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REAUTHORIZATION OF THE HIGHER
EDUCATION ACT, 19g5

MONDAY, SEPTEMBER 9, 1985

U.S. SENATE,
SUBCOMMITTEE ON EDUCATICN, ARTS AND HUMANITIES,

COMMITTEE ON LABOR AND HUMAN RESOURCES,
Notre Dame, IN

The subcommittee met, at 9 a.m., at the Continuing Education
Center, University of Notre Dame, Notre Dame, IN, Senator Dan
Quayle presiding.

Present: Senator Quayle.
Mr. O'MEARA. Ladies and gentlemen, my name is Timothy

O'Meara, and I am the provost of the university. Our president,
Father Hesburgh, is in Washington today and, on his behalf, I
would like to welcome you to the university. We are very pleased
to hav these hearings here. And we also realize, as you all do, how
imporLnt the reauthorization is to to higher education.

So, welcome, Senator Quayle It is good to have you on the
campus, and also all the witnesses and to everybody present.

OPENING STATEMENT OF SENATOR QUAYLE
Senator QUAYLE. Why do we not go ahead and get the first panel

seated, if you will. Dr. Schnabel and Dr. Beering, Dr. Ryan and Dr.
Ingle.

I will go ahead and officially call this hearing to order.
As most of you know, I an' a member of the Senate Education

Subcommittee which will have the jurisdiction over the Reauthor-
ization of the Higher Education Act. Technically, it expires this
year, but there is an automatic 1-year extension. We will probably
be doing most of the work and most of the reauthorization next
year, hopefully, to get it done by September 30 of next year.

But as we proceed to have a discussion on how the legislation
ought to look, I think the best thing to do from time to time is to
call on the experts and see from their viewpoint how successful the
Higher Education Act has been and the modifications that possibly
can be made.

I am very deeply indebted to the number of recommendations
that have been made by the Indiana Conference of Higher Educa-
tion. Your report is the only one in the Nation that is like this; and
you got, I think, over 170 people representing college presidents
and universities to agree. If I could just get the Indiana farmers to
get together on the agricultural problems, I would be in really
great shape.

(1)
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But I think congratulations are in order because it certainly is
helpful to me. I have dispersed this report to many of the people in
the Congress, around the country, and feedback has been very,
very positive. So, as far as having an input, Indiana certainly is
going to have a definite footprint on what this legislation is going
to look like because we were out there first in developing consen-
sus.

As you look at the continual struggle with the budget deficit,
there is no doubt that we have got to look for any kind of efficien-
cies and improvements in the program. We have got a lot of tough
policy choices to make, policy choices on how we get our student
aid, grants, and loans geared to not just the traditional student but
the ever-increasing nontraditional student. And what role does that
individual have and will he have the same kind of requirements,
the same kind of access that were afforded to the traditional stu-
dent over the years.

There has been a lot of discussion of, perhaps, a cap on the
family income for GSL eligibility. The administration started off
with a 32,000 cap. Now, the budget reconciliation calls for savings
to be realized of $800 million in the GSL program over the next 3
years. And, you know, that is no small task. When you sit down
and try to get that amount of money and $100 million in the first
fiscal year, 1986, there are going to have to be some changes. But
we also have got to be exceedingly sensitive about preserving
access to education that has served this country of ours so well. De-
nying access would be, in my opinion, not only counterproductive
but morally and ethically wrong.

As we review the act we have to define the limitations and the
boundaries of the policies that are going to preserve access to
higher education that we have certainly benefited from.

This is the first of a series of hearings that the Senate Education
Subcommittee is going to be having. We have about 10 of them,
some in Washington, some around the country. I think from time
to time it is better to get out of Washington and find out what is
going on rather than staying there and having everybody come to
us.

We have a very healthy witness list. We have five different
panels today. I am going to hopefully be able to wrap this up in 21/2
hours or thereabouts. So, I would ask our witnesses to summarize
their statements in approximately 5 minutes. The full statement
will obviously be made a part of the official record.

We have a recorder here that will make this as a permanent doc-
ument for the Education Subcommittee that we can have for our
discussion and deliberations. But, to allow some time for questions
and give and take, please try to keep your remarks to 5 minutes.
After you have gone beyond 5 minutes, an assistant will probably
slip a piece of paper before you saying that time is expired. So, if
you can summarize your thoughts, it would be greatly appreciated
so we can, in fact, move forward.

[The prepared statement of Senator Quayle followsd
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OPENING STATEMENT OF
U.S. SENATOR DAN QUAYLE (R-IN)

AT THE NOTRE DAME FIELD HEARING
OF THE SENATE LABOR AND HUMAN RESOURCES

SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES
September 9, 1985

It is a pleasure to call the Senate Subcommittee on Education,
Arts and Humanities to order for this hearing on the reauthorization
of the Higher Education Act. I am very pleased to be holding thia
hearing in Indiana, and especially at one of the most respected
institutions of higher eduoation in our country, the University of
Notre Dame. Father Theodore Hesburgh, President of Notre Dame, is
unable to be with ua today, but he haa been very gracious and generous
in allowing the Subcommittee to use the facilities here, and I
appreciate the warm weloome we have received.

The hearing being held today is one of approximately 10 hearinga
that the Senate Suboommittee on Education la holding on the subject of
the reauthorization of the Higher Education Act, or HEA. The HEA
provides more that $7 billion to students and institutions of higher
education aoross the country to help improve accesa to and the quality
of education. This Act, although officially expiring on September 30,
1985, has an automatic extension through Fiscal Year 1987. The Senate
is now beginning to review the programs under the Act and will prepare
a bill to extend the programa which will be considered next year.

The testimony that I receive today will enable me and the other
Members of the Education Subcommittee to understand better the needa
of colleges and students across the oountry in the years ahead. From
my standpoint, it is extremely helpful and important to know how
Indiana schools and their students feel about the future direction of
higher eduoation in this country.

In addition to the hearing today, I have been fortunate to have
worked very closely with the Indiana Conference of Higher Education
(ICHE) as they have reviewed the HEA and made reoommendations on the
Act. The ICHE spent many hours on thia projeot, and involved over 170
individuals in this work. The reault is a fine dooument which haa
been very well received by my colleagues in Washington. I am certain
that a number of our witnesses today will discuss some of the
recommendations made by the ICHE, and I very much appreciate the
amount of time and effort that went into this project.

The Higher Education Act funds a number of programs that have
ensured acoeas to higher education to millions of Amerioans over the
years. Title IV of the Aot, which authorizes the student financial
aid programs, is clearly the most important, und largest of all the
programs. The Pell Grant program is the foundation of student
finanoial assistanoe in our country, and ia aimed at the lower income
atudent. Over two and half million students reoeived a Pell Grant
during the laat academio year. This year's funding for Pell Grants
will ensure that the moat needy students will reoelve a maximum grant
of $2,100.

The next most popular federal program is the Guaranteed Student
Loan (GSL) program. This program, which leverages private capital
through federal guarantees, has provided over $42 billion ainoe the
program's inoeption, and last year, 3.67 million students got GSLa
averaging $2,300. The oampus-based programs and the State Student
Inoentive Grant program, whioh enoourages States to set up their own

1 0



4

HEA Opening Statement (85;135)
Page 2

grant programs, have provided millions of dollars more to needy
students, and to middle income students who wert ineligible for basic
grants.

Today, with the rising cost of tuition at many schools and the
influx of older, non-traditional students into colleges, student
financial assistance is at a premium and the demand for it has been
steadily increasing over the years. Because demand is so high, and
the federal, as well as state and institutional, resources are
limited, we are being forced to look at ways to morb efficiently
administer the programs and basically to ration what aid is available.
During this reauthorization process, one of the major issues we will
be facing is to whom to give student financial assistance, and on what
eligibility criteria.

For example, we will be discussing whether or not we should
restrict eligibility for aid programa on the basis of income and set a
oap on an upper limit. The Administration has suggested this a number
of times, most recently in the Fiscal Tear 1986 budget proposal, when
they requested limited sOOOSS to GSLs to students with family incomes
of $32,500. There is another proposal being discussed in connection
with the Budget Reconciliation bill that the Senate will be working on
when we resume in September thrt would out off GSL eligibility to
students with family incomes of $60,000 or less. There has also been
a great deal of discussion about refocusing the Supplemental
EducatiotAt Opportunity Grant (SEOG) program on the needier students
and requ;:fng a more stringent needs analysis.

Another type of rationing system that certain Members of Congress
are discussing is to award grants to freshmen and sophomore students
and to give loans to juniors and seniors. The higher education
community is also engaging in a dialogue about what to do about the
increase in older, non-traditional students who are returning for job
training or further career skills. The original intent of the HEA was
to help the first-time student who tended to be between the ages of 18and 22. As demographics have changed and as our economy evolves, a
new category of older individuals are reoeiving aid under the HEA forreturning to school. The question is, then, should we ration the
available aid to only first-time students, and deny the same benefit
to those who return for additional skills later in their lives?

Another decision relating to where benefits Mould be focused
ocours When we look at the current subsidy structure of the 01.
program. Students who are out of school, as well as students who are
in school, receive a subsidy from the government. This subsidy is
less after graduation, but it represents a large amount of the federal
commitment to the program. Benefits should be given to students while
they are in school, but after they have graduated and had two or three
years to establish themselves, Choy should be responsible for the full
repayment of the loan. This would free up additional resources to
help more students get into school and to stay there.

Finally, there wIll be talk about rationing student aid on the
baste of coat of education. The Reagan Administration, again this
year, proposed limiting eligibility for the student aid programs tothe coat of education at college and would have set a cost of
education budget of $8,000 per year. This directly hurts the private
colleges, and *MOW of the more expanoivc ;state schools and Congresshas not agreed to it. But as tuition coetinues to increase, and thecost of higher education becomes out of reach for many lower and
middle income families, the Congress, and certainly everyone involved
with higher education, will be discussing ways to keep tuitions down.

One of the other major philosophioal issues that will have to be
decided by the Congress will be that of access versus choice, and how
much of each student's ahoice of educational institution the
government can afford to pay for. This will be one of our most
diffioult tasks.

Other issues and programs in the Higher Education Act are squallyimportant. For example, loan consolidation which previously existed
for overburdened borrowers should be reinstated. Loan defaults must
be reduced and loan collections improved. I have introduced a bill,

(MORE)
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the Student Loan Collection Improvements Amendments of 1985, to do
this and have gotten great deal of support on it. Parent loans and
unsubsidized loans should be improved and encouraged.

Simplification of the student aid delivery system sLnuld be
achieved, so.that the students who are the most difficie.t to reach and
who need the program the most will be aaaaa of the availability of
aid. Many times I have heard the story of a student with a low family
income deciding not to pursue a higher education because he or she did
not know about the student aid programs that could have helped to pay
the cost of education.

We need to improve the administration of these programa so that
the Congress, the Department of Education, and the servicers
consistently meet the system's deadlines. Again, many students have
been forced to change their educational plans or drop out for a
semester because the aid payments are late in getting to them due to
complex regulations and funding allocations. The student aid master
calendar would help to ease the yearly delays, but streamlined and
simpler programa would help us all.

Other titles, such as International Education, Cooperative
Education, Institutional Aid and the very important TRIO programs,
should be continued. Minorities and the disadvantaged must be
continually brought into higher education. In particular, the small
numbers of blacks and Hispanics in higher education and especially in
graduate education is deeply disturbing to me.

The job of this Subcommittee is to fashion a Higher Education Act
to carry this country into the 1990's. This will not be an easy job,
but it is made easier by having dedicated educators, and
administrators, like yourselves, to help out. We are also fortunate
that our communities strongly support quality higher education and our
higher education system is the finest in the world.

We will be hearing from a number of well respected Indiana
educators today, as well as a few of our students. I look forward to
all of your testimony and know that it will be of great help to me and
the Senate Subcommittee on Education during our work on
reauthorization.

Our first panel will consist of several distinguished college and
university presidents, as well as the Commissioner of Higher Education
for tna State. I understand that you have been asked to limit your
presentation to five minutes, after which we will have some time for
questions and discussions.

I
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And I would call attention particularly to the amounts that the
university itself puts in of its own resources, and that really means
reeources that come from tuition and fees and from voluntary gifts
of friends; some $4,132,000 of our own sources is necessary so that
students can afford to come.

Affordability is a critical factor, because of the fact that grant
fluids have not appreciably increased in real purchasing power,
they have increased o ily modestly. We have found our families
more and more depending upon loans, and this is why the Federal
Loan Programs, both the NDSL and the GSL programs, have been
increasingly important, and somewhat frighteningly so, because
more and more of our students are becoming heavily indebted be-
cause of these loans. But they are necessary, and they are willing
to take on that sacrifice and make that commitment in order to
have the student and the option to attend institutions like ours.

You asked me to comment also on graduate programs. And there
are distinguished members of this panel who I am sure will address
that matter even more.

We have modern Master Der e Programs and one graduate pro-
fessional program, our doctor of jurisprudence degree in student
law. And the thing that bothers us the most, there is, again, the
factor of finances and the incapability particularly of minorities of
having access to our university.

Ten years ago, we had 20 percent of our entering law students
who were minorities. This current year it is 5 percent. We are
reaching out with all the funds we can get to help them. They are
taking maximal guaranteed student loans in order to be able to
afford us. And so again the very thing that assists is also a source
of concern. We need to find ways in which these students and all
others can be assisted.

Third, you suggested I might speak on teacher education and the
Federal role that we see here. The Federal Government can assist
mightily, particularly at this time, when we are looking for the
continued improvement of elementary and secondary education to
provide targeted kinds of aid to those who would be students so
that we can get the highest qualified students.

We cannot have effectual reform without having the highest abil-
ity and the most committed type of individuals who teach. That
may require special kinds of loans or grants. Even more important,
a forgiveness program for those who enter into this important kind
of public service.

Our Conference on Higher Education has provided you with its
recommendations. And I think that we are all supportive of these
recommendations with all points, on all titles, particularly with re-
wct to student financial aid. We are definitely requesting that the
Pell Grant Program be reauthorized and it be targeted on the need-
iest of students; that the Supplemental Educational Opportunity
Grant Program be reauthorized and targeted on the neediest of stu-
dents.

The college work study program is a very important one in the
self-help components providing students with a chance to work as
well as to learn. And it has some similarities with the Co-op Educa-
tion Program. But those two programs should not be merged. They
have different goals.

14
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The Guaranteed Student Loan Programand I will close my re-
marks with thatis of greatest importance to us. And I know there
is great concern about the cost. And we share the commitment
toward reducing the Federal deficit in doing all we can. And there
are ways in the Guaranteed Student Loan Program that it be done.

For example, by limiting all loans to remaining need only, and to
limit overborrowing by insisting that lenders pay in multiple dis-
bursements and make the checks copayable to the individual and
institution so there is no misuse there. But particularly it can be
accomplished by reducing the originvtion fee, and either reducing
or eliminating the allowance to lenders, both of which were insti-
tuted when that program began under a much different inflation-
ary circumstance, and can be reduced at this time.

Higher education, as all of education, is a national asset because
it is with human capital the most important thing our country has,
more important than natural resources or anything else.

While we need to address ways of reducing, I hope that our coun-
try remains committed as it has been to giving our students and,
therefore, the well-being of our country, the strongest possible sup-
port in the development of human capital.

Thank you.
[Information supplied for the record followsj
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PART I. HIGHER EDUCATION REAUTHORIZATION: PUBLIC POLICY,
LEGISLATIVE, FUNDING. AND ADMINISTRATIVE MATTERS

TITLE IV: STUDENT ASSISTANCE

I. The wealth of the nation - -socially, politically,econosically. culturally- -is in
direct proportion to its investment in people. In human capital. There is need for
renewed faith in and strong support for education and educational improvement on
all levels it our nation is to advance population quality. The wealth of nations
increasingly hes cow to be predominantly dependent upon the understanding, skill'.
xperience. end physical and mental/emotional health ol its citizens. Human capital
is far more important than physical resources, ouch of eneraF, land, natural resources.
Indeed, the key to individual and societal/national well-being is investment in
husan beings, human capital, through substantial financial and moral support of
education at all levels. An allinclusive concept of development of bonen capital
is needed to explain the growth in productivity, the well-being over time, and the
differences in the economic value of labor among countriea of cur interdependent
world. The United S ttttt has record of commitment to education and to the develop-
ment of human beings for individual and social benefit. There i better 00000 n now,
then ever before, to continue tne partnership of private citizens and institutions,
local/community/ /federalgovernment, business and industry, and public and inde-
pendent educational agencies and institutions in providing and delivering an education
that meets individual and social needs effectively, efficiently, and equitably.
(Cf. Theodore W. Schultz, investment in People: The Econcsics of Population Quality,
Berkeley: Uni aaaaaa y of California Press, 1981)

Student Assistance: Basic Concepts

The existing federal policy goal that every eligible tudent shall receive aid under
the Pell grant. SEOG. and SSIG program hould be continued. These programs, in
combination with reasonable parental and student contributions, should be sufficient
to meet FS per cent of a tudent's cost of attendance.

With respect to post-secondary educational opp 00000 ities and delivery systems, student
financial assistance la of pivotal importance. The key element that has distinguished
the achievement of our nation in higher education delivery has been, and should continue
to be, economically provided access to higher education for all qualified persons --
both traditional and non-traditional students --and effectual choiccinattending the
public or independent institution that best meets the individual a education needs
and in 0000000 .

The financial assistance systes should provide access and choice to qualified students.
taking account of family and individual circumstances and financial need. through
educational opportunity grants, work-study programs, and subsidised loans, as well
as through family and student contributions (the self-help cosponent) and other.
non -governsentsl sources of scholarship, grant, loan, and employment assistance,
Individuals and families should continue to bear the primary responsibility for support-
ing their investment in education to the extent they are financially able to do so.

161
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There is need for both grant resources and low-interest loan.; to both undergraduate
and graduate students, administered by private lenders, inursd by state and non-
profit private loan insurance programs, and expanded work-study, self-help programs.

III. General Guidelines

A In determining financial need and providing financial assistance, there should
be continued use and improvement of the Uniform Methodology, annually monitored
and updated by the professionals of the National Student Aid Coalition and the
Educatfm Department. This Uniform Methodology provides a single national standard
and procedure for measuring family's ability to pay and provides for consistent
treatment within framework of sensitivity to and discretion in responding to
varied family and campus circumstances, Along with the Uniforn Methodology there
should be continued use of Multiple Data Entry forms to assure consistent and
equitable administration of student assistance programs by the federal government
and various agencies, institutions, and organisations involved in student aid processes.
If any changes in the formula and allocation practices are made, there should be
assurance that such changes will not result in sudden and precipitous dislocation
of funds.

B. Given the need for informed judgment and administration of student aid, the campus-
based concept of student aid administration should be retained, which provides
flexibility to campus student aid administratiors who are in the best position
to exercise judgment and to follow national guidelines and put together student
assistance packages thst assure balanced grant, loan, work, family contribution,
institutional and self-help components and to meet varied circumstances of indi-
viduals and families.

C. Thum is need for timely award of financial aid, with a national master calendar
for student aid which is faithfully used. Delays, changes, and last-minute pro-

in determining eligibility and making awards clearly jeopardize the ability
of millions of students and their families to obtain reliable information and make
sound decisions about college choice and attendance. One of the moat difficult
problems has been the uncertainty created by constant changing of rules and reg-
ulatione and by delays experienced in promulgating them. Although progress will
always require updating, there is an equally important need for stability so that
proper planning by all those involved.-including families, aid administrators,
and agency officials-..clin be achieved.

D. To correct whatever abuses actually exist in student aid awarding proc sssss --and
they have been grossly eeeeeeee teci-.-proc eeeee can and should be strengthened for
verification of eligibility through required submission of data needed to document
educational costs and financial need. Headlines about loan defaults and program
abuses have caused irreparable harm in loss of public confidence. Wherever such
problems exist, they must be add d and removed. However, they are not repre-
sentative nor are they so extensive that they require the elimination of any program.
Better ways to administer the programs as they are currently configured, rather
than elimination or reconfiguration, must be found, not only because stability
is needed but, more important, because the programs do work and they do provide
substantial benefits. "If it ain't broken, don't fix it. If a part malfunctions,
repair it, but don't throw away the whole."
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E. Significant abuse results from the current definition of the "independent/self-
supporting student." But to require additional age criteria or documentation will
create difficult administrative burdens arm arbitrarily disallow some truly inde-
pendent students. The way to overcome the tendency of some families to artificially
o.chestrate maximum federal aid eligibility by declaring their sons and daughers
"independent/self-supporting" can be overcome by incorporating stricter provisions--
as states like California, New York. Pennsylvania, and Indiana have donete.g.,
by setting a criteria of 22 years of age and the requirement that a student give
evidence he or she was in fact eelf-supporting for at least the previous year.
Thus all Title IV aid applicants below age 22 (except for orphans and wards of
the court) should be classified as dependent on their parental at age 22, a different
test should be applied which would include reasonable tests related to the previoua
year's self-sufficiency. current-year marital atatua, veteran's status, graduate
status, and whether the student has dependents.

F. Savings can be effected by bringing programs in line with their goals and the
legislative intent of the programs. If some problems can be corrected by additional
and more comprehensive efforts, such as by more complete verification procedures.
then these efforts must be undertaken. If considerable saving can be achieved
by requiring a needs analysis for all applications to the Guaranteed Student Loan
(CSL) program and by modestly reducing the special allowance paid to lenders, these
measures should be implements. However, loan limits have not been adjusted for
over a decade, while education coats have risen substantially: hence annual and
aggregate CSI. limits should be increased to provide students with the means of
helping themselves. At the same time, any quick and aimplistic approach suggested
by the use of absolute income ceilings, block grants, centralised program admin-
istration, and other such concepts must be avoided. The need to be efficient and
consistent must be weighed carefully against the need to be fair and sensitive
to individual circumstances end needs. Common sense and balance must be employed
in all ot the steps taken to effect savings.

IV. Student Aid Programs

A. Pell Grants

1. There is need to provide levels of assured Pell grant funding so that qualified,
deserving, financially needy students receive the full amount for which they
are eligible and at the same time assure adequate appropriate levels of campus-
based (SEW. CMS. GSL. NDSL) programa to ensure proper levels of equity and
stability in theallocation of Title IV funds. The complication created by the
statute that ties Pell grant maximum awards each fiscal year to funding for
the HOG. CMS. and NDSL programs are substantial. The half-cost compromise
and threshold concept written in the 1980 amendment should be retained.

If present Pell grant funding levels (adjusted for inflation) and guidelines
cannot be inc aaaaa d. the current half-costing, threshold. and Pell grant award-
ing principles and procedures should be retained. If the federal government
Ls prepared and able to expand substantially this kind of investment in human
captial and in the nation's well-being, the MAIO proposal of a formula that
would target the Pell grant program on low-incOM4 students and insert price
sensitivity into the basic structure merits legislative and funding support.
This proposal bases Pell grant eligibility on a two-part formula: (1) half of
tuition, mandatory fee, and book expenses (the "hard" educational costs) for
all eligible low-income and middle-income students, up to a maximum of $2,100,
plus (2) substantial allowance, up to a maximum of $2,100. to cover living
expenses for all low-income students. This mechanism would award substantial

grant dollata to low-income students ("the neediest of the needy") for their
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living expenses, plus half of their tuition expenses. Educational fees and

costs plus living expenses constitute the total "cost of attendance." This
would assure their access to all types of hlxher education opportunities, but
would limit the participation of middle-income students to just half of the

"price" charged to them. This proposal assumes the same taxation rates on
discretionary income for dependent and independent students in order to provide
substantial grants to low-income students and a $200 minimum award to student

from typical family of four with one in college end an adjusted family income

of 330,000.

B. Campus-based Programs

I. Supplemental Educational Opportunity Grant Program (SEDG)

a. To achieve its purposes, SEOG Should be reauthorized, with a funding au-
thorization of no less than 15 percent of the appropriation for Pell grants.

b. The SLOG program was originally intended to assist students who but for this

grant would be unable to enroll. Several amendments to the original legis-

lation have diffused this purpoae. Every federal program should have a

specific purpose and target. Guidelines for the SEOG programs should be
so redefined to target asnisting studento with the greetest need for funds,

that is. those with exceptional need (defined as those students whose ex-
pected family contribution is lass than one-half of their total cost-of-

education).

c. Provisions of the institutional "hold harmless" level should be maintained

at the amount used in academic year 1985-86 (FY 85 appropriation). All new

funds allocated at a level above the FY1985 level should be made only to
those inetitutions whose "fair share" exceeds their institutional "con-

ditional guarantee." Matching institutional requirements should be re-

instituted in the program, with matching funds to come from non-federal

sources. lnetitutionally-provided need-based student grants and awards should

be dropped from the formula used to determine institutional need for SEOG.

2. National Direct Student Loan (NDSL) Program.

a. NDSL hos traditionally been used as a resource for certain disadvantaged
applicants whose access to other student loans could be limited. Although

the Guaranteed Student Loan program makes assistance available in virtually
every state, the lower NDSL interest rate may still be used as a eound reason
for its continuance in aaaaaaa ng disadvantaged students. Some students,

In fact, need to borrow from both the NDSL and the GSL program in order to

meet need.

b. The 11D8L program should be reauthorized under its current provisions and
renamed the Perkins Loan Program to recognize its principal advocate, Carl
D. Perkins, the late chairman of the Nouse Education and Labor Committee
(in the same way that the Basic Educational Opportunity Grant program,
DEM was renamed the Pell grant program).

3. College Work-Study (CWS) (fitle IV) and Cooperative Education Programs (Title V111)

is. Both of these programs have similar overall goal--to provide job experience

for studenre--but their specific primary purposes are different. (1) The

CWS program is intended primarily to provide needy students with aaaaa tance
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in meeting their school-related expenses, and offere as secondary benefit
valuable work experience which is sometimes c eeeee -related for the etudent

(2) The Cooperative Education program, which is not peed based is prima .

intended to provide on-the-job experience relating through alternate and
parallel work-experience and claesroom experience to their campus
educational experiences and c rrrrr goals. These programs should not be
merged, lest CWS aid funds be diverted from needy students or the value
of cooperative education for all students who eieCt such an experience
be lost.

b. Separate program fundinr of CWS and Cooperative Education should be
maintained. CWS should be reauthorized without changing the language that
limits it to non-profit institutions, without changing the existing

reallocation procedure, and without consolidating the program with
Cooperative Education. Allocation of new CWS funding ilove the Fy 1985
level should be initiated as with SEOG (see above),

c. Cooperative Education (Title VIII) should be reauthorized and funded to
proved smaller administrative grants so that cooperative education programs
may be strengthened and broadened, also by enabling @mailer institutions
to establish cooperative education consortia and to develop appropriating
curricula and alternating study and work experience arrangements. Pro-
vision needs to be made for proper definition, accountability and control
of approvable and funded programs by standardization of etudent and
employer reporting forme, use of learning objectives, and inclusion of
faculty in student-monitoring and accreditation requirements. Institutions
performing at high standarde in developing new programs should have
uninterrupted funding available, but not beyond the normal five-year
grant period. Evaluation of cooperative education initial proposals and
continuing programs should be fully objective, conducted by a panel of
objective ref broadly representative of the entire higher education
community.

C. Guaranteed Student Loan (GSL) Program.

Host college students and their families cannot meet their needs for financing
higher education through their own contribution (the self-help component),
grant., and work-study. Loan programs are needed, but they should be limited
to "remaining need" to avert unnec rrrrr y borrowing, indebtednese, and excessive
cost-of-interest subsidies and special allowances of the government. The
GSL program is essential and should be reauthorized, with the following
qualifications.

1. Financial needs tests should be required of all applicants. Ttis would
not add much administrative burden and would provide the same measure
of fair treatment to all.

2. GSL borrowing should be limited for all income levels to the amount of
demonstrated financial need, using the methods currently in place, after
all federal grant, work, end other loan benefits, together with all
expected parental/student contributions are taken into account.

3. To avoid over-borrowing for purposes other than meeting direct education
expenses, lenders should be required to pay GSLe in multiple disbursements
and loan checks Should be made co-payable to the student borrower and
the inetitution. The inclusion of these provisions would not create
any excessive administrative burden and would serve to provide institutions
with needed information regarding student borrowing and ensure reasonable
safeguards for proper use of the GSL program.
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4. The GSL origination fee woe initially adopted se an interim measure to reduce
federal costs during periods of high interest rates and inflation. With interest
rates and inflation now at lower levels, the origination fee should be reduced.
This would inc aaaaa the effectiveneee of funds borrowed by students and their
families.

5. Because removal of the federal interest subsidies supporting the GSL program
would result in reduced lender participation in the program and would inc aaaaa
the cost of borrowing to students (and possibly result in perpetuating unwelcosm
loan defaults), either the current manner of providing GSL interest subsidies
should be continued or a federally guaranteed "loan of last resort" measure should
be provided.

6. The current special allowance paid to lenders to induce their participation in
the GSL program could and should be reduced in come reasonable measure. This
would result in a very significant savings to the federal government without
causing massive lender withdrawal.

7. GSL loan level limits have remained fixed in recent years, but college costs
have inc aaaaa d--in part in p:oportion of today'', lower inflation levels, in part

because inetitutions of higher education failed to inc aaaaa their fees at an
earlier time commensureate with then-levels of high inflation and have been forced
to increase fess to catch up with the cumulative effects of prior inflation.
Modest inc aaaaaa in annual and aggregate borrowing would assist needy students
in meeting the higher costs of college. It h by the National Council of
Higher Education Loan Programs (NCHELP) does not support the notion that heavier
borrowing would inc eeeee defaults, but it would broaden student higher education
access and choice. Current GSL annual and aggregate loon limits should be in-

d and then periodically reviewed and adjusted to sccommodate college costs.
It la urged that annual loan limits for those undergraduates who have completed
their first two years of study toward a bachelor's degree be raised to $5,000 ayear and
for graduate students to $8000 a year. Aggregate limits for undergraduates should
be increased to $20.000 with an additional aggregate limit of $25,000 applicable
to graduate students.

D. pLUS Program

The PLUS program is able to provide needed borrowing opportunities for families
who do not meet the current GSL needs-teat proviaion, with up to $3,000 limit
annually for each student. The PLUS program should be strengthened to provtde ad-
ditional borrowing opportunity for families not eligible for adequate support through
other programs. The program could be made more attractive to lender. by increasing
loan limits, authorizing both secondary-markets and loan-consolidation capabilities.
and prohibiting parents and students from using bankruptcy to set aside their loan
obligations.

E. State Student Incentive Grant (SSIG) Program

SSIGs have served as the initiative and foundation for the involvement of many
states in scholarship and grant programs. Every state now has an enhanced pro-
gram because of SSIG and in some cases it remains a significant component of the
state's student assistance program.

1. The SSIG program should be reauthorized.

2. States should be allowed to use up to 50 percent of new allocations, above the

Fy 1985 level, to establish or sustain a 50/50 federal-state matching work-
study program.

F. Merit Scholarships and Categorial Incentives

In addition to continuing its role in providing support for need-based financial
aid, the federal government should also continue to provide incentives for private
merit scholarship programs through continuance of its current charitable-tax-deduc-
tions structures to support private foundations, corporations, and individuals who
contribute to merit-based scholarship programs.
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TITLE V: TEACHER TRAINING PROGRAMS

Since the pre-service and continuing
professional education of teachersis a cooperativeeffort they must recognize the needs and role of students, parents, teachers, prin-cipals, colleges and universities. school

districts, and state and federal govern-ments In meeting these needs, and since
the original Title V cannot readily be modi-fild to meet the new and emerging

situation, it is recommended that new Title Vbe developed. Thla new Title V should focus on both pre-service and coatinuing pro-fessional development of teachers, with an emphasis on school, college, and university
partnerships for program design and implementation.

The recommendations are found in the
document. "Recommendations for Reauthorization"

of the Higher Education Act of 1965
(as amended through Public Law 97-301)", preparedand submitted by the Indiana Conference

of Higher Education (April 24. 190).

TITLE IX: GRADUATE PROGRAMS

The ability of our nation itself
to maintain pace in its growth and

development, aswell as its place of leadership
In the community of nations, depends in very greatmeasure on Its advancement in scientific,

technological, and cultural TitleIX is the only point at which
graduate education la add d.

Inc eeeee d support for graduate
education under Title IX is in the national interest.As social complexities have

grown, requirements for graduate education for employmentor advancement likewise have increased,
with more students now finding it necessaryto pursue graduate and professional study.

Out our centers of graduate and professionaleducation, which also are our academic
research and developsent centers, face two criticalporbleas:

(1) There is a shortage of competent,
fully prepared teachers in many sc.encas,busInese fields, computer science, and engineering. During the balance ofthis decade, a similar shortage of
fully-qualified, doetorally-preparedteachers in the humanities,

arts, and social sciences will occur.

(2) There is a critical underrepresentation
of women, minorities, and non-tra-

ditional studenta in our programs of
advanced education and eeeee rch.

Title IX, the purpose of which is
to improve graduate and professional education,including the provision of graduate

fellowships and the support of certain facets oflegal educatiortahould be reauthorized.

Part A Institut:Inal Grants (to maintain,
strengthen, and improve the quality of

graduate and professional programs and programs that prepare graduate andprofessional students for public service).

This part of Title IX should be
continued and funded, wi0 special attentionto innovations in graduate education,

particularly through incorporationof computer and telecommunications
technologies in programs where these areessential.
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Financial-need Fellowships (for graduate end professional students vith
demonstrated need.

The Javite Fellowship Program should be funded and implemented through the
establishment of the National Graduate Program Fellowship Board, with emphasis
on excellence and eligibility to include all disciplines kspecially teacher
education) except those supported b Y the NSF Graduate Fellowship program
and blot-medical fields. Fellowships should be awarded to students directly,so
Ow remain free to choose their institution of study.

Special attention should be given to provide fellowship funding for these
program, for our radically underrepresented minorities and women. The

present minimum funding level of $75,000 for institutional grants, supporting
approximately 20 students per institution, should be changed, since it elim-

inates smaller institutions from funding eligibility. Many mirmrity students
and women are more likely to attend graduate schools closer to home, and

chime often are smaller institutions. The minimum annual stipend per student
shoule be inc eeeee d to 0.000 for the student allocation and 85,200 for the

allocation. (Allocation minimums have not been Inc eeeee d

PARTS o 6 E MO and Law School Clinical Experience. Both of these programembould

receive continued funding. It is the experience of law schools in Indiana
chat these programs are providing legal-training experiences involving
the disadvantaged, ss intended in the enabling legislation.

Other Matters:

(1) Continued support is recommended, under the GSL, CRS, and NDSL programs of
Title IV, for graduate end professional education, vith inc eeeee d annual and

aggregate borrowing limits In the WSI. program for graduate and professional
students (noted above in the materials dealing vith Title 11). These programs
are of critical :importance and should be strengthened.

(2) Since luny graduate students have veteran's status, the Veterans Cost of
Instruction program under Title IV Should be continued.

(1) While it would be highly desirable to extern.' eligibility for Pell and SEOG
awards to graduate and professional students, especially In light of substantial
increases in the cost of graduate and professiocal education and the benefit
of having additional grant funds for such students, this move is not recommended
beeinise the current appropriations for Pell and SEOG are Insufficient for

current undergraduate needs. The insertion of a new category of graduate
and professional etudents into the Pell and MG programs, many of whom would
apply se independent students, would create a severe impact on the already
Insufficient support for undergraduates being provided through these programs.
Instead, the current provisions restricting Pell and SEOG program evards to
undergraduates should be retained, with provision for graduate and professional
students through Parts fl,c. and D of Title IX and through expanded GSL annual
and aggregate borroving limits fry.: graduate snd professional students.
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PART II; HIGHER EDUCATION REAUTHORIZATION
- -VALPARAISO PERSPECTIVE

I. Student Financial As mmmmm nce

The purpose of this presentation (Part II) in tp furnish information con-cerning the critical role federal government
student financial aaaaa tante playsin providing to students who judge

that Valp aaaaa o is the institution that beatmeets their educational and life-goal needs and in aaaaaa and offering means for
them to have both access to and choice of this University.

1. The single most important financial:
factor. complementary to family resourcesand self-help contribution, which affects

the decision of students to enrollin and remainst Valparaiso University
is the availability of financial assis-tance (grants, loans, work -study and
campus employment) from the Uniitself, from other p sources, and from state and federal government

sources.

2. Valp and students attending this University
are not looking for a "hand-out" from governmental agencies.

Valparaiso is stretching ite own resourcesto capacity and beyond to make it possible
for students to pursue their higher

education at the University. Valparaiso Un aaa yetudente have ea high ratsof program completion. Each year the Uni aa y sends greduatee into a aaaaa tyof professional Eieldsengineering,
nursing, business, journalism, computer

science, elementary and secondary school
teaching. social work, and many other

fields..as well as preparing them for
gradrnte/profernionAl education and,in the case of the University's

law school, for entry into the legal profession.These students are not only exceptionally
well prepared academically, but theireducation at Valparaiso hes included

velue-based educational experiences, studiesin personal and professional ethics,
and development of such important personal

characteristics as concern for others, reverence for God, a sense of responsi-
bility, and awareness of the need for self-direction and life-long learningthat historically have been the foundation of our country.

3. Seventy (70) percent of students
attending Valparaiso University are eligiblefor and receive financial aaaaa

tants, beeed on needs analyses and needs-
The vast majority of Valparaiso students come from lower-and middle-income
families rather than from upper.middle

and upper income families.

4. The following facts for the most recent year available reflects how ValparaisoUniversity typifies the partnership
between students, parents, uni iiinlet* and national government in meeting student financial need. The over-whelmingly largest amount of grant and

scholarship assistance received by Val-paraiso's undergraduate students
comes from the University itself: i.e., 69Z

of all scholarship and grant aid at Valparaiso is provided by the University
itself, with 31Z coming from state and

federal government student aid programscombined.

GRANTS 4 SCHOLARSHIPS

Federal Programs State Programs University Funds

Number of Recipients 1206 699 2275

Amount Awarded $1,167,172 6699,305 $4,132,631
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In the area of work-study and campus employment resotuces. there is again a part-
nership between the federal government College Work-Study program and the
University's own Campus Employment program.

WORK-STUDY 4 CAMPUS EMPLOYMENT

Federal CWS University Campus Employment Program

Number of Participants 637 444

Amount Allocated/Earned $462.805 8309,318

The federal government, through its NDSL and CSL programs, is virtually the sole
source of loans. Fully 858 of Valparaiso undergraduate students, because of fin-
ancial nee4omust and do participate in these federal government loan programs: i.e..
2769 of the University's 3240 undergraduate students negotiate such loans.

LOAN PROGRAMS

Federal (NDSL & CSL)

Number of Borrowers 2769

Amount Borrowed $4.935,074

The federal government's two loan programs are even more strikingly important to
students who attend Valparaiso's School of Law because there are no federal and
state grant and scholarship programs available to them. In Valparaiso's School of
Law, with an enrollment in 1984-85 of 367 students. 319 law students collectively
took out 81,888.497 in such loans, with the average annual indebtedness at just over
85.003. The University, in addition, was the sole donor of grant aid to 319 of its
law students in the amount collectively of $3C4,585, for an average award by this
University grant of $1.155.

11. Graduate Programs

Valparaiso University offers graduate programs to the master's degree level only,
except at its School of Law, which offers theJ.D. program. Comments contained in
Part I of this report are applicable chiefly to the University's law school programs:
Clinical Legal Education, Law School Clinical Experience, and financial assistance
for law students.

Valparaiso University's School of Law sees particular need for financial assistance
for minority students. The University's School of Law has a history of substantial
recruitment and assistance to minority group law students. Twenty-one (21) of the
113 members of the 1975 Law I entering class were repreaentatives of minorities: this
was almost 208 of the entering class. However, in 1984. only 4 of the 129 Law I
students were representatives of minority groups, and this year (Fall 1985) only 6
of 114 Law I students are representatives of minority groups. Highly gifted minority
students are able to receive very substantial grants and scholarships from well-
endowed and prestigious private university law schools and from more amply funded
public university law schools. Able students who are just below the very highest
ability level but who have limited financial resources are not able to afford the
cost of a Valparaiso School of Law legal education except by means of very
substantial loan assistance. The result is that minority communities are seriously
under-represented at law schools across the country.including that of
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Valparaiso University, A program to help minority students who wish to pursue alegal education at inetitutions like Valparnien'a
law mchool would result in verygreet individual and social benefit, with

many of such students returning to the
ommunities from which they case.

111. The preparation of Elementary and Secondary
School Teachers -- Appropriate Role

of Government

Elementary and secondary schooling in America has traditionally and constitutionally
been the primary concern of the states and city and local governments. The federal
government's role in public education has been to provide financial resources to
assist schools: e.g.. school lunch program. iocational

education, science education,special education.

The recent concern about education quality
has been focused increasingly on the

quality of teaching and the pre-service and
in-service professional preparationof teachers. Since this has become a nation-wide concern, It is appropriate that

the federal government assist the states and local communities as they attempt to
deal with these matters.

There arethree appropriate roles for the federal government:

I. To provide funding resources so that academically strong students may be
attracted to teaching careers.

2. To encourage teachers to remain in teaching. In spite of the 1 financialde they receive for doing so.

3. To provide resources and incentives for the
recruitment and preparation of teachers

in fields where there is a clear national interest, such as mathematics and
science, and do so before the nation finds itself in an emergency situationsimilar to that which vas faced in the late 1950s with post-Sputnik Initiatives.

The first role could be fulfilled by
establishing federally supported scholarships

and grants for the academically able who
agree to pursue a program of teacher ed-

ucation. The second role could be fulfilled by a loan program with forgiveness
components, such as vas the time in the 1950s and 1960s. These two provisions shouldput into place a program of substantial

assistance in raising both the quality andthe number of teachers.
Hovever, it is important that federal programs of bothkinds be long-term programs if they are to be of lasting benefit.

The third role would be to provide special incentives for pre-service and in-ser-
vice preparation of teachers in fields of special national need, such ea mathematics
and the sciences. If the intention la to influence the career choices of young
people, concrete incentives are required. The ready availability of grants and
loans has a direct bearing on the educational

choicee made by young people and theirparents. One example of such an incentive is the program of loan forgiveness, on
a scaled basis related to years of service.

A program to support college and uni-
versity faculty members who wish to crose-treln

In critical disciplines, such as
computer science, science, mathematics education, and educational technology, isalso of high importance.
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Senator QUAYLE. Thank you very much, Dr. Schnabel.
Now, we will go to my wife's favorite school and Dr. Steve Beer-- ,

ing from Purdue University.
Dr. Beering, welcome.
Dr. BEERING. Thank you very much. Your wife shows excellent

judgment, not only in choice of schools, but also choice of husbands.
'1* Senator QUAYLE. Well, good. I will tell her that. Thank you.

Dr. BEERING. Senator Quayle, I am privileged to be here this
morning in the company of my distinguished colleagues. And I will
highlight a few of the items which have occupied our deliberations
for over a year now.

We are grateful to you for giving us a chance to study this entire
issue in detail, and it has been indeed a tremendous experience,
unifying all 39 of the institutions of higher education, public and
private, large and small. We have rediscovered that the real pur-
pose of our institutions is to help young students to become produc-
tive citizens for the future of America.

So, in that spirit, I would like to underscore and punctuate cer-
tain highlights of our report. The written testimony of our institu-
tions is enclosed in this blue and gold cover. And as President
Schnabel has already said, we are all unanimously in support of
this study and its recommendations.

Let me highlight first title IV, which we believe was perhaps the
single most important of the titles, and that deals with student fi-
nancial aid.

There are now 12,300,000 college students in this country. We
have about 280,000 of them in this State attending our 39 institu-
tions of higher education. And the reality which is inescapable is
that two-thirds to three-quarters of them require some form of fi-
nancial assistance to continue their studies.

Title IV has made possible a great deal of that. I would commend
to your attention, when you get into the details of drafting the re-
authorization, such ideas as having a master calendar so that stu-
dents and colleges alike will have a timely notion of what financial
aid is available; highlight the opportunities for college work study
and Co-op programs, and, as you already alluded to in your opening
remarks, the reality that education, higher education, is now a life-
time endeavor.

More and more of our students are the so-called unconventional
adult learner. At Purdue, with over 56,000 students in five campus
locations, about 20,000 are 10 years older than the usual college
students. They are, by and large, already in the work force. They
may be single parents. They are people who are upgrading, upskill-
ing, going back to work, adding a new discipline or refreshing their
existing bag of knowledge and skills.

At the moment, many of these students are ineligible for finan-
cial aid. Because of the rules and regulations we work under, less
of them proportionately are recipients of student financial aid than
the usual college age population.

I would point out, by way of underscoring title VII, which deals
with facilities and equipment, we have undertaken studies here in
Indiana which indicate that many of our academic facilities are
two decades old. Of course, the equipment that is in them is equal-
ly ancient. If we are going to remain of the cutting edge in educat-
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ing our young people, our unconventional students in the modern
ways, we must renovate and repair and rehabilitate facilities and
the equipment.

I would point to the wisdom of our higher education commission
in our State in having approved a formula for repair and rehabili-
tation this past session of the general assembly. This is going to go
a long way to help the State-related institutions in meeting some of
those needs. It would be wonderful if a similar recognition could
take place at the Federal level.

Finally, title IX, which deals with graduate education and re-
search, is one that is of great importance to us, not only in Indiana,
but really nationally and internationally. If this Nation is going to
regain its competitive edge in economic development, we are going
to have to do better than having only 16 percent college graduates
in our population and only 2 percent of the population with ad-
vanced degrees. It is clear that one of the best investments in our
future would be the support of graduate fellowships, assistantships.
And the opportunity to conduct research which will enable us to be
a productive Nation in economics internationally.

We currently in this State have most of graduate education con-
centrated in the large institutions. I am unhappy that Purdue has
one of the smallest graduate education programs in the Big Ten.
We have only 6,300 students pursuing master's and Ph.D. degrees,
and that is at the same time that we stand second only to MIT in
terms of sponsored support and contractual research.

We have an opportunity here to educate a great many more
young people in the various specialties and subspecialties impor-
tant to this country

Thank you very much for allowing me a chance to be with you.
Senator QUAYLE. Thank you very much.
And now we will turn to the president of Indiana University

where they were responsible for my law school education and my
wife's, I might add, at Indianapolis.

Dr. BEERING. I knew I would lose on that.
Senator QUAYLE. Her heart is still at Purdue I will have to con-

fess.
Dr. Ryan.
Dr. RYAN. My name is John Ryan, and I am president of Indiana

University. And on behalf of the university I want to thank you for
this opportunity to declare my support and the university's support
for the recommendations from the Indiana Conference on Higher
Education.

This rather bold statement stems from our conviction that Feder-
al assistance to the colleges and universities of the country and
this State's Federal assistance is indispensible if we are going to
provide the education and research that our society needs. And we
say that on the basis of the history of the Higher Education Act
which has served us very well.

And while we have many needs not presently provided by that
act, and modifications to suggest as a result of the process of reau-
thorization, if nothing more, were achieved than to reauthorize the
continuation of that act as it now presently assists us, that would
be indeed a substantial support for higher education and independ-
ent public colleges in this country.
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So I do not want to leave you or the committee or the Congress
with the thought that the progress will not be possible unless we
make changes in the act. And now having said that, I would like to
propose some changes that we would like you to consider.

There will be a panel, I think, later that will deal with details of
Federal programs of student assistance. We do wish to emphasize
the importance of the student assistance titles of the Higher Edu-
cation Act.

Indiana University supports the recommendations contained in
the document prepared through the cooperative work of the public
and independent colleges and universities in Indiana, and I want to
thank you for your complimentary remarks about the effort by all
of the campuses, the faculties and the presidents of those institu-
tions in coming to a consensus position and a unanimity in support
of the reauthorization and of the importance of reauthorization
and the priorities we seek, we share in terms of the proposals for
the act.

Even though you will have a pan31 that will concentrate on stu-
dent assistance, I still would like to make a few observations with
regard to student assistance. Our needs for sustained and even in-
creased Federal aid in assistance to students is as great as it has
ever been.

College coststhis will come as no surprise to you--will continue
to increase at a level greater than inflation. Part of the reason is
we are still trying to recover from the years when our funding did
not keep pace with our inflation experience, and thus with our
costs.

Indiana University last year, 1984-85, the Federal Government
provided a quarter of our financial aid funds. And if you add the
Government Guaranteed Loan Program to that total, Federal
sources account for 74 percent of the funds available for financial
aid to students at Indiana University. Nearly three-quarters of the
aid received by Indiana University in one way or another can be
traced to the Federal sources.

In your request with regard to today's testimony, you asked that
I comment on ways to find savings in programs. I would like to em-
phasize a few points made in the conference document, points that
might lead to a better use of Federal funds.

The Congress has suggested in its budget resolution that expendi-
tures in the GSL, Guaranteed Student Loan Program, be reduced.
We believe that if savings are to be accomplished, they can be ac-
complished in this program, for example, by requiring a needs test
for all loan applicants regardless of the family income. In addition,
it might be possible to achieve some savings by establishing the
market adjustment allowance and the other administrative costs
reimbursements at a level that will still allow an adequate return
to the lenders but at a more realistic level, and I think this point
had been made by one of my colleagues earlier.

We cannot forget the private capital availability. It is very im-
portant in financing higher education. So we must assure a reason-
able return to lenders whom our students and their families count
upon in order to retain the participation of those lenders.

At Indiana University, 57 percent-57 percentof the financial
aid administered by our offices of scholarship and financial aids is
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in the form of borrowing. We obviously are in no position to recom-
mend to you anything that would diminish participation of private
capital in this way. By the same token, we believe we should be
cautious that we not overburden graduates with a debt which is
either too great or repayment conditions that are discouraging to
timely and full retirement of that debt.

A proper balance we thinkI know my colleague join me in
thisa proper balance must be achieved between grants and loans
and the employment earnings a meeting student needs. There is a
growing consensus. We think that the definition of the independent
student needs to be redefined. We must not leave out the tradition-
al family role and the provision of financial support for education.

Senator, I should like to conclude my comments this morning be-
cause I have a statement that has been filed with you for the use of
the members of the subcommittee. I would like to conclude my re-
marks with an emphasis of requesting your attention to three
other titles in the Higher Education Act as the matter of reauthor-
ization is considered.

I should like to endorse the statement of my colleague, the presi-
dent of Purdue University, relative to title 7. Title 7 deals with
construction facilities, provisional facilities, costs. It is a title that
has been in the act since the beginning of the act, but has suffered
from a long, long drought of any funding. And I think, as you
heard from him, the signs are on every campus in the country, es-
pecially when it comes to research facilities, that our universities
are falling behind in their adequacy of facilities.

Second, with respect to title 7, we urge your attention to support
funding for equipment and instrumentation so that the very best of
our students who are preparing to be at the forefront of our science
investigation prepare themselves with state of the art equipment.
Not to do so in effect lengthens their preparation time because
they must continue after their formal degree time to prepare them-
selves.

The second title I would just simply make reference to is title 6,
the title under which the Federal Government has provided funds
for the support of national centers and area studies and for the
teaching of foreign language. I believe a healthy sign in our educa-
tional circles in this country is a renewed emphasis on preparing
the best of our population to be conversant with other cultures and
their languages. Support from the level of some $30 million a year
to perhaps double that in support of the 90 centers and the various
elementary, secondary and outreach, and university programs,
would be in order.

And, finally, just an observation regarding title 9. I believe that
in the Congress and within the university and college community
you will find there are some innovative and exciting new ideas rel-
ative to the provision of support for graduate students and their
studies, as well as support for the institutions upon which they are
dependent. And I commend you in careful study of those.

Thank you.
[The prepared statement of Dr. Ryan follows:]
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President John N. RY4n
Indiana University
United States Senate Sub-Committee Hearing:
'Reauthorization, Higher Education Act'
South Bend, Indiana
September 9, 1985

(The following remarks were prepared for delivery by President Ryan
during a hearing conducted by the Sub-Committee on Education, Arts, and
Humanities of the Senate Labor and Human Resources Committee, Senator
Dan Quayle presiding at the University of Notre Dame, South Bend,
Indiana, on Monday, September 9, 1985.)

Greetings and acknowledgments.

Indiana University welcomes this opportunity to speak to you in

support of federal assistance as a continuing priority to provide the

instruction and research our society needs.

Student Assistance Promos

I understand, Senator, that another panel will deal in detail

with federal programs of student assistance. Indiana University is

supportive of the propositions which are contained in the

'Recommendations for Reauthorization' which has been compiled by the

Indiana Conference of Higher Education. And, financial aid directors

will provide you with specific and detailed proposals for improving

the Higher Education Act. However, I do want to make a few

observations about this important part of the legislation.

Our need for sustained, and increased, support from the federal

government is as great as it has ever been. College costs continue to

rise at a level greaterthan inflation as we attempt to recoup from

the years where ourmeirlid not kapp pace with our expenses. At

Indiana University, in 1984-85, the federal government provided 24% of

our financial aid funds. If you add the government guaranteed loan
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program to this figure, 73.7% of our student aid funds came directly

from the federal government or lenders with government guarantees.

Recently, the General Assembly, has increased appropriations for the

programs administered by the State Student Assistance Commission. As

significant as these increases are, the need remains strong for

substantial federal support if our nation is to achieve the goal of

providing an opportunity for all of its citizens capable of benefiting

from a higher education.

In your request of me to testify today you asked that I comment

on 'ways to find savings in the programs. I would like to emphasize

casYFibe QA e
a few points made in the oemmeeefon decument which could lead to a

better use of federal funds.

The Congress has suggested in its budget resolution, expenditures

in the Guaranteed Student Loan (GSL) program would be reduced. We

believe that savings can be accomplished in this program by requiring

a needs test for all loan applicants, regardless of family income. In

addition, it may be possible to achieve savings by establishing the

market adjustment allowance and other administrative cost

reimbursements at a level which will still allow an adequate return to

lender's. Private capital availability is very important in financing

higher education and we must assure a reasonable return to lenders to

retain their participation.

The rapid and very large growth in the GSL program has provided

much needed aid to students. At Indiana University 56.8% of the

financial aid administered by our Offices of Scholarships and

Financial Aids is in the form of borrowing. We must be cautious that

we do not overburden our graduates with a debt wilich is either too

3 4
57-366 0-86-2



28

great or repayment conditions do not encourage timely and full

retirement of the debt. A proper balance must be :hieved between

grants, loans, and employment earnings in meeting the needs of

students .

There is a growing consensus that the definition of the

'independent student' needs to be altered. We must not forsake the

traditional role of the family for providing funds for higher

education. Where families can make a contribution toward educational

expenses they should be expected to do so. An artificial definition

atich makes it too easy for students to become emanicipated from their

parents diverts funds from the truly needy. Several proposals have

been advanced for a tightening of the definition and I hope that the

Congress udll carefully consider them.

Another area in atich savings could be possible is to

decentralize the Pell Grant delivery system. Not only might savings

result, but the procedures by which students apply and receive Pell

Grant funds can be improved upon by permitting the Multiple Data Entry

(MDE) agencies to process all transactions related to the Pell

program. Institutions are willing to aid in the development of a nra,

streamlined, approach to administering this program. If it is

possible through reauthorization to encourage the administration to

consider an alternative delivery system we would support it.

Title VI - International Education

Title VI has demonstrated what can be achieved through the

comh'nation of Federal support and university initiative. The

national need for a substantial capability in foreign language and

area studies knowledge, recognized in the first authorization of Title
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VI, has not diminished. It grows in importance to our nation's

dealings with an increasingly complex and unpredictable world.

The language of reauthorization and the modifications recommended

on behalf of the higher education community by ACE-AAU-NASULGC

represent our understanding of changes needed in the language of Title

VI to adapt its successful fonnula to the requirements of a much

changed world.

We recommend a greater eephasis on the teaching of spoken

language and the development of verifiable and testable techniques for

teaching spoken language skills in the less commonly taught languages.

We seek a strengthening of the ability to improve undergraduate

education in language and area studies. And we look for ways to

improve the stability of the funding mechanisms that support this long

term program.

Title VII - Construction

We believe Title VII should be flexible enough to provide funding

for construction and equipment. While it is true that the useful

lifetime of a science building is approximately 15 years, a modern

facility serves little purpose if the equipment it houses is out of

date. However, only in the broadest sense would we argue for

equipment funding as a priority over construction because, from time

to time, the needs of a university will vary, a condition which

frequently reflects the amount of support provided these categories on

the state level. In the final analysis, what is needed are adequate

facilities and current, state-of-the-art instrumentation. Substantive

and on-going federal support is vital to successful research efforts.

Before concluding my remarks and at risk of stating the obvious I

want to emphasize the Higher Education Act has strengthened our

universities and colleges and most certainly deserves

reauthorization. I congratulate the committee for the work it is

undertaking in revising the act to efficiently and effectively address

our nation's present and future challenges.

Thank you.
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Senator QUAYLE. Thank you very much.
Now the commissioner of higher education who tries to put all

this together, Dr. Clyde Ingle.
Dr. INGLE. Thank you, Senator.
I am pleased, on behalf of the Indiana Commission for Higher

Education, to have the opportunity to speak to the reauthorization
for the Higher Education Act.

My comments today come from the perspective of a State level
official reporting to a citizen commission which has the responsibil-
ity to view higher education from the State level perspective. From
that perspective, I would like to recognize and emphasize today the
unique partnership which exists between the Federal Government
and the State governments in higher education. In doing so, I ac-
knowledge that uniquely American invention, the Federal system,
and suggest that the Federal-State partnership in higher education
is a good example of why our system of government has worked so
well.

Rather than speak to the various specific parts of the act under
consideration, I would like to briefly outline some of the major di-
mensions of the partnership in Indiana. I will then stress what I
perceive to be the highest priority programs in the partnership and
then close with a general suggestion for the reauthorization proc-
ess.

Regarding the Federal-State partnership in higher education and
in Indiana, in 1984-85, the Federal investment in the operating
budgets of Indiana higher education represented 9.3 percent of the
total for the public institutions, and 4.9 percent for the independ-
ent institutions. The remaining 90.7 percent of the public operating
budgets came from the following sources: 19.7 percent, student fees;
37.4 percent, State appropriations; 33.4 percent, other income from
the sale of services, hospital fees, return from endowments, et
cetera.

For the independent institutions, the portion of operating budg-
ets remaining after the Federal investment was 95.1 percent
broken down as follows: 48.5 percent from student fees; 2.1 percent
from State appropriations; and 46.3 percent from other income,
principally sales and services, hospital fees, gifts and income from
endowment, et cetera.

Placed in context then, the Federal investment in higher educa-
tion in Indiana is relatively low as a portion of the total invest-
ment from the State, from students and from private contributors.
Having established this perspective, I do not wish to suggest that
the Federal investment is unimportant. In fact, it is not only im-
portant, it is in certain areas critical.

Briefly, I would like to turn to the most critical area of Federal
investment which, from my perspective, is student financial assist-
ance. Here I will elaborate briefly on the Federal-State partnership
in this area in Indiana.

In 1983-84, of $89.58 million invested directly by government in
financial assistance in Indiana, 75 percent came from Federal
sources. This did not include the Federal subsidy of student loans
which would increase this sum substantially. During that year, of a
total of 139,434 full-time students, we estimate that 51 percent re-
ceived financial support from the financial aid system.
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The Indiana Conference of Higher Education, in its recommenda-
tions for reauthorization of the 1985 act, has placed highest priori-
ty upon student assistance. The data above indicates why higher
education officials in Indiana see student assistance as being the
primary area of Federal activity. We in Indiana have a serious con-
cern for this program area for a number of reasons.

First, the State, together with the Federal Government, has a
basic commitment to the principle of providing opportunities for
citizens to advance themselves to the maximum extent possible via
education This opportunity has always been critical to the Nation's
welfare. Today, however, this opportunity is perhaps more critical
than ever to the national and to the State's future Thus, when we
look to funds available for assisting our students to pursue a higher
education, we find a marked decline in funds available.

For example, in 1977-78, we estimate that the total maximum
State and Federal grants would have met approximately 100 per-
cent of the average costs of attendance at public institutions and 80
percent of the average costs at independent institutions. In 1984-
85, maximum grants would meet less than 55 percent of average
costs at public institutions and less than 50 percent at independent
campuses.

At the national level, recent analysis from the college boaril
shows that grants awarded to students declined in constant dollars
by 27.8 percent in the period from 1980-81 to 1984-85. This oc-
curred during a period when the cost of attendance increased
during the same period from 20.7 percent in the private university
to 8 percent in the public community college. The net impact, we
believe, is to reduce the opportunity for students from lower
income families to attend college.

The most notable example in Indiana is the participation of
black students, which declined 2.5 percent from 1982-83 to 1983-84,
continuing a decline which began in 1980. In view of the critical
role which minority youth must play in the work force in the years
ahead, this becomes a major State as well as a national problem.
While the decline in resources is not the only cause of this prob-
lem, it certainly is a contributing factor.

I would like to close by suggesting two propositions for your con-
sideration in the reauthorization of the Higher Education Act.

First, in order for the Federal-State partnership in higher educa-
tion to continue to be a healthy one, it is important that consider-
ation be given to those activities which can best be performed from
the Federal level and those which are best performed at the State
and at the institutional level. There is always a tendency for us at
the State level to want to get involved in matters which are best
performed at the institutional level. Likewise, from time to time,
there has been the tendency at the Federal level to get involved in
activities which are bes performed at the State level. The result is
inefficiency at best and mischief at worst.

I would urge a working rule of thumb for programs under the
Higher Education Act which requires convictions that the program
can be better initiated in Washington than at the State house. If
the evidence is not convincing that this is the case, then the Feder-
al Government should probably not become involved.
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A second proposition which I would suggest is that very hard and
deliberate priorities be established for Federal investment in
higher education. There is always the tendency for various inter-
ests to be expressed via Federal legislation. In a period of very re-
stricted resources, it is more critical than ever to determine which
activities under the act are of highest priority for the national in-
terests. Others should be dropped.

Such leadership, I believe, is necessary to sort out the key Feder-
al priorities and focus resources on these priorities to ensure the
largest return per dollar invested. A unique feature of the Indiana
Conference position on the reauthorization is that it has recom-
mended priorities and has not followed the easy route suggesting
that all activities are of equal value.

These two propositions are easy to articulate and much harder to
implement. I understand. Nevertheless, I believe that they are crit-
ical to the future role of the Federal Government in higher educa-
tion and for establishing the favorable pattern and climate for a
fruitful Federal-State partnership in higher education in the
future.

I urge your leadership in implementing these two principles in
the reauthorization process.

Thank you for this opportunity to speak to the reauthorization of
the Higher Education Act.

Senator QUAYLE. Thank you very much, Dr. Ingle. And thank all
the panelists very much for their oral testimony. The written testi-
mony will be a part of the record.

I have got two areas I want to probe a little bit. One is the pres-
ervation of access. But the quez n is not only on access, but
should there be an automatic guarantee that not only access but
also choice of any university without any limitations no matter
what the costs may be.

And the second area I want to proble a little bit on is how we
should approach, and what kind of policy implementation and
thinking we ought to target for the nontraditional student which is
the growing student population.

Let us first take this access versus choice. Now we all support
access. I mean that is what title IV of the Higher Education Act is
all about. Access, whether it is through grants, through loans,
through better forms of financial assistance. And the basic princi-
ple and philosophy has been well documented and something ev-
erybody supports. By and large, everybody supports access.

But once you get into the access, the question comes particularly
with the limitation of Federal resources; should the access be given
to the student to choose any university that he wants and, there-
fore, that the loan or the grant, if they be up for the grant, should
match that contribution, or should there be a drawing line on cost,
so to speak?

Dr. Ryan pointed out the concern he had about making the stu-
dent in debt upon graduation, which I think is a concern. 1f you
take a student that goes to a university and gets .a loan, not a
grant, and they get up to $12,000, $15,000 a year, you multiply that
times four, that is a fairly heavy debt obligation. And I think with
that we have got to think about this.
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One of the propositions that has been advanced, and maybe you
can comment on it specifically, or look at it in a broader policy def-
inition, national terms, is that the amount of loan that a student is
going to receive would be, say, cut off at $7,500 or thereabouts. In
other words, a student could receive a loan or grants, if they are
eligible in the needy category, up through $7,500. But beyond that,
there are going to have tu be some other options that will be avail-
able to the student.

Now, obviously you may get a split in thinking with perhaps
many of the colleges and universities with tuition costs below
$7,500, will say, "Well, there is no problem there. It would not
affect us." On the other hand, the universities that are not below
that, pick my alma mater, are higher than $7,500 today, and you
probably get a little bit different thinking there. I know the admin-
istration supports a cap; they support a much lower cap. They first
suggested, I think, a $4,000 cap which was really very unrealistic.

The cost ofogoing to the school is an issue that we ought to take a
close examination of. Is the cap on aid a good idea? If not, why not?
It is one of the ones I have thought a lot about. It is not an easy
question but will be discussed if I have a say. I do not know what
the Congress is going to do, but it is certainly one that is going to
be talked about a great deal.

If we could just go down the line.
Dr. Schnabel.
Dr. SCHNABEL. Just one question. The figure you used, is that cu-

mulative or single year?
Senator QUAYLE. Single year.
Dr. SCHNABEL. No. 1, the resort to loans is always after we have

exceeded all other available sources. That is to say, grants that
come through with a Pell program or supplementary program or
college work study. Students borrow or should borrow no more
than they have by way of remaining need after their family consid-
erations and other grants can be provided.

At the present time, we are not at the $7,530 limit per year for
GSL. That is what you are referring to?

Senator QUAYLE. GSL.
Dr. SCHNABEL. Combined?
Senator QUAYLE. Total.
Dr. SCHNABEL. Was $7,500 the combination of the grant--
Senator QUAYLE. Total combination of all grants GSL, NDSL,

all loan and grant programs afforded by the Government.
The thinking would be that, as I said, one, the debt problem; two,

you know perhaps that will provide access, yes, but limited amount
of access. And any kind of percentage that perhaps will hold the
costs down.

Dr. SCHNABEL. Well, I suppose one could meaningfully set a limit
if one could also assure that there were a cap on inflation. That is
the problem we have been running into.

The cost of public and independent institutions have necessarily
risen while the sources of funds or grants has not. And that is
what escalated the use of loans.

At one time, for example, in the independent sector 5 years ago,
the amount of money that the students borrowed was a far greater
proportion of their total bill than it is now. And it has declined
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such that at that HMO we had 'A percent sif our students moving
into WV*. and today it is 74 percent because the gap is there, and
the only way to elms thst gap is by loans

If you are suegrating. therefore, that a combination of work,
grant. and ban be ma at $7.500, or slomething like this, this would
week only insofar ao we are in a point right now, and that we
would remain in it This is adequate to enable students to have
both *MOM and choice And you mean by that an opportunity to
pursue an education that suits their aspirations and their abilities.

If we can Ind rem inflation. we can surely then remain withina
Senator Qvavta. I might point out that, obviously, if you net an

arbitrary figure of $7.MO. or whatever it would be, you are not
gong to sti complete freedom of choice. I think that is implicit in
thy question.

So, if you are raying that they ought to have absolute choice and
that, theretbre, the loans and grants that are available for what-
ever the 0014 would be, then you would come down and say, "They
ought to have am much choice as possible without the fluids." Be-
cause you will deny some choice because thew loans would obvious-
Le be tainted in some colleges and universities that would be over.
We would have to figure out way through their own foundations
or whatever to maks up the difference. So that I. a policy question.

Dr. Deering.
Dr. Bastuno, Well, I have mixed emotions about it because life

really is not quite as klealistk as we are assuming it to be by
sing everyone has total choice and total access. There are many
ober factors. pngraphic and cultural and ethnic and the capabili-
ties of the Individual student and special interests that he or she
may have in terms of prdessional and vocational goals. So it is a
very, vory tarp mixture o( factors that enter into it.

At this point in tin*. I would be comfortable with a $75,000 or
01,000 ca if were to couple it with price inflater to take care
of Dr. 's concern about the inflation. But the history of
this program that we have lived with has relatively the same
amount of resources available. And so, in essence, we have been ra-
tioning the available dollen in the face of rather severe increases
in cost. So I am little worried about it for that reason as well.

Senator QUATIL Dr. Ryan?
Dr. Ryan, Seimtor, I think there are some elements to the idea

that need some more examination.
For the record, let me ley that Indiana University itself would

have no particular difficulty with that level of combined support.
But there are two things that I have thought of in the last 30 sec-
onds, so this will probably be as brilliant a 30 seconds as 30 seconds
can be. which is not very brilliant for an Irishman like me.

One is thet I wonder about the wisdom of any kind of cap that
embraces grants as well as loans. It seems to me that both for
social and political nelsons in a grant it is important to
have the widest kind o( availability and dimislon among the popu-
lation. Attar basic qualification of an individual I. determined, it is
the determination or the desire of the individual, of the student or
his family to pursue education at all and to pursue it at a particu-
lar place that creates variation of the cost level.
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What I am really trying to say is that the Federal Government's
allocation of funds or grants is a current expenditure to buy a cap-
ital asset, namely a more highly educated member of society. Fed-
eral funds invested in loans is an investment. It is an investment
that provides a return in the form of a capital asset.

It seems to me the loan choice to the individual is the amount
ofis the cost of the money, that is, interest that is charged, as
against his employment of his own increased capital asset in his
future. That is why I suggest examining the idea of it more.

And if one were to move in the direction of fixing the total, of
capping Federal funding for a student for 1 year, I would be un-
comfortable with applying that to loans, as uncomfortable as I am
with loans being too high.

Loan money is a different kind of money than grant money, and
I think there is a different argument to be made relative to cap. I
say that mindful of the fact that we cannot be indifferent to the
cost experience of the nonpublic institutions of the country for the
very practical reason that if we are, pretty soon we will find that
others are indifferent to the cost experience of public institutions
of this country.

Also, I think, that preservation of the quality and integrity of the
non-public system is as important to us as any other feature of our
own public system.

Second, point I would makeis more tactical than financial. You
are more expert than I in observing the life cycle of policies and
programs and decisions in the Congress, and so what I am about to
say may be extraordinarily naive or way off the mark. But if it is
not, then I would like you to give some attention to it in terms of
this suggestion about fixed dollar cap cumulative of all Federal
programs. I refer to creating an irresistible attractiveness to
change the mix of funds that are available in supportfinancial
aid support for students.

What do I mean by that? If there is a fixed cap for all programs,
some at least would be encouraged to maximize the amount of loan
funds involved in that mixed cap and minimize the amount of
grant funds. This could be counter productive by improperly influ-
encing student decisions about choice of career and/or institution.

The temptation, if there is a fixed amount is to maximize within
that fixed amount the part that a student has to repay. I think we
ought to examine that possibility. That would not be the intention
perhaps of such a policy, but it could well be the result.

Senator QUAYLE. There has got to be a proper balance. There is
no doubt about it.

Dr. Ingle.
Dr. INGLE. Senator, I would, first of all, urge extreme caution in

setting up a situation where was a tradeoff between access and
choice.

In my judgment, the principle of promoting the equality of op-
portunity involves the opportunity to choose among institutions. It
seems to me that if we had this tradeoff situation defined, then we
will end up having a lively conflict between sector which we cannot
afford.

So I would urge that we think in terms of how best to promote
opportunity and reduce the stress of the tradeoff which has been
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described. It has been over the year, but I would still like to raise
caution about it.

Second, the proposition of a cap, as you have presented it here, I
am not sure what the assumption is about an individual self-help
component of the costs of attendance. And I would assume that one
of our propositions here might be to ensure that all students are
making some reasonable and tough self-help contribution.

I would stress it seems to me that there exists today for lower
income students a real cap on available resources to the extent
that, in my judgment, we are ending up with a reduction in partici-
pation in the very areas where we cannot afford it. So, rather, the
practical cap is to reduce the cost to the Federal budget is a formal
policy cap or whether, in fact, it is a rationing cap which is the
result of where we are today.

It seems to me we need to back up and ask what is the practical
impact of the opportunity of either of these caps.

Now I would offer very quickly in closing the thought that we
have no problem from a State level perspective with caps. In fact,
we have implemented in the last legislative session the principle
that no student who chooses to go to a private institution should be
receiving more public money than if that person chose to go to the
lowest cost public institution. The principle, therefore, is that we
support choice, but it is not an unlimited choice. It is a choice that
one has to be willing to pay.

So the principle of cap, in my judgment, does not interfere with
the principle of accesss and choice and, broader, principle of equal
opportunity.

Senator QUAYLE. OK.
In deference to our time constraints, I am going to have to save

that question for another panel. We have been on this for an hour.
With five panels, I will get out of here at 2 o'clock. That is way
beyond the time I have to report back to duty.

So, gentlemen, thank you very much. We will be looking to the
board fbr future ideas and future communications on this issue.

Next, Dr. Summers, Mr. Lamkin, Mr. Conti, Dr. Helman, Mr.
Martin.

OK. Leadoff batter, Dr. Phil Summers, president of Vincennes
University.

Welcome and proceed.

STATEMENTS OF DR. PHILLIP M. SUMMERS, PRESIDENT, VIN-
CENNES UNIVERSITY, AND PRESIDENT, INDIANA CONFERENCE
OF HIGHER EDUCATION, VINCENNES, IN; GERALD I. LAMKIN,
PRESIDENT, INDIANA VOCATIONAL TECHNICAL COLLEGE, IN-
DIANAPOLIS, IN; A.W. (TONY) CONTI, PRESIDENT, INTERNA-
TIONAL BUSINESS COLLEGE, FORT WAYNE, IN; DR. A. BLAIR
HELMAN, PRESIDENT, MANCHESTER COLLEGE, NORTH MAN-
CHESTER, IN; AND DR. ROBERT E. MARTIN, PRESIDENT, INDE-
PENDENT COLLEGES AND UNIVERSITIES OF INDIANA, INC., IN-
DIANAPOLIS, IN

Dr. SUMMERS. Many of the people in the first panel acknowl-
edged the Indiana Conference of Higher Education and what has
been achieved in that report. And I would want to acknowledge
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that Dr. Joe Giusti, sitting here in front, coordinated that effort,
and Betsy Brand from your staff was an important person too.

Senator QUAYLE. Thank you.
Dr. SUMMERS. The other thing I would want to know is this is a

landmark year, if I am correct. About 200 years ago, the Federal
Government got into the business of helping higher education with
the ordinance of 1785. In fact, that is how Vincennes University
was founded, with 23,000 acres of land that came from that grant.
And we have been successful in having Federal support ever since.

The 1965 authorization was landmark legislation. And again this
year the reauthorization will probably result in landmark legisla-
tion in terms of Federal assistance to Higher Education. Vincennes
University is the 39th oldest college in the United States. And
today there are 1,200 technical colleges, community colleges, junior
colleges. I thought you might like to hear what this act does for
one college in the State that you represent, Vincennes University.

I am not going to speak to all of the titles, but some that are
very important to us. Title III, the strengthening developing insti-
tutions funds. We received a number of grants from that title total-
ing approximately $2.4 million.

Vincennes University is a teaching institution. Instruction is
critical. Those dollars helped us become what we hope would be
one of the best community colleges in the United States in terms of
serving disadvantaged students. We also received a challenge grant
through that title III which allowed us to have the first computer
aided design, the CAD system, for educational purposes, in the
Midwest. Resulting from that Federal assistance has been some
unique programs such as Roboties degree program which was the
first in Indiana.

Our recommendation in terms of title III is that the Secretary
would give preference to those institutions that have been previ-
ously funded and demonstrated their ability to achieve the goals of
that title. Also preference should be given to those institutions that
have been able to institutionalize the activities that were developed
through that grant.

Our eligibility has been continued. We will be applying for an-
other grant under that title, and it definitely serves disadvantaged
students. At Vincennes University we have an open door admission
policy, and we have a great number of students who come to VU
for our services for the disadvantaged student.

Title IV, you have heard much discussion of that. The informa-
tion that I would share with you is 78 percent of our full-time stu-
dents on the Vincennes' campus qualified for financial aid. That is
somewhere around 3,600 students last year with approximately $5
million being received.

I would tell you a personal reference in terms of financial aid. I
think I was probably one of the first students at Indiana University
in the year 1959 to receive a national defense student loan. I know
how important financial aid is because that was the only hope I
had of finishing my degree. Recently that was brought back to my
mind when I met in our administration building a lady with two
small children in her arms asking for the financial aid office. She
said she had to have help because that was the only hope she had
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for her future life, to get a good education. I believe that is what
that title is to do, to provide access and hope for all.

In terms of the other titles, I would speak very briefly to the con-
struction title, the facilities title. We have received about $3 mil-
lion, almost $4 million from this title. The new emphasis should be
on reconstruction or remodeling. That is going to be crucial in the
future.

I would also want to state that in title X, we have been able to
help a significant number of welfare mothers. VU has a program
that has been developed and institutionalized, and we have over
150 people that we have tried to help through that program.

Hope. I mentioned that Vincennes University was founded be-
cause people believed if freedom and opportunity was going to be
possible and exist on the frontier, they had to have education. I be-
lieve that the need is even greater today.

Thank you.
[The prepared statement of Dr. Summers followsd
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Testimony of Phillip H. Summers, Ph.D
President of Vincennes University
Before the Subcommittee on Education, Arts and Humanities,
Senate Labor and Resources Committee
September 9, 1985
South Bend, Indiana

Mr. Chairman and Members of the Subcommittee: I am Phillip Summers, President

of Vincennes University. Thank you for the opportunity to speak upon the

reauthorization of the Higher Education Act of 1965.

It is appropriate that, two decades after passage of the Higher Education

Act of 1965, this Subcommittee should hold hearings upon its reauthorization

here in Indiana. For, two decades after the enactment of the ordinance of

1785 (the nation's first legislation'to extend general aid to public higher

education through grants of public land), the citizens of frontier Indiana

petitioned Congress for Federal assistance. The successful result of that

petition was the establishment, in 1806, of Indiana's first institution of

higher education, Vincennes University.

While it took two decades for Indiana's citizens and Vincennes University to

receive benefits from the ordinance of 1785, they have received assistance each

and every year from the Higher Education Act, Vincennes University and those

it serves have been assisted under most titles of the Act. Specifically, the

University and its students have received assistance under Title I, Continuing

and Community Education; Title II, College Library Assistance; Title III,

Instructional Aid; Title IV, Student Assistance; Title VII, Construction of

Academic Facilities and Title X, Fund for the Improvement of Post Secondary

Education.

I would like to chare with you some examples of how the Higher Education Act
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has served the students of Vincennes University and the citizens of Indiana.

Although it only received $27,000 through Title I, Continuing and Community

Education, these funds enabled the University to meet the special needs of

adults and businesses through workshops and seminars. Unfortunately, at a

time when response to those special needs of adults and communities is be-

coming increasingly urgent, Congress has chosen not to fund the program

designed to meet those needs.

The $150,000 granted Vincennes University through Title II, College Library

Assistance, supplemented the University's purchases of library materials.

These funds, discontinued this year, after eight years of decline, are sorely

missed.

The programs which have played the most decisive roles in enabling Vincennes

University to respond to the needs of Indiana students have been Title III,

Institutional Aid and Title IV, Student Assistance. We continue to regard

these titles as the twin keystones of any legislation to assist higher education.

Vincennes University has risceived approximately 2.4 million dollars through Title

III, Developing Institutions Program. Through the early Basic Program

of Title III, the University led a consortium of midwest junior colleges

in assisting faculty to develop individualized instruction techniques and

audio-tutorial teaching methods, so that students could learn at their

own individual rates.

Through two long-term Advanced Program grants, the University was able to

improve its performance in instruction, in student services and in administra-

tive and financial manaLement. During the eight years that these projects
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existed, faculty improved existing courses and shaped new courses, complete

study skill-assistance and tutorial programs were developed to meet the needs

of University students, and computerization of financial and management infor-

mation greatly aided decision-making and fiscal management. Computerization

of financial aid records resulted in both better management and better ser-

vice to students.

Four years ago, Vincennes University was awarded a Title III Challenge Crane.

Of special significance was the matching of federal funds with private dollars

for the purchase of high tech equipment. With the assistance of this grant,

Vincennes University established the first Computer Aided Design (CAD) system

in the midwest for educational purposes. This Title III grant enabled the

development and improvement of a number of courses (including Indiana's first

robotics program).

We support the continuation of Title III, and its present programa: However,

we recommend that the Secretary give preference to those institutions formerly

funded under this Title which clearly demonstrate the institutionalization of

previously funded activities. And, we ask that all colleges which serve dis-

advantaged students have equal access to the program.

Title IV's financial aid grants and loans are extremely important to the

students we serve. Last year, 3,667 students (78 percent of our full-time stu-

dents on the Vincennes campus) received over 5 million dollars in grants and

loans through its provisions. While se recognize the need for careful manage-

ment of these funds, vs suggest that some flexibility must be maintained by

the institution to sect the legitimate needs of those it serves. Especially
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urgent is recognition of the needs of the part-time and adult student. For in-

tance, under present law, the dependent of an individual making 12,000 dollars

a year would be eligible for all forma of financial aid. The parent, however,

would be eligible for no assistance. We suggest that equity is lacking.

Vincennes University is the only Indiana institution of higher education to

sponsor four (Upward Bound, Spe& Services, Talent Search and Veterans Upward

Bound) of five TRIO programa and has one of Indiana's oldest Upward Bound

Programs. Annually, the University receives over one-half million dollars to

support these programs' services through Title /V.

The staff of these programa, in cooperation with high school teachers

and counseloreliparents and University faculty and staff, offer support and

services to pAng man and women from throughout southwest Indiana. This

nation is facing a shortage of educated and skilled young people to meet its

needs. The staff of these programs are reaching out to aid those who might

otherwise never attempt to reach their potential. The Veterans Cost of

Instruction program, woefully underfunded at present, allowed the University

to offer Veterans some special assistance.

In the 1960's and early 1970's, colleges and universities desperately needed

help to construct buildings to house courses for the increasing student popula-

tion. Through grants totaling 3.6 million dollars, Vincennes University was

assisted in renovating or constructing twelve classrooms, laboratory and

library buildings. That need, despite level enrollment, still exists for some

of us. For all of the colleges in Indiana, however, the most pressing

facilities need is for assistance to insulate, renovate and modify existing

buildings. A mall investment through Title VII to meet these needs would

preclude a later need for massive funds to replace these buildings.
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While Vincennes University has received only one three-year grant through Title

X, Fund for the Improvement of Post Secondary Education, we believe that it is

an exanple of what may be accomplished through the judicious investment of Federal

funds. In 1977 ve received a grant to offer displaced homemakers, mothers re-

ceiving Aid to F,milies with Dependent Children and other disadvantaged adults

assistance in completing some form of postsecondary education. The total

amount of the three-year grant was slightly over 144,000 dollars. Each year

the Program for Adult Student Success enrolls approximately 150 individuals.

Its graduates leave the welfare rolls and become financially responsible tax

Payers. Again, the major deficiency of this program is thet so little money is

appropriated to meet the educational program needs of so many.

As chairman of the Indiana Conference for Higher Educations hao been mq

privilege to preside over its exhaustive analysis of the present Act and its

deliberations for recommendations for the Aces reauthorization. Representatives

from each of Ind2ana's institutions -- 118 faculty, administrators and staff --

formed task forces and examined each Title of the Act carefully. The results

of our deliberations are contained in our final report, "The Higher Education

Act of 1965 ... Recommendations for Reauthorization."

The Act has been characterized as this nation's first coordinated education

program designed to cope with the rising aspirations of ysiun people from every

social class. While ve must maintain emphasis on the education of the young,

I would hope that the Act, when reauthoiized, will be described as the nation's

first education program designed to cope with the rising aspirations of all

people of all ages from every segment of society.

Thank You.
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Senator QUAYLE. Thank you very much, Dr. Summers.
Next Mr. Jerry Lamkin, president of Indiana Vocational Techni-

cal College.
Mr. LAMKIN. Senator, as the president of the 22-year-old, State-

supported technical college, we are pleased to have this opportuni-
ty to offer comments with respect to reauthorization of the Higher
Education Act. Specifically I will be addressing four items:

One, the importance of the Federal student aid programs to stu-
dents and to our institution.

Two, offering suggestions for mechanisms to effect savings in
these programs.

Three, the impact of steadily increasing numbers of adult learn-
ers at our institution and the unique needs for financial aid for this
population.

And, four, strategies to assist adult students in achieving further
education and training.

Ivy Tech, as we are popularly known in Indiana, is a State-sup-
ported institution of postsecondary education. We are the third
largest postsecondary educational institution in the State, enrolling
over 53,000 credit students annually in more than 50 degrees and
technical certificate programs. Sixty percent of our students attend
on a part-time basis. The average age of an Ivy Tech student is 27.
Nearly half are married, and the majority hold some form of em-
ployment.

Created in 1963 by the Indiana General Assembly, it is the mis-
sion of Ivy Tech to provide occupational training of a practical,
technical and semitechnical nature, designed to help Hoosiers meet
individual career goals and, at the same time, to provide a quali-
fied work force to promote the economic development plans of the
State. To that end, Ivy Tech serves the needs of Indiana citizens in
every county through its network of 13 regions with classes offered
in over 40 communities throughout the State.

During 1984-85, Ivy Tech students participated in a variety of fi-
nancial aid programs, many of which were funded through local,
State, and Federal resources. Out of a total enrollment of 27,692
students, roughly half, or 13,691, students received some form of
student financial aid with an average award of approximately
$1,200.

By contrast, if I had appeared before this group 10 years ago, I
would have outlined the financial aid program for Ivy Tech stu-
dents dominated by veterans benefits and consisting of CETA train-
ing, and some BEOG grants and Federal work study.

Five years ago, I would have explained a program in which 4,010
students, or 16 percent of the student enrollment participated in
veterans benefits programs, 937 participated in social security,
3,817 in BEOG, and 1,047 in student loans. Additional students re-
ceived assistance from employers, private scholarships and other
aid programs. The total financial aid recipients amounted to 56
percent of the student population.

Today, fall of 1985and this data will not be final for another 2
weeksthe trend indicates that student participation in veterans
benefits and social security programs now comprise less than half
of the number of 5 years ago, or less than 10 percent of our entire
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student assistance program. Several hundred students are no
longer eligible for participation in JTPA programs.

Because of the decline or phaseout of these programs, other
campus-based financial aid programs are showing increased rates
of participation and are becoming of greater importance. These
programs include for Ivy Tech: Pell grants, $7.6 million, up 175 per-
cent since 1980; college work study, $534,267, up 25 percent; supple-
mental education opportunity grants, $99,731, up 361 percent; and
guaranteed student loans, $5.9 million, up 110 percent since 1980.

My point, in quickly reviewing the colleges' financial aid pro-
gram over the last 10 years, is to emphasize how the dimension of
the program has changed.

Today, Ivy Tech students rely heavily on Pell grants, guaranteed
student loans, college work study, State grant programs, college fee
remissions and employer assistance and, to a far lesser degree, on
veterans benefits, JTPA and social security benefits.

Perhaps this illustration has afforded a better understanding of
the financial aid picture and of the uniqueness of Ivy Tech students
who are older and are primarily enrolled on a part-time basis. Stu-
dent aid plays an important role in enabling students to obtain
their objectives.

In addition, it enables Ivy Tech to reach its mission of serving
the citizens of Indiana.

Ivy Tech, as a member of the Indiana Conference of Higher Edu-
cation, supports the recommendations for reauthorization issued by
the conference in April of this year. In addition, however, I would
like to address some specific concerns. One, the current student eli-
gibility regulations are restrictive and exclude large numbers of
people, in particular the older and oftentimes employed student in
attendance at Ivy Tech.

We request that these regulations be reviewed and modified to
permit less than half-time students access to student aid programs
which would enable them to finance their educational objectives
while continuing their present employment and supporting their
families. With such flexibility, more adults, minorities, unem-
ployed, and academically underprepared students returning to
school for upgrading or retraining would, for the first time, have
access to the means with which to remove the most significant bar-
rier to their educational objectives; namely, financing.

Second, the specific conclusion of the National Commission on
Student Financial Assistance, that there is no compelling reason to
radically change any of the assistance programs to keep pace with
increased costs, may not fully address the real issue of authoriza-
tion versus appropriation. Ivy Tech concurs that while part of the
problem may be inadequate funding, it may also be the inflexibility
of the programs themselves.

The concept of block grants wherein institutions would have
greater flexibility with Federal student aid dollars is an idea which
should be explored more fully. We believe that the grant support
should be increased, particularly for the neediest students so as to
slow the growing dependence upon student loans and the potential
for default. Such flexibility may also serve to simplify and improve
the delivery system dramatically.
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Third, the validation process associated with the Pell Grant Pro-
gram places an enormous burden on our institution. The unfortu-
nate outcome is that far more time is spent processing voluminous
paperwork, thus diminishing time spent assisting the student with
counseling as to aid options and availability. Obviously, the need
for verification of data is recognized and compelling. One solution
might be to find a better mechanism to gather reliable information
at the time of initial application without the need for subsequent
validation.

Related to this issue is the subject of cost savings. Ivy Tech
would support a revision of the regulations governing administra-
tive cost allowances. Since schools are the ultimate beneficiary of
student assistance programs, it is arguable that participation in the
costs of administration of these programs which enable so many
students to attend our institution who might not have been able to
without such assistance would be a reasonable expectation.

Other cost savings may similarly be possible within the Guaran-
teed Student Loan Programs. A few of the areas which might be
considered are the administrative cost allowances to guarantee
agencies in special allowance payments, subsidies to lenders, and
by perhaps considering the imposition of a requirement for satisfac-
tory academic progress; that is, unsatisfactory progress equals no
renewal of Pell grants; limiting the number of times a student
could change his major without loss of his grant; or targeting the
grants to students studying in fields where a determined shortage
of qualified workers exists.

Finally, while these programs will always require updating,
there is a tremendous need for stabilization. Stability would avoid
the uncertainty created by constantly changing rules and regula-
tions and the timely communication of same.

We, the educational institutions of this great land of ours, the
students, parents, and all those concerned with the future of our
country, depend upon you to not only provide the programs in sup-
port of our common national objectives, but to make them efficient
and workable as possible.

We look forward to working with the Federal Government to ac-
complish this goal, and thank you for giving us the opportunity to
present our views this morning.

Thank you, Senator.
Senator QUAYLE. Thank you very much, Mr. Lamkin.
Next Mr. Tony Conti who is president of the International Busi-

ness College of Fort Wayne.
Mr. Conti.
Mr. CONTI. Senator Quayle, I too appreciate the opportunity to

testify this morning regarding reauthorization of the Higher Edu-
cation Act. In addition to representing my institution, I am reflect-
ing the views of the Association of Independent Colleges and
Schools of which IBC is a member.

International Business College has been in existence for 96 years.
It provides comprehensive secretarial and accounting training pri-
marily in 10- to 12-month programs.

IBC students are drawn primarily fforn middle-income families
and from throughout the State of Indiana and neighboring States.
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Appended to my testimony is a copy of the position paper devel-
oped by the Association of Independent Colleges and Schools re-garding the Higher Education Act reauthorization. I will not
review each of the items discussed in that position paper but, in-
stead, will highlight those which are important to International
Business College and its students.

Item No. 1: Increase in the loan maximum to at least $3,000 per
year. Increasing the maximum to $3,000 would be a small first step
to provide greater access to postsecondary education for many stu-
dents. Increasingly, a student is dependent on loans for providing a
large part of the cost of attendance because grants and vork studyfunds have also not kept pace with the CPI. An increased GSL
maximum is particularly important for students attending private
institutions where, of necessity, tuitions and fees are higher than
at publicly supported institutions.

Item No. 2: A sure access for all eligible students through nondis-
crimination and lender of last resort requirements. Adults return-ing to school for retraining on a half-time basis have difficulty in
finding a lender. Providing guaranteed access to the GSL Program
would assure that adults seeking retraining would not be denied
that training for financial reasons.

Increasing the special allowance paid to lenders and imposing
stricter due diligence requirements on both lenders and guarantors
will inevitably restrict access to loans to the least creditworthy,
generally in the low-income and/or vocational school student.

Item No. 3: Maintain automatic eligibility for students from fam-
ilies with adjusted gross incomes of less than $30,000.

Current law allows students from families with less than a
$30,000 AGI to be eligible for the GSL in school interest subsidy
and special allowance subsidy. This provision should be maintained
because otherwise a large number of independent students would
be denied access to GSL's. In spite of the fact that independent stu-
dents making $10,000 to $25,000 a year are presumed to have suffi-
cient funds to pay for their postsecondary education, as determined
by the current needs analysis, realistic costs estimates for finan-
cially supporting a family leave little money to pay for a postsec-
ondary education.

Item No. 4: Changes can be made to reduce defaults and save
money in the GSL Program. Congress should provide that repay-
ment of GSL's be graduated according to the number of years a
student has been out of school. Often students are unable to repay
a GSL during the early years while, at a later date, they have a
much higher income and a greater ability to pay.

Item No. 5: The College Work Study Program should be modified
to allow students attending proprietary institutions to participate
in the College Work Study Program on campus. International Busi-
ness College currently uses college work study funds for its cooper-
ative education students. By pairing two students, we allow them
to fill a single position in nonprofit organizations. However, be-
cause tif the comprehensive and intensive nature of the Business
School Program, it is often difficult for students to find positions in
nonprofit agencies in order to use the college work study funds.

Item No. 6: Eliminate uncertainty in the needs analysis and gen-
eral provisions section of the statute. At International Business

5 4
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College. we try to package thy student aid funds I year In advance.
Unfortunately. regulatory requirements for transcripts in order to
obtain a 0151. or uncertainty as to what the family contribution
will be for the grant program inhibits longrange planning for stun
dents their families, and the institutions. Therefore, we mom
mend that a motor calendar be adopted for the delivery of student
financial aiststance. and that certain parts of the need analysis be
included in the statute so that the Department of Education's di*.
cretion would be limited,

We, the administration of poetsecondary institutions, recognise
that we must form a partnership as legialators, lenders. guarann
tors, students, their parents and. ultimately, the taxpayers to pro.
vide the best opportunities possiblc I look forward to assisting In
that effort, and I thank you very much.

IThe prepared statement of Mr. Conti and the position papers of
the Association of Independent Colleges and Schools follow:I

5 a
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TESTIMONY

BY

MR. A.M. CONTI

PRESIDENT, INTERNATIONAL BUSINESS COLLEGE
FORT MAYNE, INDIANA

Senator Quayle and Members of the Subcommittce. I appreciate the

opportunity to testify Wore the Subcommittee this morning regarding

reauthorisstion of the Higher Education Act (NEA). I am Anthony Conti,

President of International Business College (IBC), Fort Mayne, Indiana.

In addition to representing my institution, I will reflect the views of

the Association of Independent Colleges and Schools (AICS), of which IBC

is a member.

International Business College has been in existent: for 96 years.

It provides comprehensive secretarial and accounting training primarily

is ten-to-rwelve mouth programa. IBC is recognized by the AICS

Accrediting Commission and the State of Indiana as junior college,

thereby qualifying it to award the associate degree. Programs st both

the Fort Wayne and the Indianapolis schools begin in July. September,

and February of each year and there are currently 750 atudents enrolled.

IBC students are drawn primarily from middle-income families and

from throughout the State of Indiana and neighboring states. Dormitory

facilities are provided at both locations. TUition and forte are

approximately $5,000 per academic year. IBC has strict attendance and

dross codes and successfully places over 95 percent of its students in

Wee requiring skills learned at IBC.

Appended to my testimony is copy of the position paper developed

by the Association ot Independent Colleges and Schools regarding the

Nigher Education Act reauthorization, I will not review each of the

items discussed in that position paper, but instead will highlight those
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which are important to International Business College and its students.

I. INCREASE THE LOAN MAXIMUM TO AT LEAST $3,000 PER YEAR

The current Guaranteed Student Loan (GSL) maximum was established

in 1972 when the program was established. Obviously, the $2,500 maximum

has not stayed current with either the Consumer Price Index (CPI) or the

increases in the costs of education since 1972. The result is an

increasing gsp between the cost of education a student must pay and the

financial support received to fund a postsecondary education.

Increasing the maximum to $3,000 would be a small first step to

provide greater access to poetsecondary education for many students.

Increasingly, a student is dependent on loans for providing a large part

of the cost of attendance because grants and work study-funds have also

not kept pace with the CPI. An increased GSL maximum is particularly

important for students attending private institutions where, of

necessity, tuitions and fees are higher than at publically-supported

institutions.

II. ASSURE ACC'SS FOR ALL ELIBIBLE STUDENTS THROUGH NONDISCRIMINATION
AND LENDER OF LAST RESORT REQUIREMENTS

The Guaranteed Student Loan program was established as an access

program wherein borrowers would not have to go through a credit check or

other impediments to receive a GSL. The imposition, by statute or by

program policy, of additional barriers to that universal access will

greatly handicap those very students who need the aid the most in order

to attend postsecondary institutions. Therefore, we reconmiend that the

REA include a nondiscrimination clause which would prevent any lender

and guarantor which participates in the program from discriminating

against any student based on the type of program in which they are
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enrolled, the length of the program, and the attendance of a particular

institution. Moreover, all state loan agencies participating in the GSL

program and receiving Federal reinsurance should provide or ensure the

availability of a lender of last resort.

Adults returning to school for retraining on a half-time basis have

difficulty in finding a lender. Providing guaranteed access to the GSL

program would assure that adults seeking retraining would not be deniede

thai training for financial reasons.

Decreasing the special allowance paid to lenders and imposing

stricter due diligence requirements on both lenders and guarantors will

inevitably restrict access to loans to the least creditworthy, generally

the lOw-income and/or vocational school student. Changes to the law as

a result of reconciliation and reauthorization should be particularly

sensitive to the market forces which drive the GSL program.

III. MAINTAIN AUTOMATIC ELIGIBILITY FOR STUDENTS FROM FAMILIES WITH
ADJUSTED GROSS INCOMES (AGI) OF LESS THAN $30,000

Current law allows students from families with less than a $30,000

AGI to be eligible for the GSL in-school interest subsidy and special

allowance subsidy. This provision should be maintained because

otherwise a large nuzber of independent students would be denied access

to GSLs. In spite of the fact that independent students making $10,000

to $25,000 a year are presumed to have sufficient funds to pay for

their postsecondary education, as determined by the current needs

analysis, realistic cost estimates for financially supporting a femili

leave little money to pay for a postsecondary education.
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IV. CHANGES CAN BE MADE TO REDUCE DEFAULTS AND SAVE MONEY IN THE GSL
PROGRAM

We applaud the efforts of the Department of Education to

aggressively collect defaulted loam' through such mechanisms as

offsetting Federal tax refunds against delinquent or defaulted loans and

seeking judicial action against defaultors.

Congress should provide that repayment of GSLe be graduated

according to the number of years a.student has been out of school.

Often students are unable to repay a GSL during the early years, while

at a later date they have a much higher income and a greater ability to

pay. If such a provision is adopted, it should be as administratively

simple as possible in order to not discourage lenders from participating

in the GSL program. I would like to note at this point that the default

rate of students attending IBC is, in our estimation, quite low. Our

NDSL default rate is 2.81 percent and I would expect that our GSL

default rate is lass than 4 percent.

V. THE COLLEGE WORK STUDY PROGRAM SHOULD BE MODIFIED TO ALLOW STUDENTS
ATTENDING PROPRIETARY INSTITUTIONS TO PARTICIPATE IN THE COLLEGE
WORK STUDY PROGRAM ON CAMPUS

International Business College currently uses College Work Study

funds for its cooperative education students. By pairing two students,

we allow them to fill a single position in nonprofit organizations.

However, because of the comprehensive and intensive nature of the

business school programs, it is often difficult for students to find

positions in nonprofit agencies in order to use the College Work Study

funds.

5 9
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VI. ELIMINATE UNCERTAINITY IN THE NEED ANALYSIS AND GENERAL PROVISIONS
SECTION OF THE STATUTE

At International Business College, we try to package the student

aid funds one year in advance. Unfortunately, regulatory requirements

for transcripts iu order to obtain a GSL or uncertainty as to what the

family contribution will be for the Grant program, inhibits long-range

planning for students, their families, and the institutions. Therefore,

we recommend that a master calendar be adopted for the delivery of

student financial assistance and that certain parts of the need analyais

be included in the statute, so that the Department of Education's

discretion would be limited.

As you know, the Department has used the family contribution

schedule as a rationing device to limit the costs of the Grant program.

These schedules bear little resemblance to reality and, as.such, often

postpone finalization of a student's aid package until the school year

begins. As I noted earlier, our school year begins in July, September,

and February. For the July start date, it is very difficult to plan how

much money a atudent will have in advance of that date.

VII. THE PELL GRANT MAXIMUM SHOULD BE INCREASED TO COVER MORE OF THE
STUDENTS' COSTS

As with the GSL maximum, the Grant maximum has not changed

significantly in the past decade. Thus, students and parents must pay

an increasingly higher percentage of postsecondary costs. We therefore

recommend that the Grant maximum be increased to $3,000 per academic

year in order to recognize the increase CPI and costa of education

during the past years.
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The Higher Educetion Act is eseential for ancients desiring to

obtain a postsecondary education in the United States. It is essential

not only for low-income students, but also for students from

middle-income families who need temporary assistance, primarily in the

form of loans and workstudy, to pay for their educational costs. The

HEA reauthorization should make realisitc changes to enhance the

opportunities for students throughout the country, while at the same

time recognizing tho vast deficit the Federal government has incurred

over the many years. The Budget Resolution reconciliation'bill should

not make changes so drastic to the GSL program that access to GSLs is

limited for vocational students.

We, the administrators of postsecondary institutions, recognize

that we must form a partnership with legislators, lenders, guarantors,

students, their parents, and ultimately, the taxpayers to provide the

best opportunities possible. I look forward to assisting in that

effort.
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POSITION PAPER

OF TOE

ASSOCIATION OF INDEPENDENT COLLEGES AND SCHOOLS

REGARDING

REAUTBORIZATION OF TBE HIGHER EDUCATION ACT

I. General Issues

A. SnHaHlisaLiall al AK cranclimad,fmmat

Wo consolidation of the campus-based programs should be nada.

However, if they are consolidated, the following must occur: access to

GEL. is assured for all eligible students, in part due to statutory

prohibitions against discrimination based on the institution's tax status

or type of accreditation; proprietary school students could use their

college work/study funds for job. at the proprietary institution, in the

Isome way that a student attending non-profit institution can; and

triggers are included or assurances made that the elimination of some of

Ithe campus-based programs would not result in a reduction of Title IV funds

below current levels. If consolidation should occur, it is essential that

institutional flexibility regarding the remaining programs he enhanced and

that funds he allocated directly to the institutions and not through the

states. If the NDSL program is eliminated as a result of the consolidation,

it is critical that the IDOL revolving fund capital he retained at the

campus level to he used for student assistance putposes and not returned to

the U.S. Treasury.
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B. 'roars Flexibility

A. an alternative to complete consolidation of the Title IV

programs into one loan/one grant/ and one work program, Congress should

allow greater flexibility to transfer funds betgeen the SEOG, CWS, and NDSL

programs. Currently, institutions can transfer between SEOG and CWS.

Since NDSI. and CWS are considered self-help programs, the law should

provide for similar authority with NDSL. Giving the institutions greater

transfer authority would enhance the ability of the institution to meet the

pecific needs of their tudents. Also, institutions should be given the

authority to use up to 25 percent of their campus-based funds for less-

than-half-time students to erve the needs of the increasing number of

part-time adults eeking retraining.

C. Campus-Based Allocatiog Formula

The state allotment formulas should be eliminated and the institutional

allotment formulas for the campus-based programs should be changed to

reflect true fair share. Under current law, institutionsl funding for

SEOG is computed on a base year of expenditures for 1979-80; for NDS; for

1980-81. The base year should be the year for which the institution is

reporting actiity on the FISAPP. This change would more accurately

reflect the institutions' fair shares or the true aggregate need of the

students attending the eligible institutions.

D. Merit Ail

While the philosophy of rewarding students based on excellence is

a meritorious one, no money should be taken from existing programs to be

used for a merit aid program. To do so would have the undesirable effect

of transferring funds from the economically disadvantaged to those in the

middle and upper income brackets. If some form of merit aid program is

enacted, the fund should be allocated among all postsecondary institutions

63



57

according to enrollment and the actual distribution of the merit award

should be determined according to a method chosen by the institution.

Regulatory guidelines should allow for maximum flexibility so that each

institution can meet the objective of rewarding excellence in a manner moat

suited to its student body and the context of its institution.

II. Grants

A. kaki=
The Pell Grants maximum should be inc aaaaa d to reflect more

accurately inc eeeeee in the costs of education. Commuter allowance and

percentage of cost inc eeeeee ohould be tied to and only triggered by an

inc eeeee in the grant maximum, otherwise the current competitive balance

among postsecondary education sectors will be disrupted. Any further

inc eeeee s in the commuter allowance or the percentage of costs covered by

the Pell Grant should be reviewed carefully to ensure that it does not

adversely affect students attending specific types of institutions.

ifinutigna Opoortunitv ka aggra
As noted in Part above, additional flexibility in transferring

funds from other campus-based programs would perhaps alleviate the need for

total consolidation of the Title TV programs. The state allotment formula

should be eliminated.

C. aim Itudant lardarlyi gnat (SEIC)

SSIG funds should be allocated only to those states which do not

discriminate based on the tax status or type of accreditation held by sn

cAucation institution. At a minimum, federal allocations to states should

be based only on the number of eligible recipients in that state. This

would encourage the states to adopt fairer policies and to allow students

from all sectors to be eligible for VIM

6,4
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111. Loans

A. Retinal Dix= Student Loans (NDSL)

Congress should enact a provision which would waive the default

standard for new capital contribution eligibility if the institution showed

significant improvement (25% or greater) in decreasing defaults over the

previous year. Such an incentive was included previously in regulations

promulgated by ED, but was removed several years ago. This incentive had a

very positive effect on encouraging institutions to take measures to

decrease their NDSL default rate.

B. GUaranteed Student Lam afill

I. Access

The reauthorized Higher Education Act should have a non

discrimination clause which prevents any lender which participates in the

program from discriminating against any student based on the type of

program in which they are enrolled, the length of the program, and the

attendance at a particular institution. This nondiscrimination provision

could be applied to the application of the federal reinsurance. Additionally,

all state loan agencies participating in the GSL program should provide or

ensure the availability of a lender of last resort. At the very least, the

Congress should not enact any provision which would hinder an outside

guarantor and lender from guaranteeing and lending in a state where total

access for all students is not assured. Moreover, the special allowance

should be paid to lenders at higher rate for borrowers in programs of two

years or less to recognize the proportionate higher costs (and lower

profitability) of administering and servicing small aggregate loan

principals portfolios.
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2. Eligibility

Maintain automatic eligibility for students from families

with adjusted gross incomes of less than $30,000.

3. Consolidation

Consolidation of GSLs by Sallie Mae, gencies, and any

lenders should be allowed only where such consolidation does not inhibit

GSL access ior one-time or infrequent borrowers who have small loans.

Consolidation of large loans makes the remaining small loans in the

lender's portfolio less attractive to secondary market purchasers.

Aasurances and Incentives if ne y, should be provided in the program

to alloy for the consolidation of small loans and to ensure that econdary

markets will purchase portfolios with single or small loans. Sallie Mae

should be mandated to purchase consolidated loans as a purchaser of last

resort. Consolidation and extended repayment of loans for more than ten

years after graduation should include no government subsidy but should

retain the guarantee.

4. Loan Maximums

AICS Recommendation: The GSL loan limit for undergraduate

loans hould be increased to $3,000 for the first academic year affected by

the reauthorized Risher Education Act and the maximum should be increased

each year thereafter based on ome inflation indicator. Aggregate and PLUS

maximums should also be increased accordingly. The current $2,500 level

does not accurately reflect the incr eeeee in the cost of a postsecondary

education ince the $2,500 maximum wow first established. Concurrently,

the federal government should establish a na:ional tudent loan data base

to ensure that borrowers do not borrow more than is authorized, both

57-366 0-86---3 66
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annually and in the aggregate. The cost of this data system would likely

be paid for many times over by a reduction in loan volume and defaults.

5. Grace Period

The current six-month post-graduation grace period should be

extended to nine months, as it was pre-1980. This recognises the difficulties

recent graduates often have in Wing joba.

6. Proceaaing

GSLs ahould be made co-payable to the institution and the

student and mailed directly to the institution. This would ensure that all

GSL fund. are used for educational purposes and would streamline the pay-

ment process.

7. Default Avoidance

Consideration should be given to the following GSL changes in

order to reduce default, in the program: graduated or income-contingent

repayment; use of the federal tax system to collect repayment of loans; and

use of aggressive collection efforts, such as offsetting federal tax

refunds against delinquent or defaulted loans. Also, multiple disbursement

should be mandated for all loans of greater than 600 clock hours, one

semester or two quarters. Moreover, policymakers should recognise that

education inatitutiona have little or no impact on eliminating defaults and

that students from low income families have a greater propensity to default.

IV. College Work Study (CWS)

The statute should be changed to allow proprietary school students to

use their College Work-Study funds for jobs on campus. This change would

eliminate the last remaining distinction that now exist in the Title IV

progress between students attending proprietary and nou-profit institutions.

Students attending proprietary institutions could use their CWS funds for

6
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many benaficie activities, including in the student aid office, the career

counselling cffice, the student activities office, and for tutoring

illiterate adults who need basic skills training. Non-pre'it institutions

currently use over 85% of their CW8 for jobs on campus. Most proprietary

school students are commuter students attending classes tive hours each

day, and, therefore, commuting to and working on en off-campus job is

impractical. Also. the "Final Report of the Commission on the nigher

Education Of Minorities" found that working less than half-time, particu-

larly at a on-campus job, has a positive affect on academic persistence.

Given the recent finding that proprietary institutions serve the largest

proportion of minority students (54%) of all students receiving financial

aid, a change to provide equitable treatment under CW8 would positively

affect minority and low-income students.

V. General Provisions

A. laat Analysis

Any need analysis system should be based on sound economic

assumptions which measure a family's true ability to pay, such as the

currently approved unifom.methodology. Therefore, until Pell Grant appro-

priations are large euough to fulfill "true need", a separate need analysis

system for the campus-based programs must be maintained.

The present Pell Grant system serves as a rationing device. Anuually,

the proposed family contribution is developed by the Administration

according to the appropriations available or being proposed and

consequently not based on sound economic assumptions.

B.

The Congress should adopt a master calendar cor the delivery of

student financial assistance vhich vill require the Department of Education

6
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should resist any fforts to decouple ccreditation and ligibility for

participation in the federal student aid programs.

0. ialacal Intrusion

The Nigher Education Act should clarify the Conarel Education

Provisions Act (OWPA) to prohibit specifically the Department of Education

from approving OT disapproving eo ducational institution'. measure of

acadamic credit, program of study or other issues of academic quality.

Such rsTielf Tad approval authority should repose in the recognised

accrediting bodies.

I. Nom-Title IV Programs

A. 112211111111iillaligAilitla

The qaoperstive Education program authorised by Title VIII of the

Nigher BducatiOn Act should be espanded to allow participation by proprietary

institution.. The current program provides funds directly to non-profit

institutions of higher education to locate and place students in off-campus

jobs at public and private organisations related to the studests' academic

or occupatioaal objectives. Given the high priority that proprietary

institutions put on placament aftor graduation end the stroog relationship

between rho academic training provided and the occupational skill received,

the mansion of the cooperative oducation program would Again positively

affect largo Gushers of low-income and ainority tudents.

.1 0
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Senator QUAYLE. Thank you, Mr. Conti.
Dr. Blair Helman, president of Manchester College in North

Manchester, IN.
Dr. HELMAN. Thank you, Mr. Senator.
I appreciate the opportunity to present testimony here today. I

feel somewhat chagrined when I think back on my 30 years' experi-
ence as president of an independent college that I began my career
by trying to convince people in government, specifically the Con-
gress, that Federal aid to higher education was a very dangerous
thing. And then, looking over the years and the changes that have
come today recognizing that the Higher Education Act of 1965, as
amended, has been landmark legislation and has had a very signifi-
cant impact on higher education in our country.

This Nation is stronger in human resources because of the in-
volvement of the Federal Government as a partner in the develop-
ment of the strongest program of higher education in the world,
and in providing access and choice to millions of students for the
past two decades.

At this critical juncture in our history, reauthorization of this
legislation is imperative. And I would like to suggest respectfully
that in the rhetoric of dealing with the higher education issue that
all of us be quite careful that we make it clear that we do recog-
nize that a higher education is among the first lines of defense of
our country and is not simply another program of spending.

Expenditures and investments are vastly different. And I will
give you an illustration this morning of one college. And since I am
chairman of the board of directors of the Independent Colleges and
Universities of Indiana, I think this illustration will he one that
will apply to many of our members. Because of the lack of time, I
will not take your time at this point to go into detail, but I have
provided in written testimony an illustration with specific figures
growing out of research that will be instructive. I only want to give
the conclusions of that research.

First of all, Manchester is a college with modest fees. Our tuition
and general fees totaled $5,060 last year. One reason for that is be-
cause faculty and staff take lower salaries. And the first contribu-
tion to the education of our students is in the lower salaries which
our people receive.

Now, there are records available which will attest to that fact as
our salaries are compared with those of other institutions of higher
education. But, in spite of these relatively low charges, 88 percent
of our students required some type of financial aid last year. In ad-
dition to assistance from Federal and State governmental programs
and funded scholarships from private sources, it was necessary for
Manchester College to provide scholarships and grants in the
amount of $1,181,000. And since our endowment is not large,
almost all of this money had to come from gifts and grants given to
support education at our college.

The extraordinary demand on our budget for student aid had a
severe impact on faculty and staff salaries, educational equipment
support and plant maintenance. We are very sensitive to the Fed-
eral role in the student aid program for our students, and an illus-
tration which I have written will show what the effect is of leveling
off or the threat of cutbacks in funding at the Federal level.
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But let me give the summary of that illustration. Freshmen who
entered Manchester College in 1981 experienced a 41-percent in-
crease in tuition and fee costs by the time they were seniors for
reasons which have been explained by Dr. Schnabel and others.
During this time, student assistance from all Federal grant, work
and loan programs combined declined from an average of $1,777
per student in 1981-82 to $1,749 in 1984-85. And these figures are
not adjusted for inflation.

However, during this 4-year period, average Manchester College
aid per full-time equivalent student tripled increasing from $404 to
$1,209. The college's ability to obtain gifts from private sources to
meet student financial need has been stretched very close to the
limit.

And when we are thinking of Federal support, I hope we do real-
ize that it is a catalyst and that the private sector has had to come
forth with vastly increased support to make it possible for colleges
such as Manchester to serve the needs of students.

You have asked also that we make some suggestions and recom-
mendations for improvements in the present legislation. May I
simply mention a few.

Let me underline the fact that it is highly important that a con-
sistent delivery system be carried out from one year to the next. If
that does not happen for whatever good reason, you can, at that
point, predict a decline in students entering colleges and universi-
ties the next fall. Now that can be demonstrated by the data which
we have available. Therefore, it is very important that, in reau-
thorization, some plan be made to ensure that we can look ahead a
year with some assurance of the type of funding that will be avail-
able so that students and their families are not left in a quandary.

The second thing is that forms should be simplified so that they
are understandable to students and their families. This simplifica-
tion should be consistent with the relevant information required
for responsible decisions by administrators. It is my judgment that
we can still improve on those forms.

The third thing is that our experience leads us to urge that stu-
dent aid be more price sensitive. And information is available on
some proposals, especially from the National Association of Inde-
pendent Colleges and Universities, which are worthy of note.

The final thing is that Federal guaranteed student loans should
be limited to the amount of need remaining after all grant, work,
and loan benefits, combined with all parental/student contribu-
tions, are taken into account. And I would propose that the savings
that are effected there then be used to make it possible for stu-
dents who have need to have access and choice to the whole spec-
trum of higher education in our State.

Thank you very much.
[The prepared statement of Dr. Helman followsl

.
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The Subcommittee on Education, Arts, and Humanities
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at
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by

President A. Blair Helman of

Manohester College

September 9, 1985

I am grateful for the opportunity to give
testimony to your committee on the

reauthorization of the Higher Education Aot of 1965 as amended. This landmark
legislation hes had a significant impaot on higher eduoation in our oountry. Thenation is stronger in human resources because of the involvement of the federal
government as a partner in the development of the strongest program of higher eduoa-
tion in the world and in providing accese and ohoioe to millions of students for thepast two deoades. At this oritioal juncture in our history reauthorization of thislegislation is imperative.

fly oomments today grow out of my experience as president of Mmnoheeter College
for the past 30 years. My illustrations of the benefits of the Higher Education Aot
are primarily from our situation at Manoheeter College but, as ohairman of the
Board of Dirsotore of the Independent Colleges

and Universities of Indiana, an
organization of 30 independent institutions of higher education, I am that the
illustrations from Manchester apply to our other member institutions and to
similar colleges and universities throughout the nation.

r fully support the recommendations for
reauthorization whioh have been

presented by the Indiana Conference of Higher Eduoation. As the president of a
ohuroh-related liberal arts oollege of about 1,000 students, I am espeoially
concerned about the struoturing and funding of student aid programs. I am, there-
fore, presenting a summary of our experience at Manchester and some recommendations
whioh Ebelieve would improve the legislation and whioh are, in my judgment, in the
publio interest.

Manchester is a oollege whioh historically hes had modest oharges. Lmet year,
our tuition and general fees totaled $5,060. In spite of these relatively low
oharges for an independent oollege, 88 peroent of our students required some type of
finanoial aid. In addition to assistance from federal and state governmental pro-
grams and funded scholarships from private sources, it was necessary for the College
to provide scholarships and grants in the amount of $1,181,323. Since our endowment
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is not large, most of this aid had to come from gifts and grants from private
sources. This extraordinary demand on our budget for student aid had a severe
impaot on faoulty and staff salaries, eduoational equipment and support, and plant
maintenanoe.

Our experienoe with the outbaok and leveling off of student assiatanoe pro-
grams and the threat of additional outs by the federal government during the past
several years ham been dramatio and traumatio. Our enrollment had been inoreasing
eaoh year in the years just prior to the 1981-82 aoademio year. We felt the impaot
of deo aaaaa d student finanoial aseistanoe beginning in the fall of 1982. Enrollment
fell from 1253 in the fall of 1980 to 1011 in 1982, a deorease of 19 peroent in two
years. Our first-time full-time freshmen enrollment went from 300 in 1981 to 221 in
1982, a deorease of 79 students or 26 peroent. To keep our enrollment from dropping
lower, we have had to allooate most of our annual oontributions from private souroes
to the funding of student aid for students with finanoial need. We are oonvinoed
that we oannot oontinue this polioy of resource allooation without severe damage to
the quality of our eduoational program.

The figures bolow illustrate ohanges in tuition oharges, finanoial aid souroes
and enrollment at Manohester College over the past four years, whioh is one student
generation.

Average Average Average
Tuition Federel NDSL/GSL Manohester

Aoademio Total and Aid' Per Loans per Aid per
Year Enrollment Pees PTE Student PTE Student FTE Student

1981-82 1168 $3,600 $515 $1,262 $ 404
1982-83 1011 4,250 549 1,183 604
1983-84 1036 4,580 602 1,113 932
1984-85 1027 5,060 543 1,206 1,209

gInoludes Pell, S.E.0.0., and Work-Study

Freshmen who entered Manohester College in 1981 experienoed a 41 peroent
increase in tuition and fee oosta by the time they were seniors. During thie time,
student assistanoe from all federal grant, work and loan programs oombined deolined
from an average of $1,777 per student in 1981-82 to $1,749 in 1984-85. However,
during this 4-year period, average Manohester College aid per full-time equivalent
student tripled, inoreasing from $404 to $1,209. The College's ability to obtain
gifts from private souross to meet student finanoial need has been stretohed to the
limit.

I believe it is important to our nation to p eeeee ve diversity in higher
education. We have benefited enormously from a dual system of state and oommunity
institutions of higher eduoation and independent oolleges and universities. This
system has inoreased aoosse and p ed ohoioe for students. Manohester College
has been able to carry on its mission because our students have reoeived assistanoe
with their expenses from federal and state sources as well as from private souroes.
On the basis of our reoent experienoe, however, we are interested in improving our
present student assistant* program as reauthorization of the Higher Eduoation Aot is
undertaken.

There are several observations and reoommendations whioh I urge you to
oonsider as you work at reauthorization.
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1. It is highly important that a ponsietent delivery system be
parried out from one year to the next. There is evidence that
interruptions, delays, and laet-minute decisions on student
eligibility and the level of funding make it diffioult for
students to make informed deoisions on their ability to attend
the pollege which best meets their needs. Our experience
underlines the importanoe of the repommendation of the Indiana
Confersnoe of Nigher Education that "An annual and timely
framework should be mandated for the final establishment of any
regulatory ohanges affeoting the administration and awarding of
Title IV funds."

2. Forme should be simplified so that they are understandable to
students and their families. This eimplifioation should be
oonsistent with the need to provide relevant information required
to make responsible deoisions by administrators. Eligibility for
all federal student aid should be determined by the use of
Uniform Methodology.

3. Our exporienoe leads us to urge that student aid be made more
paps-sensitive. We view with alarm the widening tuition gap
between the independent and public 'motors of higher education
(now 4.5 to 1). 104 ars also oonoerned that more and more low
inoome students are unable to attend the pollege of their ohoioe.
A. more funds beware available, I believe there would be merit in
considering the proposal of the National Assooiation of Indepen-
dent Colleges and Universities. This proposal would insert
tuition sensitivity into the basio grant formula and refoous
funds on low-inoome students in both publio and independent
institutions. Speoifically, an allowanoe of up to $2,100 would
be provided to meet half of tuition for all eligible students and
an additional allowanoe of up to $2,100 would be available for
low-inoome students from families with inoomes of up to 150
peroent of the poverty index.

4. Federal guaranteed student loans should be limited to the amount
of need remaining after all other grant, work, and loan benefits,
oombined with all parental/ student oontributions, are tzken into
apcount. This would result in savings to the federal government
whioh muld be used to more adequately meet hard educational
posts for needy students.

I am oonfident that improvements in higher education programs of the federal
government will strengthen the partnership whioh has been formed with the states,
the private septor, and 'colleges and universities over the past four deoades. A

reauthorized Nigher EOloation Apt whioh is sensitive to present realities and future
needs will serve our nation well as we move toward the 21st oentury.

Respeotfully submitted,

1044e°4-4"--)
A. Blair Holman
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Senator QUAYLE. Thank you very much, Dr. Blair Helman.
Dr. Robert E. Martin president of Independent Colleges and Uni-

versities of Indiana, Inc.
Mr. MARTIN. Thank you, Mr. Senator. I am watching my clock so

I do not get a note from Betsy.
Senator QUAYLE. She is too.
Dr. MARTIN. Oh, she already has mine prepared.
I represent an association of 32 independent colleges and univer-

sities who enroll over 51,000 students, employ almost 10,000 people,
and contribute almost $1 billion annually to the economy of the
State of Indiana each year. So we are a business that useci to com-
pare with International Harvester and Eli Lilly in terms of the em-
ployment and economic impact on the State. So we are an old line
business. I was going to mention how old we were, but I should not
have with President Summers of Vincennes University sitting over
there. His history is always brought up when we meet like this.

Let me just say that I think, as a Senator from Indiana, you are
aware, and I would just remind you, as everyone is saying in Indi-
ana, and as President John E. Worthen, president of Ball State
University, stated recently in a speech before the Indianapolis
Rotary Club in Indianapolis, of the educational condition in
ana, that of the number of high school graduates who go on to col-
lege in Indiana, there is 48 percent compared to a national average
of 56 percent. In Indiana, only 121/2 percent of our population have
a full 4-year degree compared to 16.2 national. We are low in edu-
cation in Indiana.

Now if we are to improve that at the same time that that pool of
students out there is decliningand I must say to you I do not
have financial figuresbut it is evident that this fall enrollment in
Indiana's independent colleges is going down. If we are to attract
students and if we are to improve this participation rate, student
aid is a vital thing, and Federal student aid is an essential ingredi-
ent in getting these people back into that mainstream.

I do not know whether you have been given totals but, since
1979, when total Pell grant funds started coming in Indiana, we re-
ceived a total of $324,903,347, of which $209,718,648 went to stu-
dents in public institutions and $115,184,699 went to students at-
tending independent institutions.

That is a substantial amount of money, and I would like to think
that it is not a question are we going to continue it, but rather to
think in terms of how to improve that. And I think you have before
you a ni.--nber of recommendations.

I am going to interject right now, because I may not get a chance
to answer the question you asked, and I want to answer the ques-
tion you asked, regarding access to choice and a cap.

I feel that such a cap certainly is going to limit access for stu-
dents to come to an independent college, a choice. I said this before,
and I am not so sure I should say it now, but I am going to. I am
almost of the opinion we ought to put loan money up first and then
determi ,w much grant money we get. My financial aid people
out thenc ail get me off in a corner after this, but it seems to me
that if you put a cap on for grant and loan money, inevitably the
public institutions who right now do not have a concern over that
because it meets their need, as they pass that cap they are going to
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be coming to you to have it increased. And we work together in In-
diana to have a unified voice, and so we do not want something
that is going to be proposed that is going to make us defensive and
put us in a confrontation mode so that we have to take sides. Be-
cause the whole answer to all of this is the students out there who
need aid. It is not us, not institutions. It is the student who needs
the opportunity to go to college.

And so if we keep that in mind, I think we will talk about the
students and what they need to get tu a college.

By the Supreme Court ruling saying all that aid is directed to an
institution, I disagree with that, because it does not come to us or
anyone else until the students bring it. But I am just saying that I
think to cap that, as Secretary Bennett proposed and so forth, I
think we have real problems with that unless we define what that
cap is and what it included and what is No. 1 in that cap.

I think I am going to quit because everything else that I was
going to say has been said, and you do not need to hear it again.

[The prepared statement of Dr. Martin follows:]
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TESTIMONY BY DR. misia L. MARTIN, PRESIDENT
INDEPENDENT COLLEGES AND U:IIPLASITIES OF INDIANA

Beforr toe
SUBCOMMITTEE OF EDUCATICw, :A'S AND HUMANITIES

OF THE UNITED STATES 6FRATE
COMMITTEE ON LABOR pip aUMAN RESOURCES

Monday, Septembi,r 4, 145
Continuing Educatioo Cencei

University of Notre
South Bend, Indiana

Mr. Chairman and Members of the Subcommitzer:

I am Robert E. Martin, president of the Isdeori.ert Colleges and

Universities of Indiana, an association of thirt!,-two independent

colleges and universities, who enroll over 51,000 :tudents, employ

almost 10,000 pesple and contribute almost I Lillion dollars annually

to the economy of the State of Indiana. The ol,..est of our institi-

tutions dates to 1827 (Hanover College) with the younet being

Calumet College founded in 1951. These instituzions have had a long

history of offering quality education and training ro the people of

Indiana. They desire to continue to serve Indiana and the nation

through their programs and graduates.

As Dr. John E. Worthen, President of Ball State University, rz:ated

recently in a speech before the Indianapolis Rotary Club, Indians

faces an under-educated population, which may threaten the state's

ambitious economic development goals.

Oniy 68 percent, compared to 562 nationally, of Indiana's high school

graduates pursue education beyond the high school. Only 12.5 percent

of Indiana's population holds a four-year college degree compared to

16.2 percent nationally.
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At the same time that Indiana educators are concerned with low

college-going rates of Hoosier high school graduates, they are

also faced with enrollment declines that are showing up in the 1985

fall enrollment figures. Student financial assistance will become

even more important in the future if Indiana is la attract more

students to attend the college or university of their choice.

Title IV Pell Grants of the Higher Education Act has become a vital

ingredient in the financial aid packages of students attending

Indiana's colleges. Since 1979, when the first Title IV funds arrived

in Indiana, through 1984, a total of $324,903,347 has been received

of which $209,718,648 went to students in public institutions and

$115,184,699 went to students attending independent institutions.

Surveys by NIICU show changes in the past five yeate have

demonstrated the need to revise the Pell Grant program to make it

more sensitive to the needs of low income students. Sixty-seven (67%)

percent of the students receiving student aid to attend en

independent college in 1979/80 rece'ved Pell Grants, while in 1983/84

only forty-four percent (44%) received Pell Grants. During this same

period, the percentage of those requiring Guaranteed Student Loans

rose from twenty-four percent (2/t) to seventy-four percent (74%).*

While debt is a legitimate part of student's financial aid package,

such high debt as is now being expected of low-income high-need

students is certain to have very "chilling" effect on attending

college at all and especially on the choice of an independent

institution where the loan does not complete the educational budget.

* Surveys by National Institute of Independent Colleges and
Universities
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The Independent Colleges and Universities of Indiana support the

recommendations made in the report of the Indiana Conference of

Higher Iducation ubmitted at the request of Senator Quayle. Of

priority is the need to "tighten-up" the definition of an independent

student as Indians has already done, utilise one'need analysis system

for all federal programs, and rrrrr ucture yell G rrrrr to meet the

needs of the lowest-income highest-need students.

ICUI suggests that the Pell Grant program be funded at not less

than the p level of poropriation of $3.7 billion for the first

year and that serious consi r ion be given to an annual adjustment

for inflatidn of 4% in order that current services can be maintained

at the presAt level.

0

Thank you for inviting e to appear on behalf of the independcnt

colleges and universities, but ore imp ly on behalf of the

students who do now and will in the future wont to attend one of

them. I am not technician, as are those financial aid officers who

do such an outstanding job in making these programs work for the

benefit of students, but I will try to rrrrrr any questions that you

may have.
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Senator QUAYLE. All right. Fair enough.
I want the panel, if the might, to comment a bit on their think-

ing and what we ought to be doing to assist the nontraditional stu-
dent. It really seems to be who we are really going back to.

The demographics show that 18.2 is short of dropping out; be-
cause the enrollment to get it back up is that nontraditional stu-
dent. We are in a society where people are going to have two or
three jobs in their lifetime, going to have to have training, educa-
tion. How are the loan programs geared to the nontraditional stu-
dent?

Mr. Lamkin, you sort of talked about some of the restrictions.
Any comment on the nontraditional student? Mr. Lamkin, you
want to go first on that?

Mr. LAMKIN. We call this nontraditional our new traditional.
Senator QUAYLE. New traditional. OK.
Mr. LAMKIN. The myth that part-time students are working,

fully employed and do not have financial problems is not true
today.

To overcome the problem, we have to look at the new traditional
student. For example, the minority and the head of the household
who might be working now but are excluded from the financial aid
arena. What we are trying to do and illustrate is that we feel that
the part-time student has to be considered to a greater extent. We
are supporting our colleagues, the private institutions and public
institutions who have primarily full-time students However, both
of us must have more flexibility in providing assistance for part-
time students.

Dr. MARTIN. I would like to say that the independent college is
not going to produce as many nontraditional students just by the
very nature of our residential institutions. However, we support
some form of support for nontraditional students. We hope it would
be identified separately and apart from the present program so you
do not water down the present program in order to take more
people in.

We have had this situation in Indiana in our State program
where the proprietary institution would like to be into our State
Scholarship Program. Well, if they come in and add all the stu-
dents with the same amount of money, that just penalizes the
other students. And so if you do give serious consaleration, we
would support that, by the way.

How can we be good educators and not say we do not want to
keep this continuous education pipeline open to people as they
need it throughout their whole lifetime? But please consider as a
separate kind of thing and build it into the program so that they
can be identified and funded and not detract from the present pro-
grams.

Senator QUAYLE. OK.
Dr. Heiman.
Dr. HELMAN. Yes. I would just like to say that it certainly is true

that there are large numbers of nontraditional students in higher
education. But let us be sure how we interpret that. That means
head count. That does not mean full-time equivalent students.

Our nontraditional students at Manchesterand we did not have
a lot because of vocations and the nature of the institutionwe
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find it easier to help them to meet the cost of a course or so than to
meet the $5,060 of the cost of those who are enrolled t ulltime.

I think there are two different issues here. One is the support of
the traditional students wilo are going to be moving on a track
very shortly in the professional schools and serving the needs 0" 90-
ciety within 7 years or so. Now it is obvious that they need support
and that this program has provided it.

By doing that, that does not mean that there is not need also for
people on a different track. But to use one program designed for
one purpose to serve another need may noL in fact do it. And I
would agree with Dr. Martin that we need to be very sensitive to
this, and the Congress certainly needs to be sensitive. But we
would hope that you would find a way of doing that that would be
genuinely helpful to those students and society without undercut-
ting those who are facing the very large amounts of indebtedness
because of the amount of money they need to borrow over that 4-
year period.

And I support what is in our document from the Indiana Confer-
ence on this point wholeheartedly. But I would like to make th,Acaveat.

Dr. SUMMERS. We also want to recognize the length of eligibility
of the adult student who is pursuing his education on a part-time
basis. The part-time students are usually geographically bound.
They have other responsibilities and it takes them longer to go
through the system than traditional students.

Senator QUAYLE. OK. Very good. OK.
Gentlemen, thank you very much.
Next Mr. Russo, Mr. Franke and Mr. Schmucker.
[Short recess.]

STATEMENT OF JOSEPH A. RUSSO, DIRECTOR OF FINANCIAL AID,
UNIVERSITY OF NOTRE DAME, NOTRE DAME, IN; MARK
FRANKE, DIRECTOR OF FINANCIAL AID, INDIANA UNIVERSITY-
PURDUE UNIVERSITY AT FORT WAYNE, AND PRESIDENT, INDI-
ANA STUDENT FINANCIAL AID ASSOCIATION, FORT WAYNE, IN;
AND WALTER SCHMUCKER, DIRECTOR OF STUDENT FINANCE,
GOSHEN COLLEGE, GOSHEN, IN

Senator QUAYLE. OK. Mr. Russo, director of financial aid at the
University of Notre Dame.

Mr. Russo. Thank you, Senator Quayle.
My name is Joseph Russo, and I have worked in the area of stu-

dent financial aid in the public and private sector for over 20 years,
and the last 7 of which have been as the director of the office of
financial aid at the University of Notre Dame.

I might also add that I was one of the early recipients of title IV
funds in the mid-1960's and most likely would not be here with you
today except for the opportunity provided to me by these funds.

It was rn pleasure this past spring to serve as chairman of the
Indiana C.. rerence of Higher Education Special Task Force ontitle IV of ' e Higher Education Act. A report, entitled "Recom-
mendations for Reauthorization by the Indiana Conference of
Higher Education," was submitted to Senator Dan Quayle's office
on April 25, 1985. A summary of our particular task force was pre-



minted in that report and the fOrther detailed analysis on which
that summery was based is submitted as an addendum to this trod
mony

My intention today is to highlight what I currently foil were the
mow critical of thew earlier recommendations sma to .idi si few
personal thoughts on the general direction of student aid programs,

The context within which our recommendations were made was,
and certainly still is, one of the serious fiscal constraint at the Fed .
end level. We all share concern for the massive Federal deficit and
the need to work toward cola containment. We therefore sought
ways in which to improve the administration of Federal student
aid prugrsms so 01 achieve savings within the current levels of
flanding, and then. in %urn to direct these *ovines to the increasing
needs of those student. *horn 010.0 programs were originally in-
tended to serve.

Without question, student financial aid has become big business,
with millions of students anmially seeking assistance totaling bil-
lions of dollars. The administration of these programs inevitably in.
volved myriad of forms. processes and regulations. The timely,
clear at -curate information about student aid is at the forefront
of cone*, i and is too often taken for granted by those responsible
for implementing regulations. Public awareness is essential to the
proper administration of student aid.

Also included in early stages of student aid delivery are applica-
tion procedures, which combine simplicity of format with the sensi.

and comprehensivenees adequate to serve the needs of the
a icants as well as those respmsible for the ultimate decisions.

cannot permit the need for simplicity and efficiency to over-
shadow the equally imint need for gathering data which is
both verifiable and suflt to make the best possible decisions,

Finally, what is Iii wise paramount in the entire delivery proc-
as is the family's awareness of its responsibility for both the long-
term preparation for the finances of a college education, as well as
its own primary role for paying for it. For the traditional college
sp going population, this includes both parental contribution to
the extent it is able, well as the studento through various self-
help efforts before, during and after receiving the education,

In order to ensure the integrity of the entire process, as well as
that limited to student aid dollars are provided to the truly needy.
all applicants for student aid should be required to have their ap-
plications verified prior to the actual receipt of funds. What re-
mains to be deddsd is exactly which items on the application need
to be verified, how, and by wtm. In deciding the answers to these
questions, perhaps we should ask another question. If an item is
not critical enough to be verified, then why ask for it to begin
with?

Again we recommend that all applicants for title IV funds should
hove their applications verified prior to disbursement.

Perhaps one of the most difficult aspects of dealing with student
aid is the constantly changing rules and forms with which we have
to deal. If the rules and forms do not change, there is always the
threat of such change which too often confuses and discourages
those involved in the process. It is our strong feeling that the
present configuration of programs, with some relatively minor ad-
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justments we have outlined, are not only workable but also provid-
ing major benefits to our society. Program stability is essential to
proper planning and administration of student aid.

How then can these current programs within present funding
levels produce increased benefits? It is our strong opinion that con-
siderable savings can indeed be achieved by the tightening of cer-
tain definitions and procedures. By carrying out the recommenda-
tions we suggest, we cannot only add integrity to the program, but
also produce significant savings which can be redirected to those
students who are truly in need of them.

In making these suggestions, in many cases we believe, I might
add, that we are simply carrying out what was originally intended
by the legislation.

I have already made reference to one mekjor cost savings sugges-
tion, across-the-board verification of all title IV applicants. For the
vast mekjority of applicants, this will include an official photostatic
copy of the family e previous year's Federal income tax return. For
all programs, this would be required prior to any disbursement of
funds. We should not be dissuaded from this requirement by sug-
gestions that to do so would delay the delivery process and leave
families uncertain as to their aid decisions.

Decisions could be made without tax returns, but actual disburse-
ments would not be made until the application data were verified.
If all families were aware of this as an absolute requirement, I
would predict that the initial data would become more and more
similar to the actual tax data with only minimal adjustments nec-
essary. Only those relatively few families with very unusual tax
situations and, of course, those who did not report accurate data on
the original application, would have their initial aid decisions sub-
ject to change.

I have also made earlier and strong reference to the importance
of returning to the family its primary role for paying for the cost of
an education. This can be achieved in a number of ways. One, the
incorporating of a self-help component for all title IV grant recipi-
ents. In making this recommendation, we encourage the use of the
SSACI model currently employed very successfully here in Indiana;
two, the providing for tax incentives which would encourage fami-
lies to save for their children's education through programs such as
educational savings currently proposed by the Reagan Pdmin ist ra-
tion; three, the tightening of the current Federal definition of what
constitutes an independent self-supporting student.

We in Indiana, as in numerous other States, are not swayed by
those who argue that undue hardships upon untold mass of num-
bers of young people would be created by the incorporation of an
age cutoff. This simply has not been the case in Indiana or in the
many other States which have established such criteria. An abso-
lute minimum age criterion, except for orphans and wards of the
court and sometimes other strictly defined situations such as veter-
ans, graduate and married students and students with dependent
children, would require parental data as an essential factor in de-
termining program eligibility for the traditional college age going
applicant.

In making this recommendation, we again are only suggesting
that we have managed very well in Indiana, and others in other
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States have already implemented very successfully for some time
and, it should be noted, with the direct result of' saving millions of
dollars annually.

Each of these recommendations serve to return the family to its
primary role, to return integrity to the programs we administer, to
reestablish a sense of responsibility and purpose to the students
and their families, and to achieve considerable savings within cur-
rent funding levels which can be redirected to the truly needy.

Another area where savings can be achieved is the campus-based
supplemental education opportunity program. The original intent
of this program, known as the Educational Opportunity Program
in the early years, was to provide this grant to those students of
exceptional financial need who, but for this grant, would be unable
to pursue a higher education. The program has been greatly al-
tered, particufarly in the 1980 amendments, so that it can current-
ly be provided to any student showing need, regardless of family
income or level of need. We recommend that meaning be returned
to this program so that it can be directed to the truly most needy
population it was originally intended to serve.

Finally, we feel there are several changes that can be made in
the guaranteed student loan program which would result in ensur-
ing that these funds are provided to only those in need of them and
that would also, if implemented, achieve considerable savings to
the Federal Government, savings which again within current fund-
ing levels would be redirected to provide support for the increasing
needs of students who truly need them.

Specifically, in addition to the verification of applicant data men-
tioned above, we recommend the establishment of a needs test
across the board for all GSL applicants, regardless of income level.
Currently, students are allowed to borrow more than they may
need simply because their family income is below $30,000. This re-
sults in unnecessary student indebtedness and unnecessary in-
creased costs to the Government.

Two, the requirements that lenders issue GSL checks in multiple
disbursements and in a fashion copayable to students and the insti-
tution.

Three, that the special allowance paid to lenders be modestly re-
duced.

Four, that a needs test based, a loan consolidation option be re-
authorized.

Fifth, that recent steps taken by the Federal Government to im-
prove upon the collection of defaulted student loans, including the
withholding of tax returns and contacting credit bureaus, be con-
tinued.

The incorporation of these recommended changes would achieve
considerable savings, adding integrity to the programs, and results
in additional funds which could be used to offset the increasing
needs of our truly needy students.

On behalf of the University of Notre Dame, 1CHE, and the many,
many students which these programs have benefited, 1 wish to
thank you for your support of student aid legislation in the past. 1
thank you also, Senator Quayle, for this opportunity to testify for
your support of the reauthorization task force this past spring.

[The prepared statement of Mr. Russo follows:]

85
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PREPARE') STATEMENT RY JOSEPH A. RUM). DIRECTOR Or FINANCIAL AID, UNIVERSITY
Or NOTRE DAME

My same is Joseph Russo sad I have worked la the area of student

f l lel aid la the public and p llllll iector for over 20 years, the

last eeeee of which have been as the 0eeeeee r of the Office ,f

Financial Aid at the Delo eeeee y of Notre Dame. I might also add that

I was one of the early recipients of Title IV funds in the mid-1960's

and ost 1.kely would not be here with you today except for the

opportunity provided to me by these funds. It was y pl his

past Spring to eeeee as Chairman of the Indiana Couf f Risher

Education special Task Force on Title IV of the nigher Education Act.

A report entitled Recommendations for Reauthorization by the Indiana

Conf f nigher Education was submitted to S Dan Quayle's

office on lllll 25. 1955. A summary of our particular Task Force was

p eeeee ted in that report and a further detailed analysis on which that

summary was based is submitted as an addendum to this testimony.

My intention today is to highlight what I IY feel wire the

most critical of these earlier receeeee dation. and to add few

1 thoughts on the g 1. direction of student aid programs.
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The contest within which dations were made wee, end

certainly still is, one of fiscal aaaaaaaaa t at the federal

level. Ile all shore concern for the assive federal deficit end the

need to work toward cost eontal aaaaaa . Ile therefore sought ways in

which to improve the admi a f federal student aid programs eo

as to achieve savings within the level, of funding, and then

in turn to direct these aaaaa ge to the increasing needs of those

@cutleries whom these programs were originally intended to serve.

Without question, student f a I aid has become big b

with millions of students aansally seeking aaaaaaa nce totalling

billions of dollars. The admi a f these programs inevitably

involves myriad of forms, proc aaaaa and easel . The timely,

clear and ace aaaaa informatioa about student aid is at the forefront

of concerns lead is too (leen taken for g d by those aaaaa osiblo for

implementing regulations. Public 1 to the peoper

admini aaaaaa on of student aid. Also included in arly stages of

student aid del aaaaa are application procedures which combine

simplicity of format with semal aaaaa y and compreb dequate
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to aaaaa the seeds of the applicant as well as 000000000000ible for

the ultimate decisions. V. 000000 permit the need for simplicity and

fficiency to badow the

which is both verifiable and

decisions. Finally, whet is

is the family's

equally impo 00000 need for gathering data

sufficient to ake the best possible

likewise p 000000 ot to the entire delivery

f its responeibility for both the

long teru pre 000000 on for the fineness of college educatios as well

as itm own privary role for paying for it. For the traditional

college age going population, this includes both parental contribution

to the it is able as well as the student's, through various

self help efforts before, during, and after receiving the education.

In order to o he integrity of the entire p 000000 as well as

that liuited student aid dollars aro provided to the truly (seedy, all

applicants for student aid should be required to have their

applications verified prior, to the actual receipt of funds. What

remains to be decided is exactly which items on the application need

to be verified, bow and by whoa. In decidiog the hese

questions, perhaps we should ask another question: if an item is mot
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critical enough to be verified, then why ask for it to begin with?

Again, d that all appli for ell Title IV funds should

have their applications verified prior to dish (For the

d Student Loan program, this verification would take place

prior t, certificatioo.)

Perhaps one of the most difficult aspects of dealing with student

ald la the ly changing rules and forms with which we have to

deal. If the rules sod forms don't change, there is always the threat

of each change which too often confuses sad discourages those involved

in the process. It I. our aaaaa g feeling that the p

configuration of programs, with some relatively minnr djustment. we

have outlined, are not only workable but also providing major benefits

to our society. Program stability is 1 to proper Planning tad

admini ttttt ion of student aid.

Sow then, can th programa, within p [studio

levels, produce 1 d benefits? It is our 00000 g opinion that

considerable savings can indeed be achieved by the tightenina of

cattails definitions and procedures. Sy carrying out the

dations we suggest, we can not only add integrity to the
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prelims, but also product. 6/Faineant savings which con he

re-directed to those students abet 4Ce MAY in need of them. In

making these etaFgestione, tn many cases we believe. I might add, that

we are simply rrrrrr ng out 11:att was originally istended by the

legislation.

I have already ade refemence to one ajor cost aaaaa gs

euggeetion: across the board terification of all Title IV

applicants. For the vast ajority of 'applicants Ogle will include an

official photostatic copy of the family's previous year's federal

income tam r aaaaa for all programa, this would be required prior to

any disb f funds. De hould not be dissuaded from this

requi by suggestions that to do so would delay the delivery

process and leave families uncertain as to their aid decisions.

Decisions could be made without tax returns but actual disb

would not be made until the application data were verified. If all

famine. were made f this as an absolute mu!
, I would

predict that the initial data would become ore and ore &lunar to

the actual tam data, with only einioal adj Y. Only
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ebes. relatively few [mollies with vary 1 tax situations end, of

course, those who did not report sec 00000 data oa the original

application, would hove their initial aid dee! 00000 subject to change.

I have also made earlier end g referesce to the importance of

eaturceji to chl felon7 its primary role for paying for the coats of

an education. This can be achieved in a number of ways: l) the

incorp 00000 ng of self-help com cosset for all Title IV grant

recipients. In making this rec 00000 datioa. we encourage the use of

the MCI odel Currently employed very fully here In Indians.

2) The providing for tax incentives which would g families to

save for 00000 children's ed 00000 on through programs such as

Iducational Savings A (BSA's) ly proposed by the Reagan

Admini 000000 on. 9) The tightening of the federal de 00000 ion

of whet c 00000 totes an independent/self supporting student. We in

Indiana, as in numerous other states, ars not swayed by those who

argue that undue hardships noon untold massive numbers of young people

would be c d by the inco 00000 tion of an age ent-off. This

*imply has not been the case in Indiana or in the many other 00000 s

which have established such criteria. An absolute minium age
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criterion eeeeee for orphans and verde of ths court cud sometimes

other trictly defined situa eeeee such as veterans, graduate and

arried students, and students with dependent children, would require

parental data as ea essential factor in determining 00000 am

e ligibility for the tradi 00000 1 college age going applicant. In

making this rec 00000 dation. we again are only eu 000000 ag what we have

anaged very well in Indiana and others la other 00000 have already

tapt d very successfully for some time - and, it should be noted,

with the direct result of saving illions of dollars aaaaa Ily. Bach

of these rec 00000 da 0000000000 to return the family to its primary

role, to 00000 integrity to the 00000 ems we administer, to

re-establish a 00000 of 00000000 bility and purpose to the etudents end

their families, and to achieve considerable savings within

funding 00000 a which cam be re-d 000000 d to the truly needy.

Another area where savings can be achieved la the Campus gaged

Suppl 1 &loco 000000 Opportunity Program. The ori inal 1

this program, known am the Sdecational Opportunity Program lo the

early y . was to provide this grant to those students of

laima12151, fimencial seed who, bat for this grant, naiad be unable to

pursue a higher education. She 00000 am bee been greatly altered,

00000 cularly L. the IPSO Ameadments. so that it iy be
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provided to any student showing need, regardless of family incase or

level of need. V. roc aaaaa d that meaning be aaaaa ned to thin program

so that it can be d a a to the truly most needy population 1 11.,e

originally intended to aaaaa .

Finally, we feel there ars ss,eIal changes that can be ade in the

Stedent Loan program which would result in insuring that

these funds are provided to only those in need of them and that would

also, if implemented, achieve aaaaa derable savings to the federal

government - savings which again within cu rrrrr funding levels, would

be redirected to provide support for the rrrrrrr lng needs of students

who truly need them. Specifically. In addition to the verification of

applicant data entioned Pbove . we recommend: I) the establishment

of needs test rrrrrr the board for ell COL applicants, regardless of

income level. C rrrrrr ly. students are allowed to b rrrrr more than

they ay need simply because their family income is below $30.000.

This reeults in monec rrrrr y student indebtedness and onsme rrrrr y

inc d 00000 to the g ; 2) the regal rrrrrr that Irnders

issue CSL checks in multiple diebur rrrrrrr sod in a fashion co-paysble

to the student and the institution; 3) that the special ell
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paid to lenders be odestly reduced; 4) that needs test based, loan

consolidation option he roeuthorised; 5) and finally, that recent

steps taken by the federal g o improve upon the collection

of defaulted strdent loans, including the withholding of tax r 000000

and contacting credit b , be continued. The incorp 00000 on of

0000000000000 ded changes would achieve considerable savings, adding

integrity to the programs. and result in additional funds which could

be used to offset the Inc 000000 g needs of our truly needy students.

On behalf of the Un o y of Notre Dame, ICU, snd the many,

many students which these programs have benefited, I wish to thank you

for your support of student aid legislation in the past. I thank 'on

also, Senator Quayle, for this opportunity to 00000 fy and for your

support of the Leauthorization Task Force this past year. I stand

ready to eeeeee any further questions at this time as well as in the

aays ahead, as the poseittee eeeee f d with this legislation so

crltical to our c 00000 y.

9
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Indiana Conference on Wisher Education

Title IV Task Force

March IS, 19S5

The Title IV Task Forte of the ICHE Steering Committee on Reauthorization
assembled number of individuals from wrepiesentative group of institutions of
higher education in Indiana to develop'a position paper on the reauthorization
of the Risher Education Act. The group met formally on number of occasions in
Indianapolis for very extensive and thorough discussions on what were considered
to be the major I f horization to be addressed at this tiae. There
were also many equally extensive hours spent by each of dirtlinvorces members
in individual discussions and review. It is our hops that our efforts will
prove helpful to those faced with the ultimate responsibility for resolving the
many challenges to be addressed in re-authorizing this legislation which is so
important to the future of our American society.

In preparing to address our part of this process, the Task Force decided thet it
would not be appropriate at this early stage of reauthorization to deal too
specifically with every possible item In the law; but rather to outline some
general thinking and direction in these introductory remarks which would be
further supplemented by the somewhat more detailed explanations and
recommendations in the "Issues and Concerns" commentary which Is appended. We

do not intend these remarka to be all inclusive and reserve the right to further
clarify them as the reauthorization process unfolds in the months ahead. We
hope that the thoughts presented at this time, however, will prove to be
constructive in promoting further discussions and, perhaps eventually, more
specifi: recommendatfons. Ws did not allow the current discussions surrounding
the Administration's budget proposals to influence our discussions and
recommendations.

Perhaps the most difficult problem which student aid administrators, studenrs,
and families face is the uncertainty which is created by constantly changing
rules and regulations. There will always be a need for change; however, there
I. also an equally important need for stability. Proper planning by those
responsible for administering student aid programs, requires early knowledge of
the "what," "when," and "how."

The current configuration of programs, with some revisions as suggested, is
working reasonably well. It is easy to cite problems and these indeed do exist
and must be corrected. We hope our recommendations prove helpful in this
regard.

It is easy to be distracted from the majOr benefits which have resulted to
students, society, government, and institutions as a result of the federal
support of student aid. These distractions include those loan defaults, program
abuses, etc. which sell newspapers and anger all of us. These kinds of problems
must indeed be addressed and reduced; but they are not representative nor are
they so extensive that they require the elimination of an entire program. We

need to find ways of better administering the programs as they are currently
configured not only because we need stability but more especially because they
do work.
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How then.can we do a better job? Thera are indeed sem areas which need to be
impro:med and in which ws can achieve lose savings. Where programs lack meaning
and direction, we need to examine how this has occurred and find ways to bring
them back to the goals upon which they were originally legielated. If soma
problem§ can be corrected by additional and more comprehensive efforts on our
part, ouch as suggested by more complete verification procedures, then we need
to do so. If considerable savings can be achieved by requiring a needs analysis
for all applicants in the Guaranteed Student Loan Program, than wa need to do
this.

However, in finding the right approach to these solutions, we must avoid the
quick and,simplistic approach suggested by the uss of absolute income ceilings
and other such concepts. We aunt weigh carefully the need to be efficient and
consistent r,.Itnst the need to be fair and sensitive to the individual. We need
to employ' common sense and balance in all of our solutions.

Because of the very significant considerations involved in the issue of defining
the independent student, special mention of it is made here and very extensive
analysis is provided by our Task Force in the appended paper. ifs agree, along
with the vast majority of other aid administrators in the country, that this is
indeed a vary difficult issue but one upon which we can no longer afford to
defer. /t must be dealt with now. The definition must be one which is essily
verifiable yet sensitive to the many non-traditional college age students now im
postsecondary education. This issue uat be addressed with the greater
perspective which attempts to re-emphasize ths primary role of the family in
planning and providing for the financing of a child's educational costs.

There is partnership approach needed as a basis for achieving our !oats. This
meana that tha parents are expected to contribute to tha extent they art
tapable; it also assumes that the student will contribute toward these costs in
imam manner; and finally, the institutions, organirstions, and governmental
agencies can attempt to supplement the remaining needs. The beet investment in
our nation's future and owcurity is well educated society.

We are grateful for h,ving been allowed this opportunity to offer our thoughts
and suggestions. We trust they will at least be reviewed and hope that they may
prove constructiva in the reauthorization process.

In some small way, Perhaps
we will have contributed as partner in building batter tomorrow.

9
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IMF IV TAhs F9e(:r.

Needs Analysis
e1 single methodology
b) factors in methodology

c) self help

dl verification
el student expense budget.

2. Delivery System
a) public aaaaa ness/informatton

b) educational savings Accounts

c) application form
d) master calendar

Program Reform/Deregulation
a) consolidation of program.
Al block grants
c) allocation prore.s/ststetorv intnnIt
d) State Student Incentive Crantq (Shiol

e) audits

f) administrative cost allowanve

g) standards of progress

4. Pell Grantr
a) entitlement
b) threahholds
c) structures
d) formula
e) administration

1. Caapus Based Prugraas
a) Supplemental Educational Opportunity Grants: Initial Year/Continutng Year
b) Supplemental Educational Opportunity Grams: Guidelines

c) National Direct Student Loans
d) College Work Study

6. Guaranteed Student Loans
a) needs analysis
b) loan limits
c) payment
d) origination fee
e) interest subsidies
f) special allowances
g) repayment COnSOltdatiOniincoon voottnitonry options

h) PLUS loans

7. Independent/Selpsupporttng Studoat Definition

8. Merit Scholarships

9. Graduste/Professional Students

10. Other Issues and Concerns
a) Trio programs
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1. Needs Anal sis

a) single methodology -

Should there be one formula for determining eligibility for all federal
tudent aid?

Simplicity argues for one methodology.
vs. Need for a single national system/standard for ing a family's
ability to pay.

Specific program eligibility criteria for individual programs such as
Pell or Guaranteed Student Loan (GSL) should not deter from primary
purpose of measuring family ability.

Recommendation:

That Uniform Methodology (UM), as a self-regulatory and annually
up-dated effort of the higher education community. contimie to be the
standard upon which the ability of a family to contribute is measured.

b) factors in methodology

Should the factors in determining a family's ability to pay in UM be
written into statute?

Conaistency of treatment argues for absolute and universally applied
standards.

vs. The need for the use of discretion and common sense at the campus
level for adjusting methodology results created by IRS provisions and/or
less than comprehensive analysis of family's financial situation.
There is an in eeeee relationship between the simplicity of a form and
the sensitivity of the resultant analysis to a family's individual
circumstances. A balance must be achieved. The development of a simple
system le not an end in itself but merely a step toward the goal of
attempting to get the right funds to the right students at the right
time. The ability to deal with specific problems not addressed in a
national standard is better handled by individual aid administrator
discretion at the campus level rather than by statute.

Recommendation:

That the factors in determining a famlly's ability to pay continue to be
the result of a cooperative effort of all those involved in the
administration of student aid and that the National Student Aid
Coalition model used previously continue to be the approach which
annually reviews and determines this process.

c) Self-help

Should all student aid recipients be expected to contribute through
self-help programs toward the expenses of obtaining a higher education?

Concern for levels of indebtedness and/or ability to handle/secure
employment of some students.

vs. Several state agencies, including the State Student Assistance
Commission of Indiana, have successfully and very effectively
incorporated such a factor in administering their grant programs.
There is merit in providing self-help opportunities and incentives to
students.as a means to assisting with the financing of their

57-366 0-86--4
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educational expenses. These opportunities could be satisfied by work,
borrowing, savings, and/or additional scholarships awarded becauee of

special merit or circumstances.

Recommendation:

That all federal Title IV grant recipients be expected to contribute in
some fashion toward the financing of their educations.

d) Verification

Should verification of student eligibility data for all federal aid
programs be expected?

The administrative burden and possible delivery delays which will be
placed upon those Involved In the process.
vs. The need to be fair and consistent in the treatment of all students
and the need to direct limited student aid resources to those who are
truly needy.
Current image of student aid administration is affected by the perceived
abuses. Abuses could be reduced and program integrity maintained

through such verification.

Recommendation:

Thet all Title IV federal aid recipients be required to provide
documentation of the key data used in determining their eligibility and

that this data be verified prior to disbursement.

e) Should student expense budget parameters be mandated by statute?

Using fedarallr Legislated regulation for determining student expense
budgets would insure that limited federal aid be distributed by
uni Ily applied standards.
vs. Student expense budgets should be determined realistically so as to
accurately reflect the total educational costs of students.
The Pell program currently uses a student expense budget as a means of
rationing limited funds. Some institutions and agencies use the same
concept for the same reason.

Recommendation:

That financial aid administrators be allowed to determine student
expense budgets using realistic cost of attendance figures which are
unrelated to program funding levels.

2. Selivery System

a) Public awareness/information

Is there still a need for good, timely, accurate information about the
financial aid process?

Federal support in this regard has achieved an in d level of

awareness.

9 ij
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vs. There is still significant amount of confusion and lack of
information, particularly among disadvantaged groups.
Federal training support has been drastically reduced in recent years
but student aid associations have taken up some of the slack. All
Involved In the partnership approach to delivering student aid share in
making the public aware not only of financial aid opportunities, but
also, the need for early family financial planning for costs is still
considered by many as our biggest challenge.

Recommendation:

That the federal government share in the responsibility of supporting
efforts to provide public information about the student aid process and
programs and also assist in helping families begin the financial
planning for higher education costs at the earliest possible time.

b) Educational Savings Accounts (ESA's)

Should incentives be provided through programs such as Educational
Savings Accounts which encourage families to begin early financial
family planning for meeting postsecondary costs?

The need to emphasize the role of the family for early and continuing
financial planning so as to more properly discharge its responsibilities
for postsecondary education costs.
vs. The unwillingness of families to adjust their style of living,
particularly for distant needs which may never materialize.

Families should continue to bear the primary responsibility for sharing
in the costs of their child's education to the extent capable.
There is a growing consensus among those involved with providing better
Information to families regarding financial aid that this effort also
includes information about financial planning. The ESA concept would
encourage this kind of planning.

Recommendation

That new incentives be provided, such as through Educational Savings
Accounts, which encourage families to begin early financial planning for
meeting postsecondary costs.

c) Application Form

Should one common fors be used to determine eligiblity for federal aid
and should it be free to the filer?

The need for simplicity in encouraging students to "get into the
process."
vs. The special requirements of soma institutions and agencies for
supplemental data in determining eligibility for limited funds.

The discussion here is not to be driven solely by philosophy or intent
but also by practical implementation. Great strides have been made in
simplifying the application process, particularly with the use of
Multiple Data Entry (MDR) forms. A balance must be achieved between
Simplicity and the need to be sensitive to individual family
circumstances.
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The present compromise regarding the free form between the federal
government and various agencies, institutions, and organizations
involved in the prucessing of student aid is working reasonably well.

Recommendation:

That the current policy governing the use of the MDR forms be continued.

d) Master Calendar

Should a master calendar mandating a schedule for the major tasks and
functions of the annual process of the delivery of student aid be
legislated?

Too much federal involvement could further complicate an already
inadequate process.
vs. The overwhelming need for a predictable, regular, and orderly
process of providing financial lad to students.

The concept of a Congressionally specified master calendar for the
student aid process clearly establishes a link between the process of
aid administration and delivery and the policy objectives of the
programa. Interruptions, delays, and last minute decisions affecting
student eligibility and its delivery process clearly jeopardize the
ability of millions of students and their families to obtain reliable
and accurate information about student aid in time to affect decisions
about college attendance and choice. The U.S. Commission on Student Aid
has also promoted such a calendar.

Recommendation:

That an annual and timely framework be uandated for the final
establishment of any regulatory changes affecting the administration and
awarding of Title IV program fund:-

3. program Reform/Deregulation

a) Consolidation of programa

Should the eeeee nt configuration of Title IV programs be consolidated
into a simpler form?

Present structures of campus based vs. non-campus based administration
create confusion and duplication of effort.
vs. The need both to maintain stability of programs as well as to
provide some level of discretion and ability to be sensitive to the
particular needs of individual situations.
Both the National Student Aid Coalition and the U.S. Commission on
Student Aid endorse the campus based student aid concept and the
granting of flexibility to student aid administrators. It is on the
campus that need analysis must ultimately be carried out and aid
packaged from a variety of sources to recognize the varied circumstances
of individual students and families. While the appeal for simplicity
and streamlining is attractive, it is also deceiving. Programa which
have different objectives, or which serve different populations, may
well not benefit from consolidation.
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Recommendation:

That the present configuration of Title IV programs be maintained.

b) Block Grants

Should the present system of separating campus based Title IV funds be
changed into an institutional block grant?
The institution is in the best position to know the needs of its
individual students and should be allowed total flexibility in deciding
the nature of the assistance which students should receive.
vs. The need for some basic guidelines to insure some measure of
consistency in administering Title IV programs as well as some measure
of structure and responsibility at che campus level. Some of the same
discussion in Sa applies to this issue.

There is a need to provide balanced funding support for grant prograns
(SSIG. SEW and Pell) and self-help programs (CWS, NDSL, GSL. and
PLUS). Institutions already enjoy a reasonable level of flexibility in
transferring funds among campus based programs. This can be maintained
without eliminating the individual prlgram distinctions.

Recommendation:

That the present system of distinguishing and administering campus based
Title IV programs be maintained.

c) Allocation process/statutory formula

Should the formulas currently used to allocate campus based Title IV
funds be changed?

There is a long over-due need to update the process by which the needs
of schools within the present process are determined.
vs. The serious concern about the potential massive disruption of
dollars which could occur if a new formula were devised.
If the actual data to be used in a revised formula were known,
simulations could be run to better determine the consequences.

Recommendation:

That further study be done on this issue so as to create a better basis
for assuring that any changes in the formula not result in sudden and/or
precipitious dislocation of funds. The study should include not only
current factors in formula but also subsequent allocation practices of
the Education Department.

d) State Student Incentive Grants (SSIG)

Should SSIG funding be continued?

This program has served as the initiative and foundation for many
states' involvement in scholarship and grant programs.
vs. The program has served its purpose and to no longer needed.

Every state now has an enhanced program because of SSIG. In soma cases.
it ts not significant but in others It la.
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Recoumendation:

That the SSI,; program be continued.

e) Audits

Should the generally accepted accounting principle of materiality be
applied in the audit procedures required in the admini ion of Title

IV funds?

The statute makes no uention of specific audit procedures or standards

for Title IV funds. Therefore, auditors currently must cite and hold
institutions responsible for every error, regardless of significance, in

their reports.
vs. The generally acceptable accounting practice of materiality
provides allowance for reasonable levels of tolerance. Some similar

level of tolerance should be permitted in the administration of Title IV

funds.

Recommendation:

That the generally accepted accounting principle of materiality be
applied in the audit compliance procedures of Title IV funds. There was

not full consensus on this recommendation as the Chairman, although in
agreement in principle, questioned the timing of such a suggestion.

f) Administrative Cost Allowances

Should there be an inc eeeee in the amount of cost allowances provided
for the edmini ion of Title IV funds?

Cost of doing business has inc eeeee d.

vs. Increasing cost allowances at this time could COIN at the expense

of funds available for student awards.

Many schools use the admini ive allowance to assist students because

of less than adequate funding of Title IV funds.

Recommendation:

That if appropriations are available, consideration should be given to
increasing allowances provided for administering Title IV programa.

g) Standards of Progress (SAP)

Should satisfactory academic progress standards be applied to periods of
enrollment during which the student does not receive federal student

aid?

Department of Education interpretations of intent of the statute applies
SAP standards to all prior enrollment whether or not federal aid had
been received by the applicant.
vs. The student should not be required to meet federal SAP standards
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until federal aid is received. Students not receiving aid say not know
of such standards. Strict application of this interpretatton could make
it nearly impossible for denied students to earn back their eligibility.

Recommendation:

That the current statutory language be clarified so as to restrict SAP
standards only to enrollment periods in which students are federal aid
recipients.

4. Pell Grants

a) Entitlement

Should the original entitlement nature of the Pell program be
re-established?
Reductions in federal appropriations of this program have been driven by
the federal government's growing concern to remove the absolute/
guarantee/entitlement philosophy for spending levels by which it may not
wish to be bound.
vs. The need to provide some level of assurance that deserving and
needy students receive the full amount for which they are eligible.

Recommendation:

That the Pell Grant was conceived as an entitlement program and should
be implemented as such at the earliest possible time.

b) Thresholds

Should the half-cost compromise reached in the 1980 Amendments be
maintained?
'here is a need to protect the appropriation levels of the campus based
programs to insure some level of equity and stability in the allocation
of Title IV funds.
vs. The complications created by the statute that ties the Pell Grant
aximum award each fiscal year to funding for the SEOG. CWS, and NDSL
programa.

If there were any logic whatsoever involved in achieving the extremely

delicate compromises reached in the 1980 Amendments, then this statute
was written on a sound basis. The need to incorporate self help
component, the need to spread limited federal grant assistance as fairly
as possible, and the concern for even higher levels of indebtedness for
some stmlents, also are factors.

Recommendation:

That the threshold concept be maintained as written in the 1980
Amendments.

c) Structure

Should some level of structure regarding the number of eligibility years
be returned to the Pell Program?
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Program abuses are possible because of lack of any structure on this
point

vs. The return of the administrative burden involved In tracking this
issue.

The incorporation of standards of progress and good standing have helped
to control this problem. However, it is not unreasonable to require
some ultimate cut-off of eligibility for this kind of assistance nor do
the new standards always address the issue of the transfer student or
the student who continually changes curriculum. If funding levels for
this program need to be increased, the removal of opportunities from the
system for abuse (such as allowed by no ultimate eligibility standard)
could help direct these limited funds more effectively.

Recommendation:

The Task Force was unable to reach consensus an this issue; opinion was
almost evenly aplit along public/private sectors, with the former
arguing that there were already adequate afeguards and the latter that
there was still significant potential (or abuse.

d) Pell Formula

Should the federal formula determining Pell Grant eligibility be
maintained separately from the Uniform Methodology used to determine
eligibility for other Title IV funds?

There is a need to simplify and be consistent in determining an
applicant's eligibility for Title IV funds.
vs. The different nature and objectives of each of the Title IV
programs.

Limited apprnpriatinn levels for Pell have come to dictate a rationing
formula for that program. True measure of n family's ahility tn pny
should not be so affected.

See discussions in la and lb.

Recommendation:

That a separate formula be maintained to determine a student's
eligibility for the Pell program.

0 Administration

Should Pell Grants be administered at the campus level?

There is a need to have eligibility for this program determined by
universally applied standards.
vs. Campus administration would provide both for the saving of
substantial processing costs as well as fur the use of financial aid
administrator's discretion needed to adjust for unusual circumstances.

fm
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The costs of administering this grant through a central processor has
cost the government illions of dollars annually, including very
significant cost over-runs. The cost to the student and institutions
created by processing delays are also significant. As long as there
are auditable guidelines for t'a campus administrator's use of
discretion, program abuse should be reasonably controlled and could even
be improved.

Recommendation:

That authorization for decentralized, campus administration of the Pell
Grant program be provided.

S. Campus Eased Programs

a) Initial and Continuing Year Supplemental Educational Opportunity Grant

Should separate IY/CY SEOG appropriations be discontinued?
Early program restrictions requiring separate campus administration of
these programs were eliminated several years ago.
vs. The possibility of losing some SEOG funding by tampering with
traditional appropriation structure.

The separate accounting of these programs on campus serves no sound
administrative purpose but does create ndditional and costly burdens to
proper administration of SEOG.

Recommendation:

That the distinction in IY/CY SEOG funding be eliminated.

b) Supplemental Educational Opportunity Grant (MG) Guidelines

Should SEOG assistance be limited to those undergraduate students who
demonstrate exceptional financial need.

Limited federal grant funds should be used to aid students with the
greatest financial need.
vs. Any additional restrictions on a program result in additional
administrative burdens for the aid officer.

The SEOG program was originally intended to assist students who but for
this grant would be unable to enroll. Several amendments to the--
original legislation have left the program without a true direction.
Every federal program needs to have meaning, particularly if it's in the
form of grant assistance.

Recommendation;

That guidelines for the SEOG program be re-defined to direct this
assistance to those students with exceptional fisuincial need.

c) National Direct Student Loan (NDSL)

Should the NDSL program be continued?
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Traditionally there has been a need to use this loan resource for
certain disadvantaged applicants whose access to other student loans
could be limited.
vs. The current availability of GSL assistance virtually in every state
in the country.

The lower interest rate may still be used as an argument in assisting
disadvantaged groups, but Inability tc secure participating GSL lenders
is no longer as valid. However, some students need to borrow from both
loan programs in order to meet need. Having a reduced interest rate
also reflects the concern for NDSL borrowers who, because of additional
GSL borrowing, must face much larger levels of indebtedness.

Recommendation:

That the NDSL program be continued under its current provisions.

d) College Work Study (CWS)

Should the funding of CWS and Cooperative Education program be combined?

Both programa eeeee to provide job experience for students and these
have over-lapping purposes.'
vs. The primary purpose of each program Is different and thus the
separate programs should be maintained.

The CWS 7.7ogram is primarily one intended to provide needy students with
assistance in meeting their school related expenses. It does also
provide as a secondary benefit, valuable work experience, sometimes
career related, to students.

The Co-op program is not need based and is intended to provide career
related experience. Merging the funding authority could divert aid from
needy students as well as run the risk of diffusing CWS appropriations.

Recommendation:

That separate program funding of CWS nud Cooperative Education be
maintained.

6. Guaranteed Student Loans

a) Needs Anal sis

Should GSL borrowing be limited to demonstrated financial need?

Assuming full need for under $50,000 family income applicants reduces
administrative burdens for campus administrators and the majority of
such applicants generally show need.
vs. The need to have consistently applied needs test for all GSL
applicants.
Significant unnec eeeee y borrowing by students occurs when full need iS
automatically assumed for any applicant. This kind of borrowing adds
unnec eeeee ily both to eventual student indebtedness and to the cost of
interest subsidies and special allowances of the government. The

consistent application of needs tests for all applicants would not add
thnt much of an administrative burden and will provide the same measure
of fair treatment to all.
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Recommendation:

That GSL borrowing for all borrowers at all income levels be limited to
the amount of demonstrated financial need using the methods currently in
place.

b) Loan limits

Should annual and aggregate GSL loan limits be increased?

The amount of student borrowing is a serious concern because of the long
term consequences for borrowers as well as the increased risk of
defaults.
vs. There has been no change in these levels for several years while
college costs have increased.

Modest increases in annual and aggregate borrowing would assist needy
students in meeting the higher costs of college. Research by National
Council of Highr Education Loan Programs (NCHHLe) does not support the
suggestion that heavier burrowing increases defaults.

Recommendation:

That consideration be given to providing for inc eeeeee in current GSL
annual and aggregate loan limits and that this kind of adjustment be
reviewed periodically to accommodate increasing costs associated with
college attendance.

c) Payment

Should the law require that GSL checks be made co-payable to the
institution and the borrower and that GSL disbursements be made in
multiple payments?

The current provision recommends that lenders and/or agencies advise
institutions of loan approval and that GSL's be paid in multiple
disbursements, and the majority do follow these suggestions.
vs. The fact that there are snme GSL applicants whnse borrower status
ts never known to institutions nnd/ur who aro able to USe the prnceeds
of the GSL for other than meeting their direct educational expenses.
Some lenders also refuse to make multiple disbursements.

The inclusion of this provision would not create any excessive
administrative burden and would eeeee to provide the institutions with
needed information regarding student borrowing as well as reasonable
safeguards insuring proper use of GSL.

Recommendation:

That GSL checks be made co-payable to the student borrower and the
institution and that lenders be required to disburse these checks in
multiple payments.
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gl Roosegent Consolidation/Income Contingenryilvions

Should leen ennsolidetion options be made available to students tor
varied Iacono sensitive repayment chedules?

The law Ales provided this option worked well and provided many
benefits es long se it existed.
vs. I. such an option really nee aaaaa y?

Allowing this option reduces default possibilities tor many who could
n et otherwise meintsin adequate payments.

A2121112,101111

That s noses test determined loan ronsnlidation option be re -authorised
e nd that other ligible organisations in ddition tn SALLIE RAE be
authorised to participate.

h) nAILLsga

Should the PLUS program pruvisions be expanded?

The program is able to provide needed borrowing opportunities for
families lobe do net m.st current CSL needs teat provisions.
vs. The additional debt burden consequences to families.
The RCS program limits borrowers to $3.000 annually for each student.
The program could be made more attractive to lenders by increasing loan
limits. authorising both secondary markets and lo.n consolidation
capabilities, end prohibiting parents and students from using bankruptcy
to est aside their loan obligations.

Recommendations

That the PLUS program be enhanced to provide dditional borrowing
opportunity for families not eligible tor dequate support through other
programs.

7. indegendent/Self -Supporting Student

a) Definition

Does the definition of the independent/self-supporting student need to
be made stricter?
There is currently significant abuse as a result of the cu rrrrr
definition at great expense to the government as well as to more
historically seedy students.
vs. Requiring additional documentation and/or age criterion will create
difficult administrative burdens end arbitrarily disallow some truly
independent students.

1 I 0
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In its earliest days, student aid st the federal level was intended to
assist e 'student from an historically needy family. The current
definition allows families to artificially orchestrate maximum federal
aid eligibility by a few simple maneuvers.

California, New 'fork, Pennsylvania, Indiana, and other states have saved
their tax payers million's of dollare by incorporating stricter
provisions. Ironically, many students who caenot meet these stricter
state guidelines continue to receive federal aid as independent
students.

Adding one additional year to the guideline. is a step in the right
directton but hardly establishes the truly historical basis of judgement
upon which these decisions were originally 1711Wiler.The incorporation
of an age cut-off with provision for dealing with orphans or other
unusual cases, has worked in many states. The requirement that a
student prove self-support for at least the previous year has also
worked in at least one major state agency and IS common practice on some
campuses.

This in a major area of concern which, until corrected, not only drains
money from the truly needy, but tends to reduce the integrity of what
these programs are supposed to be all abnut. The primary role of family
for traditional crillege-aco going students needs to be re-emphasised.

The addition of an age criterinn will simplify the definition while
increasing verificatioc and reinforcing the assumption of parental
responsibility at least through the traditional ages of undergraduate
education. After age 22, It may be more approprtate to look only at the
previous calendar year's residency, support, and tax status of a student
and allow an applicant to satisfy a certain number of several criteria.

Recommendation:

That all Title IV federal aid applicants below age 22 (except for
orphans and wards of the court) be classified as dependent on their
parents and
that at age 22 a different test be applied which would Include
reasonable tests related to previous year's self-sufficiency, current
year marital status, veteran's status, graduate statue and whether the
student has any dependents.

I. Merit Scholarehips/Categorical Incentives

e) Merit Aid

Should the federal government provide support for scholarships on the
basis of merit?

The current regulations governing Title IV funds use financial need as
the primary factor for establishing eligibility.
vs. The use of federal aid to assist students who do not demonstrate
the need for it could possibly come at the expense of need based aid.

This issue is made more volatile by the false assumption that financial
need criteria exclude all academically gifted 'students. It is also sonde
difficult by arguments such ns the country needs to encourage and
support its future lenders.

111



105

There is some concern that such direct id:dowel support would come at the
expense of other student aid. However, it would not come et such
expense yet would still provide indirect federel support if private
sources such as industry and foundations were encouraged, perhaps
through tan incentives, to provide funds for such a venture. Indeed,
@peke:men for the Department of Education have suggested such a federal
role.

Recommendation:

That the federal government continue to provide, through ita c rrrrr t
charitable tax deductions structure, support of private foundatkons
which sword merit based scholarships. However, the federal government
should continue its role in providing support for need based programs.

9. Graduate/Professional Students

a) Pell/Supplemental Educational Ooportunity Grant (SEOG)

Should Pell and MOO award eligibility be extended to graduate and
professional school students?

Otoduate/professional school costs have inc rrrrr d dram/Um:11y and
financial aid opportunities, particularly for low income disadvantaged
laud:into, are limited.
v,. The current appropriations for Pell/SEOG are insufficient for
current undergraduate needs.

The inclusion of a whole new category of students, many of whom will
apply as independent students, will create a eeeeee impact on the
already insufficient support for undergraduates being provided through
these programs.

Recommendation:

That the current provisions restricting Pell/SEOG awards to
undergraduates be extended.

10. Other I eeeee and Concerns

a) Trio Programs

Should the authorization of TRIO programs be extended?

Trio programa have provided significant forms of remedial education and
encouragement to disadvantaged high school students who might not
otherwise consider further education.
vs. There is no longer a need for such programs.

The continued underenrollment of disadvantaged populations in higher
education, as well as the widespread lack of good, timely, and accurate
information about college opportunities, seem to underlie the continued
need for such programs.

Recommendation:

That the authorization of Title IV Trio programs be extended as a means
for providing special support to disadvantaged populations.

112
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Senator QUAYLE. Thank you very much, Mr. Russo.
Mr. Franke.
Mr. FRANKE. Thank you, Senator Quayle. It is indeed an honor to

testify today.
I was privileged to serve with these two other colleagu!s on the

title IV task force at the Indiana Conference, and I support the rec-
ommendations that have been made to you in the report from that
conference. I think they represent a sound basis to the problem
and the opportunities that are facing higher education today.

Also I am privileged to serve as president of the Indiana Student
Financial Aid Association, and I can report to you that the recom-
mendations represent broad consensus of the profession within In-
diana.

There are three items that I would like to amplify today, if I
may. The first one has to do with the definition of the independent
student.

Mr. Russo has talked about that, and I would like to add the em-
phasis from an institution that has over 40 percent of its students
above the age of 25, and about half of its title IV recipients cur-
rently meeting the independent student definition. It is a difficult
problem.

Some recommendations to solve it are trying to establish an arbi-
trary age cutoff that would simplify the definition. Others try to
make the definition more complex by adding more variables to it.
And I think our recommendation is somewhat of a hybrid of these
two.

The important thing we have to understand and decide up front
is whether we are interested in the student's independent status as
it may or may not be. I would simply try to decide if the student is
in fact independent, or do we have a different idea, and that is in
fact to determine whether the student ought to be independent
based on the typical family situation. And I think we are moving
toward that latter approach.

The current definition is subject to manipulation by a very small
number of students because it is difficult to document. And so the
age driven test would seem to be more appropriate. However, that
does open up some problems for those students who unwillingly
have been forced to become self-sufficient, some of them as early as
their high school years. I think the evidence is that is happening
more and more often today.

What I would recommend is that if we adopt an age limit, say of
22, that there be some predefined areas of discretion where stu-
dents who have been forced to become independent not be penal-
ized and precluded from applying for Federal assistance, and to
perhaps set an upper age cutoff to prove independence after they
reach the age of say 25 or so.

The second thing I would like to comment on briefly, because it
has been mentioned before, and that is the calendar that is sensi-
tive to the delivery system.

The past 2 years we have been fortunate in that the forms have
been out early enough for completion to get that done beginning
about Thanksgiving, which was when we would like to start. How-
ever, the thing that right now I think is presenting the greatest
problem to the delivery calendar is the verification process. Simply,
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the Department of Education does not release its final policies and
procedures for verification until late in the spring, long after we
have already gone out anci advised students what to prepare for.
Quite often, it means we have to change our procedures and it
delays the process, and that delay is a hardship for us certainly,
but primarily it is a hardship for the students. They do not get
their awards on time. And if they cannot get their awards on time,
it would seem to me the system has failed.

I would recommend that the Department of Education be in-
structed to have their verification requirements published and fi-
nalized at the same time that the application forms are finalized.

Finally, I would like to address the issue of the balance between
the sufficiency of the data and the ease of application. It seems
every time we talk about simplifying the application process, it is
harder for students and parents. For instance, what used to be a
two-page financial aid form was shortened some years ago ta a
four-page financial aid form with increased duplication of data re-
quests and decreased regulations of data elements.

Senator QUAYLE. Sounds like the Tax Code.
Mr. FRANKE. I am not asked to testify on the Tax Code.
The 1985-86 SAF expects a typical dependent applicant and his

parent to provide 162 different responses of which 67 were consid-
ered part of the core Federal application. I have att,tched some doc-
uments to my testimony that shows what we have to do to verify
this information.

But I would like to indicate the Department of Education has in-
structed us to verify 50 percent of the cases. However, we found
that for dependent students we have to verify 88 percent of our ap-
plicants. This leads to some questions. Is all this data truly neces-
sary to determine eligibility? If it is, why do we not collect it up
front rather than having an additional application process?

And, second, why do we have a needs analysis system that in ad-
vance expects one-half of its applicants to make significant errors
in reporting data?

What I would recommend is that we collect only those data ele-
ments that statistically demonstrated impact on tho aggregate and
that verification of those applicants and data elements that give
evidence of error to a significant degree.

Thank you, Senator Quayle, fo: this opportunity.
[The prepared statement of Mr. Franke followsl
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Mr. Chairman, Members of the Subcommittee, it is indeed an honor

to be invited to appear before you today and present testimony

regarding reauthorization of the Higher Education Act.

I was privileged to serve as a member of the Title IV Task Force

of the Indiana Conference of Higher Education this past winter.

I support the recommeneations made by the Conference in its report

to Senator Quayle. The recommendations represent, in my opinion,

a sound and responsible approach to the problems and opportunities

facing federal student assistance in the nett five years.

As president of the Indiana Student Financial Aid Association

(ISFAA), I can report to you that the Conference's recommendations

reflect the consensus of the profession in Indiana. The sometimes

competing interests of public vs. private, large vs. small, tradi-

tional vs. non-traditional were refreshingly absent from the

task force's deliberation. The concept of partnership, a partnership

between families, institutions and the federal government, was

the unifying factor, and the recommendations are made in that

context.

There are three items that I would like to emphasize to the Subcom-

mittee today. They are: the issue of the self-supporting student,

the need for a delivery-sensitive calendar for Title IV aid,

and the balance between the sufficiency of data and the ease

of application.
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TheaalLumasiarsIgsuiladaatlaass.

I must preface my ks on this issue by stating that I come

from an institution with a large number of non-traditional students.

Approximately 40% of the student body at Indiana University-Purdue

University at Fort Wayne (IPFW) is over the age of 25. Slightly

in excess of one half of our federal aid recipients meet the

current definition of an independent student.

The national debate over the proper definition of an independent

student haeproduced a number of proposals. Some suggest a longer

base periodlto establish independence. Others opt for a simpler

rule, usually anchored on an arbitrary age cutoff. The Indiana

Conference recommendation is a hybrid of these two approaches.

But there is a tension evident in all this. Is the test for

financial self-sufficiency meant to determine whether financial

independence does in fact exist or whether it should exist?

Are we still interested in a 'snapshot approach, one which accepts

the applicant as he or she is at the present, or do we want a

methodology driven by a public policy value judgement of what

the student/parent relationship ought to be. I sense that the

latter, more normative, approach is now predominant.

The current test for independence is prone to subjectivity and

manipulation by a small number of especially resourceful students.

With the exception of the federal tax return, it is nearly impossible
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to document the relationship between students and parents. But

an age driven test has its problems as well. It does not allow

for students who have been unwillingly disenfranchised fro* their

families and left to fend for themselves. The sad truth is that

this is happening more often today, even during the high school

years. Since these students have lost all contact with their

parents, an arbitrary age test would preclude them from applying

for federal assistance.

There is no simple solution to this problem. The fact remains

that more adult students are returning to college, many of them

in difficult financial situations due to job loss, divorce or

other such circumstance. Whatever test is used should accept

these students as independent, as any rational person would.

I would concur in the recommendation of the Indiana Conference

for Higher Education for a self-supporting test based on a minimum

age of 22, with a recognition of exceptional circumstances.

I would further recommend that students of 25 and above be determined

as independent on the basis of their age alone. Finally, I would

recommend that students between 22 and 25 be classified according

to easily verified data elements, such as marital status, dependent

children. prior year's income, etc.
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This is no new issue. In the past the stress point has been

approval of the application documents by the Department of Education

In a timely manner. Fortunately, there were no delays for the

1905-06 form and the 1906-07 form also appears to be on schedule.

Since ISFAA begins its student/parent workshops on applying for

financial aid immediately after Thanksgiving, It is very important

that the forms be available by mid-November.

What worries me now is the effect that the verification process

la having on delivery. Institutions typically begin their verifi-

cation process by February 1. Planning for this process must

take place the previous fall. Informational brochures must be

prepared to advise students of vhat their obligations are, workshops

are conducted in the high schools, and administrative procedures,

both automated and manual, are put in place for verifying student

reported data. Department of Education decisions to alter validation

requirements late that spring can bring the whole process to

a halt. Once the new procedures are understood by the aid admini-

strators, then students must be recontacted to provide additional

verifying information. These delays ultimately mean that students

will not receive awards on time. In other words, the delivery

system has failed.
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Let me Illustrate using the 1985-86 Pell validation process.

IPFW Is not unique In preparing students in advance for validation

by requiring student and parent tax returns from all eligible

applicants. We do not always know which students are selected

for va7idation by the Department until the student submits his

or her Student Aid Report, which may be mid-April at the earlieot

or, more frequently. late summer. We were alerted on April 22

by a Department Dear Colleague letter that major changes were

being made In the validation requirements. That letter promised

the complete Validation Handbook would reach us yet that spring.

We opted to wait for the Handbook, which outlines the mandatory

procedures to follow, before going back to students for the additional

required documentation. Unfortunately, the Handbook did not

reach us until July 3. We had to resort to manual processing

even though we are an automated shop because the Pell Tape Exchange

failed to adequately report validation requirements for individual

student records. Needless to say, even though IPFW is now in

its third week of cl approximately 45% of our Pell recipients

have not yet received their awards for this semester.

I recommend that the Department release all data collection and

verification requirements at the same time the application forms

are approved for printing.
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For some inexplicable reason, the more we talk about simplifying

the application process for stdents and parents, the harder

it seems to get for them. What used to be a two page Financial

Aid Form (FAF) was 'shortened to a four page FAF with increased

duplication of data requests and decreased integration of data

elements. And a needs analysis methodology linked to the federal

adjuated gross Income figure for simplicity increasingly questions

the value of that figure and demands modifications in growing

number. The 1985-86 FAF expects typical dependent applicants

and their parents to provide 162 different responses, of which

67 were considered part of the core federal application. I conduct

about 20 FAF workshops in high schools each winter, and I find

It ever more difficult to explain the process and form.

But worst of all, the validation/verification process has grown

to the point of requiring proof of accuracy from half of the

filers and for all hut a few of the significant data elements.

In fact, while the Department states that It will select 50%

of eligible Pell applicants for validation. I have found that

55% of IPFW's independent eligible applicants and fully 88% of

our dependent eligible applicants have been selected for validation

by the Department. For the Subcommittee's information, I have

attached to my testimony the Department's suggested validation

forms. These will give a feeling for the complexity and magnitude
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of the validation effort as it affects both institutions and

families.

In spite of this, the Department of Education has a much publicized

proposal to simplify data collection to six key elements. Not

publicized Is the fact that one of the six elements requires

five different questions on the application, and one those flve

requires an additional 15 items on a verification worksheet.

The basic question is this: If all this data is truly necessary

to adequately determine eligibility, then why not colle c It

on the original application? And once it is collected, why ask

the family to provide the same data again? Why build a needs

analysis syetem that expects one half of its applicants to have

made significant errors in reporting data? Eligible applicants

are faced with substantially making a second application after

the first demonstrated eligibility for the prram. One cannot

discount the element of discouragement that the application and

verification process introduces to prospective students, especially

those from low Income families.

I would recommend that the application collect only those data

elements that have a statistically demonstrated Impact on the

aggregate distribution of federal dollars and that the verification

process be limited to those applicants and those data elements

that give evidence of error to a significant degree.

I would like to thank you again, Mr. Chairman, for this opportunity

to testify before the Subcommittee. I would be happy to answer

any questions at this time.

1 2
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Senator QUAYLE. Thank you, Mr. Franke.
Next Mr. Walter Schmucker.
Mr. SCHMUCKER. Thank you, Senator Quayle.
My name is Walter Schmucker. I have been the director of stu-

dent finance at Goshen College since 1965, the year when the first
Higher Education Act was signed into law. It is a pleasure and an
honor for me, as an administrator of financial aid, to appear before
you today to present some of my views on several issues related to
the reauthorization of the Higher Education Act.

Having served on the Indiana Conference of Higher Education
Task Force, which prepared recommendations for reauthorizing
title IV programs, I comr .end that report to you. I support most of
the recommendations as they are outlined in that report, and urge
the committee to include those recommendations in the reauthor-
ization of the title IV Student Financial Aid Program.

Several issues are of particular interest and importance to me,
and I want to focus on those for my testimony today.

One, as has been mentioned several times already today, is the
master calendar. During the early years of the Higher Education
Act, funding for the various student financial aid program was ap-
propriated in the same year that it was expended. Congress saw fit
to change that procedure because institutions learned too late in
the year how many dollars would be available for distribution to
their students. Instead, Congress initiated the principle of forward
funding in the appropriation cycle

Just as important as the funding process is the need for institu-
tions to know early in the processing year any regulatory changes
which affect the administration of financial aid to students. A well
planned master calendar, as promoted by the U.S. Commission on
Student Aid, would, if established by statute, allow for better plan-
ning, provide for better and more accurate information dissemina-
tion to parents and students, and improve the overall administra-
tion of financial aid funds.

I encourage legislation to establish education savings accounts as
proposed by the Reagan administration. The present need analysis
process for establishing demonstrated financial needs incorporates
a disincentive for saving for college. That is, if a student saves
funds in his or her own name for college, those savings are taxed
at a much higher rate when determining the family's ability to pay
and if savings were owned by the parents.

Nevertheless, the Nation's tax laws currently encourage families
to establish investments in a child's name through the Gift to
Minors Act, which reduces the tax liability on the parent who is
normally in a higher tax bracket. To limit the amount of future
increases in Federal outlays for financial aid, procedures should be
enacted to establish education savings accounts similar to the
present individual retirement accounts, which would encourage
families to set aside funds for the education of their children.
These accounts should be established with provisions that will
allow the savings to be a part of students self-help expectation in
paying for their education. Thus, the incentive to save will not be
nullified by a high taxing rate when establishing eligibility for var-
ious gift aid programs.

13 0
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The procedures which the State Student Assistance Commission
of Indiana uses to establish eligibility for Indiana grant programs
could serve as a model for determining Federal grant aid eligibility
without penalizing the family for saving toward the student's edu-
cational expenses.

Several other issues, in my judgment, are very important and
should be addressed in the reauthorization process. These are:

One, loan consolidation. Provisions must be made for allowing
students to consolidate their education loans during the repayment
term. These loans include the national direct, guaranteed student
loans, Federal nursing student loan, et cetera. Only with such a
provision can many students avoid defaulting because of the heavy
indebtedness in multiple loan programs.

Two, training of financial aid administrators. Student financial
aid is an extremely complex and constantly changing profession.
The size of Federal outlays for student aid is substantial. It would
seem advisable that those persons assigned to administer Federal
programs on the campuses be given adequate information and
training to administer the programs accurately and fairly. And,
yet, the Department of Education has all but eliminated funds for
this purpose and, instead, tends to hold the big stick of program
reviews and audits over the head of financial aid administrators
and educational institutions.

I believe the use of funds for training and better information dis-
semination would serve the Department and the American citizens
more effectively.

Three, independent student. Much has been said regarding the
need for a clear definition of an independent student. I believe this
issue should be addressed in the reauthorization process, and I rec-
ommend that the definition, as established by the State Student
Assistance Commission of Indiana, be used as a model for the Fed-
eral programs.

I appreciate the opportunity to comment today and appreciate
the support that many students have already received through the
Federal programs and hope that they will continue and be im-
proved.

Senator QUAYLE. OK, gentlemen. Thank you very much for very
fine and specific testimony.

are going to have to move on because of the time constraints.
I hfwe to get back to a vote yet. And so I thank you very much.

And I will now call on our fourth panel.
Mr. Bill DuBois.

STATEMENTS OF BILL DuBOIS, EXECUTIVE DIRECTOR, INDIANA
STATE STUDENT ASSISTANCE COMMISSION, INDIANAPOLIS, IN, .
ACCOMPANIED BY DENNIS OBERGFELL, DIRECTOR; FRANK
CAMMARATA, VICE PRESIDENT, BANK OF INDIANA, MERRILL-
VILLE, IN; AND FRED W. DRAPER, DIRECTOR, EDUCATIONAL
OPPORTUNITY PROGRAMS, INDIANA STATE UNIVERSITY,
TERRE HAUTE, IN

Mr. DuBois. Thank you, Senator.
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I know that everybody is claiming a connection to you today. I
want you to know I am the only one here that could have claimed
to worked for your father while you were still in school.

Senator QUAYLE. That is right.
Mr. DuBois. In the interest of your time, I am going to skip

through the prepared testimony that we have supplied to you and
just stress three or four things that relate to the Guaranteed Stu-
dent Loan Program.

The State Student Assistance Commission is the State guarantee
agency in Indiana for the GSL and PLUS loan programs. We guar-
anteed our first GSL in May 1978. From then until June 30, 1985,
we have guaranteed a total of more than $708 million in loans to
more than 190,000 students.

There are about three or four things that all have been men-
tioned to this point that I would like to restress, and these are
things which we believe have kept the default rate in the Indiana
program at what it is estimated for this year at about 3 percent..
The first is multiple disbursements.

A number of people have referred to the use of multiple disburse-
ments. We would recommend to the Congress essentially several
disbursements through the school year to help ensure that students
use the dollars that they have been loaned for tuition and fees,
which is what the Higher Education Act originally intended.

Copayable checks, second point; 374 out of 476 lenders in the
State program currently make checks copayable to schools as well
as the student. And to date we have fielded no serious objections
from any of the educational institutions in regards to having to
handle copayable checks.

Finally, we would encourage the Senator's consideration, the
committee's consideration, of cosigners. We recommend cosigners
and we think that is probably one of the good reasons that our de-
fault rate is so low. So you may want to consider that possibility.

And, finally, I would add that we would support the Indiana Con-
ference on Higher Education, the recommendations that all GSL
loans be need tested regardless of income, and that the face
amount of GSL loans be limited actually up to the limit.

Thank you, Senator.
[The prepared statement of Mr. DuBois follows:]
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TESTIMONY BY WILLIAM DU BOIS JR.
EXECUTIVE DIRECTOR, STATE STUDENT ASSISTANCE COMMISSION OF INDIANA

Before The
SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES

OF THE U.S. SENATE
COMMITTEE ON LABOR AND HUMAN RESOURCES

Monday, September 9, 1985
Continuing Education Center, University of Notre Dame

South Bend, Indiana

Mr. Chairman and Members of the Subcommittee--

My name is William Du Bois Jr., and I am here in my role as Executive Director

of the State Student Assistance Commission of Indiana (SSACI).

With me today is Mr. Dennis Obergfell, Director of SSACI's Loan Division, which

functions as the state guarantee agency for the GSL and PLUS Loan programs

authorized by Title IV of the Higher Education Act.

Since your time is limited. I won't waste it with a lot of preliminary

information. Instead, let me go immediately to the two programs in which SSACI

has a direct relationship with programs authorized by the Higher EduCation Act.

We operate five other programs which are entirely state-funded.

One of the programs which involves a federal-state partnership is our need-based

state grant program. For the academic year just beginning, the General Assembly

at the urging of Governor Robert D. Orr allocated $26.1 million in state funds,

a 15 per cent increase over 1984-85.
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Our total grant program, with the addition of about $1.52 million in Title IV

State Student Incentive Grant funds, is about $27.6 million for 1985-86. SSIG

funds make up about 5.5% of that total.

Put another way, the availability of the SSIG funds influences our awards only

slightly. If we could ignore the special requirements on the use of SSIG money

and assume that it was used for all students, the loss of SSIG funds would mean

that our average grant to public university students would have been $761

instead of $805 ane our average grant to students at independent,

non-state-supported schools would have been $1,832 instead of $1,939.

Emphatically, I am not saying that SSAC1 recommends that you eliminate the SSIG

grant. These funds do enhance our awards program and increase the likelihood

that the amount of a grant might induce applicants to turn the corner in their

individual decisions about whether or not to attend college.

Viewed from the larger perspective of the total federal-state-institutional

'student financial assistance system, however, the SSIG funds are not integral or

crucial to Indiana's grant program.

We will have a significant grant program, with or without SS1G funds, because

our governor and the General Assembly are committed to programs to increase the

educational attainments of Hoosiers. In fact, the Governor and the General

Assembly have authorized an expenditure of $30 million in the 1986-87 academic

year. This figure does not include SSIG funds which might be available. Thus,

the state appropriation will increase another 15 per cent on top of the 15 per

cent increase this year. Those substantial increases demonstrate the kind of
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commitment to access to higher education which Indiana state government has made

and is making.

By far the most significant Higher Education Act partnership between SSACI and

the federal government is our role as the state guarantee agency for the federal

student loan programs.

These programs--GSL and PLUS--are a tremendously important source of funds for

students and parents searching for ways to finance costly post-secondary

educational programs.

SSAC1 guaranteed its first GSL in May of 1978. From then until June 30, 1985,

the agency has guaranteed a total of more than $708 million in loans to more

then 190,000 students.

Our agency operates these loan programs with income from two primary sources:

1) The 1% insurance premium collected on each loan which SSAC1 guarantees.

2) The administrative cost allowance (ACA) provided until recently by the U.S.

Department of Education.

Let me interject here the fact that we art disappointed by Secretary Bennett's

decision to withhold ACA this year. And we are amazed that he adamantly adheres

to that position even after the Congress, in a recent supplemental

appropriations bill, specifically provided funds to pay ACA for the current

federal fiscal year.
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SSACI has been a good steward. We have a no-frills operation. We concentrate

on the role granted to us by the Higher Education Act--providing access to

higher education through successfully operated loan programs.

The Secretary's decision to withhold ACA won't cause our program to fold this

var or next. However, we rely on ACA to fund our student loan operations. If

this arbitrary policy is continued for any length of time, it will sap our

strength and undermine our ability to sustain a program which has operated

grugallv rad in the public interest.

Let me now turn to ways in which the Congress can achieve savings in the student

loan program.

SSACI has alWays-encoureged Indiana lenders to make multiple disbursements,

checks payable to both the student and the school, and has for years recommended

that lenders mail loan checks directly to the educational institution. We feel

these practices have helped keep Indiana's default rate within reason. In fact,

our default rate had steadily declined over the last four years to about 3%. We

strongly urge the Federal Government to adopt these policies as part of the

program's reauthorization.

Multiple disbursements, we feel, help students to better budget their student

loan dollars inasmuch as each disbursement is usually used for direct

educational expenses, such as tuition and fees, as the Higher Education Act

intended. Certainly, multiple disbursements help the student incur less debt.
.0.

In turn, this ultimately decreases interest benefits which the Federal

Government has to pay to lenders. For example, in the case of a student who

elects not to attend second semester, fewer dollars will be initially disbursed.

1 :3 6
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3) Establish a statute of limitations of at least six years on defaulted

student loans in Federal law. (Indiana's is six years.) States with longer

statutes of limitation would not be affected.

4) Require lenders or subsequent holders of student loans, to submit names,

addresses, social security numbers and loan amounts of GSL, PLUS, and

unsubsidized loans to credit reporting bureaus at the time of disbursement.

5) We also suggest that states bt permitted to return all federal advances to

the Federal Government within a reasonable time frame based on an

independent determination of the overall financial condition of the

agency's loan guarantee program.

6) We also support the recommendation of the Indiana Conference on Higher

Education that all GSL loans be need-tested, regardless of income, and that

the face amounts of GSL loans be limited to actual need or the $2,500

annual limit, whichever is less.

We thank you for the opportunity to present these views. With Mr. Obergfell's

assistance, I will be happy to respond to any questions you might have.
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Senator QUAYLE. Thank you very much, Bill.
Next Mr. Frank Cammarata.
Mr. CAMMARATA. Senator, thank you for allowing me to testify

this morning. I have been editing my presentation this morning
since 9 o'clock. I will do it even further. I will paraphrase every-
thing I have to say here.

And I will say that I am Frank Cammarata from the Bank of
Indiana, and we are representing the Consumer Bankers Associa-
tion, representing in a sense the lending community.

I would like to say, concerning the reauthorization process, that
it is the consideration for special allowance, also the multiple dis-
bursement.

The special allowance is very important to lenders in order to
obtain an equitable return under investment. And I think what we
have today is an equitable investment. For lenders to stay in the
program, they do not need reduction to that. I am afraid it will
hurt the smaller banks if there is reduction to that. And reducing
the special allowance will definitely allow many small banks to
drop out of the program.

Indiana does indeed have many small banks. The reduction of
special allowance would probably not affect the large banks in the
country, but definitely it will have an impact on the small banks.
In a sense, we are supporting the special allowance to remain as it
is for the upcoming reauthorization for GSL's.

On the other hand, on the multiple disbursement, the CBA has
endorsed the multiple disbursement. The only thing we are asking
on the multiple disbursement is that, once enacted, ample time be
given to lenders to adjust their methods of operation. And we rec-
ommend perhaps a 180 days from implementation.

We would like to offer a few other suggestions that would help
the reduction of costs. And some of those things would be that we
also encourage the extension of a grace period. Currently the ex-
tension period is 6 months. We would recommend 9 months. We
feel that the first 6 months the student does not do anything but
look for a job. In this 6-month period, we feel the student has found
a job and needs a couple months to arrange his repayment sched-
ule and, therefore, make repayments. I think by allowing that
longer period, the default rate would decrease.

We are also requesting lenders to be required to submit the in-
formation to credit bureaus. That is by providing the information
to credit bureaus, we, as lenders, will know the actual indebtedness
of the student, therefore perhaps denying additional credit, you
know, for consumer status like cars, furniture, or vacations, or
whatever the case may be.

We also would like to have the availability, either to the guaran-
ty agency or lenders, more data for the revenue service, the social
security, et cetera, so we could, as lenders, skip tracing and things
like that.

Also we would like to recommend the reestablishing of the con-
solidation loan program. We feel that many students come out
from their 4-year educational program with many types of loans re-
quiring anywhere between four to six different payments per
month, therefore diluting any amount of money that they may
have for any other things. Consolidation is a very common practice.
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We do offer consolidation loans to any citizens that would like to
have them. If they may have six different creditors, we consolidate
those into one, therefore giving them ample cash to meet those
payments, extending a timetable and producing payment, therefore
minimizing any default concept. We feel that has the same bearing
as to the loans by combining all the student loans in one and
making those loan payments less each month. Those possibilities I
think will encourage students to make their payments, have excess
cash and go on their way.

So, in a nutshell, those are the things that the Consumer Bank-
ers Association would recommend. We at the Bank of Indiana sup-
port those wholeheartedly.

Thank you, Senator. I wish I had a little more time.
[The prepared statement of Mr. Cammarata follows:]
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Mr. Chairman and Members of the Subcommittee. Thank

you for the opportunity to testify today on the future of

the Guaranteed Student Loan program on behalf of the

Consumer Bankers Association (CBA) /1 and my institution.

I am Frank Cammarata, Vice President of Bank of Indiana,

N.A., in Aredei/Wf

Although my testimony today reflects the views of the

Consumer Bankers Association, I would like to briefly

describe my institution to you. Bank of Indiana is the

12th largest lender in the Guaranteed Student Loan program

in the state of Indiana. We began making Guaranteed

Student Loans in 1967.

In total, our bank has committed over $20 million of

our resources to making GSLs. Of this amount,

approximately 80% percent will be lent to students in the

state of Indiana. Tbe students served under our program

include students attending every category of postsecondary

institution. Our average loan size is approximately $1700

and our small loan policy is generally $500. The average

loan indebtedness of our borrowers at the time of

graduation is about $4200:

1/ The Association is a nonprofit organization that
was organized in 1919 to provide a voice for the retail
banking industry. Today, membership in tae Association is
open to any federally insured depository 4.nstitution,
including commercial banks, thrifts,andc,edit unions.
Associate members include bank card processors and service
provider organizations. Combined, the members of the
Association now hold over 70% of all const-9er credit
outstanding held by commercial banks and o .r 80% of the
consumer deposit accounts held by commercial banks.
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In recent months, the Administration has put forward a

series of legislative proposals designed to reduce the

costs of the GSL program. We support efforts to reduce the

budget deficit. The specific legislative proposals put

forward by the Administration, however, fundamentally alter

the nature of the program by eliminating incentives for

many lenders to invest their depositors' capital in GSLs.

On behalf of CBA, I would like to focus briefly on two

of the proposals that most directly affect lenders. The

first relates to the special allowance paid by the federal

government on GSLs. The second concerns the issue of

multiple disbursement of loans.

It should be noted that these two issues are closely

related since the federal subsidies which support the

Guaranteed Student Loan program operate to offset the

expenses associated with making loan capital available. In

turn, one of the most significant expenses involved in

making GSLs is the loan origination process. Requiring the

multiple disbursement of loans, therefore, effectively

reduces the subsidy in the program. A table summarizing

the combined effects'on lender yield of these and other

legislative and regulatory proposals is attached for your

reference.

SUBSIDIES

In approaching the issue Of subsidies, it is important

to note that the federal subsidy paid on GSLs is an

1 4 .1
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essential part of the program. Without these subsidies,

lenders could not make capital availabIe to student

borrowers at the favorable rates of interest authorized for

GSLs. Thus, the primary beneficiary of the subsidies in

the GSL program is the student. The in-school interest

subsidy and the special allowance both correspond to

interest which the borrower would otherwise be required to

pay in order to find a lender willing to make a GSL.

In recent months, the Administration has challenged

the basic assumption that the existing subsidies in the GSL

program correspond to the costs incurred by lenders in

making loan capital available to students. They have

suggested that the total return to lenders on GSLs exceeds

the amount necessary to encourage them to participate in

the program. They have taken the position that the special

allowance can be reduced by as much as 2.0 percent during

the in-school period and 1.5 percent during repayment

without jeopardizing the availability of loan capital to

students.

Consumer bankers in the GSL program are perplexed by

the notion that the return to lenders is "excessive." In

fact, many small lenders in the GSL program are making only

a marginal return on GSLs and remain in the program largely

as a special service to communities in which they are

located. For small lenders, the GSL loan origination and

servicing processes are particularly complex and costly.

As an objective matter, lender profit in the GSL

program is best measured by comparing the return lenders

1 4 5
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make on GSLs with the other investments which they make.

The "return on assets" is the measure which is generally

used by most financial institutions for the purposes of

comparing loan products. Under existing law -- with the

special allowance rate set at Treasury bill plus 3.5

percent -- the return on GSLs is roughly equal to that

produced by other consumer loan products.

A survey of 175 financial institutions with assets of

between one and three billion dollars indicates that the

typical return on assets for consumer lending, GSLs and

PLUS loans was .75 percent over the past few years. Because

of significantly less favorable economie.. of scale, the

return on assets at smaller financial institutions is

between .3 and .6 percent on GSLs. As a 1-L.11 ..nstitution

with a relatively modest investment in GSLs, we find that

our experience would fall within this range.

A cut in the present level of federal involvement will

constitute a disincentive for banks to undertake the costly

and arduous task of building the type of efficient,

high-volume, computer-driven student loan programs that

facilitate participation. It will especially handicap

smaller institutions like ours in which administrative

capabilities and loan volumes simply cannot support or

justify investment in such technical developments. At

stake is the ready access to student loan funds which the

present level of federal subsidies has helped to insure.

I have no doubt that a reduction in the special

allowance will lead to many lenders dropping out of the
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program, or in reducing the &mount of capital they invest

in it. They will invest in other, more profitable consumer

loan products and pursue less administratively burdensome

opportunities. The losers will be the students. It is

important to note that under the current program, one is

hard pressed to identify a single area of the country where

access to student loans is a problem. This is due to the

fact that the existing program makes participation for

lenders -- even the smallest lenders -- feasible.

The implications for Indiana should be readily appar-

ent. Indiana's GSL lenders tend to be the smaller

community banks. Like many other states, Indiana is

experiencing a transition from a manufacturing and

agricultural base to a service-based economy where some

form of postsecondary education is almost mandatory. The

dislocations in the farming sector need no elaboration.

Many low-to-moderate-income families are situated

throughout the state's urban areas as well. Each of these

factors underscores the importance to Indiana of the

present GSL program. We strongly urge the Subcommittee to

resist efforts to reduce the special allowance and thereby

limit access to educational funds.

So, as I see it, as the Congress faces the issue of

subsidies in the Guaranteed Student Loan program, three

choices are before you:

1) Cut the special allowance, thereby reducing the

return to lenders, without raising the interest rate paid

by the students. This option, I assure you, results in
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lenders dropping out of the program in direct ratio to

depth of the special allowance cut adopted.

2) Cut or reduce the in-school interest subsidy by

raising the student's interest rate, or cut the special

allowance and increase the student's interest rate, to

maintain the return to lenders while reducing the federal

cost of the program. Any changes which increase loan costs

to the student may lead to financial and educational

results which may be adverse to the student and the GSL

program.

3) Maintain the current structure of the program,

including the subsidies on loans. This option represents

the road taken since 1979. Since that year, student access

to loan capital has increased, almost on an annual basis,

to the point where we are close to being able to say that

every eligible student can be assured of finding a lender.

CBA respectfully submits that this alternative best serves

federal postsecondary education policy.

MULTIPLE DISBURSEMENT

CBA has endorsed multiple disbursement as a rational,

effective means of reducing losses in the program resulting

from students who enroll in college, collect their GSL, but

then drop out. Under multiple disbursement, in a semester

system, such a student who qualified for a full $2500 GSL,

would receive only $1250 with a resulting savings to the

federal government. In a trimester or quarterly system,
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the student would receive a third or quarter of the total

&mount at the start of each term.

Our concerns about multiple disbursement result from

the fact that it is not being considered on Capitol Hill as

a single administrative improvement in the program, but

rather as part of a comprehensive package of measures

designed to reduce the return to lenders on the program.

Multiple disbursement is costly to lenders because a number

of the administrative steps necessary to originate a loan

must be repeated. Verifying the enrollment status of the

student and issuing and mailing at least one additional

check are two examples. It is estimated that these

additional requirements will increase administrative costs

by approximately .20 percent.

CBA has endorsed multiple disbursement as part of its

reauthorization recommendations submitted to the House

Subcommittee on Postsecondary Education on April 30th. We,

therefore, urge the Subcommittee to carefully consider

enacting multiple disbursement, but to be sensitive to the

fact that the lender costs associated with this proposal

are significant.

Along the same lines, we urge the Subcommittee to

provide lenders with an adequate amount of time to prepare

for the implementation of any changes to the program. In

1981, legislative changes were enacted with an almost

immediate effective date. The result was mass confusion

which caused many institutions to stop making loans. We

urge the Subcommittee to do everything in its power to
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assure that the effective date for any changes is at least

180 days after the date of enactment.

CBA REAUTHORIZATION PROPOSALS

I would now like to turn to several other proposals

which have been made by CBA to improve the administrative

efficiency and reduce the federal costs associated with the

program.

Grace Period Extension

The 5irst proposal would be to extend the repayment

grace perie after the student graduates from the current

six monthp to nine months. What is happening in many

instances is that students are unable to find jobs and

begin employment in the six-month period. Many borrowers

thus go unnecessarily into default while an additional

three months grace period could give them time to get

established and begin repayment. We believe that the small

costs associated with enacting this amendment would be more

than made up through reductions in default losses.

Credit Bureau Reporting

A second beneficial administrative change would be to

require that lenders report the existence of a GSL to

credit bureaus. This small step will have a significant

impact on defaults by helping to prevent highly-indebted

GSL borrowers from unwisely taking on additional consumer

loan debt.
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addegahasniaLlun
assistOROO shade be prolrided to lendrs

who vast to *stabile% graduated repayment echedules to holp

borrowers who are enable to meet their initial repayment

obligations.

Masi-Masa liatin
As oddltiesal reeosmendation would be expansion of

gearanty sgemoy sad leader access to databases such as

Social Security and the Internal Revenue Sonde* to help

imprevo the tracing of delingsent and defaulted borrowers .

lein_amegigatign
finally, we woeld reeemmend re-establishment of the

loan eonsolidation program. In my opinion, much of the

default less is the GOL program today is occurring from

good-faith borrowers who, in the face of difficult oconomic

01111108440008, simply cannot repay their loans. Loan

consolidation offers highly indebted borrowers the option

of stsetchlag out their loan payments and easing their

monthly obligatioes.

All cermet entities in the OIL program should be

allowed to coseolidate the loans of a borrower. This would

assure the availability of a consolidation program to the

borrower. Administrative complexity, such as multiple

seeds asslysis requirements, hould be avoided. This will

encourage the broadest participation by lenders. The

ro-eetablishmest of a viable loan consolidation program

shoold be ome of the highest priorities of the Congress as

it begins the reauthorization process.
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In closing, let me again thank you for the opportunity

to participate in these hearings today. Because of the

budget deficit and the need to address it, the SOL and

other federal student aid programs are under attack. We

thank the Subcommittee for taking the time to visit Indiana

and to find out how some of the proposals currently being

circulated would affect students who, without the helping

hand of federal student aid, would be unable to obtain post-

secondary college education and training. We hope that as

the Subcommittee continues its work on the reauthorization

that these students will always be your top priority.

I would be happy to respond to any questions the

Subcommittee may have.
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Appendix

Summary
Effect of Proposed Legislative and Regulative Changes

on
Lending Yield on Guaranteed Student Loans

Current Average Yield .752

Possible proposed legislative changes:
1. Multiple disbursement -.20

2. Elimination of interest on
multiplying funds -.20

3. Reduction in special allowance
of 25 basis points -.25

Possible regulatory change:
4. Increased lender due diligence -.10

Lender yield if all proposed possible
changes were implemented. .0

1 5 J
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Senator QUAYLE. I doubt if this will be the last time we will be
communicating on this issue.

Mr. Draper.
Mr. DRAPER. Senator Quayle, I am pleased to give testimony and

talk about what we need to be a little more successful.
As you know, these are programs that provide special support of

services for low-income first generation college students. These pro-
grams, since their inception in 1965, have given many disadvan-
taged, poor, black, white, Hispanic, Indians, and others the oppor-
tunity to open doors that have previously been closed. The cost of
one bomber 10 missile and a couple of jet fighters would probably
be adequate to begin to adequately fund Trio Programs so that we
can continue to accomplish our goals of educating the poor and dis-
advantaged.

I am in support of strong U.S. defense, but I am also reminded
that no nation is secure and free unless its people are educated. We
all know that in order to have a credible defense, it is necessary to
strengthen the nation by developing human capital. Without
trained scientists and technicians from all groups within the popu-
lation, the United States can never have an adequate defense or
prosperous country. We need both.

Recently the Washington office of the college board released a
finding from a study. The study concluded that these programs had
been delivering their service in a cost effective and professional
manner. It is also suggested that because of demographic trends
programs like those in Trio and equal opportunity centers will be
increasingly needed in the next decade.

Let me give you a few examples of what we have done at Indiana
State University. We have served over 5,000 students. A couple of
examples. Mr. Dennis Hayes, a former Upward Bound student at
Indiana State University, is also a successful practicing attorney in
Indianapolis. Mr. Hayes stated that he would not have been able to
become a lawyer or perhaps even go to college if it had not been
from the guidance and directions he received from the Upward
Bound Program he has recently been appointed Assistant Attorney
Counsel for the National Office of the NAACP in New York.

Dr. Billie Jameson, a former Trio student at the Indiana Univer-
sity, is now a successful pediatrician in the City of Indianapolis in
Indiana. She stated, "The Upward Bound Program helped me to
adjust to college and make my transition from high school to col-
lege an easier one."

The one question the Government is asking, in my opinion, and
many of my colleagues, is whether or not Federal Government
should be involved in higher education? The question is not wheth-
er the programs work or not. We know they work. The question is
why should the Federal Government and not the colleges and uni-
versities or State pay for the programs?

It is to the best interests of the Nation to safeguard our liberties,
provide for the continuing growth of our country, and invest in its
future by investing in the education of our youth. Equal access
must be available for everyone.

In order for a nation to be truly free and productive, they have
to ensure it will last. All the citizens must be educated. And the
Federal Government must play a major role.
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Since 1981-82 academic year, the Trio Program is a nationally
serving 50,000 fewer students today because of the funding prob-
lems.

No less than live studies in the past 2 years have led to a dis-
turbing conclusion that the commitment the Federal Government
made in the 1960's to assist American minorities and the poor, and
realizing their postsecondary aspiration is not a great risk.

Another study recently concluded this year by the American As-
sociation for State Universities and Colleges showed that it is more
difficult now for a student from low-income families to enroll in
college than it was in 1978.

Unquestionably, these findings and trends are alarming.
My recommendations regarding this reauthorization of the spe-

cial programs for students from disadvantaged backgrounds, com-
monly known as the Trio, are increasing the Trio authorization
level; providing the post-Vietnam air veterans be eligible for
Upward Bound services; expanding the allowable activity under
the Trio training authority to include the publication of training
materials, and authorizing a national center for postsecondary stu-
dents designed to increase the awareness of available student as-
sistance.

Thank you.
[The prepared statement of Mr. Draper followsd
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Mr. Chairman, Members of the Subcommittee, my name Is Frederick Draper and

I as the Director of Educational Opportunity Programs ,t Indiana State

University In Terre Haute, Indiana. I have been asked to give testimony

about the TRIO Programs, (Talent Search, Upward Bound, & Special Services)

and any relevant changes that might possibly be needed. I am more than

happy to do so and feel fortunate to have been asked, but then maybe

someone is paying e back for all the visits I've made to Congressmen and

Senators on behalf of the National Council of Educational Opportunity

Associations each March to attempt to persuade them to support TRIO

programs. They know that each March they will be inundated with

material, people, and students that justifiably support our programs.

I am pleased to give testimony to support TRIO Programs and talk about

what we need to be even more successful, but I'm also disturbingly amazed

at why we should have to continually justify a program that has

demonstrated it's effectiveness in providing educational opportunities to

individuals from low income families who are the first generation to

attend college, to prepare these students for post secondary education, to

provide special supportive services for low-income, first generation and

physically handicapped students while they pursue programs of

postsecondary education, and to train persons serving or preparing for

services in programs and similiar projects. These programs have, since

their inception in 1965, given many disadvantaged, poor, Black, white,

Hispanic, Indians, and others the opportunity to open doors that had

previously been closed. It would seem to me that we would be much better

off investing in the future, because that is what the cost of an education

is, an investment that pays dividends in the future, rather than spending

$44 billion for a force of 500 midgetman missiles that may never be

used. One bomber, ten missiles, and a couple of ;et fighters would

probably adequately begin to fund TRIO Programs so that we can continue to

accomplish our goals of educating the poor and disadvantaged in the United

States. I am in support of a strong U.S. defense, but I'm also reminded

that no nation is secure and free unless its' people are educated. We all

know that in order to have a credible defense, it is neccssary to

strengthen the nati3ns infra-structure by developing human capital.

Without trained :cirntist and technicians--from all groups within the

population-- the inited States can never have an adequate defense or a

prosperous country. We need both!

Recently the Washington Office of the College Board released a finding

from a study they conducted of Talent Search and Educational Opportunity

Center Programs. The study concluded that the programs have been

delivering their services in a cost-effective and professional manner; it

also suggested that because of demographic trends programs like Talent

Search and Educational Opportunity Centers will be increasingly needed in

the next decade.
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Let me give you a few ideas about what we've done at Indiana State
University over just the last three years, and let me also say that what
we have done is typical of almost any of the institutions that have a TRIO
based program. The Talent Search, Upward Bound, and Special Services
Programs at Indiana State University have served over 4,746 students, the
majority of which have been first generation college students. Ninety
percent of the students that we have served OM not have been able to go
to college, finish high school, or find a productive career were it not
for many of the services offered by the TRIO Programs.

Mr. Charles Brown, Oo is a former Upward Bound student at Indiana State
University, is a typi 11 success student for us. Charles Brown is from a
family of 8 brothers and sisters and he was a first generation college
student. Upward Bound was a means for him to continue his education at
Indiana State University; to receive a degree; and to become a successful
college administrator. He has, since his graduation, served as the
Assistant Director of the ISU Upward Bound Programs and he is currently
the Director of the Afro-American cultural Center on campus as well as the
owner of three small business enterprises in Terre Haute, Indiana. Where
would Mr. Brown be today had it not been for the program?

Ms. Carrie E. Todd, a graduate of Indianapolis Shortridge High School, the
esteemed former High school of our United States Senator Richard Lugar,
and a former Upward Bound student at Indiana State University is from a
family of eight and was a first generation college student. She is
currently the Chief Medical Technologist at Regional Hospital in TErre
Haute, Indiana. Her Upward Bound experience helped make it possible for
her to not only graduate from the University of Evansville, but to achieve
in her chosen field.

Mr. Dennis Hayes, a former Upward Bound Student at Indiana University is
now a successful practicing Attorney in Indianapolis. Mr. Hayes has
stated that he would not have gone on to be lawyer or perhaps not even
attended college had it not been for the guidance and directions he
received from the Upward Bound Programs. Mr. Hayes has recently accepted
a position as Assistant General Council with the National Office of the
N.A.A.C.P. in New York, New York.

Mrs. Leslie Smith, a 1982 Special Services student at Indiana State
University who was once advised by a high school counselor to get married
and raise children because she did not have the aptitude to go to college,
not only went, but 9raduated with honors and is currently a successful
high school teacher. A Talent Se,rch counselor persuaded Mrs. Smith to
talk to people at Indiana State University and they assisted her in
filling out forms. She definitely would not have been at Indiana State
University or graduated were it not for these progr.ms.
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Dr. Billie Jamison, a former TRIO student at Indiana University is now a

successful Pediatrician in the City of Indianapolis, Indiana. She stated

"the Upward Bound Program helped me to adjust to the college curriculum

and learn study habits that made my transition from high school to college

a much smoother one."

Indiana State University has helped many students finish G.E.D. programs,

college, vocational programs, etc. The list of accomplishments can be

stated over and over, but what we are concerned with here today is what

would have happened to many of these students if the programs hadn't

existed or what will happen to future high risk students if we don't

continue the funding and increase the funding levels.

The question you're asking, in my opinion and many of my colleagues, is

whether or not the federal government should be involved in high

education. The question is not whether the programs work or not. We know

they work. The question is why should the federal government and not the

colleges and universities or states pay for these programs. It is to the

best interest of the nation in order to safeguard our liberties, provide

for the continuing growth of our country, and invest in its' future by

investing in the education of our youth. Equal access must be available

for everyone and not Just the elite. In order for a nation to be truely

free and productive and to insure that it will last, all of it's citizens

must be educated.

Since the 1981-82 academic year the TRIO programs have lost $25 million in

purchasing power. We, nationally, are serving 50,000 fewer students today

because of the funding problems. We simply cannot allow the assault on

Equal Educational Opportunity in Postsecondary Education to continue.

No less than five national studies in the onst two years have led to a

disturbing conclusion that the commitment that tie federal government made

in the 1960's to assist America's minorities in realizing their

postsecondary aspirations is now at great risk. At the University of

Chicago, just two years ago, the National Commission on Student Financial

Assistance issued the first warning. The Commission released a study

entitled 'Changes in College Participation Rates and Student Financial

Assistance, 1969, 1974, 1981." This report revealed that between 1974 and

1981, there was a sharp drop in the enrollment of students from families

earning less than $7,500 (See HED 2/17/83). Last Fall, the Office of

Minority Concerns of the American Council on Education (ACE), in their

Third Annual Status Report on Minorities in High Education, found that

even though Blacks and Hispanics experienced increases in the number of

high school graduates from 1975 to 1980, the percentage of high school

graduates from these groups enrolling in college still declined.

Another study released earlier this year by the American Associates for

State Colleges and Universities (AASCU), showed that it is more difficult

now for students from low-income families to enroll in college than it was

in 1978. The recent ACE study tends to reinforce the AASCU conclusion,
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when it notes that Blacks, Hispanics and Native Americans continue to be
underrepresented in four year colleges and universities. The AASCU study
also found clear evidence of trading down among students frnm more
expensive to less expensive schools, and from less expensive schools to
non-enrollment. This possibly explains the sharp drop in minority
enrollment in California Community Colleges in the Fall of 1983. Black
Student enrollment there dropped 9.2 percent, Hispanic enrollment dropped
13.5 percent, and enrollment of Native Americans dropped 18.2 percent.

Unquestionably, these findings and trends are alarming. As the April 17,
1995 issue of Education Week noted, hard-won college enrollment gains for
minority students are deteriorating with frightening consequences for the
nation's future. Within this context, two things stand out. The
diminishing federal interest in the welfare of poor and minority People,
on the one hand, is having an immediate and adverse impact on the
life-chances of youth from these Populations. On the other hand, it will
have the unintended effect of undermining the economic base of many of the
nations's colleges and universities over time.

I could go on forever with my testimony for the TRIO Programs, but in
summary, I would like to say I am pleased to have had this opportunity to
discuss the programs and to present my recommendations regarding this
Reauthorization of the Special Programs for Students from Disadvantaged
Backgrounds Subpart of the Higher Education Act. (More commonly known as
Tim programs)

The recommendations are:
1. Increasing the TRIO Authorization level

2. Codifying the current practice of giving an institution or agency's
prior experience in administering a TRIO Program a 13% weighting in
making new awards.

3. Providing that Post-Vietnam era veterans be eligible for Upward Bound
services.

4. Eliminating the matching requirements for Educational Opportunity
Centers.

5. Expanding the allowable activities under the TRIO training authority to
include the publications of training materials; and

6. Authorizing a National Center for Postsecondary Opportunity designed to
increase awareness of the availability of student assistance.

In my opinion, the evidence which has been cited very briefly this morning
Provides strong support for the position that TRIO Programs provide
services which are vital in assuring disadvantaged students a realistic
opportunity to graduate from college.

Thank you for listening.
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1. Educational Opp rtunity Centers

Purposes of the Program:

(1) To provide low-income and first-generation adults with information
about admission to postsecondary programs and financial aid available;
and (2) to provide assistance to uch persons in applying for admission
to postsecondary institutions including ing with the preparation

of necessary admissions and financial aid applications.

Number of Programs Funded FY 1985: 36

Cost Per Client Served: $90

Participants: 102,800
Cost Per Project: $258,330

2. Special Services

Purposes of the Program:

To provide supportive services such as basic skills instruction, personal
counseling, academic advising, tutoring, graduate and professional place-
ment sss i s tance, and career counseling to lorincomel_first-generation,
and physical handicapped students enrolled in college.

Number of Projects Funded FY 1985: 658
Cost per Participant: $496
Participants: 141, 600
Cost Per Project: $106,840

----.----

3. Talent Search

Purpose of the Program:

(1) To identify qualified low-income and disadvantaged youth and to
encourage such youth to complete secondary school and to enr211 in
postsecondary education; (2) to publicize the availability of student

financial tance (3) and to sss i s t students and their families

in completing necessary application forms.

Number of Projects Funded FY 1985: 170

Cost Per Client Served: $109

Participants: 185,500
Cost Per Project: $119,410
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4. Training Authority

Purpose of ihe Program:

To provide training for persons working in the TRIO programs in
specialized areas such as computer utilization, working with handi
c4pped students, and improving mathematics and science instruction.

Number of Projects Funded FY 1985: 11

Cost Per Puoject $96,000

5. Upward Bound

Purpose of the Program

To generate in lowincome high school students the skills and motivation
necessary for success in postsecondary education through attendance at
summer programs on college campuses and supplemental counseling and in
structional activities during the academic year.

Number of Projects Funded FY 1985: 423
Cost Per Participaw: $2,235
Participants: 33,100
Cost Per Projects $174,940

57-366 0-86-6
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TRIO PROGRAMS
IMPACT OF THE ADMINISTRATION'S FY 1986

BUDGET ON THE TRIO PROGRAMS

Program Title Special Programs for Students from Disadvantaged
bacxgrounds (Trio), Higher Education Act of 1965, Title IV (Student
Assistance) Part A, Subpart 4. P.L. 92-318 amended by 96-374.

Purposes of the Pragram. o identify qualified individuals from low-
income families who are in the first generation in their families
to attend college, to prepare these students for post-secondary education,
to provide special supportive services for low-income, first-generation
and physically handicapped students while they pursue programs of
postsecondary education, and to train persons serving or preparing for
service in programs and projects so designed.

Who Receives Funding: The 1,275 TRIO projects operate in over 800 higher
educational institutions and 80 community agencies. In FY 1984 TRIO
projects served a total of 505,000 students. Two-thirds of these students
are from familes where (1) the total taxable income is less than 150%
of the poverty level, and (2) neither parent had graduated from college.
Among TRIO students, 41% are black, 35% are white, 17% are Hispanic,
4% are American Indian and 3% are Asian. Eleven thousand TRIO students
are physically handicapped.

Kind of Activities Sqpported: TRIO refers to five programs funded under
Special Programs subpart: Educational Opportunity Centers, Special Servites
for Disadvantaged Students, Talent Search, Upward Bound, and a training
program for TRIO staffs. Teh TRIO programs provide low-income, first-
generation and physically handicapped students the supportive services
they need--counseling, basic skills instruction, tutoring, information
about college admissions and financial aid--to enroll in and graduate
from college. These prOgrams provide low-income students a realistic
opportunity to escape cycles of poverty and dependence and to achieve
teh upward mobility afforded by higher education.

Impact of the President's FY 1986 Budget. In FY 1986, the Adminstration
proposes to reduce TRIO funding by 53t. As a result, over 380,000 students
would be eliminated from these programs.

--The 167 Talent Search and 33 Educational Opportunity Center projects
would be eliminated. These projects, serving 294,000 students, provide
information about college and financial aid opportunities to disadvant-
aged students.

Each year more than 20% of Black and Hispanic students who enter college
receive assistance from Talent Search projects and Educational Opportunity
Centers.
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--The Admiqistration's budget would cut back funding of special supportive
services for students enrolled in college by 43%. More than 70,000 students
would be eliminated from Speical Services projects. Additionallv, over
the course of five years, the Administration would discontinue federally
supported services at each of the 651 institutions pre:ently receiving
Special Services funds.

The counseling, tutoring, and remedial coursework lunded by Special
Services has been effective in increasing retention of disadvantaged
students in college. Low-income and first-generation students having
benefit of these services are more than twice as likely to stay in
school as similar students who do not participate in such services.
This TRIO program has also been shown to impact positively on the number
of courses a student completes and on students' grade point averages.

--The Administration's budget would eliminate approximately 200 of the
presently funded 421 Upward Bound projects. By doing so it would eliminate
15,600 Students from the program. The number of additional institutions
which would voluntarily stop sponsoring Upward Bound projects because
they could not secure the 20% match the Administration porposes to require
is difficult to estimate.

Cuts in Upward Bound are difficult to justify in light of its proven
effectiveness. High school students who enroll in Upward Bound are
four times as likely to graduate from college as similar students who do
not have benefit of these services while in high school.

164
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MINT LAW

ittFill (I) lho locrotary shall, In

8tOrdint1 with thi provisions of this

sulpert, terry out mires of liking

prints Ind toRtrocto disIgnod to Idontt .

fy qvilIPtid indIvIdueli fro diadvo

teltd hatagroondli to prepare thou for

progrio of lortiotonfiry odutotIoni

to provido so 'I sorvicos for loch

students 00 1r1
Ogri.i111 Pogrom of

postsecondary 100C1ttool end to trolo

porsons serving or preparing for lorvIto

lo pti))taIi 10 prolocts so Wined.

(a; (1) for thi prom discrlbod

IR soiction (1), the Ittritory is

luthorlifil wItrout regord to fiction

3101 of tho lortild Statutes (II 0.1,C.S)1

to seas grants to, sod contrecti, with,

institutions of highor iducition NON

mod priviti login ini orginititions,

Ind in laciptiooll cIrcumstoncill moo
dory schools for pionning, developing,

Of tirr1101 out One or sort of the

services Heisted under this subpart.

it) 1n liking gront! end contracts

under this subpart, the Socritory shall

consider tho prior tac4rienco of servict

Otlivery undor tht pirticulor propos for

wlich funds ono sought by toch ipplicint,

gust RRwig mpg T90101PIS

RCOMEhOth AMINCOENTS

subsection 117(b)(1) it minded to 'lid

is follows:

"In toting prints Ind contracts under this

tubpirt, tho Socretery shag give the

ipplicent's prior oporiona of service

dllivorY Odor the porticular prom for

which funds ore soughtle weighting of it

hast 11%,

RATIONALE

Since f! Oil when it impIemehted the

Education Amendments of 1180, tht Otpirtmot

of Education hos given prior emperrinci s 13t

weighting (1$ points of 11) in making funding

ditirminotions for 1110, IN rl fl 1983

end FT 11141 this resultid in continuing HI

to 901 of projects which hid been funded, Tin

percent to 111 of projects funded wire then

locited it institutions not previously funded.

ThIS appears to be an appropriate balinCe which

issuris.continuity in services to students while

providing e mechinitm to discontinue projects

which ire not providing effective services,

It ilSo Woo institutions which had not pre.

viousiy sponsored TRIO projects to gain access

to those funds. Tho intent of this recommen .

dition it to codify present
pfIcticl.
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RECOMMENDED ANENONENTS
RATIONALE

administrators, personnel engaged in programs

under section 411,
high school counselors, end

college admissions
counselors in the operation

of the Center,

(d) There are authoOted to be appropriated

12,000,000 to
carry out the provisions of this

section for fiscal
year 1187 end for each of

the succeeding
fiscal years ending prior to

October 1, 1911,



CURRENT LAW

1cl For the purpose of making prints

and convicts under this subpart there are

muthoriled no appropriated $400,000,000

fiscal year 1%4 end such sums as may be

necessary for each of the succeeding fiscal

years ending prior to October 1, 1985.

'or the purposes of this subpert.

Ill the terefirst generation college

si,dant"means a person neither of whose

porents completed a beccaleurieto degree; and

tho termlotoincoms individual"meens en

individual from a family whose Usable income

for the preceding year did not exceed 150 per

ceotum of en amount equel to the poverty

level determined by using criteria of

poverty established by the Bureau of

the Census,

(1) No individual who is In eligible veteran,

as that tens Is defined by section 1151(a) of

title 18, United Stites Code, shill be deemed

ineligible to pirticipett in lily progrem under

this subpart by rlelOn of such individual's .

TALENT SEARCH

SEC.4118. (a) Tho Secretary shill carry

out a program to be known is talent search

which shall be designed

(I) to identify qualified youths with

potential for education at the post.

secondary level end to encourage such

youth to complete secondary school end to

undertake a program of postsecondary Op

cation;

WORM NONNI

Subsection 411(e) Is amended to reed as followsi

For tho purpose of melting grants end contracts

under this subpart thee ere euthorixid to be

appropriated .

50001000,000 for fiscal year 1981

$450,000,000 for fiscil year 1988

$500,000,000 for fiscal year 1919

$550,000,000 for fiscal year 1990 end such

sums as may be necessary for fiscal year 1991.

Subsection 411 (o) is amended to reed as follows:

No veteran shill be deemed ineligible to parti.

cilate in any program under this subpert.by reason

of elf who.

(1) served on active duty for a period of

more than 180 days, any pert of Which occurred

efter January 31, 1915, Ind was discherged or

released therefro under conditions other then

dishonorable or

(2) ivied oq'ective duty after January 31, 1951,

end was ditcher* or released from duty because of

a service connected disehility.

168

20

RATIONALE

Presently fewer than 101 of the low Incomi

firstieneration and physically handicapp

individuals eligible fur TRIO receive the

services. The recommended language would

allow approximately 900,000 eligible yout

and adults to receive services in PI 198/

and subsequent years, i figure which re .

mains substantially less than /01 of the

eligible populition. A maintenance facto'

is used in fiscal year ,. subsequent to 19R

to assure thet services are not eroded by

inflation. This factor is based on chin,

in the consumer price index between Jena

1, 1980 and January 1, 1985.

The current legislatio limits porti

ciliation particularly in Upward Bound

to those veterans who served on active

duty before Amery 1, 1911. This change

would make post lietnam.ere veterans

eligible for Upward Bound.
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(2) to publicize the availability

of student financial assistance available

to persons who pursue a program of post .

secondary education; and

(3) to encourage persons who have

not completed programs of education

at the secondary or postsecondary

level, but who hive the ability to

complete such programs, to reenter

such programs.

(b) A talent search project assisted

under thit '.:bpart may include, in addl

tion to the services described in para

graphs (1), (I)l and (3) of subsection

(a), tutorial services for youths being

encoolged to undertake or reenter prod

grim; of postsecondery education if such

tutorial services are not otherwise

available to such youths through a

project assisted under this subpart,

(c) In approving applications for

talent search projects under this sub.

part for any fiscal year the Secretary

shall.

(1) require an assurance that not

less than twothirds of the youths

participating in the project proposed

to be carried out under iny ippli.

cation be low.income individuals

who are first generation college

students;

(2) require that such participants

be persons who either hive completed

six year's of elementary education or

are at least twelve years of age but

not more thin twenty.seven years of

age, unlets the imposition of any

such limitation with respect to any

person would defeat the purposes of

this section or the purposes of

section 411f; and



CURRENT LAW

(3) require en assurance thet india

viduals partidpating in the project

proposed In the application do not

have access to services from anothr

project funded under this section or

under section 411E,

(d) In approving applications for talent

search projects under this subpart for any

fiscal yrr, the Secretary shall require

assurances oat the project will 0 located

in a setting accessible to the persons pro.

posed to be served by the project,

Upward Bound

Sec.411C, (a) The Secretary shell carry

out a program to be known as upward bound which

shall be designed to generate skills am

motivation necessary for success in education

beyond high school,

(b) Any upward bound project assisted

under the subpert may provide services such as

(1) instruction in reading, writing

study skills, mathematics, end other

subjects necessary tor success beyond high

schoo ;

(2 personal counseling;

(3 acidotic advice and assistance in

high school course selection;

iill tutorial services;

(5) exposure to cultural events, acids*

programs, and other activities not usually

available to disadventeged youth; .

(6) activities designed to acquaint

youths participating in the project with

the rime of career options available to

them;

(1) instruction designed to prepare

youths participating in the project for

careers in which persons from disadvan.

taged backgrounds are particularly under.

represented;

REEMENDEO AMENONENT RATIONALE

i

0 %

1 u .4.
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81 on.cempus residentlei pogroms; end

1 programs Ind ectivitIts is described

lo Parigriphs (1) through (8) which ire

specially designed for students of limited

English proficiency,

(c) In epproving ipplicetions for upward

hound Projects under this subpart for my fiscal

year the Stultify Shill .

(1) require en IMMO that not less than

two.thirds of the youths participating In

Ole Project proposed to be carried out

Air 'MY IPPlicetion be low.income indivi.

duals 41 el first gineritIon college

students;

(2) require in tisurenco thrt the remain.

Ing youths pirticipiting In the project pro.

posed to bo carried out under any epplice.

tion be either low.incomi individulls or

El first petition college students;

(3) require that there be determination,

with respect to eich participant in such

project, that the perticipint has a pied

for acedimic support in order to pursue

successfully i promo of education blyind

MO school; end

(4) require thit such pirticipents be

persons who have completed eight years

of olemeotity education end ire et

least thirteen yeirs of +go but not

more thin nineteen years of IA unless

the imposition of any sUCh limitation

would deist tht purposes of this

section,

(d) Youths participiting in a project pro.

posed to be Cirried OUt under loy application

may be paid stipends not in excess of $60 per

month during hne, Julylend August, end not

in excess of 110 per month during the remain.

ing period of the per,

RECOMMENDED AMENDMENTS

.5.

RATIONALE
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Special Services for Disadvantaged

Students

SIC 417D. (1) The Secretary shall carry

out a program to be knOWIS special services for

disadvantaged students (hereinafter referred

to is 'special services') which shill be

designed to provide supportive services to

persons participating in the projects.

(b) A special services project assisted

under this subpart may provide services such

as

(1) 1ns6ruct1on in reading, writing, study

skills, mathematics, and other subjects

necessary for success beyond high school;

personal counseling;

0) academic advice and assistance in

course selection;

(1) tutorial services;

(5) exposure to cultural events and

academic programs not usually available

to disadvantaged Students;

(6) activities designed to acquaint

students participating in the project

with the range of career options avail.

able to them;

(7) activities designed to assist students

participating in the project in securing

admission and financial assistance for

enrollment in graduate and professional

programs; and

(8) programs and activities as described

in paragraphs (1)through (1) which are

specially designed for students of limited

English proficiency.

(c) In approving applications for special

services projects under this subpart for any

fiscal year the Secretary shall

(1) require an assurance that not less than

twothirds of the persons participating

in the project proposed to be carried

out under any application

1 7



CURRENT UN

be phyitcaUy hindicipped, or
I be low.ircoms individuels who

are first generition college students;

U) require an issurence thit the remaining

'toots participating in the project pro.
ifosid to be carried out under any application
either be low.income individuals, Net Wes
ration college students, or physically hoe.
capped;

(3) require that there ba a Otimithetion,

with respect to each participent in such
project, that the participant has a reed

for acidotic support in order to pursue

.,uccosfully a program of education beyond

fligh school; and

(;) require that such participants be
moiled or accepted for enrollment it the
institution which lithe recipient of the
grant Of contract,

(fi) In A going applications foe' 5(1E41

services proocts under this subpart for any

fiscal year, the Secretary shill require an

assurance from the institution which it the
rrplent of the grant or tortract that each
sttillert enrolled in the project will receive
suf idiot financial assistance to meet that
sto.nt's full financial need.

Educationil Opportunity Centers

!EC, 411E (a) the Secretary shill carry out
a program of paying up to 15 per onto of the
cost of establishthg and operating programs to
be OM as educational opportunity centers
which shall be designed .

(I) to provide information with respect
to f nodal lad acidotic assistance avail.
able for individuals desiring to pursue

J program of postsecondary education;
and

RECOMMENDED ANENIMENIS

Subsection 411E (a) is KW to rod as follows;
The Secretary shill carry out a program to be known

as educationn opportunity centers which shell be

designed .

1.

r3

RATIONALE

The requiroot Vat institutions

sponsoring Education Opportunity

Centers provide 25% of the fundim;

for the Centers is eliminited. No

other TRIO program has a matching

reoirement, The Education Mod.
mints of 1180 made substantial

progress in bringing consistency

to the MO subpart, this will
bring further consistency.
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PECOMINII(D AfINKIITS RAIIONS

(2) to ride Asistence to such persons in

spplying flr iv'aission to institutions st

which a pre,,,.41:1 illtsodiry educition

is offered, 1nals0 preparing necesiery

spoil:Alai ftr ve 14 admissions and

fine:till aid otllort,
(b) An edocatimi iiplriunity center assisted

under this MO mey pro idc, in addition to

the services discritsd In clsias (1) and (2)

of subsection (a), W461 Ind counseling

services for persoki pvtifleting Ill the pro.

int if such tuttriai and counoHng service,

are not otherwise evallidu ihrough I project

assisted under this slioirt,

(c) In approving applicas On! ror educational

opportunity canters Or th ;Port for en,

fi311 per the Swear'

{1) require en essence not leis than

two4h1rds of the NInns txt 'rPipating In

the project proposed tc !veld out under

eny lnlication be looincre isdividuals

who are first generatioi, rt Ymr. Owlets;

(2) require that VI partidpents Ii per.

sons who are at lust iiteu yurs of age,

unless the imposition of luch limitation

with respect to any peso would defi;tt the

purposes of this section or the puronses of

section 41111 and

(3) require en issurince the inalv

participating In the projut proposed in the

application do not have Mess :0 services

from another project funded idler this

section or under section 4118,

Stiff litivelosant Activities

SEC. 417, For the purpose of improv'ng

the operation of the progrems Ind projects

authorised by this subpart, the Secretary is

authorised to meke grants to institutions of

hilher education and other public and private

oonprofit institutions and organisations to

provide training for stiff and leadership

personnel soloed In, or preparing for

17'
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employment in, such programs and projects,

Such training shell include conferences,

internships, seminersland workshops designed

to improa the operation of such programs

)nd projects Ind shall be carried out in

the various regions of the Nation In order

to ensure that the training opportunities

ire appropriate to meat the needs In the

local areas being served by such programs

and projects. Grants for the purposes of

this section shall be midi only after cone

sultation with regional end State profess.

ional watiations of persons hiving special

knowledge with respect to the needs end

problems of such programs and projects,

RECITICENOCO RIIENOIIENTS RATIONAL(

Sec, IIIT is amended by striking outand workshops

and inserting In lieu thereof "workshops, and

the publication of manuals",

Valuable training could be provided IRIO staff

members through written materials, wnether

developed specifically for conferences, seminars

or workshops, or developed independently of

such events. This language would make their

publication en allowable activity under the

Subpart.
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Sec. 413A. (a) It is the purpose of this

subpart to provide, through institutions of

higher education, supplemental grants to

assist in making available the benefits of

pnstsecordiry education to qualified stu

dents who demonstrate financial need in

accordance with the provisions of section 082.

(b)(1) For tho purpose of enebling the

Secretary to make payments to institutions ,

of higher education which hive made agrees

mots with the Secritiry in accordance with

section 013C(b), for use by such insti.

tutions for payments to undergraduate

students for the initial academic year of

a supplemental grant awarded to them under

this subpart, there ire authorized to be

appropriated $20010001000 for the fiscal

year ending June 30, 1913, and for each

of the succeeding fiscal years ending

prior to October 1, 198011nd $15000001000

for the fiscal year 1981, end for each of

the succeeding fiscal pis ending prior

to October 1985. Funds appropriated

pursuant to this paragraph shill be appro.

prided separate from any funds appropriated

pursuant to paragraph (I).

(2) In addition to the sums authorized

to be 4ppropriated by paragraph (1)1 there

are authorized to be appropriated such

sums as may be necessary for payment to

institutioils of higher education for use

by such institutions for making continuing

supplemental grants under this subpart, except

that no appropriation may be made pursuant

to this peragraph for any fiscal year

beginning more than three years after the

last fiscal you for which an appropriation

SUPPLEMENTAL EMOTIONAL OPPORTUNITY GRANTS

RECOMMENDED AMENDMENTS

Section 013A(b)(1) is amended by striking

out $20010001000 for the fisol year ending

Juno 30, 1913, and for each of the succeeding

years ending prior to October 1, 1980 and

$350,000,000 for the fiscal year ending prior

to October 1, 1935 and inserting in lieu thereof

"such sums is may be necessary for fiscal year

1981 and for each of the succeeding fiscal

years ending prior to October 11 1991.

17b

RATIONALE

This extends authorizatic

for the SEO: program.



CORREliT

is authorized under paragraph (n. Funds

appropriated pursuant to this paragraph shall
be appropriated seperate from any funds appro.
priated pursuant to paragraph (1)4

(3) Sums appropriated pursuant to this
subsection for any fiscal year shall be avail.
able for payments to institutions until the end
of the second fiscal

yearsucceeding the fiscal
Year tor which they were appropriated.

(4) For the purposes of this subsection,

papnent for the first year of a supplemental

grant shall not be considered as an initial
year pont if the grant was awarded for the
continuing education of a student who.

(k) had been previously awarded a supple.
mental grant under this subpart (whether by
another institution or otherwise), and

(1) had received pout for any year of
that suppleuntal grant.

Mount and Duration of Grants

Sec, 4131, (a)(1) From the funds received by
it for such purpose under this subpart,

an insti.
tution which awards a supplrental grant to a
student for an academic

year under this subpart
shall for each year, pay to that student an
amount diltermined pursuant to paragraph (2).

(2)(A) The amount of the payment to any
student pur mt to paragraph (I) still be equal
to the amount determined by the institution, in
accordonce iith the provisions of section 4B21
to be needed by that student to enable him to
pursut a course of study at the institution,
ucepi that such amount shall not exceed $2,0004

RECOMMENDED ttliENKNIS

4V101141,I
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(8) If the amount detemined under division

10 of subparagraph (A) with respect to a

student for any academic year is less than

S200, no point shall be aloe to that stub

dent for that per. For a student enrolled

for less then a fuH whole year, the mini

mum payment fetiuiled shall be reduced pro.

portionately.

(WO The period during which a student

may receive supplemental grants shall be the

period required for the copletion of the

first undergraduate beccelaurute course of

study being pursued by that student at the

institution at which the student is in ettend.

Ince.

(i) A supplemental grant awarded under

this subpart shall entitle the student to who's

it is Herded to papents pursuant to such grant

only if the student meets the requirements of

section 4841 ucept as provided in section 4140.

Selection of Recipients; Agreements with

Institutions

Sec. 413C(a) An individuel shall be eligible

for the award of a supplemental grant under this

subpart by en institution of higher education

whkhlin accordance with section 487, has an

agreement with the Secretary applicable to this

subpart, if the individual makes application

et a tin and in a manner consistent with the

requirements of the Secretary and
that insti .

tutionland meets the requirment of section

484.

COI From among individuals who are

eligible for Supplementel grants for each

fiscal /ear, the institution shall, in

accordige with the agreement under

section 4811 and within the amount IN

cited to the listitution for that purpose

for that year under section 41385), select

individuals who are to be awarded such

REMO ARENOMENTS

I

Sec,413C(e) is amended es fnllows;

An individual shall be 01944 for the

award of a supplemental grant under this

subpart by an institution of higher edu .

cation which in accordance with section 4811

hes an agrement with the Secretary appli.

cable to this subpart, if the individuel is

a lowsincome individuil and firstieneration

collage student as defined by Sec. 417A(d),

and makes application at a time and in a

manner consistent with the requirements of

the Secretary and that institution, and

meets the requirements of section 484.

118

RATIONALE

Numerous sudies have docemented the

decline in the numbers of low.income,

minority and other disadvantaged students

enrolled In college since the mid 1910's.

Equally important is the evidence which

documents the decreasing proportions of

federal student assistance targeted on the

most disadvanteged. This amendment would

*target a significant portion of federal

grant aid on the most disadvantaged.

Additionally, it would enhance coordination

with educational opportunity efforts such

as the TRIO programs so as to provide low.

income and first generation students a

realistic opportunity to complete post.

secondary programs.
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apportiommont for that ytor undor this

parograph foul to Its allotmont for

tho fiscal yoir onding Juno 30, 11121

undor such first sintond. Sums appor.

tioned to a Stito undir tho prodding

sontond shall bo condlidatod withiand

bicomo i part of, its opportionmont from

tho liml appropriation under thi first

sintond of this paragraph.

(I) If tho locrotiry dotorminis that

tho IUMI apportioned to any Stall undor sub.

Piragraph (A) for iny fiscal yoar oxdod tho

ipprogiti of tho amounts thot hi dotorminis

to bo roquired undor subsoction (b) for that

fiscal oar for institutions of highor

iducition in that Stitil tho Socrotiry shall

roapportion such olcill,frco timo to limo,

on such data or dotal as ho shill fix, to

othor Stilts in such sinnle as tho Sgrotiry 4
dotorminal will bolt assist in ichilving

purposol of this subport,

(1) Staiiippropriatod pursuant to soction

1130(0 for any fiscol yoar shill bo appor.

tionod among tho Statos in such NMIr al tho

Socrotary dotonainis will bolt schlovo tho

purpodi for which such Il01 wan ippropriltad.

(b)(1)(A) Tho Socrotary shill, from timo to

till, sit datos boforl which institutions in

any Stoto must fill applications for ollo.

cation, to such institutions of lupplomontil

grant funds from !hi opportionoont to that

Stoto(including any roopportionmont theroto)

for any fiscol ylor purluont to subsoction

(1)(1),

(I)(1) Fro tho sums opportiodd (or

roipportioned) to any Stito, thi Socrotary

shall ollocito mounts to institutions which

haul submitted applications pursuant to sub*

paragraph (A),

u
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tog% AtIENKIIT5 RATIONALE

(II) Allocations under division (I) by

the Secretary to such institutions shall be

I

made in accordance with a familia which

determines institutional need for funds

under this subpart by subtracting from

75 per centum of total student expenses
%I %

the sum of expected fully or independent

student contributions, awards made under

subparts I and 3 of this part, and 25 per

centum of grants and awards made by the

institution from its own resources. In

addition, the Secretary, in establishing

equitable criteria, shall not issaa any

regulation which has the effect of penal.

!zing Institutions that under existing

State ley oust provide scholarships or

grant assistance Ow their own fund:

and yet ere not free under laws in effect 1.4

on January 1, 19791 either to select the
..)

recipients of such assistance or to adjust
1E4

the criteria by which thr recipients are

selected, The Wall established under

this division shall rot result in any

institution receiving an amount less then.

(1) 100 per oohs of the mut such

Ilinstitution received and used under this

section for fiscil year 1979 In the case

of any fiscal year for which the appro .

pinion for this pot is less than

1400,000,008;

(In 80 per onto of such amount in the

case of any fiscal year for which such

appropriation is at lust 0001000,000

but less than P20100,000

(111) 60 per cent; of such amount in

the 1:111 of any fiscal yur for which

such appropriation is at lust S420,000,000

but less than $440,000,000;



spoon It poops 442 apon 
14141011INJi IPO iq Umis %MI (0) 

'Iadqns 

IP; io so lam uq IliA 
tiu01;op oo1;011;14 842 II "ag 4311 

01 com iloodol bump Joi Poo 

Lns tonlui 44 soon 
411114 110 g/11 ()(*) Utioniqns apun 

pul (1)(1)uolloIqg 440 142 02 lin 
totlioNoddo UJ goplqn cio apuo 

vol2nuogi 433 (c) 

'wily, sons 

%NI p (1)(1) Ottilutd 0 (11) NISIAIP 
Jim Noliniu q Kowa INN stil 

41114 0441091 (4 %IN UV 00101011f 

4511S s(?)(eoltIP 1101$31; ul 131iPids 
MIA 14; co pun oq al spunk 

lz)(1) oopoqns al pound pluowoddo 

14 phogaddo tool 4pms ,(01 

10012111;101 43s in I2o 'suominto.1 

13011$0311 u111110 ALMA 4i (z) 

'000'000`09$ uctil 
silt log mo'000094 volt 21 ti uollai40 
ziddo 

4314§ tipit LU I io 
NI III Moil pi i0 toil Jid pz (A) 

, 

10001000109t$ 
tt ssit 

000loattt 2141 21 11 uompdo4do 

Oh pm .11) 00' ho la osol ogi 

ui luive ono 10 woo ad pp (Al) 

siN3030 030111N0331 
PlY1 iN3f 



176

Senator 1;4vANU. Thank yon very much, Mr. Draper. And I thank
our Panel here.

It is an issue that vve ere going to be dealing with, and I think
your specific recommendstiotis that you have talked about now are
the ones that You have out apart from your prepared testimony
that sve have Put into the record and are of great value. As I said,
sve will be communicating far quite some time as this thing goes
on.

Thank You s'ery much.
Our final panel is Shaton Adkinson, Gloria Jablonski, and Nan-

nette Collins.
OK. Ms. Sharon Adichltou of Bethel College.

STATEMENT op silAltOS ADKINSON, BETHEL COMMIE,
MISHAWAKA, IN: (IIDIHA AMAIN:WI, FORMER STUDENT. IVY
TECH NORTH CENTRAL, sOUTI-I BEND, IN; AND NANNETTE COI,
LINs
Ms. ADKIN SoN. Our topic this morning, financial aid, means

manY things to different people. Previously, we have heard the po-
litical side. Nosy, if I rnaY, let me share with you a financial situa-
tion through the checkbook of an average student.

MY name is Sharon Mkieson. I am a student at Bethel College.
My major is psychology. At this time, I am undecided exactly what
field I will choose. Graduate school is more than likely in my
future. Eventually, I would like to begin my own practice.

I am the first to attend college in my family. My father is em-
ploYed at a small facto*, in town. My mother is a housewife. Our
family income is enough for us to live comfortably. Even so, the
tastes of this independent girl have led me into the working world.
I have a weekend job at Diiie Creme Donuts on Lincolnway West
in Mishawaka. And, ironically enough, my college work study job is
in the financial aid cIffiA. D4y incomes are used to make car pay-
ments, to pay hills, and to po my tuition.

At Bethel College, Witioff is $145 per credit hour. My bill for
taking 16.5 hours this au vas $2,572.50. I received $861 in finan-
cial aid grants; $100 Was EOG, supplemental education grant.
State awards totaled $101.; freedom of choice, $403; HEA, $358. I
did not qualify to receiN% a Pell grant. As most students do, I ap-
plied for a guaranteed student loan. However, I only borrowed
$1,000 for the year. 1 WEls fortunate enough to qualify for a Vern
Sailor loan this year. Those not familiar with Vern Sailor loans, let
me explain

Mr. Sailor is a businessoan in Elkhart that gives interest free
loans to Bethel students that show outstanding Christian and civic
qualities and also have financial need. With all moneys applied
to my account, enough Was left to purchase books for this semester.

Working in the financial aid office has familiarized me with the
detailed process of receivirj aid. Each day brings a new situation
into our office. Fronn these instances and personal experience, I
have formed opinions col wpat I think is good and bad about State
grant&
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The biggest problem, I feel, is tha, he application is too cut and
dry. I-low many times a day do you soy "Yes, but * * i"? Situa-
tions differ from person to person.

The fulancial aid form, or FAF as it is affectionately called, does
not give opportunity to ex/A-in each particular case. The most
comnIon complaint is: "I pay my own tuition. My parents' income
does lIot affect me." This ton is my problem.

I work to earn enough fur my school bill. As I said earlier, I did
not qualify for a Pell grant. Why? That was my question. This
woului be easier to understand if students that had never worked
did not receive maximum amounts of State and Federal aid. To me,this ta orfair.

The RAF does have good points. First, a special conditions form
is available for students w hose financial status changes drastically.
And the deadline teaches us to be responsible. If the deadline is not
met, simply enough no grants are awarded.

I Etta thankful that God has given me the opportunity to attend
Bethel. each dollar I receive from the State, the Federal Govern-
ment, the college, or even the bank is greatly appreciated. I am
also thaokful to you for allowing me to be here today and to statemy opinions.

I would like to leave you with this thought from Ecclesiastises
7:12: 'Wisdom is a shelter as money is a shelter, but the advantage
of ITowledge is this: that wisdom preserves the life of its posses-
sor.

Senator QUAYLE. Thank you very much. Very fine testimony.
Mmss.. JjaAbolwNiconsksi.

I. Thank you very much, Senator, for inviting mehere todey. I am 35 years old. I got a little later start at college
than hiost students usually do.

I aril the single parent of a 13-year-old son. Very recently, I had
the privilege of being the fourth women to graduate with an associ-
ate in applied science desree in automotive service technology from
the Indiana Vocational Technical College in South Ber

The fact that I am here today says a little about how far an indi-
vidual can go in our country with faith, hard work, determination,
and the support of our Government. But most important of all, it
says a great deal about the future role of a country whose elected
leaders give renewed hope for the education of its people who are
most in peed of financial assistance to make that education possi-
ble.

In thy case, that education was made possible by three Govern-
ment programs. They are the former CETA Program, the Job
Training Partnership Act Program, and the Pell Grant Program.

Under the CETA Program, I was allowed to brush up on what I
learned in. high school years ago by way of Supportive Services
Adult Basic Education Program. I was given help which prepared
me to go take my college entrance examination. Upon being accept-
ed to college, supportive services under the same program helped
with the funds needed for books, fees, and some needed tools and
equiptheot for my field of study.

Wnen the CETA Program ended, and the Job Training Partner-
ship Act came into being, things were hard for many students. This
was because needed supportive services, such as transportation,

184
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child care, book fees, and required equipment for certain programs
was taken away from those who needed them. As a result, some
very gifted students four d that they would be forced to end their
college education. Some of nly friends were among them.

In my own field of study, tor example, we were required to have
a basic hand tool aet, the average cost of which was close to $1,000.
When the supportive services that had allowed me to get $100 each
new quarter of instruction to oid in the cost of these tools was
taken away, I had a very hard time getting funds to keep up with
the rest of my class. Because I was unemployed, I worried that I
may have to leave college, as did some of my friends. And I can tell
you tl- at being worried about what could be taken away next made
it ver hard to keep up with illy studies.

The Pell Grant Program was the next place to look for help. For
myself it was great help indeed. But not all who were in need of
this program's assistance could, some because the,y were working
and could not carry the correct number of credit hours needed to
qualify. For those of us whp were on welfare, things were a real
living hell. Because even with being lucky enough to get the Pell
grant, we would learn that the Department of Public Welfare in
the State of Indiana was allowed by orders from the White House
to count this grant money as useble income that could go toward a
person's household expenses.

I did not know then, nor go I now even begin to understand how
this could even be legal. This is because in each application I ever
filled out for the Pell grant, It states that anyone using those funds
for anything but educational expenses could be faced with a large
fine and could also he faced with a prison term.

To my way of thinking, the vepartment of Welfare in the State
of Indiana was asking me and students in my same situation to
break the law, which is just what we would have done if we used
our Pell grant Money for our household bills. In fact, I felt so
strongly about this issue, I asked to talk to the head of the Depart-
ment of Public Welfare in South Bend about this matter. I was not
given an appointnlent with hiiu but, instead, several days after
making a complaint, I was seat a letter that stated that I was to
have food stamps cut by over.$40.

Now, that may not seem like a great deal of money but, in view
of the fact that I was getting far less than $100 per month in food
stamps already, this hurt, not to mention making me very angry,
so much so in fact that I requested a hearing on this matter.

After quite some time, I was granted a hearing at which I was
told that the reason the Deportment of Public Welfare had to
count my Pell grant as income was because the Department did
not consider the. college I was attending an institution of higher
education by their definition:

Needless to say, I was quite upset. I talked to my college's stu-
dent services director about thio matter, and learned that the col-
lege had other students in the office with the same problem. I was
told that the DePartment of Public Welfare had no right to do this
because Indiana Vocational Technical College was then, as now, a
fully accredited coNege. I vvas olso told that the college had dealt
with the Department of Public Welfare on this iscue in the Past
and that, as a result, the Department had changed their so-called
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ruling at least several months before I was told that the cuts in my
food stamps was to take place.

One has to wondel just what kind of games this Government
funded agency is trying to play with the dependent college stu-
dents.

In closing, let me ask olA3 favor, if I may. 'That is that as this
subcommittee makes their decision on the reauthorization of the
Higher Education Act, you not only look at dollars and cents, but
rather that you look at the individuals who will ultimately be
helped or hurt by those decistons. And that for them you would try
to get Government agencies to work together with the needy and
not against them so that they can stay in school.

Thank you for the time you have given to me.
Senator QUAYLE. Thank you very, very much.
Ms. Nannette Collins?
Ms. COLLINS. Yes; it is.
I do not have ar y notes per se.. I was just going to talk basically

about my experiences with financinl aid.
My name is Nannette. Collins. I nm a junior et IUSB carrying 83

credits. Policy and administration is my malor, and I am currently
carrying 15 credit hours.

I am a single parent. I have one child, David, who I love very
much.

My total contribution from financial aid has been $24,757. To
break that down further, from SSACI I have gotten 3,052; from
Pell grant, 6,803; National Direct Student Loan, 4,500; work study,
5,613; GSL, 4,789; and then from IUSB I have gotten a grant of
$510.

My experience at IUSB has been very meaningful to me as an
individual. Attending classes of the univeraity, as a matter of fact,
raised my morale to a higher level. When I first started at the uni-
versity, I did not really feel that I was worth too mutt. But now,
through the use of grants and so forth, going to the school, I have
become a different person, and I really appreciate the fact that I
have been able to attend college and so forth, and I am very appre-
ciative of the grants, loans and all other available aid. And so I
really have no qualms about the financial aid program at all. I
only give my best regards to the program because it has, as I said,
made a better person, a better individual of me.

And so, that is all I really want to say about it, and I appreci-
ateI am very honored, as a matter of fact, to even be up here
stating these facts.

Senator QUAYLE. Well, I thank You very much. And I appreciate
your testimony and the whole panel's testimony.

I think it shows that the student loan program and grants do in
fact work. It is not money that just sort of goes out there and dries
up and blows away. It gets down to grassroots level, gets down to
people, gets down to the real human situations. Obviously, you
have all benefited from it. I congratuiate you for your work. I con-
gratulate you for coming here today and testifying. It means a lot
to me personally, and certainly other members of the subcommit-
tee of the Senate would be very interested in what you have had to
say._I thank you very, very much.

With that, the committee will be in adjournment.
[Whereupon, at 11:31 a.m., the subcommittee adjourned.]
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REAUTHORIZATION OF THE HIGHER
EDUCATION ACT, 1985

TUESIMY, SEPTEMBER 10. 1985

[MORNING SESSION]

U.S. SENATE,
SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES.

COMMITTEE ON LABOR AND HUMAN RESOURCES,
Washington, DC

The subcommittee met, pursuant to notice, at 10:10 a.m., in room
SR-385, Russell Senate Office Building, Senator Robert T. Stafford
(chairman of the subcommittee) presiding.

Present: Senators Stafford, Pell, Simon, Wallop, and Grass ley.

OPENING STATEMENT OF SENATOR STAFFORD

Senator STAFFORD. The Subcommittee on Education, Arts and
Humanities will please come to order.

If the chairman's statement this morning is somewhat disjointed,
it is because I am trying out a pair of bifocal glasses for the first
time in my life. First, I am taking the short view of things it:ad-
vertently and then the long view, and neither one seems to be very
compatible with my usual practice.

Today, the Senate Subcommittee on Education, Arts and Human-
ities begins a series of hearings on the reauthorization of the
Higher Education Act of 1965. For the past 20 years, the Federal
Government has, through its financial aid programs, encouraged
millions of Americans at thousands of institutions across the land
to seek postsecondary education.

In 1985, the Federal financial investment in student financial as-
sistance approaches $9 billion. In this Senator's mind, the Federal
role has been and always should be promotion of both access and
choice in higher education.

The U.S. system of postsecondary education, we believe, is
unique in two ways. First, there is diversity in the courses of study
provided and, second, a postsecondary education is accessible to the
majority of high school graduates.

By making financial aid available for students from low- and
middle-income families, the Federal Government invests in the
future of our Nation. An educated, skilled citizenry is essential for
a strong democracy.

The purpose of our hearing today is to give participants in these
important programs the opportunity to share their experiences and
suggestions for improvement with members of this subcommittee.

(181)

117



182

I think it is very appropriate that our first panel of witnesses is
made up of students from across the Nation who receive financial
assistance from the Federal Government to attend college. Since
students are and should continue to be the primary beneficiaries of
these programs, their needs and interests should be the primary
focus of our hearings on reauthorization.

Our second panel, parents of students attending college, will be
presenting equally valuable testimony. We would be remiss if we
did not acknowledge the hard work and sacrifice far' ust
make in order for students to attend college today. We greatly ap-
preciate their taking the time to come to Washington to share
their firsthand experiences about these programs with us.

I would like to remind all of our witnesses that their oral testi-
mony is to be limited to 5 minutes. I will have to regretfully en-
force that rule so that everyone will have the opportunity to
present their testimony and to answer questions.

I am reminded of what my late father used to say, that few souls
are saved after the first 5 minutes anyway.

I would like now to invite our first panel of student witnesses to
come forward, and I am delighted to see my colleague, the most
able Senator from Massachusetts, in the room.

Senator Kerry, if you care to make an introductory statement,
we would be honored to have you do it.

Senator KERRY. Thank you very much, Mr, Chairman. I know
you have a very full platter this morning and I will be very, very
brief. I appreciate enormously your courtesy in letting me intro-
duce a member of this panel.

congratulate you on these hearings, which I think are most im-
portant, and take great pride and pleasure in introducing to you a
young gentleman, Mike Meehan, who came to my office originally
as a volunteer and worked as an intern. IIis work was frankly so
good that we hired him and actually paid him some money during
the course of the summer, and he supplemented that by working at
night.

But the reason I wanted to introduce him, Mr. Chairman, is that
he really is an example of the extraordinary success of the avail-
ability of access to education. I think while his story represents
that success, unfortunately for too many people in this country the
access is becoming limited.

53 I hope the committee will indeed take note of the positive side
of what he represents, but will take to heart the downside of what
he is talking about, and I know the committee will respond.

I congratulate you, Mr. Chairman, on your important efforts in
this regard. Thank you very much.

Senator STAFFORD. Thank you very much, Senatur Kerry. We ap-
preciate your coming over and making that introduction for the
committee.

Senator KERRY. Thank you very much.
Senator STAFFORD. I would say to our first panel of witnesses

Ms. Cassidy, Mr. Jordan, Mr Meehan, Ms. Arthur, Mr. Row, and
Ms. Chamber landthat, as I said, we will have to enforce the 5-
minute rule. If you have prepared statements, all of your state-
ments will appear in the record as if read.
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We are going to go traffic cop, and we have got a green, yellow.
and red light system that will be working. I think the arrangement
will be that at 4 minutes you will get a yellow and at 5 minutes
you will get the red.

And even though I am oceasionally accused of being a Republi-
can, do not attempt a right turn on red. [Laughter]

I just had too much sleep last night. [Laughter.]
I am going to ask the witnesses to go in the order in which I

have called their names, so Yvonne Cassidy of Erie Community
College in Williamsville, NY, you are at bat.

STATEMENT OF YVONNE S. CASSIDY, STUDENT, ERIE COMMUNI-
TY COLLEGE, WILIAAMSVILLE, NY; DAN JORDAN, STUDENT,
UNIVERSITY OF CALIFORNIA AT LOS ANGELES, WASHINGTON,
DC: MICHAEL P. MEEIIAN, STUDENT, BATES COLLEGE, RAYN-
HAM, MA: ANN V. ARTHUR, STUDENT, YALE UNIVERSITY,
BROOKLYN, NY: JAMES C. ROW, STUDENT, UNIVERSITY OF WY-
OMIN(;, LARAMIE, WY: AM) TRACY A. CHAMBERLAND, STU-
DENT, ROGER WILLIAMS COLLEGE, PROCTOR, VT
MS. CASSIDY. Thank you very much, Mr. Chairman.
Senator STAFFORD. The microphones in this room are not very

good, so in order for our guests to hear you, please pull both of
those mikes up, especially that one; that is the one that covers the
room.

Ms. CASSIDY. All right. Is that all right now?
Senator STAFFORD. Fine.
Ms. CASSIDY. A 20-year journey full of detours has brought me

before you today. When I graduated from high school in 1963, there
was no Higher Education Act. My parents could not afford to send
me on to higher educational opportunities, so I joined the work-
force where the jobs were many and varied.

Throughout those 20 years, I was making an investment in my
country. Then 3 years ago, a set of circumstances brought about
my entry into college. My husband and I had dreamed of owning
our own telecommunications business. With his expertise and
knowledge, we did just that in Buffalo, NY.

However, the energy crisis, the 300-percent increase in gas costs,
the 100-percent increase in insurance, the competing with big busi-
ness, brought this dream to a screeching halt in January 1980.

Because neither of us was eligible for unem?loyment, and at that
time unemployment in Buffalo, NY, was around 10 percent, and
while my husband began looking for a job, I went back to waitress-
ing and a clerical job, working about 50 hours a week just to make
ends meet.

My husband spent several agonizing months looking for a job. I
was beginning to crumble under the 50-plus hours of work and my
husband suffered personal agony and frustration. Because we
owned a home and still had not sold our business inventory, we
were told that we were not eligible for any kind of help from the
social services department.

He came home beaten and humiliated, but we continued to
pursue every alternative. As a Vietnam veteran, my husband
looked into returning to school, but the current educational bene-
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fits would make it next to impossible fbr us to survive only on my
income.

Finally, in July 1980, the job opportunity arrived and my hus .

band was once again the breadwinner. Together, we struggled for
another few years to get back on our feet. During all this time, I
realized the need for me to begin my college education.

Because Erie Community College has a campus just 5 minutes
from my home, I traveled up there to find out what it would take
for me to enter college. I chose a community college because they
are known for smaller classes and more individual contact with the
instructors.

It was during my counseling that I was handed a brochure about
the Financial Aid Program. All of a sudden the old dream of a
degree in computer science and math was beginning to resurface. I
went home full of excitment and with a new hope.

I applied for the guaranteed student loan, which I received. Be-
cause we had done business with this bank for over 10 years, the
decision was made swiftly for the loan, and that definitely made
the difference for me.

Things have gotten better for me, but not for many of my fellow
students. You see, once I became involved in the student govern-
ment, I began to see the disparity. I also became very angry when I
heard some of the comments about college students.

When the average age of students on the community college
campus is 28, do people really believe that the financial aid money
goes for stereos, vacations, and new cars? Reality is that besides
the costs of tuition and books, the money goes toward child care,
travel to and from campus, and basic needs for existence.

The majority of students on my campus work at least one job.
Also on the majority of my campus is the number of students that
need financial aid to survive getting an educationabout 80 per-
cent.

On my campus, 50 percent of those students are divorced, single
head of household women. Many of my fellow students know that I
have gotten very active on campus with regard to the reauthoriza-
tion of the Higher Education Act of 1965, Salt D, and child care
inefficiencies. They beg my help because they know I understand
their frustration, and they also know that I have pledged to active-
ly seek changes and/or expansion of current programs and trends.

Where is the sense when food stamp allocations are cut because
a student receives a guaranteed student loan? Why must we face
unrealistic funding formulas for community college students? Why
must a student not he able to receive full financial aid because she
or he works and can only go to school part time?

What do we have to do to ask our country to give back a small
investment when most of us have spent years investing in our
country?

I know my story is just 1 of millions. I have been fortunate
enough over the years to have worked at different jobs and now a
student beginning my third year at Erie Community College.

The current programs have made a very real difference in my
life, and I hope that sharing of my story will help you in making
sure that the reauthorization process will result in laws that will
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expand and be more sensitive to the increasing needs and diversity
of nontraditional and community college students.

As the chair of the Community College Caucus of the U.S. Stu-
dent Association, I am proud to formally release the report on the
state of the community college system, the results of hearings, and
a survey conducted by the U.S. Student Association and its founda-tion, the National Student Educational Fund.

I wish to thank you for giving me this opportunity. Dreams are
what have made this country truly great. Please do not extinguish
my future dreams, my fellows' future dreams, their children'sfuture, and our Nation's future.

[The prepared statement of Ms. Cassidy follows:I
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/R. CHAIR MD MEMBERS OE' THE SUB-0344ITTEE:

I AM HON:RED TO BE ME TWAY REPRESNCING CCMJNITY COLL=

MEOWS CR ICI CAMS AT ERIE COMMIT COLLEGE AM) AS CHAIR CF THE =mum

COLLEGE =US OE' MEE UNTIED STATES MEW ASSOCIATION.

MTH WI RESTIEENY =AY, I AM PLEASED TO RELEASE A FIIRL JOINT

REPORT 0213UCTED BY THE UNTIED METES STUDENT ASSCCIATION NI ITS F31DATION,

THE IOTICIAL SIM= EXUSICIAL EIM.CR VIM AND =TAMS CF COWENITY COLLEGE

SWAM ACRTIS ME OXINTRI. ERIE CONERITY COLL= PARTICI:MED IN THIS

SURVEY BR.741.7SE CF MEIR =CONS CR FMAN:IAL AID AN) szurear SERVICES ISSUES

I URIC YOU TO SUPPORT THE EXPANSION OF STUDENT AID ROMANS TO ENSURE

MCREASED EDUCATICBAL CFPORCUNITIES KR SIMMS DURING THIS RE-ALTIEIRIZMONAL

TROCESS IRE MST MOAN? INVESDENT MAT VE CAN PM TO =IRE CUR MIRE

AS DE1IVIDLAIS, YAM= AND A NATICN IS =CATER! CCM= =MIRED,

WiTICML SEaMTIT XIS NW MEAN "STAR WARS"; rr MIMS A WELL-EDUCATED,

INIL-TWIED MID PULIN HOW= FORMATION. BE-terran MESE IMPORTANT LAWS

WITH A 03011111N1' FOR EXPANDING EDUCATIOERL ACCESS WIIL IRKE rr POSSIBLE FOR

MILLI= Or AMMONS TO ramErrr MOM ICW CCGT AND AFEORABIE EDUCATION. ME

1.04 03E7T TUITION AT ME talORITY Or 02MLNITY COLLEGES BMWS EVEN MORE

MEANIN3EUL WHEN SC IS= AT ME SHRINK= FEDERAL 0314IDENI TO HIM= EDUMTION.

THIS IS REFLECTED IN ME PR3POSED CUTS EWE BY ME CURRENT ATMENISTRATION MICH

YOU HAVE REJECTED AS A CCENITIEE.

LAST WINTER SIUDENIS AT WI CAMPUS, AS WIML AS OMER CAMPUSES ACH:SS

THIS OMEN , PANICKED WITH ME NEM HEADLINES OF WiSSIVE CUTS IN STUDENT AID.

57-366 0-86---7
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THC6E PROPOSALS RESULTED IN STUDENTS ON MY CAMPUS %SITING LEITERS, varm:NG

CUR CONGRESSIONAL REPRFSENTATIVES MAKING SURE THAT THEY KNEW WHAT THE DipAcr OF

THESE CUTS WOULD BE. BECNISE MANY STUDENTS WERE UNSURE AS TO HOW SEVERE THE

CUTS WOULD BE, FOR MANY THE RESULT WAS THE DECISICN NCT TO RETURN TO SCHOOL.

THE COMBINED EFFECT OF CUTS, PROPOSED CUTS AND NON-REWTHORIZATICN CF THE

1965 H.E.A. MOST ASSUREDLY WILL JEOPARDIZE NULLICNS OF STUDENTS'CMEAMS OF A

COLLEGE EDUCATICN AND CUR NATICN'S COMPETETIVE EDGE.

THE PASSAGE CF THE 1965 H.E.A. PROVIDED A MEANS BY WHICH CONUNITY

MLLE= AND THEIR STUDENTS WCULD BE ASSURED ACCESS TO PUBLIC HIGHER

EDLCATICN. UNDER THIS ACT OOMNITY COLLEGE STUDENTS HAVE RETURNED THE

INVESTMENT TO THEIR commirry, THEIR STATE AND CUR NATICN. STUDIES HAVE

SHIM THAT STUDENTS WHO CUMIN CEGREES AND GO CUT INTO THE cancterr REPAY

THE INVESTMENT BY OVER 600 PERCENT. THIS IS AN FICAMPLE OF THE BENEETTS THAT

MIRK HUMAN RESCUICE POTENTIAL AND THE HISTORY ce PUBLIC EVOLVEMENT IN HIGHER

EDUCATICN. ItETHOUT THE GI BILL, ERIE COMNITY COLLEGE MULD NCT HAVE COME INTO

BEING AND THE SCIENTIFIC TECIEMILGICAL REVOLUTICN CF THE 1950'S AND THE 1960'S

NC= NCT HAVE OCCURRED. THE CURRENT SCIENTIFIC TECHNOLOGICAL REVOLUTICN CANNOT

BE SUSTAINED OR ADVANCED IN THE ATEENCE OF A BROAD NATICTTAL CONKCIMENT TO FUNDING

PUBLIC HIGHER EDUCATICN. THE RE-AUTHORIZATICN ce THE 1965 H.E.A. IS THE

CONTINENT OF THIS NATIONAL POLICY. THE PRESEVT AND FUTURE ECMCMY CF THIS CCUNTRY

REWIRES TRAINING AND RE-TRAINING OF CUR HUMAN RESOURCES.

(ICE CANNOT ADVANCE TODAY WITICUT AT LEAST A COIMUNITY COTIsrY EDUCATION CF THE

ACQUISITION OF ADDITICNAL AND VARIED SKILLS. THE H.E.A. HAS MADE THIS EDUCATICN

POSSIBLE FOR MANY, AND /F RE-AUTHORIZED WOULD AID EULLICNS MORE.

-2-
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AS CHAESTERscw oF THE Comma? COLLEGE CAUCUS OF THE UNITED STATES

STuDENT ASSOCIATICNIAND AS A slum LEADER ON my CAMPUS, I sHALL Ncm SIT

EDLY By AND WATCH THE DaTRUcTICN oF THE PROGMESS or THE EDUcATICNAL

OPPORIUNITIEsAra THE DImIsiSamENT oF CUR CoLWTRY'S ABILITy To cOmpETE.

AS ERIE mecum cOmEGE BEGENs ITs' mammy YEAR oF pRovIDItc puBLEc

Hicaml ECU/CAT/cm To ITS CatalliTy hm htmE Tive umulcur THE RE-AUTH0REBATION oF

THE H.E.A. THE FUTURE CP MANY OF MY FELUJW sruissis is ilaulmata),Aso AccEssisis

LYN CoST, HIGH QUALITY, pm= EDUCATION TWAT ERIE =MIKITY COLLEGE DE:11VM

IS IN GREAT DANGER. ACCORDING TO CWFICIAL CAMpUS FIGURES EIGHTy-PERcENr OF

CuR STUMM RECEIVED SONE Kmm oF FEDERAL FEFACIAL ASsisTANcE Eat= THE

1984 - 85 SCWOOL YEAR. AN ESTEmikinFIFEy-PERLINT OF THESE =rens ARE

DiMoRCED, SENGLE IMAD-oF-IEUSEHOLDW24124. bylVE oF THE STUDENTS THAT RECEIVE

FINANCIAL AID wOuLD AGREE THATWITHOUr SUCH AID HIGHER EDUCATICN htuLD BE AN

"IMPOSSIBLE DREAM".

FORTUNATELy, I REAMED TO ERIE COMJNITY COLLEGE AFTER KRUNG AND

BEING ENFLOyED. I .VONGLY FEEL THAT IT MIES Nor MAKE SENSE TO ME THAT moms

WHO ARE TRYING TO GAIN SHILLS AND TTNOWENG SHOuLD RAVE THEM F000 STAmPs AND

ASSIsEtimm TO THEIR MELEES CUT AT THE SAmE TINE THEY ARE =MR= ADDrrialAL

EKPENsEs SUCH AS CHILD CARE, Ham, TRANSPoRGLTICN AND SuPpLIEs

SINcE / Am oNE pERSoN HERE ToDAy, / F. pRIVELEGED To PRESENT HY

VE3Ws AND / Mum, IT mum BE USEFuL To HEAR OTHER QUXES FRcm =mum CR

My CAMpUS.

-3-
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GAY-YVONNE POWER, Nav-TRADmain =DENT
manila= mewl( - swam mil
siluaGrr A STUDENT (4.0 QPA)

"I WAS A {tAITRESS FOR EIGEFIHEN YEARSI'M DIVORCEDRAISED THREE

CELLOREN...NEVER Realm amp SJPPORTBECAME DISABLE). SPENT TEN t4:NIHS

OF HELL, HUEULIATION AN) DEGMATION ON WELFARE...WENT TO OCCUPATICEM

VOCATICHAL REMBILITATION (OVR) ...TM URGED PE-EDUCATION. wrricur TIE FEDERAL

FELVICIAL ASSISTANCE THERE WXID BE NO alma OF 'SINK OR IM, I VAUID SINK."

SHARON:B. SCHIBLER, NON-TRADrTICHAL STUDENT
CRIMINAL JUSTICE - SECOND YEAR
STRAIGHT A STUOENT (4.0 CRA)

"IF ANY OF THE FEDERAL FININCIAL AD) PRCGIAMS ARE cur, THE ECUR

MORE LEFT AT HOME WITH ME SCUM ALL BE ON VELFARE. WIZEUT THE FINANCIAL

AID SC WO= HAVE TO =MT IELFARE AND FOX =MPS BECAUSE mem IS N3 OTHER

INCOME COKING DM ME HOUSE. BECAUSE OF MY UNIQUE SrIUATIONJ WERE MY HUSBAND

IS ALSO A SHUNT AT ERIE 03mKurr1 couBzDEFINITE am= mum HAVE TO BE

EWE. *CBE MEND MED BE VOIDED FOR EDUCATICHT"

KAMEN HENIERGER, PROGRAM DIFECTOR
RIDGE AIM ASSOCIATION FOR REMDED acaaw
SEBRING, FIDRIDA MASS OF 1977, LIBERAL APTS, SCCIAL =MOE

"UPCH taLKING TEMOUGI THE DcoRs OF ERIE atfinery COLLEGEHWY

NEW ADMIX/RES OPENED T3 ME. AS TO MOST SIMMS, =LEGE PAS FOREIGN T3 ME

AT THE TIME. I %MED THE SAME =TIME AND CCNZERE TIMT MIER =DEWS HAD

AS THEY BEIM 'HEIR 03LLEGE LIFE. PEAT SIDUID I GO TO SCECOL FOR? WEL I

succeEn see Dow MY FUTURE HOLD FOR ME? ALL OF THE ANSWERS HAVE CCI4E T3 LIFE

WTIN THE AD) OF ERIE CCEMINITY COLLEM."

-4-
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CLARICE PARRAG, PH.D., PROFESSOR, BICCOGY
ERIE COMMIT/ COLLEGE
CLASS CV 1966, MEDICAL LAB TECHNOICGY

"MY ECOMTION BEGLN AT ECC SORT OF AS A 'REBOUMO WINO UNSUCCESSFULLY

CCMPLEIED MY FRESLIMN YEAR AT A COLLEGE AWAY FROM MM. I FELT VERI FORTUMTE

ECC MS MULE% TO GIVE ME A SEC= CHM4CE AT AN EDUCATION WHILE OTHER LCCAL

COLLEGES WOULD NOT. THAT MS THE START OF MY 'MEANINGFUL DCPERI=E AT ECC.."

ROSALINIE MECCA=MOM =cm muRry MUTH BUREAU
CLASS OF 1981, BUSINESS ADMINISTRATION

"I AS 35 YEARS OLD, I HAD BEEN MARRIED SINCE AGE 19. I MS THEMTHER

OF TWO GIRLS AGE 13 AND 10 RESPECTIVELY, AND HAD NOT WORKED =sine THE HCME

IN 14 YEARS...THE TIME WAS RIGHT TO RETURN TO THP VOMFORCE ON A PARTTIME

BASIS. I TRIED TO GET A JOB--MANIM I WENT POR SEVERAL (PAIIEW INTERVIEWS...

NY RUSTY AND DIMMED SULTS WERE NDT 'WHAT EMPIOYERS MBE WOK= FOR...1

I NEEDED '10 UPDATEMSICELLS: MERE TO Ger HELP MS THE QuEsncv...Emstor READY

TO CCMPETE WITH 18/19 YEAR COM IN SECREIMAL SCHOOL...I ALSO NEEDED A PROGRAM

CF STUDY THAT COULD BE ACOCMPLISHED AT OCO HOURS: I.E., VERY EARLY IN THE

SOWING OR IN THE EVENING (RATHER THAT NINE TO FIVE)...I DECIDED TO TAKE A °CURSE

AT ECC/NORTH...JUST TO SEE IF I LIKED TT...A TYPING °CURSE AT 8 O'CLOCK IN THE

MMHG DURING THE SUMMER, MEN...TEERE WOULD BE FEW TRADITICIML SIMMS AROUND

'70 SEE ME'...THE WHOLE-EXPERIEME WAS NCT ONLY EDLCATICOLLY BENEFICIAL, BUT

ALSO DWILLOPMICALLY BENEFICIAL...THE CLASSROOM SI= IS SMALL...THE INSTRUCTORS'

ATTITUDE TOWARD OLDER OLDER NON-TRADITICNAL STUDENTS...IS POSITIVE...REENTRY MMEN

HAVE SOME DEFINITE PROBLITE ANDIMST CF US NEED MME EXTRA UMW:M=3M IN THE

BEGINNING...ID OVERCOME OUR INSECURTLY REQUIRES MUCH POSITIVE REINFORCEMENT...1E1S

WAS ONE OF THE BIGGEST PLUSES AT E.C.C./NORTH...MEN I CMADUATED...I KNEW I WAS

READY TO GO ON AND FORGE A PATH MR MYSELF. ICNG SINCE HAVING CHANGED NY CAREER

-s-
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EXPECDOICNS FROM A PART-TIME TYPING JOB '10 A POSSIBLE MANAGERIAL posmoN, I

024PLEIED THE BUSDIESS ArKENISTRATION FROMM AT E.C.C.MORTH. WITH MY NEN

KN:NLECGE AN) SELF CONFIDENCE IN TCN, I ENTERED SIMS MTV/MITT ODLIEM AT

BUFFALO, GRADATING SLIM MN LAUDE wrril A B.S. DEGREE IN MIMS STUDIES...

THIS WO= NOT taw BEEN POSSIBLE lanun MY POSITIVE malmEnte AT E.C.C...

PRESENTLY, I'M A GRADUATE SIUIENT AT SYRACUSE LNIVERSITY...MY msrER'S DOME

WILL BE IN ODNIIIIING AEU= EDUCATION FOR MICH, NEEDLESS 70 SAY, I ILWE A

SPECIAL nEstesr...FREQuEna AND corm num, I REtlEteER MY OF MY

DISTRI.D1ORS FROM E.C.C...AIMEUGH I'M HAPPY AT MY PRESENT JOB, I FICA I'M STIIL

wag= PROFI:SSIONALLY BUT ALL IS BASED ON THE VEX/ SOLID AND POSITIVE FOUNDATDON

'THAT E.C.C. AND I BUILT 70GEI11IER."

I srRcomy URGE THIS CD.TETTEE '10 LOOK VEX/ =MY AT THE COSTS 'THAT

ARE FIGURED INIO =rem =GELS CR LIVING =DANCES. FOR SIULNEIS ON MY

CAMPUS THE LEVELS THAT ARE FIGURID D MOAT FOR STUDENT AID ARE NOT A REAL

REMOTION OF THE TRUE COSTS BUT MR THE =DENIS I WCRX rirni IT MIMS THE

DIFFERENCE.

EDJCATICN MUST BE THIS NATIDI NUMER CNE PRIORITY. IT IS CRITICAL

70 EMFICATENT, IT IS CRITICAL 73 CUR 024PE1'ITIVE ADVANTAGE, IT IS CRITICAL 73

THE FUTURE OF OUR COUNTRY. HOWEVER, wrilcuT FEDERAL SUPPORT THE HOPES AND

DREAMS OF NY FELLCW STUDENTS, YOUR CCNSTITUENTS, AND FUTURE GENERATIONS WILL

BE IDYT FOREVER. IT IS UPON THIS BASIS THAT I URGE EACH OF YCU 73 SUPFORT

7HE FULL RE-AUTHORIZATION OF THE 1965 H.E.A. AT LEVI:IS THAT WOULD EXPAND EXISTING

PROGRAMS.

-6-
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Senator STAFFORD. Thank you very much, Ms. Cassidy, for a very
good statement.

I see that one of the most valuable members of our committee,
and a man, I know, over the years has been dedicated to education
in the other House where he and I both served for a time, Senator
Paul Simon, is here.

Paul, I made a brief statement. If you have any you care to
make, this would be a good time.

Senator SIMON. I do not, other than I am pleased to be serving
under your leadership. I have great respect for the Chair of this
subcommittee and I join you in viewing this as an area that is ex-
tremely important.

We do not have television cameras and the other things a lot of
committees are having right now, but we are really talking about
the future of our country right here. There is no subject that is
more important, and I am pleased to join you in this effort.

Senator STAFFORD. Thank you very much, Paul.
The next witness will be Mr. Dan Jordan, who is a student at

UCLA, from Washington, DC.
Mr. JORDAN. Thank you very much, Senator Stafford. Once

again, my name is Dan Jordan. I go to UCLA; I am an undergradu-
ate. I have been supporting myself through college for the past 3
years with the indispensable help of the financial aid provided to
me by the Federal Government under title IV of the Higher Educa-
tion Act.

I want to thank this committee for the chance to express my pro-
found gratitude for the financial assistance I have been giventhe
Pell grants, the national direct student loans, the college work-
study, and the guaranteed student loans.

I can sit before you and list what I have accomplished at UCLA.
I am on the UCLA debate team, I am a college honor student, I
have done this and that in student government. But none of these
things would have been possible for me to achieve without the fi-
nancial assistance I have received.

The financial aid programs of the Higher Education Act have
been my personal window of opportunity into the American dream.

My parents eloped when they were 17 and they had me when
they were 18. They never got the chance to go ta college. My dad
supported us by selling vacuum cleaners door to door. Although my
parents were poor, I had a rich childhood.

My parents have told me that I otarted picking up the reading of
words by myself at age 3. At 6 years old, I was reading books at the
10th grade level. At 9 years old, I was reading through Einstein's
theory of relativity after school on my own.

I had a tremendous level of learning, although I did not relish
being regarded as a brain from kindergarten throughout high
school. In many ways, I was ready for college years before I got to
it.

Since my parents went through the school of hard knocks instead
of through college, I do not think that they quite appreciated how
desperately I needed to get to college to fulfill my intellectual po-
tential.

For years before college, my mind sleepwalked through the lack
of challenge I encountered in my junior high and high school class-
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es. I kept on 1 eping on, waiting for the better life to come in col-
lege.

My dad, however, had always hoped that I would go into sales
with him and did not perceive that college meant something more
to me than a 4-year vacation from real work. My dad expected me
to major in something business-like if he was going to pay for my
education. Instead, I went to college and fell suspiciously in love
with English literature and the undiscovered country of William
Shakespeare.

After 2 years of irreconcilable disagreement with my dad, I
dropped out of college. I planned on working and saving enough
money to put myself through college, but I had no idea how tough
it was going to be.

I sold, or I rather tried to sell children's books door to door in the
coal mining country of Pennsylvania to miners who happened to be
on strike. Later, I worked a graveyard shift alone in an aluminum
mill, guarding the mill from breakins and making sure the ovens
did not overheat and spill their molten contents.

I was making less than $5 an hour and was barely making ends
meet. I thought I was in hell as I worked alone in the fire of that
mill. I thought I would never get out of there and get back to'col-
lege. I could not pay for college on my own even if I got into a
State college.

This went on for 2 years. If UCLA had not had the title IV pro-
grams to offer me, I still would be back in the hell fire of that alu-
mir rn mill, hitting myself to keep myself awake, lest I lose my
job. A still have had to work 20 hours a week to be able to pay my
way through school, but I have never complained.

Now, when I am awake at 3 in the morning, it is because I am
writing a paper and not because I am patrolling an empty factory.
I never will be able to forget my experience or the thought that I
could have as well spent the rest of my life tending ovens of bub-
bling metal. I fear for the bright little children growing up right
behind me who will need help to get through college, but may not
get it, because we are the future leaders of the United States of
America.

I consider the Higher Euucation Act the Emancipation Proclama-
tion Act of the latter half of the 20th century. May you consider it
as well as you consider the fate of these children and ensure that
the Higher Education Act remains intact with us into the 21st cen-
tury.

Senator STAFFORD. Thank you very much, Mr. Jordan, for a very
good statement.

Now we will go, Michael Meehan, to you. You are a student at
Bates College and from Raynham, MA.

Mr. MEEHAN. Thank you, Mr. Chairman. I would like to thank
the committee for the opportunity to discuss with you one of the
most important issues to the security of our country, which is edu-
cation.

At a time when tremendous pressure is placed on the Congress
by the President to reduce the deficit, to raise defense spending,
cut taxes, and slice social spending, I find comfort in the fact that
this committee is taking time to focus on education in the detail
that it deserves.
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I am a senior at Bates College. My family situation is one in
which my parents have been divorced for 18 years. My father gives
no support to the family. Since college, my two sisters and I all go
to full-time residential colleges, while my mother is attending
Stonehill College in a part-time program in advanced nursing.

So, essentially, she must foot the bill, which is about $40,000 in
tuition. She makes just under $25,000. Therefore, it would be eco-
nomically unfeasible for any of us to attend school were it not for
Federal programs.

I have received the full range of Federal aid, from the Pell
grants to the direct student loans, as well as my sisters. I will have
amassed a debt of probably $12,000 in my 4 years of undergraduate
study.

But I want the members of the committee to know, as was stated
before, that despite what Secretary of Education, William Bennett,
and former OMB Director David Stockman would have you believe,
the money was not spent on a car or stereo or 3 weeks at the
beach.

In addition to my work-study job, I work four part-time jobs at
school, which are about 35 to 45 hours a week, and maintain my
full academic load with a B-minus average. If it were not for a com-
bination of the Federal programs, a Massachusetts State scholar-
ship and generous support from the Bates Scholarship Student Aid
Program, I would not be able to attend a school the caliber of Bates
College.

I feel extremely fortunate for this opportunity to obtain this edu-
cation. In my study of political science and education, I have
learned that our Founding Fathers had a determined interest in
the concept of educating the citizens of our country.

There are many of us who would like to see the images of these
early freedom fighters to be used to promote peaceful concepts
concepts that will protect the real security interests of our country.

As a historian noted about Thomas Jefferson, an education was
too important to be left to chance or reserved only for those who,
by circumstances of wealth, can afford it. "In a government of free
and equal men, education itself was to become not only a privilege,
but a right." I feel that this quote states what role the Federal
Government should have in the education of its citizens.

I would like to thank the chairman and this committee for invit-
ing me here to testify before you today. I hope that this testimony
will help the committee to write farsighted legislation.

Senator STAFFORD. Thank you very much, Michael.
The next witness will be Ann V. Arthur, who is a student at

Yale University and from Brooklyn, NY.
Ms. ARTHUR. Thank you, Mr. Chairman. It is both an honor and

a pleasure to testify on behalf of Federal student aid programs.
There exists in our country a very strong public interest in the

future of higher education in the United States. Most Americans
realize that our Nation's greatest resource is the minds and talents
of its young people.

I feel that my own personal educational career and family histo-
ry exhibits both the present advantages and disadvantages of the
various forms of Federal student financial aid. I am the fifth of
seven children, the last of whom entered college last week. We
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have all pursued a postsecondary education at a wide variety of in-
stitutions-2-year and 4-year institutions, both private and public,
from community colleges to ivy league universities.

My parents immigrated to the United States from Grenada, West
Indies, primarily to ensure that their children would have the op-
portunity to pursue both a secondary and postsecondary education.

My parents are hard-working people. In Grenada, my father was
a field hand and my mother tended sheep and goats. Today, my
father works over 12 hours a day as a cab driver in New York City
and my mother works part time as a dietary aide in a hospital
kitchen. We reside in the Bedford-Stuyvesant section of Brooklyn,
which is a predominantly black, low-income area.

I entered Brown University in September 1981. At the time, the
cost of attendance was approximately $10,000 a year. By the time I
was a senior, the cost had jumped to approximately $14,000.

I was able to attend Brown using a number of programs, includ-
ing the GSL and NDSL loan programs, college work-study, summer
earnings and Pell grants, as well as private and Brown University
scholarships.

While my parents were very supportive, tha fact that three of
their children were in college at the same time allowed them to
only contribute a minimal amount of financial assistance.

My first year at Brown was especially traumatic. In addition to
having to adjust to the rigors of college life, my father had been
laid off from his job of 12 years. This, in effect, led me to work ap-
proximately 15 hours a week while struggling to do well as a pre-
medical student.

Four years at Brown has left me almost $8,500 in debt. I am cur-
rently a first-year medical student at Yale University. By the time
I receive my M.D., I expect to accumulate another $60,000 in loans.

I cannot overemphasize the negative effects that the pattern of
financing a college education through widespread borrowing has
had on students at private institutions. The number of students
who are currently on financial aid has also decreased over the
number of years that students have become increasingly frightened
about accumulating a large number of loans.

In addition, many students are discouraged from even applying
to prestigious and costly universities like Brown. Some may argue
that this is all well and good, and at least these students have the
opportunity to attend some college somewhere.

However, we would be shortsighted if we did not enact policies
that recognize the value of diverse interests, settings and institu-
tions. Students need to have the opportunity to choose the institu-
tion that allows them to thrive intellectually, emotionally, and
spiritually, and to reach their highest potential.

I feel that it is essential that the Pell grant remain central to the
wide range of student financial aid programs. Work-study, while a
resourceful program, cannot be feasibly increased without making
some academic sacrifices on the part of the student.

The increased dependence on lcans is also causing many students
to pursue career objectives not wholly based on their own personal
interest or commitment, but on the extent of their own promissory
notes.

2 2
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It is in the interest of all of us to work toward ensuring that Fed-
eral assistance to students is increased in coming years.

It is little short of a miracle that 20 years later, the daughter of
a field hand and woman who tended sheep and goats and the
granddaughter of an illiterate West Indian woman can say that she
is a graduate of Brown University, and is also attending medical
school.

I deeply appreciate the chance to testify today. Thank you very
much.

Senator STAFFORD. Thank you very much, Ms. Arthur, for a very
interesting statement.

Senator Wallop of Wyoming has just joined us. We are delighted
you have. Do you have any statement you wanted to make?

Senator WALLOP. No, Mr. Chairman. We are here to listen to wit-
nesses, but I just want to welcome Mr. Row from the University of
Wyoming, a school which is not unknown to me by any stretch of
the imagination. I look forward to your statement and thank you
for coming.

Senator STAFFORD. Mr. Row is the next witness, so we will be
very glad to hear from him. We appreciate your being here, Sena-
tor Wallop.

Mr. Row. Mr. Chairman, distinguished members of the subcom-
mittee, thank you for inviting me to testify today. My name is Jim
Row. I am a senior majoring in finance at the University of Wyo-
ming.

I compliment this subcommittee for bringing in students like
myself to testify about the firsthand experiences with the financial
aid process.

Being a student, the problems of financial aid are fresh in my
mind. This is the first year I have received any Federal financial
aid; in the past, I have only received GSL's. I would like to explain
from a student's viewpoint what is involved in the frustrating fi-
nancial aid process and offer some suggestions for revision.

The process is started by filling out the necessary financial aid
application forms, one for federally sponsored financial aid and the
other for the university. These are used to determine the need for
financial aid.

The single most important factor on the financial aid form deals
with whether the student is considered dependent or independent.
Three points determine if you are de?endent. They are, one, being
or have been claimed on the parents previous and current year's
income tax form; two, living at home more than 42 days out of the
year; three, if the student receives more than $750 worth of paren-
tal support.

If the answer is yes to any of these questions, the student is con-
sidered dependent. If not, the student can be considered independ-
ent. The flow of paperwork and redtape that follows this initial ap-
plication is mind boggling. Pell grants are where most of the paper-
work builds up for the student, university, and Federal Govern-
ment.

The grant causes the schools to make several additional mailings
per student to verify such items as nontaxable income and support
from parents. I had two separate mailingF sent to me requesting
proof that I was not claimed on my parents' income tax form. One
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was an affidavit signed by bob myself and my parents which had
to be notarized, and the other was an additional request for a copy
of my parents' income tax return.

In my opinion, the financial aid process should be simplified and
the limits of the NDSL and the GSL raised. If the students are al-
lowed to borrow more, there will be less strain on students and
families during the school year.

The $2,500 per year limit on GSL's has been set since 1965 and,
as everyone knows, the cost of attending college has increased
manyfold since then.

As my second recommendation, I feel that the Pell grant system
should be slowly phased out contingent upon a gradual increase in
the loan limits. This idea has several advantages. One, it makes the
student more responsible for money borrowed during the time he isin school and, two, the Federal Government has its money re-turned with interest.

This idea would not affect one income level over another because
financial aid would still be based upon need. Providing less grant-
based aid and increasing the loan limits would also alleviate the
notion of giving money away.

Under the current situation, becoming independent, not working
and staying as poor as possible without supplementing educational
costs is encouraged. Last year, for instance, I was penalized for
trying to help myself by working a summer job and working part
time through the entire school year.

I do not believe that a person should be penalized for helping
themselves when going through school. I also believe that financial
aid should be determined more by the States than the Federal Gov-
ernment. The States have a better feel for what is needed within
their respective systems. The Federal Government should be used
strictly as a guarantee basis for defaulting students.

To solve some of the problems of defaulting students, changes
must be instituted which will deter abuse of the system. It seems
like the best way to do this would be to give enforcement jurisdic-
tion of the defaulted loans to the Internal Revenue Service. In so
doing, there would be an agency actively involved in tracking down
the students who choose not to pay back the loans.

Mr. Chairman, I do not profess to be an authority on these issues
and proposals for change which I have just mentioned. They might
not be the best solutions for any number of reasons, but I sincerely
want to let you know that students like myself are not satisfied
with the current state of affairs and realize that the Federal finan-
cial aid system is in dire need of change.

I do not think students should have to go through this seriously
flawed system. It is time consuming, frustrating, and discouraging.
In 1983, I went into the University of Wyoming financial aids office
to ask why I had not been granted more than a GSL.

The financial aids officer responded that my parents possessed
too many assets. Then she said that maybe they should sell some of
these assets to send me to school. I was shocked that anybody
would place such an ultimatum on me. I am going to college to sat-
isfy my own goals and I do not believe that an individual's parents
should have to jeopardize their own financial security.
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Senator STAFFORD. Thank you very much, Mr. Row.
The final witness will be Tracy Chamber land, who is attending

Roger Williams College and is from Proctor, VT, which happens to
be only 7 miles from where I was born and grew up, so a special
welcome from me to you.

Ms. CHAMBERLAND. Thank you, Mr. Chairman. First, I would like
to say that I am very honored to be here today.

After my senior year of high schoolI graduated in 1983I
wanted to pursue my lifelong dream of becoming an architect.
However I was not sure if I would really like the field, as I had
never had any drafting classes in high school. That is why I decid-
ed to go to a 2-year technical school.

Once I had graduated from there in 1985, I kne N that I wanted
to pursue the Bachelor of Architecture. So I applied to Roger Wil-
liams College in Bristol, RI, and was accepted.

In May I found out that I was not going to get any financial aid
from the school This is a $12,000 school, and I am paying for col-
lege myself; I have been the past 2 years because my parents just
can't afford it.

So I wrote to several student loan companies around the United
States to see if I could take out some sort of student loans other
than VSAC. They all wrote back to me and said that they just of-
fered student aid to students within their own States.

So then I turned to VSAC again for more information because all
I was receiving was the GSL. The person I talked to at the Ver-
mont Student Assistance Corp. said that there probably wasn't any
hope for me and that I should just decide not to go to school. That
really discouraged me.

I wrote to the two Senators from my State, Senator Stafford and
Senator Leahy, and they both responded with some helpful infor-
mation for me. Senator Leahy gave me the name of a lady to con-
tact at VSAC. I talked to her and she ended up calling my school.
Within a matter of a week the school offered me some financial
aid.

Ms. CHAMBERLAND. Now, I was receiving the NDSL, a college
scholarship, and I also had a Pell grant and incentive grant from
my State. However, I was still short about $5,000 for the year.

The only other alternative was to have my parents take out a
parents PLUS loan for $3,000. My parents really could not afford
it, so I called up VSAC to find out if I could take out a PLUS loan
in my own name. They said that I was not able to because I was a
dependent.

So I am still at odds. My college bills are paid for this semester. I
am not sure what is going to happen next semester. I cannot
borrow any more money, since I have already borrowed the maxi-
mum amount for this year.

My parents are in the process now of trying to take out a PLUS
loan. I am not sure if they are going to get it, but if they do, I will
be able to continue on at school. My feelings are that the GSL loan
limits should be increased. You have been able to borrow $2,500 for
the past 13 years, so the $2,500 that you can borrow now is only
worth $991 1972 dollars.

Thank you.
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Senator STAFFORD. Thank you very much; thank all of you. I
think I might ask one question of all of you and maybe each one of
you might respond to it. First, as a footnote I would say that the
chairman of this subcommittee, and I think a majority of its mem-
bers, would like to be in the position to very significantly expand
the programs of the system for college students.

But you should have in mind that it has been a scratching, nail-
biting fight on the part of this committee to keep the programs we
have got over the last 4 years, and that that has been the best we
have been able to do, and we have really had to fight very hard to
do that.

I guess my one question to all of you, and I will start with Cas-
sidy and go down the line, would be, do you feel reasonably satis-
fied with the education you are getting, and has it been worth it?

Ms. CASSIDY. I am very definitely satisfied with the education
that I am getting, but without that first step of the financial aid, I
would not have begun. When you have got 80 percent of the stu-
dents on your campus receiving some form of that financial aid,
without it there would be no school, there would be no education.
We would have an uneducated population.

I do not believe that the current administration wishes uneducat-
ed people.

Senator STAFFORD. Well, I think you have responded to what I
said, that we felt it was so worthwhile to keep the programs we
have got that this subcommittee has done everything it could to
keep them in the face of considerable opposition.

Mr. Jordan.
Mr. JORDAN. Well, one of the advantages of putting yourself

through school is that you make sure you get your money's worth,
and I have really felt that way. One of the things I would like to
bring up about the financial aid is that I believe that every student
that receives it does not have the sense that they are getting a free
ride.

They have the sense that, boy, I am going to have to pay this
back one way or another. I think instead of making the students
less concerned about their future, it makes them more concerned,
and it also has heightened my sense of my participation in the de-
mocracy.

I feel much stronger that America believes in me enough to lend
me money so that at a future time I can participate in the system.
I would say that that is one of the things that really needs to be
considered. The financial aid programs do, I think, bring students
together as a part of the democracy.

Senator STAFFORD. Thank you.
Mr. Meehan.
Mr. MEEHAN. I think you have made a very good point, Mr.

Chairman, the committee has worked very hard to keep these pro-
grams alive. I think in combination with that Senator Simon has
made a key observation that there are no TV cameras here and
education is not a big issue that is going to grab a lot of attention
I think therein lies the problem.

Education is not seen as something that people should be rolling
up their sleeves and fighting hard for. Our country is dependent
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upon the education of its citizens, and that is something that we
need to bring to the foreground.

I feel sort of helpless here because I know that this committee is
working hard to do that. I feel that I am making my case by ex-
pressing that to those who know how vital it is to quality education
for deseving students. I am aware of that, so in a sense this is sort
of an exercise in frustration. I do not know where to turn to.

So I do feel that I am very fortunate that I have received the
quality of education I have, and it is because of a combination of
several thingsthe Federal Government, the State government,
my college, my family and my own resources. So, with those things,
I have been able to get a quality education. I hope that you will
carry this message to your colleagues and continue to support
higher education.

Senator STAFFORD. Thank you.
Ms. Arthur.
Ms. ARTHUR. Senator Stafford, I honestly believe that with the

help of Federal assistance and my own parental resources and my
own summer earnings, I got the opportunity, and it was a good op-
portunity, to attend one of the finest colleges in the Nation, Brown
University.

However, I think that on behalf of many low-income students
who are very much discouraged by a lot of the media attention sur-
rounding proposed cuts in student financial assistanco, very many
students from my own financial background do not think it is
worth working several jobs to attend Brown University or that it is
worth borrowing $8,500 to go.

I do not think that it has ever been considered any sort of a
handout. I think I feel very much indebted to my country for allow-
ing to have this type of opportunity, and I feel it is an investment
that I will definitely repay, hopefully primarily in the form of
being a role model for many other black teenagers in the country
to help them further their studies, also.

Senator STAFFORD. Thank you very much.
Mr. Row.
Mr. Row. Yes, I do believe I am getting an adequate education. I

wish I were able to obtain more loans. I come from just a very
strictly middle-class incomenothing special. My dad is retired
military; my mom works part time.

I am not a wealthy person by any means. I am, like I just men-
tioned earlier, very middle class, and that is a status that is defi-
nitely being hurt by today's financial aids process because if you
border on that family contribution limitI believe it is $30,000
right nowmy parents fall below that.

But having a home or anything else, and considering the assets,
if you have cars, homes, or even a moderate amount of money in a
savings account or anything else, your assets build up. And with
today's inflated house prices and everything, you are looking on
the financial aid forms at assets, even with a moderate home, of
over $100,000.

The way a lot of financial aids officersthey look right at that
bottom-line figure and do not count in income and other factors
such as in our own situation, three out of three children going to
school.
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Like I said earlier, I just wish in my own condition I was able to
borrow more. That is about all I have to say this morning. Thank
you.

Senator STAFFORD. Thank you very much.
Ms. Chamber land.
Ms. CHAMBERLAND. Since I am putting myself through school, I

have never taken it for granted. I am taking advantage of my edu-
cation and getting the most out of it that I can.

I would be willing to borrow as much money as I could to go
through my 5 years of school. I know I am going to be very much
in debt once I graduate, but to me, it is definitely worth it to get
the education I want, and it is worth the money that I have to put
into it.

Senator STAFFORD. Well, thank you all very much indeed. The
chairman and this committee are well aware that with a few ex-
ceptions, students do not use aid to buy stereos or automobiles. We
know you work hard; we know you are doing your best to get all
you can out of edcation. That is what we want and what the
Nation needs.

We know that, to put it differently than OMB might, nationwide
91 percent of the students who borrow money repay it. Since com-
mittee chairmen are inclined to get a little parochial at times, I
will say that in Vermont the default rate on student loans is only 4
percent, which is better than Cadillac can claim for GMAC in the
sale of Cadillac cars. [Laughter.]

That is pretty good. If the whole Nation could reach that, I think
we would hear no more outcries about default on student loans.

Senator Simon.
Senator SIMON. Thank you. First of all, I agree with the chair-

man when he says we are struggling to maintain the status quo.
That, frankly, is one of the things that is wrong. We have got to be
dreaming because there is no such thing as the status quo; you are
either slipping back or moving ahead in the kind of country and
nation we want to be building.

If I may ask two of you specificallyDan Jordan, you mentioned
that you were in love with English literature and the undiscovered
country of William Shakespeare. Do you intend to be an English
teacher, or what are your goals?

Mr. JORDAN. Well, the problem is I have too many interests and
they all compete with one another. I cannot tell you today whether
I want to go on to get a doctorate in education or maybe a master's
in public policy or law school.

But I do know I see myself as having many interests and I feel
that had I not been able to pursue excellence in education that fi-
nancial aid programs allowed me to, I would pretty much be in the
mentality of the people that I worked with, which is not anything
that I put down, but I hope that my testimony made clear that I
have a potential that I really feel inwardly compelled to reach.

I always think of the motto of the United Negro College Funda
mind is a terrible thing to waste.

Senator SIMON. If I may be a little more specific, the Grace Com-
mission has suggested that we ought to deemphasize the loan side
and emphasize the grants more in student aid. As you look at what
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you want to become, are you taking a look at what the pay is
rather than what you really enjoy doing?

Mr. JORDAN. Well, I am really glad you brought that up because
one of my concerns has been the whole matter of accumulation of
loans, and with the tremendous increase, when you look at perhaps
grsduate school, coupled with the loans that one has accumulated
as an undergraduate, in a lot of ways it could dictate what a person
would be interested in going into.

For example, I am very interested in the future of higher educa-
tion, and my involvement with financial aid has made me more so.
But I am not sure if I went on to pursue a career in higher educa-
tion, maybe in a research association like the Association of Ameri-
can Colleges where I am an intern right nowI do not know if
maybe I should not just go the quick and easy route and go to law
school and try to make a lot of money.

I think that is one of the things that needs to be considered here.
What are the long-term ramifications of financial aid policies? Are
we leading to the yuppy-ization of America due to these policies, by
which we have too many professionals?

I think that consolidation of loans needs to serve a very impor-
tant place in your agenda, and I think that what you are saying is
a tremendous concern of mine. I would like to be able to teach, but
I do not know if I will be able to afford to teach. I might have to go
the professional route.

Senator SIMON. I think the point you make is one we have to
consider as we put this together. We need good Shakespeare teach-
ers as much as we need good lawyers and we should not be forcing
you into a decision to become a lawyer because of the loans thatyou have.

Ann Arthur, as I read your statement, by the time you get out of
medical school you are going to have about $70,000 worth of debts,
and that is fairly typical for a graduate of medical school.

You may very well face a choice between working in some
suburb where there is already plenty of medical attention, but you
are going to get paid well, or a central city area where you are
going to get paid very little. But you have this $70,000 debt hang-
ing over you.

Is that going to be part of your decisionmaking on where you go?
Ms. ARTHUR. Well, I think to be perfectly honest with you, I

know basically where my commitment lies and I knoir basically
what I want to do with my life, and I do want to work in an under-
served community.

I think what comes into play is at what point in my career will I
be able to do that because of financial constraints that surround
me. It is a problem; it is a very overwhelming. I think for many
students it plays a very major role in what they choose to do and it
causes students to perhaps go and practice medicine in the suburbs
rather than go where they are needed.

I think just because of my own sense of commitment, I know
where I am going to serve. It is just at what point in my life will I
be able to do that, but it is a $70,000 burden and cloud that basical-
ly hangs over you while you do attend medical school. It is a very
discouraging thing to have surrounding you. It really takes away a
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lot of the flexibility and freedom that you would like to have in
your educational system.

Senator SIMON. I do not have any good, easy answers, but, in
fact, because of the way we structure loan programs, if you were to
say what is needed in our society, clearly it is in the inner city area
or the area of rural poverty.

Yet, we structure our student assistance programs in such a way
that at least initially, you are going to go out where you can get
that paid off; you are going to go to an overserved area rather than
an underserved area.

Ms. ARTHUR. Right. More than likely, that would have to
happen. I will owe $70,000 that I have to pay back, and that is an
unfortunate consequence of the emphasis that is being placed on
people borrowing.

It is nice to have the option to borrow. I would definitely borrow
rather than not attend school, most definitely. But I think there
are significant disadvantages to the emphasis being placed on stu-
dents constantly borrowing, particularly for students who do want
to go on to graduate school.

It is a tremendous sacrifice that ends up really hurting our coun-
try and not helping our country.

Senator SIMON. I agree. I thank you all for your testimony.
Thank you, Mr. Chairman.

Senator STAFFORD. Thank you, Senator Simon.
Senator Wallop.
Senator WALLOP. I might observe to my colleague from Illinois

that at least around the Senate, we have a great deal more urgent
need for more Shakespeare students than lawyers. It is not that we
need them just as much; we need them a hell of a lot more. [Laugh-
ter.]

Just pursuing a thought that Senator Simon raised about how
the burden of the loan may dictate the direction of your life, it
seems to me that that might be something the country could do on
the other end of the spectrum. In point of fact, it could lift that
burden of the loan in return for a commitment to 5, 7, or 10 years'
practice in an area that was more important. You get so you are
overloading it in another peculiar direction, I think, if you go that
way.

But I am concerned about something that you have said, Jim,
and I will ask others if they would comment on it. I had a daughter
who held a 40-hour-a-week job all during the time she was at Texas
Christian. She graduated with a 3.8 grade average and I was tre-
mendously proud of her. She was not on student loan or student
aid, so I did not come into contact with the requirements that you
just mentioned that your summer earnings were offset against
what was available.

Now, is that, to your knowledge, just the financial aid officer at
the University of Wyoming or is that the common practice?

Mr. Row. Let me tell you my situation and it might clear it up. I
worked and did well for the summer; I made $4,500 at a summer
job. It was a commission-type job, which meant the harder I
worked, the better I would do, of course.

I also worked the entire school year, roughly 20 hours a week.
They add all that up. I am independent now. They add all that up.
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and subtract the projected expenses against my 1984 earnings for
what I should receive in the 1985-86 school year.

In my situation, knowing that, I decided not to even work this
summer, feeling that I can receive more financial aid than to work.
So I am penalized in my situation for working because I have in-
creased my own personal income. Then they subtract what they
feel you should provide to your own education. So, yes, I am penal-
ized for working a good summer job and during the year. I do not
know about the rest of the students here, but I was.

Senator WALLOP. Ms. Arthur, I think I heard you mention that
you had a good summer job.

Ms. ARTHUR. I was at a very expensive institution, ranging from
$10,000 to $14,000, so my summer earnings were included as part of
my need, in addition to the loans I took out, the university scholar-
ship I got, private scholarships. So it was included as part of my
package. It did not reduce my overall package, although I never
made $4,500 in a summer.

Senator WALLOP. Does anybody else have an observation?
Ms. CASSIDY. Thank you, Senator Wallop. Not personally for me,

but several of the women students on my campus were on welfare,
receiving food stamps. They applied for a guaranteed student loan
and their food stamps were taken away from them.

Senator WALLOP. The food stamps were taken away or the cost of
the food stamps was--

Ms. CASSIDY. The food stamps were taken away from them be-
cause they got a guaranteed student loan to help pay for their edu-
cation, and that was considered earned income as far as the social
services department goes.

Even though they needed those food stamps and they are going
to school to better themselves and to upgrade their skills, they are
penalized for that.

Senator WALLOP. Well, it seems to me that once need was estab-
lished, you might be able to better yourself in all kinds of ways in
which you could as long as the employment was not from daddy.

You know, I do happen to be one who believes that there is a
measure of parental obligation to the point of paying, and I think I
can say that fairly with the idea that I still have four children at
this moment in collegetwo at the University of Wyoming, which
is, admittedly, as a resident cheaper than it would be other places.
But the other two have not been; they have been at private univer-
sities comparable in fees to Ms. Arthur's case.

Yet, I do believe that their jobs were, in effect, part of their edu-
cation. Somehow or another, I have a hard time with that concept.

Thank you all very much.
Senator STAFFORD. Thank you, Senator Wallop.
Senator Grass ley, we are happy to welcome you here this morn-

ing. Do you have any comment or question of this panel? If not, we
will go to the next panel.

Senator GRASSLEY. No, Mr. Chairman.
Senator STAFFORD. All right. Let me again express my personal

and the committee's appreciation to all of you for coming here and
your special cooperation in delivering your papers in 5 minutes.

You know, coming from Vermont and the land of Calvin Coo-
lidge, we appreciate the old saying that brevity is the soul of wit.
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Thank you very much.
We will ask our next panel to come forward, and we would ap-

preciate it if our guests could keep their conversation at a low
level. The second panel will be Mr. Arthur Powers, parent, of
Braintree, MA; Mr. Ronald Dunphy, parent, of Creston, IA; Rev.
Richard Henry, parent, of Chester, VT; and Dr. Richard Hull,
parent, of Gary, IN.

In view of the fact that Senator Grass ley has been able to be
here, we will go out of the order in which I have called names in
order to allow Mr. Dunphy to go first. His Senator, Senator Grass-
ley, will say a word about him.

Senator GRASSLEY. Well, thank you very much.
Ron, welcome to the committee. I am pleased to be here with the

Subcommittee on Education at the beginning of a series of hearings
on the reauthorization of the Higher Education Act. I am also
pleased to have two constituents who will testify in the course of
these hearings today.

One is with us right now, Ron Dunphy, from Creston, IA. He will
participate in these panels of students and parents this morning.
Then this afternoon, Mr. Chairman, you have Michael Crawford,
who is chancellor of the Eastern Iowa Community College district, .
and he will testify after 2.

Now, for the case of Mr. Dunphy, I would like to point out that
he serves kind of a dual role in this hearing of students and par-
ents, since he speaks as both. Not only is he the father of two chil-
dren in private schools, but he is enrolled as a student at Iowa
State University.

His wife, who is employed with an area education agency, will
also attend school part time this fall.

Faced with the uncertainty that plagues the agricultural sector
of our economy in the Midwest, Mr. Dunphy, who is a farmer, has
had to think of future options for providing for his family. So, he
has returned to school, utilizing his winter months when he is not
actively farming to attend school and to complete his B.S. degree in
farm operations.

I think it is clear that not only would his sons' education be im-
possible without the assistance received under the Student Finan-
cial Aid Program, but he would not have the option of a career
change due to economic factors outside his control.

So, I am particularly interested in what he might shed upon
asset-rich people in agriculture, but income poor or cash poor. That
is a situation we have found in a lot of the agricultural communi-
ties.

I will be able to be here for 15 minutes, but I hope you will give
him a chance to address that if he does not address it in his open-
ing statement.

Senator STAFFORD. We are going to give him a chance to deliver
his opening statement right now, Senator. So, Mr. Dunphy, you are
at bat.
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STATEMENT OF RONALD DUNPHY, PARENT, CRESTON, IA;
ARTHUR W. POWERS, PARENT, BRAINTREE, MA; RICHARD
HENRY, PARENT. (HESTER. VT: AND RICHARD HULL. PARENT,
GARY, IN

Mr. DUNPHY. Honorable Senators, your fellow countrymen owe
you their gratitude for continuing efforts to fund the opportunity
for higher education. My sons, Todd and Torn, and I thank you for
the past opportunities presented in Pell grants, supplemental edu-
cation opportunity grants, student loans, and university work
awards.

Todd and Tom have received $1,750 in Pell grants, $4,500 in sup-plemental education opportunity grants, and have borrowed
$17,500 to date on guaranteed student loans to help fund their
studies. My sons have used all of their earnings from 4-H livestock
projects, summer jobs, and work aware programs to finance their
education.

When Tom finishes undergraduate work, both he and Todd will
have borrowed $10,000 each. Their payback schedules after gradua-
tion should be manageable, but larger loan payments would prob-
ably not be met. Thus, the grants they have received have been a
blessing.

A friend, Dr. Patrick Kelly, once said of the failure of education-
al institutions in these United States that there are students who
do not know what they do not know. It is Government's responsi-
bility to give the young people a real chance to find out what they
do not know. It is the students' responsibility to grow and learn as
opportunities present themselves.

My search for answers to questions began on a farmstead in 1942
near Creston, IA, and continued there through high school. After
high school graduation and in exchange for summer farm labor,
my father paid for my continuing education at St. Benedict's Col-lege in Atchison, KS.

Oh, for the early 1960's prosperous years my father had as a
farmer! The 1960's brought me the opportunity to learn in a setting
of Benedictine tradition, to campaign for JFK, play football for
Coach Schottel, and to drink beer at Ma's, all paid for by the fruits
of my labor or my father and mother's farm operation.

Senators, the circumstances that I traveled to school with are
nonexistent for many coming students. Our Government aid, along
with personal earnings and family contributions all combined,
make the opportunity today.

Lacking direction and purpose, I suspended my formal education
after 3 years, not knowing what I did not know. I had not yet
learned of the emotional and financial resources needed to rear
active, gifted boys.

Today, I have a better concept of these educational costs.
My son Todd is a 1985 graduate of St. John's University in Col-

legeville, MN. My son Tom is a junior at St. Mary's University in
San Antonio, TX. The enormous cost of my sons' higher education
fell on my family when, as a farmer, my banker and the Des
Moines Register reminded me that the farm profit index has not
been at or above 100, which would indicate profits, since Todd
started college in 1981.
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The Des Moines Sunday Register of September 1, 1985 indicates
that through July 1985, farm prices are returning 72 cents for each
dollar of cost. At the same time, the value of my farm assets has
eroded at a record pace, severely limiting my ability to borrow
needed capital.

Farm real estate values in my county have declined for at least 3
years, and according to the Iowa Farmer Today for Saturday,
August 31, 1985, my farm, on average, is worth 20 percent less
today than it was on January 1 of this year.

My wife, Dottie, continues to work full time to bring needed cash
flow to the family's budget.

It is not just farmers who need your help. Ask the insurance
agent in Mount Ayr, IA if his sales are up or down. Ask the em-
ployees and owners of failed banks in the Corn Belt about their in-
comes and their futures. Ask the farm supplier about his accounts
that are tied up in bankruptcy courts. They have children who
need financial aid to attend the college of their choice.

I would suggest maybe you ask two people in my community if
they need your continued help in funding the education of their
children. Joe Weissharr, whose back was recently crushed in a
farm accident and whose son attends Iowa State University, needs
that financial help. Mrs. Gerald Miller, whose husband died in a
tractor accident, has appreciated your foresightedness while send-
ing her children to college.

I returned to school while continuing to farm because of the un-
certainty facing all of us involved in agriculture and agribusiness.
Iowa State University's financial aid director, Larry Diehl, helped
me apply for aid in January 1985. I received a Pell grant for $406.

I used this grant money to pay approximately one-half of the cost
of attending Iowa State University's winter farm operations pro-
gram, which I intend to return to. My successful completion of this
three-session program will fulfill one-half of the remaining univer-
sity requirements for a bachelor of science degree in farm oper-
ations.

Farm operations is what I want to do. That is what I am doing. If
I cannot continue it for myself, I want to do it for someone else.

Financial aid should be available to all these students who,
through no fault of their own, cannot afford the cost of higher edu-
cation. Four thousand years of recorded history has taught us that
this young, great democracy needs an educated electorate.

My friend and ex-pastor, Tim Fitzgerald, says knowledge is the
only thing worth possessing on this Earth. Last week I read that
Leslie Conard is quoted as saying education is knowledge, knowl-
edge is money, and money is economic freedom. In America, educa-
tion is free.

Well, in America it is not free, but with your continued support,
it will be more available. Please look favorably on the reauthoriza-
tion of the Higher Education Act at the same or a higher level.

Thank you.
Senator STAFFORD. Thank you, Mr. Dunphy. Let me say that this

committee does look favorably upon higher education and the pro-
grams that are supporting it, and that we intend to keep those pro-
grams in place, with maybe some corrections suggested by these
hearings.
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A. mon as the economy shows Pomp promise or ming so there

will be morr 'wow, available. *a intend to expand the programs of
.eioistance -to make wise to American higher education

available 10 more of our young people because wr agree with the
witneweit who have mid that therein he. the future of this Nation,

%ince you Neve to leave, Senator tirawalry, did you have any
questions you wished to esk at this puint?

AMMO, Ovarian Well. yes I alluded to what I wmited to ask.
but why_do I mit sok it in a hula more depth. ir you would permit
me to. Mr Dunphy

From tmw to time, I it, tr quite a frw students from farm WM-
boa encounter problem oath the eitsets wet uncle, the Federal Aid
Prnsni A. I indicated. it often a case of being sown rich but

peer
Yet. the ehobility requirements in the financial assistance pro.

gram ere not sensitive to the special problems that farmers and
small bueineee people race, Could you briefly describe your situa-
tion in title regard FOr the benefit of the subcommittee?

Mr DUNPM: I will. My brother and I operate a tenant farm
oration. We are attempting to purchase ISO acres together. We
farm another 1,000 KW& there ist no financial interest in that
other then the tar that it generates income for us.

In our farm operation we own approximately *MAW worth of
farm machinery and another $200.000 worth of livestock, in addl.
lion to the eroding value of the farm. The problem is all of that
investment has not generated any income.

I have demonstrated to the internal Revenue Service and the
echo& that the boys attend that I have lost money. Without con-
sidering a return on the investment. I have still not cash-flowed
that businew
'The financial aid people at all institutions. as I understand itat

' least at Iowa State University. St. Mary's, and St. John'shave
great difficulty sorting out agriculture problems. with dollar
amounts ot inventory or assets; why we cannot Just liquidate the
COWS and the tractor and farm land and spend that on education.

If that were to happen. there is no chance I am going to generate
income and be selfotipporting.

Senator GRAMM, Thank you very much, and thank you for
coming.

Steater STAMINA. Thank you, Senator Gramky.
Now. we will go in the order or announced names, which means.

Mr. Powers. of Braintree. MA. you are next.
Mr, Panes. Thank_you. Mr. Chairman.
Senator Braman. Would you bring over the microphone, please.

so that our guests in the room will be able to hear and we will
have a

Mr Poweati. Thank you again. You have heard an awful lot of
emotional testimony here to-. this is more of the same. It is an
emotional Issue when it hits home the way it does for parents and
students_

I am tlw parent of eight children, three of whom are currently in
college. la *January of this year when ominous noises started to
endue from the administration regarding cutbacks in Federal aid
to education, quite honeetly I started to panic. At that moment in
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time, I had four children in college, all of whom were receiving
some federally related educational assistance.

At this moment, three of those children are still enrolled full
time in undergraduate programs. I still have three more children
under age 18 that I feel compelled to educate. I make no apology
for those numbers. I admit my obvious responsibility to raise them,
to educate them, and willingly accept the task.

At the same time, to force enthusiastic, potentially valuable
members of society to receive a lesser education, to not be allowed
to attend the school of their choice, the school that may have the
best major in their chosen field, or worse, to not pursue that
chosen field, in my mind is a terrible waste.

Previous administrations, in their wisdom, established these as-
sistance programs, with the result that a college education came
within an affordable range for thousands of students that unques-
tionably would not have had the opportunity without some type of
assistance such as is now available.

In my case, all of my college-age children work during the
summer and during schoolif possiblewithin the field that they
are studying. Each of the high-school-age children works during the
school year, also. None of them enjoys the frills that the adminis-
tration has cited and, without firsthand knowledge, I doubt that
any students do.

I am personally offended by statements made earlier this year by
then Budget Director Stockman and Education Secretary Bennett
of abuses of the system by, if one were to believe these people:
every student recipient of federally backed educational assistance. I
would love to know where they got their information.

I am here to tell you that the majority of the recipients of educa-
tional aid in %,(hatever form it is received are legitimately qualified,
hard-working students and parents who do not and cannot allow
their children to abuse the system. There are no trips to Florida,
TV's and stereos; they do not own automobiles.

This is my situation, and to allow a broad-brush approach, state-
ments containing the big lie to stand unchallenged would be irre-
sponsible on my part. If there are abuses, stop them. If some col-
leges are gouging, do not allow it. If prior recipients of student aid
are not repaying loans, crack down. But, please, do not kill the
system.

If I may state a figure that may give you some perspective of
where I am coming from, in academic year 1984-85, the total cost
of tuition and room and board for my college-age children was
$35,500. No average family can afford even one-quarter of that.

To arbitrarily establish a cutoff of any federally backed loan or
aid when one achieves a total household income of $32,500 is ridic-
ulous. To allow a maximum of $4,000 to any family earning over
$25,000 is patently absurd.

The administration's proposition does not take into consideration
the number of children of college age at any one time in school; the
time it takes for parent repayment of loans after one child has
graduated; the economic blow to all colleges, both public and pri-
vate; and the loss of the human resource.

For instance, under this proposal a family earning $32,400 with a
single child who is of college age would conceivably be eligible for
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some financial consideration. A family earning $32,600 with eight
children, four of whom are in college, would notagain, obvioudy
and grossly unfair.

The administration has, in effect, stated that chosen goals in
chosen institutions belong to the economic elite, where once again
the Harvards of this world will be filled exclusively with the
wealthy.

It appears that this administration is using the deficit to accom-
plish and justify an outrageous defense budget. Social programs are
ideologically distasteful to the administration and have become the
whipping boy.

Although social programs have fallen out of favor in recent
years, to include this one program that does so much good seems to
accomplish a negative end. By disclosing by admittedly selfish goals
in a public forum, I hope to raise some consciousness as to what is
happening.

The alternative to the present program intact is to rob the coun-
try of one of its most important assetsthe resource of educated
people.

Thank you.
Senator STAFFORD. Thank you very much, Mr. Powers. We have

no intention of letting this program die or be curtailed below
present levels. As I said earlier, if there is any opportunity to real-
istically increase the programs, we intend to do that. As long as
this committee is intact, I think we can say to your children and to
you as a parent that these programs will be there, they will be
available and, if possible, they will be increased.

I think we have commented in the past on Mr. Bennett's cele-
brated statement of earlier last winter. Since the chairman of this
subcommittee is a graduate of Middlebury College and Mr. Bennett
is a graduate of Williams Collegetwo of the little Ivy League
schools, so calledit may be that Mr. Bennett was able to observe
in his fellow students automobiles, a few days in Fort Laderdale,
and so on.

That is not the lot of all college students. Indeed, when I went to
Middlebury it was not there either because it was in the early
years of the Depression and we all had a bit of a struggle to go
through college. Even my college fraternity's account in the local
bank was frozen when President Roosevelt froze the banks for a
while, and we had to struggle just to feed ourselves.

Well, that is enough reminiscing or I will be breaking my own 5-
m in u te rule here. [Laughter.]

Dr. Henry, let me welcome you as a fellow Vermonter and we
are looking forward to hearing from you.

Reverend HENRY. Yes. We have faced each other before in the
same situation in Burlington in February.

Senator Stafford and members of the committee, these are the
days when the most clarion and insistent call we hear is "reduce
the budget, get rid of the deficit, wipe out deficit spending, elimi-
nate all nonessential expenditures." But I am here to sit before
this committee to seek the continuance of something that millions
of parents like myself consider not just a convenience for the edu-
cation and upbringing of our children, but as a critically vital re-
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source without which many of us could not afford to send our chil-
dren beyond high school.

The reauthorization of several forms of grants in aid and guaran-
teed student loans is the keystone of being able to have a college
education for our children, especially for those who class ourselves
as middle and lower income people.

I speak as one who has five children and a gross annual income,
including both cash and noncash items, since part of my compensa-
tion is supplied by my parish, of $22,000 a year. I cannot speak
strongly enough of the absolute necessity of having such funds
available as Pell, VSAC, the opportunity grants, the guaranteed
student loans.

The continued authorization, if not the increase, of these sources
of assistance through institutions such as the University of Ver-
mont and the other institutions in Vermont and other States and
the thousands of other institutions of higher learning is not an ex-
penditure, as I see it.

An expenditure is something where money is given and beyond
the point of purchase there is little real residual benefit. I consider,
in fact, the loans and grants an investment, since the loans will be
repaid to the loan-fund pools out of which they come and the
grants will be used along with the loans to give the truly needy
and worthwhile student the advantage of the best education to
which he or she may be capable, allowing us to tap into the bright-
est and best of our young men and women for decades to come as
they use the educations allowed them by the use of these resources.

Certainly, we have seen a representation of the quality of these
young people who have benefited from these programs by the stu-
dents who have previously appeared before us.

I continue to believe that the funds, insofar as feasible, should be
administered by the colleges and universities on a local State level
because they often have the more detailed knowledge of family
background as to assets, income, obligations, and they have access
to many of the college income surveys which gives them a prospec-
tive student profile like none other.

I can sympathize with some of our students who talked about
reams of paperwork. If I reproduce my 1984 income tax return one
more time, I think it is going to fall apart. There was not much in
it to begin with. [Laughter.]

Reverend HENRY. Personally, I have, and have had, five young
people in my family, four of whom have gone to collegethree
boys, two girls. Four of them have gone to college; the other one
opted to serve our Nation in the U.S. Air Force, and thus finance
his own education after Air Force service.

Our oldest daughter is using an education from the University of
Connecticut and is an area coordinator of six schools for music in a
Southern State. She has paid back her loans in full; in fact, she
doubled up because she wanted to get rid of the obligation. She is,
and we are, deeply grateful that she had the loans available when
she was in school about 8 years ago.

Since 1981, we have had two children in school at the University
of Vermont, and will continue to have two at the university
through the end of 1986. To have had these young at the Universi-
ty of Vermont where the cost of an education is $15,000 for the two
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of them each year without such assistance as we are urging today
would have been an impossibility.

As far as the State of Vermont goes, it was my information that
if these funds and resources were decreased, something like 40 per-
cent of our college students would have to leave. They would be
foreclosed from a collegiate education. If the loans and grants were
not an available option at all, some 75 percent would be blocked
out.

For those with sufficient resources, college will alwayr be an af-
fordable experience for their children. But without some assistance
for parents with less income or assets, we court the possibility of a
posthigh school education leading to an elitist system where those
who have it get it; those who do not are shut out.

It is a two-tier system of the sort that is not traditional in our
American society with equal access and opportunity.

Thank you.
[The prepared statement of Reverend Henry follows:]
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REAUTHORIZATION HEARINGS:
Title IV-Student Assistance.

Testimony of Rev. Richard C. Henry

In these days of the insistent call for balancing of the
Federal Budget; for the radical reduction of the Deficit, and
deficit spending; and for the climination of all expenditures
deemed non-eseential, / am ,ppearing before this committee
to seek the continuance of something that millions ef other
parente and I consider not just convenient, but'tritically vital.

The reauthorization of the several forms of grants-in-aid
and guaranteed student loan funds is the keystone of being
able to have a college education for our children, for these
of us in the middle and lower income brackets. Speaking as one
whose gross family income is less than 522,000 annually, and
who has had see to the education of five children, I cannot
speak strongly enough of the absolute necessity of having such
funds available for assistancu.

The continued authorization of these sources of assistance
through institutions such as the University of Vermont, which
is where I live; and the thousands of other institutions of
higher learning is not an expenditure, but is more in the
nature of an investment in the future. I say investment for
two reasons: first, the loans will be repaid to the loan fund
pools, and the grants will assist the truly needy student to
have the adavantage of the best education of which they may be
capable; thus tapping the brightest and bcst of our young men
and women for the decades to come in our nation.

I continue to believe that funds, in so far as feasible,
should be administered by the colleges and universities, on
the basis that they know the needs for assistance. Such a
detailed knowledge coming from the several organization which
conduct needs surveys; and because the local college has the
advantage of face-to-face interviews with some prospective
students.

Personally, I have had four young people in my family able
to attend and graduate from college because these types of
assistance were available. Our oldest daughter, using an
education at the University of Connecticut, is now the area
coordinator of music for six schools in a southern state. She
has paid back her loans in full, and is deeply grateful they
were there when she needed them. Since 1981, we have had two
young people in college each year. This would have been an
impossibility for us, except for student assistance, at our
income leve:.

As far as the State cf Vermont goes, It would forclose a
college education for a healthy majority of students - per-
haps 4096 - if loans and grants were not an available option
for financing college.
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For those with sufficient resources, college will always
be an affordable experience their chilOren can enjoy. But,
with out some assistance for those families with less income
or assets, we court thn possibility of post-high school edu-
cation leading to an elitest system; with a tw..)-tier sort of
society. Such a situation is contra to our tradition of an
opportunity for all with the ambition to pursue it.

In closing this statement, I refer you to earlier testi-
mony on this subjest, when I appeared before Senator Stafford
and Representative Jeffords in Burlington, VT, earlier this
year. I believe such testimony is on filo with your committee.

I thank you, the members of this committee, for this
opportunity to appear before you.

Senator STAFFORD. Thank you very much, Reverend Henry. We
appreciate your being here and your statement, as we did your ear-
lier statement in front of us in a hearing in Vermont.

One of the Nation's leaders in education is here now. He was the
long-time, able, distinguished chairman of this subcommittee while
I was its ranking member. I know he has been busy on other mat-
ters until now, but, Senator Pell, we are delighted you are here. If
you have any statement, this would be a good time to make it.

Senator PELL. Thank you very much, Mr. Chairman. I apologize
for being late, having been compelled to be by other Senate duties.
I would like to defer my statement, if I could, until we open up this
afternoon and just get the flavor of the meeting here.

Senator STAFFORD. Certainly. In that event, we will go to Dr.
Richard Hull, who is a parent from Gary, IN.

Dr. HULL. Thank you, Senator I would like to thank you for in-
viting me here and I would like to thank the members of this com-
mittee for the good fight they have been putting up for financial
aid. We really appreciate it.

I am from a financial aid family. My graduate career would have
been impossible. I tried to send myself through graduate school and
the first year in graduate school I was flunking out. I worked all
night, 10 hours a night, and went to sleep in my graduate semi-
nars. [Laughter.]

I finally found out that I had to get student aid; went down and
applied for every aid program that they had at the time. I had a
National Defense loan, the maximum. I was on work-study 20
hours a week for the next several years, and my grades went up
and I finished my Ph.D. and I have now become a college English
teacher.

I never chose a profession that earned very much money and I do
not earn much now, but I am able to afford this profession because
I think I can send my kid to the very best schools because of finan-
cial aid only.

For the last 4 years, my wife went to graduate school at Yale
University and she borrowed the maximum on guaranteed loans
that was available. In addition, she borrowed another couple thou-
sand dollars. She is finished with her graduate program now,
except that she is going to be writing a dissertation.
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When my boy applied to go to Yale University, we wrote in our
financial aid application that we owed between us $22,000 on our
own financial student loans. We do not own a house because we
owe these debts.

However, we never considered applying to a cheaper institution
because we were sure that he would be able to get financial aid.
Yale University has what they call a blind admissions policy. They
can afford this largely because they get large amounts of Federal
aid that they can pass out to the students.

When my boy was accepted at Yale, and he is beginning there
this fallhe has a Pell grant, he has a supplemental educational
opportunities grant, he is un work-study, he has a large Yale schol-
arship. He is borrowing $2,500, which is the maximum, in guaran-
teed student loans.

In addition, we, his parents, are going over our already $22,000
indebtedness to borrow $1,900. So, you see, we are a financial aid
family.

The two points that I want to emphasize here are that we never
considered asking him to apply to a cheaper institution. He applied
to Harvard and Yale and was accepted at both. I think they need
students like him and he obviously needs institutions like that.
This is where we get excellence in education.

Why is it that I can afford to be an English teacher? Many times
I have considered going into a more lucrative profession. The
reason is that I knew I was not denying my boy his chance. He has
the chance to go to Yale today because of the financial aid that is
available to him through the Federal programs.

I do not have to give up my beloved profession of teaching litera-
ture and teaching writing. I teach at a school in Gary, IN, one of
the most depressed areas in this country. One-third of our students
are on financial aid, even though the tuition th-re is very low. It is
one of the cheapest schools in the country.

I can afford to do my very best for these students because of the
financial aid I got to allow me to get into this profession, and I can
stay in this profession because my boy can go to Yale on financial
aid.

Thank you.
Senator STAFFORD. Thank you very much indeed, Dr. Hull, for

very interesting testimony. In fact, we thank you all. I may have
one question for the group and I would appreciate each of you re-
sponding if you care to, and that is sort of a two-barreled question.

Do you think your children are getting their money's worth out
of college attendance, and are you concerned about the amount of
debt that they may incur before graduation? Could I start with
you, Dr. Hull, and we will go down the line?

Dr. HULL. We are absolutely overjoyed with the education he is
getting and we are absolutely concerned about the debt that we are
incuk ring. We are already over $22,000. He is going to have $10,000
in student debt by the time he graduates as an undergraduate, and
I expect that he will want to go on to graduate or professional
school. I do not know whether he will be able to borrow any more
at this point.

Senator STAFFORD. You do feel he is getting his money's worth
thus far?
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Dr. HULL. Yes. We think he is going to the best school that there
is, but on the other hand will we be able to continue with it after
he graduates? That is our question.

Senator STAFFORD. Thank you very much.
Reverend Henry.
Reverend HENRY. Well, I would be drummed out of Vermont if I

did not think that UV was giving one of the best educations in the
country. [Laughter.]

Before I came to Vermont, I said live in Vermont; it is the last
place in the world I would ever live. It is; I would prefer to live
there until I am not any more. [Laughter.]

But I believe that our young people are getting an education
my two sons and a daugnter at the University of Vermontthat is
certainly better, even though I still have a dear place in the heart
for a place that Senr tor Pell will recognize, URL

When I consider I paid $500 a year for an education, I am as-
tounded by $7,400 a year for each of my children. I think they are
getting it. And, yes, I am worried because I am a child of a Depres-
sion and the idea of a young person coming out of college with
something around $11,000 to $12,000 in indebtedness scares me.

But thank God for the resilience of young people. They do not
seem to be bothered by the fact that they are going to be in hock
for a number of years. They are getting an education and they are
more than willing to bear the burden of repayment following grad-
uation.

Senator STAFFORD. Thank you very much, sir.
Mr. Dunphy.
Mr. DUNPHY. My sons also attend the best institutions in the

world. [Laughter.]
I say that because I believe that for the reasons that they went

to the schools that they go to, it was for specific reasons. Some of
them wished to attend a school where their friends were attending
school and I absolutely put down my foot and said you cannot go
there for that reason; give me another reason and you can go some-
where else.

Sr I believe the schools that they chose to go to for the reasons
that they wentthey are getting what they expect and they are
getting an excellent education.

I, too, share a concern about their ability to repay $10,000 each
on their education because I do not know where our economy is
headed and I certainly cannot do it for them. That is a concern
and, as I stated in my statement, I guess I would rather see grants
made available to future students rather than loans.

Senator STAFFORD. Thank you.
Mr. Powers.
Mr. POWERS. I have no doubt that it is worth it. My oldest two,

through their formal education with master's degrees, are both
teaching and they are quite happy. The younger of the two just
graduated; took an intensive summer course and graduated in
August.

The oldest one is repaying, and has been for 2 years now, $10,000
on schedule. This one that just got out is about to start repaying, as
soon as the bills start coming, $14,000. They will cope, they will
cope.
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The othersI have a senior, a junior, and a sophomore that are
currently in, and I am not the least bit concerned about their abili-
ty to cope.

Did they get the best out of it? As far as the oldest two are con-
cerned, absolutely; the current ones, I have no doubt, yes. I am
quite satisfied.

Senator STAFFORD. Thank you very much; thank you all, gentle-
men.

Senator Pell.
Senator PELL. I would like to ask, also, a basic question here and

have each of you answer it if you could, and that is, as parents,
what one specific recommendation would you have for improving
the present system of Federal assistance to student education,
maybe again starting with Dr. Hull and working our way down?

Dr. Hutt. Because of our financial situation, what we would ap-
preciate the most is more grants and less loans. We can survive if
you even preserve the system as we have it. The level of indebted-
ness that we are now going into beyond on our own education,
which was about all we could bear, is really mounting up.

Senator PELL. Mr. Henry.
Reverend HENRY. I would tend to agree with those who have

spoken already that perhaps if deemed feasible by those who set
these projects up, perhaps a greater emphasis on the grant possi-
bilities rather than the loans, for the reason that we have ex-
pressed a concern that there is an indebtedness that can mount.

One of mine wants to go to law school, and that is like med
school and you are talking five-figured numbers that would scare
me. But I think grants would be more appropriate than loans
beyond a certain sum of funds.

Senator PELL. We have too many lawyers per capita anyway.
Reverend HENRY. Well, I would not want to tell my daughter

that. She has been waiting for 5 years to try it.
Senator PELL. Mr. Dunphy.
Mr. DUNPHY. I would reiterate that the grant is much more ap-

pealing because you do not pay it back, but I do not think that is
the issue when we are talking about education and the ability to
repay loans.

I am faced with the same situation in agriculture in that I have
loans available to me. It is not that I want a grant to continue
farming or a grant to keep my sons in school. The problem in agri-
culture is profitability and repayment of loans. With the student, it
is his obligation to repay the loan, and if the loan is too large, as in
agriculture, things will not get paid back. Some will get sucked
under. That would be my concern.

Senator PELL. Thank you.
Mr. Powers.
Mr. POWERS. Grants are idealistic; I do not think we will ever see

them. I am quite happy with the system. My reaction came last
January when I took a pen to paper in anger and wrote to Senator
Kennedy when Stockman and Bennett made their foolhardy re-
marks, but I could see the way that the administration, in my
mind, was headed.
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I am quite happy with the systemthe available assistance pro-
grams that are now with us. I am quite happy. I would just love to
keep it the way it is.

Senator PELL. Thank you very much. Thank you, Mr. Chairman.
Senator STAFFORD. Thank you very much, Senator Pell. At this

point we will receive any additional statements submitted for the
record.

[Additional statements submitted for the record follow:]
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Mr. Chairman and Members of the Postsecondary Education

Subcommittee, the American Association of Retired Persons

appreciates Ihn opportunity to submit testimony at your hearings

on reauthorizing higher education legislation.

Today the concept of lifelong learning has clearly "come

of age." In a fast changing society, citizens of all ages,

including older Americans, must acquire the necessary skills

to enable them to cope with rapid technological and social ad-

vances.

This is certainly true in America. Many new jobs today

never even existed 5, 10 or 15 years ago. The computer, for

example, has ushered in numerous new occupations and employ-

ment opportunities. It has also necessitated retraining for

persons whose skills have been rendered obsolete by techno-

logical advances.

.. Changing Work and Education Patterns

Quite clearly, the "graying" of the work force is already

forcing reassessment of existing education and work patterns.

Unfortunately', today, education an,: rk are oftentimes an "all-

or-nothing" proposition. People may go to school full-time for

12 to 16 years, work full-time for another 40 to 45 years and

then retire abruptly at 65 or an earlier age. Many older Amer-

icans would like a different mixture.

Currently, postsecondary education 'tilts very heavily to-

ward the more traditional, younger students--those persons in

the 1B-to-24 age bracket. Educational planning rarely considers

the needs of mature individuals. Our surveys reveal that per-
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sons in their 40's, 50's and above would like greater educa-

tional opportunities. The clear message from our 20-million

membership i 1-110. older Americans are keenly interested in

continning Lheir education or pursuing remedial activities if

their prior education is greatly outdated or at a lower level.

Postsecondary education is ofen essential for older per-

sons who must learn new skills, especially when their present

ones have been displaced by technology. A 1981 Louis Harris

poll revealed that about two out of five persons (39 percent)

55 to 64 years old would either be interested or very inter-

ested in learning new skills or participating in a job training

program to obtain new employment. That same poll made it clear

that employment is a major reason for older persons to enroll

in training activities. For 56 percent of respondents 55 to

64 years old who enrolled in educational_courses, the primary

motivation was to acquire marketable skills.

D. Focus More on Needs of Mature, Nontraditional Students

These 'facts and other considerations provide compelling

arguments to focus more postsecondary education activities on

the mature, nontraditional student. This is clearly a "win-

win" proposition from all vantage points. It is beneficial

for older students, postsecondary institutions, and our nation.

In 1980, more than 47 million Americans were 55 or older,

about one out of every five persons (20.9 percent).in the uni-

ted States. By the year 2000, this number will increase to

nearly 59 million. During the first 20 years of the 21st Cen-

tury, the 55-plus population will soar to almost 92 million. At
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The payoff for our notion an well as older Amoricanu hinges,

though, on a more readily available continuing education program

which is responnivo Lo tho special needs of older Americans.

C. Ilecommendalions

AAPP has two major recommendations to ensure that the Higher

Education Act focuses more attention on the mature, nontraditional

student.

First, all types of student aid under the Higher Education

Act should be available to less than half-time students, including

loans, Pell grants, fellowships, and other financial support.

Currently, federal financial assistance is available only for

students enrolled half-time or more. Many older personL who are

returning to school after several years can only take one or two

courses because they may be working and raising a family at the

same time. Quite often, their responsibilities make it impossible

to be enrolled for the required number of units to qualify for

federal assistance.

The current high cost of education makes it absolutely

essential that persons in their 40's, 50's and above be able to

obtain student assistance. Otherwise, they may simply bc priced

out of the market. This, in turn, can affect their ability to

participate effectively in our society.

In a rapidly changing economy, financial assistance to a

middle-aged or older student can be as critical to success as it

is for a younger full-time student embarking on a first career.

A classic example may be a middle-aged'displaced worker or a

displaced homemaker who must return to tho classroom to become

employed again.
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Currently, most student assistance is provlded to persons in

the l8-to-24 age category. Nontraditional older students aro largely

overlooked or ignored by existing student aid programs. The

availability of student aid to less than half-time students would

be an important step in assuring that older, nontraditional

students can return to school more readily to stay current of

constantly changing requirements in their job.

Second, the experience of AARP's Institute of Lifetime

Learning demonstrates that a need exists to improve support

services for older Americans who take refresher or other con7

tinuing education courses. At this time, there are probably

more questions than answers concerning the problems and solutions.

For this reason, AARP recommends that there be a provision in

the Higher Education Act for a special demonstration program

focusing specifically on issues relating to continuing education

for older mature students. These would include:

What are tha major barriers which prevent or impede

older adults from participating in continuing education

programs?

What steps can colleges, universities, and nontraditional

education institutions take to promote lifelong learning

tailored to the needs of mature, nontraditional students?

How can support services such as tutorial assistance,

remedial aid, dependent care, the use of research

facilities, and others be more readily available to

nontraditional, mature students? Present legislation,

for example, provides for day care allowances for younger

dependents. However, a mature student with an older

2 35
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dependent is not eligible for this aid: although

the need may be as great or greater.

-- What aro the high priority support services that

nontraditdonal, mature students need?

D. 'Conclusion

AARP has taken the lead in promoting continuing education

opportunities through our Institute of Learning, which was

established in 1963. The Institute assists older persons in
meeting their educational objectives through a wide range of
activities and programs.

AARP strongly believes that
educational opportunities should

be available for all age groups. Education should be a lifelong

process to provide both cultural
enrichment as well as the tools

to compete and adapt to a rapidly changing_society.

Older Americans, like younger Americans, should have a wide
range of education options,

depending upon their needs and

desires. Our two proposals, we sincerely believe, will help to
assure that the continuing education needs of older,nontraditional

students will Le better served under the Higher Education Act.

We believe these proposals are realistic and fiscally

responsible. AARP looks forward to working with the Subcommittee

in achieving these objectives.
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COUNCIL FOR AMERICAN

PRIVATE EDUCATION
1025 Bye Strett N.W..Visahhtstan. D.C. 20000

(202) 0594016
Roble( L Smith
Docutlys DOwetor

November 1, 1985

The Honorable Robert T. Stafford
Chairman
Labor and Human Resources Subcommittee
on Education, Arts and the Humanities
U.E. Senate
Washington, D.C. 20510

Dear Mc. Chairmans

On behalf of the Council for American Private Education
(CAPE), I am pleased to submit a statement to the Committee for
its consideration in the reauthorization of the Higher Education
Act. CAPS is an association of 15 national private school
organisations which enroll, in their schools, about 751 of the
nation's private school students or approximately 4.2 million students.
CAPE's member organisations are nonprofit and subscribe to a policy
of nondiscrimination in their admission policies. They includethe followings

The American Lutheran Church
American Montessori Society
The Association of Evangelical Lutheran Churches
Association of Military Colleges and Schools in the US
Christian Schools International
Friends Council on Education
Lutheran Church - Missouri synod
National Association of Episcopal schools
National Association of Independent Schools
National Association of Private Schools for ExceptionalChildren
National Catholic Educational Association
National Bociety for Hebrew Day Schools
Seventh-day Adventist Board of Education, K-12
Solomon Schteter Day School Association
U.S. Catholic Conference
25 associated state organisations

Members: The Anserkan Lohman Chorea American Monk...tort Smiery The Awn .. on of Emniehml I whew, thurchm Aminiatinn ol Windy Collagesnd Schools of the US. Quintino Schools International reitink Comma uo Educeion I uthman Chutch %foo, mood timional Aswiciatton adF.pisomol khools National Associahon of Indepentiem khnoh Manorial Association of PfIVCC Schools ha Faceptinnl Children Neional CadodkEdvanian Assacistion National Society foe Hebrew Day Schools Seventhday Adventin Board ol Education. KI 2 e Solomon Salado. Day khaolAmociation U.S. Catholk Cankrence. Ahociated um orgisnirations in Miriam. California Connecticut. District of Columbi. Nimbi..Gook, Indiana Kans.Maryland. Michigan. Minnesot. Missouri, Montana. Nebenita. New Mask. Oregon. PUMnI0 Rim/. Rhode Island. !enriches, 1%. Virginia. Washington. andWisconsin.
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Our member organizations have several concerns about key
sections of the Higher Education Act. We appreciate the
opportunity to submit a formal statement for the record which
represents the overall concerns of CAPE's member schools.

Fesiatal EiDanDial Aid 2011CY

Our major concern has to do with the serious failure of
financial aid policy to comply with Congressional intent in the
determination of financial aid to private school families.
Congress clearly intended that the educational expenses of other
dependent children would be fully deductible in computing family
financial need. Today these are not deducted in the manner
directed by Congress.

Our organizations have been concerned particularly about the
way in which the National Student Aid Coalition and its
subcommittee the Committee on Needs Assessment and Delivery (COMO)
have been interpreting the language in Section 482a (2)(F) of
Title IV. This section stipulates that expected family contribu-
tion shall be calculated on the basis of several criteria, among
them "any educational expenses of other dependent children in the
family."

The Uniform Methodology, as it has been developed by the
National Student Aid Coalition, places restrictions on the elemen-
tary and secondary school allowance that directly contradict
Congressional intent. The formulas set by the National Student
Aid Coalition imposed a floor of 48 of income on the allowance for
families of recipients of campus-based federal financial aid
Programs for the academic year 1983-84 and added for 1984-85 a
$1,400 cap. In our opinion this was beyond their authority. The
modifications which had been set by the National Student Aid
Coalition resulting in both a $1,400 cap as well as a 4% floor,
were not consistent with Congressional intent in regard to these
statutes. They in fact discriminate against parents of private
school students.

The private elementary and secondary school community stren-
uously objected to these changes and attempted to remedy this
serious departure from legislative intent. They were strongly
supported in this effort by the leadership of the House
Education and Labor Committee and the senate Labor and
Human Resources Committee. To quote from a letter on this subject

!".k. -:--i();) e 4K3
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which you and Senators Hatch and Pell sent to Secretary Bell on
March 12, 1984, "In our opinion, the clear intent of Congress
in enacting both P.L. 92-318 and P.L. 94-482, was to allow
tuition spent for a student in a private elementary and aecondary
school as a simple deduction from effective family income in
determining eligibility for federal postsecondary student
financial assistance. As you know, if such tuition is considered
otherwise, students from these families will either be ruled
ineligible or receive reduced aid from the Pell Grant, SEOG and
other campus based aid programs."

The National Student Aid Coalition's May 9, 1984 decision
to revise and redefine the cap as well as remove to the floor on
the private school tuition allowance is not a satisfactory response
to the objections the private school community has expressed over
the past year. A higher limit on the deduction available to
parents is no more in accord with the intent of Congress than the
51,400 maximum in the previous policy.

We believe there is no sound policy reason for any
cap. To our knowledge, there is no empirical data that would
suggest that the sibling tuition expense deduction is being
abused by high income families seeking to gain a windfall benefit
from the law. To the contrary, the vast majority of families
whose children attend schools of higher learning and incur the high
costs of sending their younger children to nonpublic elementary
and secondary schools do so because of religious, moral or
educational conviction, not because they have large amounts of
discretionary money. The assumption is erroneous that family
expenditures for private elementary and secondary school tuitions
are a purely discretionary use of income.

In addition to the impact on families a directly related
emerging issue is that as college financial aid resources
diminish, private school financial aid programs are being forced to
fund the slack in cases in which parents pay tuition concurrently
to college and pre-collegiate institutions.

Tuition charges in private schools reflect the necessary
costs of operating them without government subsidies. Equating
high tuition with family wealth is highly misleading and is
unfair to the private school families that are struggling
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financially. In fact, a recent aurvey by the National Aesocia-
tion of Independent Schools (NAIS) shows that approximately IS%
Of all students in independent schools currently are receiving
financial aid, two-thirds of the funds for which come from
tuition receipts. Consequently, these high tuitions are in fact
subsidizing the education of their low income families. During
the current academic year, the schools that are members of NAIS
will award over $102 million in financial aid to students.

We urge the Committee to state clearly and unequivocally itsintent in the new legislation reauthorizing the Higher Education
Act that the needs analysis process should reflect the inclusion
of elementary and secondary school expenses in determining a
Person's eligibility for federal financial student assistance.
This can be most expeditiously handled by utilizing the Pell
Grant financial need calculation. The overriding isaue is one of
Congressional intent based on fairness.

Our experience has raised serious questions about the pro-
cess by which the Higher Education Act is implemented. We urge
greater Congressional oversight of this process to enaure that
misinterpretation neither continues nor recurs. We also urge
the committee to adopt provisions which will require the
Secretary of Education, in cooperacion with representatives of
agencies and organizations involved in student financial
assistance, including those representing private pre-collegiateinstitutions to determine annually the effect of any proposed
federal financial aid policies on families who pay tuition
concurrently for pre-college and collegiate education as well as
the effect of federal financial aid policies on school financialaid policies.

law.
The following commenta are on existing provisions of the

TRAGDAL Tainin9 ELOSILANH - Part B

Section 542

Under this section fellowships are awarded to persons who are
in training programs to become special education teachers inareas with a shortage. Fellowship recipients are required to
teach for ar least two years in a public elementary or secondary
school which haa a special education program for handicapped
children. We think this is an excellent incentive for
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encouraging young teachers to enter the field of special
education. However, we do not see why this requirement should be
limited to public school teaching. Fellowship recipients should
also be permitted to fulfill their two-year training requirement
by teaching in private elementary or secondary schools which have
special education programs for handicapped students.

We urge the Committee to broaden the provision to permit
fellowship recipients to fulfill their teaching requirements at
private schools as well as public schools.

CALI D. EALAIAA SAA21ALAAID PLAALAM - Part E

Section 563

Under the sections designed by the 98th Congress to increase
the quantity of pre-college teachers and to improve the quality
of current teachers, we strongly recommend that the teaching
requirement for this scholarship program, Sec. 563 (b)(4)(8),
treat public and private schools the same, instead of limiting
eligible service in private schools to "Chapter I" schools only.

Under this program, for each year of scholarship assistance
received, a recipient is required to teach two years in a public
elementary or secondary school, or if a recipient teaches in a
school serving high concentrations or economically disadvantaged
students, or children with limited English proficiency or handi-
capped students, the service requirement is reduced to one year
for each year of assistance awarded.

Scholarship recipients may fulfill their service requirement
by teaching in a private nonprofit elementary or secondary school
but only in such a school Igigatad and laggsing itudanta in a
district gligible for auistanse sausuant ta Chau= I a ECIA.
On the other hand, recipients may fulfill their service require-
ments by teaching in any public elementary or secondary school.
This provision is inequitable because it treats public school
teachers differently from private school teachers. It there are
restrictions and limitations on private schools at which a recip,
ient may teach, then those same restrictions should apply to
public schools.

Furthermore, the requirements of Section 563(b)(4)(A) of the
Higher Education Act in their treatment of private and public
school tecchers are inconsistent with the provision of Section
465(a)(2)(A) of the same act which treats them equitably. We
recommend that the section be amended to remove the limitation
and this inconsistency.
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Uception to Rama= 2Daili2DA

We also note that Sec. 568 (a) dealing with "Exceptions to
Repayment Provisions," is currently limited to public school
teaching. It hould be modified so that a recipient would not be
considered in violation of the agreement entered into pursuant
to Section 563(a)(4) if the recipient is seeking and unable to
find full-time employment as a teacher in a public el jail/ate
nonprofit elementary or secondary school or a public education
Program. We would recommend an amendment to add private school
teaching as well as public school teaching to clearly indicate
the intent of Congress to treat private schools as equitably as
public schools in the purposes of this program.

Lumbar. CIIMpetancY

Under Section 566(B) we are concerned with the current
requirement regarding competency. Although a majority of private
school teachers are State certified, a large majority of private
school principals do not think State certification is a requisite
for good teaching and nearly half of all prives schools do not
require certification of their teachers. Beca' se potential
private school teachers are included among Car,. D. Perkins
Scholars, we strongly urge that the Committee amend the current
phrase "pursuing a course of study leading to teacher
certification)" to read "pursuing a course of stuey l.:ading to
teacher competency." This change does not in any ',ay vtasken the
intention of assuring that the Carl D. Perkins Scholars are
potentially competent teachers.

UAW= Education - Elamantau and fificondary Education Ralationa

Finally, we urge that steps be taken by Congress to address
the state of nearly total indifference which characterizes the
relationship between higher and elementary and secondary
education.

Although self-explanatory, it is clear from "A Nation At
Risks and other studies that the problems and condition of
education cannot be effectively addressed piecemeal. Schools and
colleges need each other. Their health is mutually dependent.
There should be national recognition of this fact and visible
means put in place to address mutual interests systematically and
effectively. A small group of major college presidents has been
active in this area. Their work is valuable but the scope and
importance of the task requires a federally sponsored strategy.
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We support the creation of a means by which issues which
mutually affect pre-college and college education can be focused
on systematically. We would recommend that an ongoing Commission
be established composed of 12 members, 5 from the college and
university community, 5 from elementary and secondary education
and 2 from the general public, including 2 representatives each
from private and independent pre-collegiate and collegiate educa-
tion to be appointed in equal numbers by the Senate, the House of
Representatives and the President to monitor and advise on issues
in which the well-being of both sectors is mutually affected and
that an annual report covering these matters be submitted to the
Secretary and to Congress.

Althougn the last suggestion may sound radical, it is
greatly needed in our view.

We would also like to take this occasion to urge you and
members of the Committee that any newly created programs consid-
ered and adopted by Congress, especially those providing
assistance for teacher training programs, be designed in such a
way as to treat the public and private school sectors fairly and
equitably.

Mr. Chairman, we respectfully request that this letter be
entered into the record of hearings on the reauthorization of the
Higher Education Act which are being held by this Committee.

Thank you for your concern and consideration.

Respectfully submitted,

,
Robert L. Smith
Executive Director
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Senator STAFFORD. Now, with gratitude from me personally and
the committee, gentlemen, we are going to bring this hearing to aclose. The subcommittee will reconvene at 2 this afternoon. Senator
Pell will open the meeting. I will join him shortly thereafter.

(Whereupon, at llAS a.m., the subcommittee was adjourned.)
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REAUTHORIZATION OF THE HIGHER
EDUCATION ACT, 1985

TUESDAY. SEPTEMBER 10, 1983

[AFTERNOON SESSION]

U.S. SENATE,
SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES,

COMMIT'ITE ON LABOR AND HUMAN RESOURCES,

Washington. DC.
The subcommittee met, pursuant to notice, at 2:07 p.m., in roomSR-385, Russell Senate Office Building, Senator Robert T. Stafford(chairman of the subcommittee) presiding.
Present: Senators Stafford, Kennedy, Pell, and Simon.

OPENING STATEMENT OF SENATOR PELL
Senator PELL [presiding pro tempore]. The subcommittee will

come to order.
The series of hearings that we have begun today on reauthoriza-tion of the Higher Education Act are extremely important. Ulti-

mately, they will affect the lives of millions of Americans and theirfamilies.
To a young black student who is today locked in the poverty of aghetto in one of our major cities, our deliberations literally holdthe key to the dream of a college education. To a young Hispanic

woman whose Pell grant enables her to attend a community col-lege in the Southwest, our work will determine whether or not she
can complete that education which she has begun.

To middle-income wage-earners throughout my own State ofRhode Island who may have two or more children in college, ourefforts here will decide whether or not there is sufficient loan
money to keep those students in school.

And to a middle-aged woman who sees in a return to school the
promise of a better life and job, our labors may well answer wheth-
er or not that promise is to be fulfilled, that dream made into areality.

No one should underestimate the importance of our undertaking.
While the Federal Government contributes only about 13 percentof the total funds spent on higher education, it makes its contribu-
tion in a very concentrated manner. Ninety percent of the Federal
contribution to higher education is in the form of student assist-
ance, grants, work-study, loans, graduate fellowships, special serv-ices, and the like.

(239)
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Thus, while the contribution may not seem much to one overall,
it is crucial to those that count the mostthe students seeking a
college education.

We begin this reauthorization process today in a very difficult
period. Over the past 4 years, the value of student aid has de-
creased by almost 20 percent, while the costs of a college education
have increased by almost 40 percent.

The inescapable fact, therefore, is that we need more money for
student aid. That is particularly true for grants that make it possi-
ble for students from low-income families to attend college.

At the same time, though, we face the necessity to root out
abuses in our student aid programs. We must make sure that the
limited moneys we have are used wisely and carefully. In my mind,
that means cracking downcracking down hardon deadbeats
who cheat the. Federal Government. It means reporting those who
default on their loans to credit bureaus, so that they will have diffi-
culty getting credit cards or any other type of loan until they have
repaid the student loan.

It also means making sure that grants go to those students who
truly need and deserve them, and it means making sure that stu-
dent aid goes only to those students who are serious about their
work and who are completing and passing the courses in which
they are enrolled.

Finally, we undertake this reauthorization under the monstrous
cloud of a dreadful, tremendous Federal deficit. That reality will
affect our deliberations and our decisions. We will inevitably place
limits on what we will attempt and what we can accomplish over
the next 5 years.

My hope, though, is that we will not permit it to warp our per-
spective. I have long contended that the real strength and health of
our Nation is to be found in the sum total of the education and
character of our people. What we do in education today will have
benefits to society for years and years to come. What we accom-
plish in the classroom this afternoon may well unleash the talents
of a new artist, begin the discovery of a cure to a mysterious dis-
ease, or perhaps even lead to the achievement of a lasting peace on
our planet. That, to my way of thinking, is what is ultimately at
stake in the work we begin today.

That is why I think these reauthorization hearings are of singu-
lar importance and I am very glad to see the attendance chat we
have at them.

I am very glad to say that the ranking member of the full com-
mittee is with us. Senator Kennedy, do you have an opening state-
ment?

Senator KENNEDY. Thank you very much, Mr. Chairman. Before
presenting a very brief opening statement, I would like, with the
indulgence of my good friend, the former chairman of the Educa-
tion Subcommittee and now the ranking member of the Education
Subcorimittee, the opportunity to present someone to this commit-
tee who is a distinguished educator and president of Boston Col-
lege.

He has been president of that great university for some 14 years
and has presided over the edcation of some 14,000 students during
that period of time. He has raised the quality of education, im-
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proved the curriculums. and made it truly one of thy outstanding
univereitiee not only in our own State or New England, but
throt4hout the United States

He hal not only rhatinguishod himself as an extraordinary uni-
versity preeident. but ha is also well known to be one of the most
emotive and concerned church men in our State and certainly in
our country

He hae been tirelesa in his work in various community activities.
A. a university and collOps president and as a churchman, he has
used his very generous and extraordinary talents to serve the
people in a wale variety of different civic activities which have en-
riched the lives of all of those who have had the good opportunity
to come in contact with him.

Mr, ChairmanI will not take the time of this committee to
mention meny of its distinguished colleagues, such as my colleague
in the Senate. John Kerry, and a very special friend of all of ours.
the .Itsw of the House of Representatives. Tip O'Neill who have
attended Boston College.

Many on this committee have heard of Doug Flutie. We take a
great sense of pride in not only Boston College as a source of out-
standing academics, but alio on fields as well.

So. It is a real pleasure and a vilege to have Father Monan
join with us today, I know we will nelit from his testimony and I
sm del*hted to have the chance to present an old friend of all of

ours aiW a person that can be of_ great help to us as we are consid-
ering the reauthorization of the Higher Education Act.

I dank the Chair for indulging me in this presentation. I have a
brig opening statement. but I will ask, since the committee has in-
!Zed me this time, to include my statement in the record as if

Senator Burrow ipreeidingl. Without objection, that will be
made a part of the record.

OPENING STATEMENT or SENATOR KENNEDY
Senator Kamsavv. I would like to welcome the distinguished

membere of our Panel and I thank you for taking the time to come
before us today. I would like to extend a personal welcome to
Father Monett who is president of Boston College, one of the larg-
est hrer education institutions in Massachusetts. The committee
has ready heard today 1Vom two other representatives of the
Commonwealth. Michael Meehan and Arthur Powers speak for
thousands of atudents and parents in my state who could not
attend school or educate their children without financial aid.

Over the next several months, the Senate will be working on the
Higher Education Act and assessing the needs of students and in-
stitutions of' higher education. We are charged with a great respon-
sibmaiitia to ensure that our higher education system continues to

the federal assistance needed to preserve and promote
equality of access and freedom of choice for the millions of college
students across the country.

Higher sidition programo are vital to this nation, not only for
Uwe knowledge and jobekills they provide our citizens, but also for
the all-important investment they represent in our nation's figure.
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Higher education is the key to the economic growth and vitality of'
the United States.

During our deliberations on this important law in the months
ahead, we must carefully consider the problems that lace students
and higher education institutions. Over the past several years, we
all know that the buying power of the Federal grants and loans to
students has not kept up with the increasing costs of postsecondary
education.

Because the Pell grants no longer provide the amount of help we
originally intended, more and more students are turning to loans
or deciding not to pursue higher education at all. We are in danger
of producing a generation of debt-laden students. And, we are in
danger of stiffling the growth and human potential of those young
people who turn away from postsecondary school because they can
not afford it.

Our higher education institutions will be faced with grave deci-
sions and choices in the next few years as they experience a de-
crease in enrollment as the World War II baby boom generation
grows older. We must make every effort to preserve the quality
and diversity that our many colleges offer and to help revitalize re-
search programs, libraries, adult and continuing education, and
graduate programs. We must give special consi&ration to develop-
ing innovative programs for teacher training and provide particu-
lar attention to the critical special services lffered under the
Higher Education Act.

Casting a shadow over the reauthorization of this legislation is
the ever present budget deficit. I believe that everone here is com-
mitted to reducing and eliminating the deficit for the sake of our
children and their future. I too stand committed to this goal, but I
will not try to cure this present crisis by creating a deficit of oppor-
tunity for millions of young Americans. We saw how the adminis-
tration planned to balance the budget at the expense of students
when it called for devastating costs in student financial aid in the
President's 1986 budget proposal. We succeeded in preserving the
programs through the budget process and I plan to fight the same
battle should the Department of Education put forth similar pro-
posals in its reauthorizion bill.

I am anxious to hear the testimony of our distinguished guests
and I look forward to working together with you as we reauthorize
the Higher Education Act. I think the law itself expresses the im-
portance of the work ahead of us when it states * * The Na-
tion's economic potential, its strength and freedom, and the quality
of life for all citizens are tied to the equality and extent of higher
education available."

That is our challengethat is our goal.
Senator STAFFORD. The Chair will say that in coming through the

door, we heard the most able Senator from Massachusetts i.eferring
to a wonderful university and, of course, for a minute we assumed
he was talking about the University of Vermont until we saw
Father Monan here; then we knew what he was talking about.
[Laughter.]

Senator KENNEDY. I thank the Chair. As I say, I will include in
the record my complete statement. I just want to commend the
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Chair againSenator Stafford and Senator Pellfor commencing
these hearings.

We have heard from two other of our citizens from Massachu-
setts as well, who come from a different area of the educational ex-
perience. I think there are probably no hearings which are more
important to the future of our country than the ones we are having
here today.

I look forward to working with the chairman and the ranking
minority member as we fashion this legislation, and I look forward
to examining the testimony of all the witnesses.

Thank you.
Senator PELL. Mr. Chairman.
Senator STAFFORD. Senator Pell.
Senator PELL. I also ask your indulgence. I have to be meeting

with some of our colleagues and the President this afternoon. But I
would be remiss if I did not say how glad I am that Dr. Liston is
here. He is president of the Community College of Rhode Island
and a member of the executive board of the American Association
of Community and Junior Colleges and president of the Rhode
Island Association of College Presidents.

He is very active in a variety of extra-curricular activities in
Rhode Island and does a wonderful job running our community col-
leges, which really give a second chance to many of or young
people. I wish him well and I am very glad he is able to take the
time to come down here.

Senator STAFFORD. Thank you very much, Senator Pell. We all
seem to be playing musical chairs this afternoon. I just came from
the Commerce Committee, where I was a witness. I understand you
are leaving for the White House.

Unless Senator Pell has made some different arrangement, I
would like to go in the order in which our witnesses are listed,
which would mean, Father Monan, of BC, you would be first, fol-
lowed by Dr. Liston, Dorothy Cann, and Dr. John A. DiBiaggio.

If that is agreeable, that is the way we will go. So, Father
Monan, we will hear you.

STATEMENT OF J. DONALD MONAN, S.J., PRESIDENT, BOSTON
COLLEGE, BOSTON, MA; EDWARD J. LISTON, PRESIDENT, COM-
MUNITY COLLEGE OF RHODE ISLAND, WARWICK, RI; DOROTHY
CANN, DIRECTOR, APEX TECHNICAL SCHOOL, NEW YORK, NY:
AND JOHN A. DIBIAGGIO, PRESIDENT, MICHIGAN STATE UNI-
VERSITY, EAST LANSING, MI

Father MONAN. Well. Mr. Chairman and members of the sub-
committee, my name is J. Donald Monan and I am beginning my
14th year as president of Boston College, as Senator Kennedy so
very thoughtfully and graciously indicated.

Boston College is the fourth largest private university in New
England, with our 14,000 students in six undergraduate, graduate,
and professional schools. It is a privilege to address you on an occa-
sion I consider to be momentous for higher education.

Although the purpose of these hearings is to provide an opportu-
nity to share our thoughts regarding the needs of higher education,
I would like to take one moment to express a sentiment that I am
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sure will be shared by all of my president colleagues who come
before you in the ensuing weeks.

I would like to express sincere gratitude for what you have done
for institutions of higher education and their students, and to ex-
press my esteem for the manner in which you have provided your
assistance.

My perspective as president of a privately controlled institution
makes that sense of gratitude particularly acute. In a variety of
ways, Congress has recognized their responsibility to assure the
continuation of vigorous and strong independent universities

But permeating the entire array of programs of institutional aid
and student assistance has been an unmistakable tone of admirable
restraint, lest assistance ever overflow into control.

On this committee are statesmen who have furthered the values
of education over decades, and I would like to express to you and to
the Congress our gratitude for the vision and the restraint and the
sincere concern for the interests of students that your past pro-
grams have manifested.

The end result has been an independent sector that, insofar as it
has used federal funds, has become, in a sense, dependent. But I
find in this result neither irony nor paradox, for a degree of benefi-
cial dependency has not meant Federal control. It has rather cre-
ated the paradigm of what perhaps is the genius of our countrya
respectful and effective partnership of individual persons, of pri-
vate institutions, and of Government, cooperating at the juncture
where their own and the national good so clearly coincide.

In the 13 years I have served as president of Boston College, our
freshman applications rose from 6,000 in 1972 to over 16,000 in the
spring of 1985, creating a ratio of eight applicants for each of the
2,000 freshman places available.

I believe this fact alone speaks eloquently about the continuing
desire on the part of America's students for choice in higher educa-
tion. More than 90 percent of the students who applied for admis-
sion-15 of the 16,000 applicantsalso sought resident status at
the college, and over the same span of years of my presidency
annual tuition tripled from $2,600 in 1972 to $7,400 in the year just
concluded.

While Federal assistance to our students in the form of grants
and work-study declined from 5 million in 1980 to 4 million in
fiscal 1985, the college's provision of student aid from its own re-
sources rose from 6.5 million to 16 million in that same 5-year
span, an increase of some 147 percent.

Last year, 62 percent of all Boston College undergraduates re-
ceived some form of financial assistance, and in a poll this past
spring we learned that over 80 percent of our graduating seniors
had incurred debts and over 40 percent of them had debts in excess
of $10,000 for their educational costs.

Although our students who qualify for national direct student
loans are, by definition, in severe financial straits, the default rate
in those programs among our graduates is 4.3 percent.

Mr. Chairman and members of the subcommittee, I shall attach
to my testimony a short appendix containing specific recommenda-
tions of proposals for your consideration. But at the beginning of
these hearings, I would like to reemphasize the critical importance
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of the partnership with the Federal Government on the part of
even the strongest of privately controlled colleges and universities.

Both in 1965 and in your efforts in 1980 when you reauthorized
the Education Act, you reaffirmed the high priority of educational
excellence for the economic welfare of the Nation, and reaffirmed
the responsibility of the Federal Government to promote freedom
of choice to students who wish to participate in postsecondary edu-
cation.

I share the beliefs expressed in those findings, and the Higher
Education Act, as amended, through October 1980 has provided a
solid framework for good national educational policy.

I believe that the amendments required now to continue this
policy need not be complex or extensive, but they must be un-
equivocal in promoting a partnership that supports choice, diversi-
ty and quality within the higher educational community.

Two years ago, with the prospect of reauthorization just over the
horizon, I was serving as chairman of the National Association of
Independent Colleges and Universities. That represents all of inde-
pendent higher education.

Over a 4-day period of evaluating existing Federal programs and
encouraging the most creative of imagination to develop new ap-
proaches, we concluded with an endorsement of the main lines of
c.s.isting programs of grants, loans, and of institutional aid.

Senator STAFFORD. Father, one of the hardest things a chairman
has to do here is recognize the passage of time, and I always feel
badly about it, knowing how much trouble witnesses go through to
be here and prepare statements.

We do have this system of traffic lights here which gives wit-
nesses 4 minutes on the green, 1 on the yellow, and then it is red.
We want you to know that complete statements that you have sub-
mitted will be in the record, but for the sake of the panel that will
follow, and with apologies again to witnesses of your importance,
we would ask if you would summarize now in about a minute,
Father, and then we will go on to Dr. Liston.

Father MONAN. I was just going to draw to a close to indicate, as
is also contained in the appendix, my support for the basic outlines
of the existing legislation and to hope that the program of loans,
grants and forms of institutional aid for types of capital needs that
institutions cannot provide for themselves will be continued.

I would like to express again my gratitude for assistance passed
and my best wishes for the work that you have remaining before
you. Thank you very much, Mr. Chairman and members of the
committee.

[The prepared statement of Father Monan follows:]
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TESTIMONY OF J. DONALD MONAN, S.J.

PRESIDENT OF BOSTON COLLEGE

before the

SUBCOMMITTEE ON EDUCATION, ARTS, AND HUMANITIES

COMMITTEE ON LABOR AND HUMAN RESOURCES

UNITED STATES SENATE

September 10, 1985

Mr. Chairman and Members of the Subcommittee: My name is J. Donald

Monan, S.J. I am beginning my fourteenth year as President of Boston

College, in the Commonwealth of Massachusetts. Though a recent Chairman of

the National Association of Independent Colleges and Universities, and

current Chairmen of the twentyeight member Association of Jesuit Colleges

and Universities, I come before you as a representative of the institution

I serve as President. Boston College is the fourth largest private

university in New England, enrolling slightly more than 14.000 students in

our six undergraduate, graduate, and professional schools.

I certainly regard it as a privilege to address you on an occasion I

consider to be momentous for higher education, as you begin your

consideration of how the Senate may best extend the wise and solicitous

concern for education that you originally expressed in the Higher Education
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Amendments of 1965. Although the purpose of these hearings is to provide

e ducators an opportunity to share our thoughts regarding the needs of

higher education, and manners in which the federal government can assist

our institutions in furthering the national interest, I would like to take

one moment co express a sentiment that I am sure will be shared by all of

my colleagues who come before you in the ensuing weeks.

I would like to express sincere gratitude for what you have done for

institutions of higher education and their students, and to express my

e steem for the manner in which you have provided your assistance. My

perspective as President of a privately-controlled institutions makes that

sense of gratitude particularly acute. The federal government early

recognized that independent colleges and universities provide a beneficial

contribution, indeed, a necessary contribution, to the social and

e ducational and cultural life of our nation. In a variety of ways,

Congress has recognized a responsibility to suture the continuation of

vigorous and strong inderendent universities. Permeating the entire array

of programs of instltur.onal aid and student assistance and encouragement

to philanthropists, ha.. been an unmistakable tone of respect for the value

of education, and of admirable restraint, lest assistance overflow into

control. There are obvioualy on this committee statesmen who have

furthered the values of education aver decades, and I would like to express

to you, and to the Congreas, our gratitude for the exemplary vision, the
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restraint, and the sincere concern for the interests of students, that your

past programs have manifested.

The end result has been an independent sector that, insofar as it haa

used federal funds, has become. in a sense, dependent. I find in this

result neither irony nor paradox, for a degree of beneficial dependency has

not meant federal control. It has, rather, created the paradigm of what

perhaps is the genius of America -- a respectful and effective partnership

of individual persons, of private institutions, and of government,

cooperating at the juncture where their own and the national good so

clearly coincide.

Despite demographic declines and the recent erosion of federal

assistance proposed by the Congress, our independent sector remains

extraordinarily strong and proportionately critical in the educatton of

America's youth. In the thirteen years I have served as President of

Boston College, our freshman applications rose from 6,000 in 1972, to over

16,000 in the spring of 1985 -- creating a ratio of 8 applicants for each

of the 2,000 freshman places available. I believe this fact alone speaks

eloquently about the continuing desire on the part of America's students

for choice in higher education. More than 90Z of the students who applied

for admission to Boston College (15,000 of the 16,000 applicants) also

sought resident status at the College. Over the same span of years of my
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presidency, annual tuition tripled from $2,600 in 1972 to *7,475 in the

year just concluded, and while federal assistance to our students in the

form of grants end work-study declined from $5.170 million in 1980 to

$3.967 million in fiscal 1985, the College's provision of student aid from

its own resources rose from $6.580 million to $16.276 million in that same

five year span (an increase of ome 147%). Last year, 62% of all Boston

College undergraduates received some form of financial assistance to help

them with the costs of education, and although our students who qualify for

National Direct Student Loans are, by definition, in severe financial

straits, the default rate in those programs among our graduates is 4.3%.

Mr. Chairman and Members of the Subcommittee, in these few valuable

moments available to me, I am not going to attempt to describe in any

detail the exact manners in which I believe the federal government should

continue to pursue its partnership with independent institutions and their

students in enriching the educational climate of our country. (I shall

attach to my testimony a short appendix containing specific recommendations

of proposals for your consideration.) I am sure that you and your

colleagues will spend endless hours in weighing and refining *he

alternative requesta that will be expressed to you. Rather, at the opening

of these hearings, I would like to take a moment to reemphasize the

critical importance of the partnership with the federal government on the

part of even the strongeat of privately-controlled colleges and
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universities. The Congress hes made clear in the past, and I fully concur

in their judgment, that sustaining of this partnership on the part of

government is a cornerstone of national public policy. When you. in 1980,

successfully labored to reauthorize the Nigher Education Act, you published

a list of Congressional Findings that, from the viewpoint of the higher

educational community, must remain at the foundation of your current

important deliberations. You said:

"Sec. 101. The Congress Finds --

(1) that institutions of higher education ... are critical to the

future of the American society, and that the Nation's economic

potential, its strength and freedom and the quality of life for all

citizens art tied to the quality and extent of higher education

available ...

(2) that it is the responsibility of the Federal Government ... to

promote freedom of choice to students who wish to participate in

post-secondary education, so that they may select in'n'titutions and

programs which meet their needs and abilities."

I share the beliefs expressed in these Findings. The Nigher Education

Act, as amended through October 3, 1980, has provided the necessary
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foundation and a solid framework for good national educational policy. It

has generally provided, with the Congress' leadership, effective means to

assist institutions and the students they serve. I believe that the

Amendments required to continue federal policy need not be complex or

extensive -- but they must be unequivocal in their continued role of

providing a firm federal foundation in the partnership that supports

choice, diversity, and quality within the higher educational community.

Without descending to particulars, let me enumerate the two broad

areas where I believe it is critical that federal partnership continue.

In a decade that has witnessed since 1980, in my own institution,

Individual costs of education rise from $6,305 to $11,515, continued

federal assistance, in the form of both grants and loans, is essential in

providing genuine choice of institution to students from low and middle

income families. As costs of education have risen, students are obliged to

carry a higher proportion of those costs as each year goes by. This has

meant an increased dependency upon such programs as the Guaranteed Student

Loan, and a discomfiting increase in the Amount of debt with which our

young people begin their lives after graduation. I would hope that the

Senate will continue support for existing loan programs that have been such

a source of sustenance for those who would have no other opportunity for

obtaining those precious last dollars that maks the difference in ona's

choice of an institution. At the same time, however, I hope you will take

57-366 0-86-9 257
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steps to establish grant programs, so that the rate of increase in the

dependency on loans will be halted, or at least slowed. Our students have

demonstrated a humbling willingness to help themselves (as have their

parents), but commendable as this is, we should not allow them to mortgage,

literally and unavoidably, their futures.

If what I have said pertains principally to undergraduate students, it

pe.tains with Increased force to those talented young men and women who

desire to continue in graduate education, both in the interests of their

own careers, and in ways that will serve the national interest. Funds for

support of graduate education are alarmingly small. Even the most intrepid

of students must hesitate before borrowing to underwrite a doctoral program

that will lead to a career in teaching. We are perilously close to losing

a generation of scholars, and this at a time when the economic and

educational and cultural need for a growing cadre of learned men and women

will increase into the next century. I would hope that your deliberations

over the coming months will place special emphasis on the critical needs of

the nstion's graduate students.

While student aid is essential in enabl'ng students for choice, there

is one other form of subvention that I hope you will consider: helping

collages, in their capital needs, to do those things that they simply

cannot do for themselves.
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Colleges and universities reflect unfailingly the increasing

complexity and the increasinG expectations of our changing society. To the

best of their abilities, e. have responded to these challenges. But in a

period of exponential chance, there comes a point when even the best

managed, most successful institutions exhaust their capacity to keep up

with what manifestly must be done. Here is where the federal government

has an opportunity to maks the critical difference -- by a program that

would address the problem of the formidable costs of maintaining

state-of-the-art educational readiness and library holdings and scientific

instrumentation, and in sharing and handing on to students the dramatic

advances in computer and communications technology. Intellectually,

colleges and universities are rapid response entities; fiscally, they are

not.

No one expects the federal government to meet all the capital needs of

higher education, but here again there is an opportunity for shared

responsibility and partnership in meeting forms of capital need that the

very success of our modern society imposes upon us.

Thank you, Mr. Chairman, for the opportunity to appear before you at

the commencement of these proceedings. I wish you and your colleagues

every success in the important deliberations upon which you are embarked.
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APPENDIX

PELL GRANTS

V. recommend that the Pell Grant program be reauthorized and that the

formula be modified to provide more assistance to low-income students on a

two part basis: (1) half of tuition, mandatory fee and book cost for all

eligible low and middle-income students to a maximum of $2,100, 211te (2) a

substantial allowance to cover living expenses for all low-income students,

also to a maximum of $2,100. This process would assure access for low-incoma

students to all types of higher educational opportunities, but would limit

the participation of middle-income students to just half the "price"

charged to them.

SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS

These grants continue to have singular importance to independent colleges.

We recommend that the Supplemental Educational Opportunity Grants programa

be reauthorized to be funded at no less than 15 percent of the appropriations

for Pell Grants. We also recommend that the Supplemental Educational

Opportunity Grants funding be directed at students with the greatest need

for funds (defined as those students whose expected family contribution is

less than one-half of their total cost of education.) We also recommend
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NATIONAL DIRECT STUDENT LOANS

There Le an anomaly in the present system whereby colleges with an effective

program. i.e., a high percentage of cash collections and low default

rate, are penalized hy being ineligible for further capital contributions.

We do not feel that this was the intent of the original legislation and

recommend a reconsideration of this policy.

We further recommend an expansion of the loan limitations for graduate and

undergraduate students to effect the result of both reducing dependency on

tho Guaranteed Student Loan Program and eliminating the burden of concurrent

loam repayments for tha most needy students.

We also auggest an extermion of the authority to forgive or cancel loans

for certain teaching careers and other forms of critical service to the

nation.

Finally, we hope that the program will continue beyond 1990 when the funds

are scheduled to revert to the government.

GUARANTEED STUDENT LOANS

Reauthorize the program increaming the annual loan limits for thome undergraduate.

wbo have completed their first two years of study toward bachelor's

degree and for graduate students to $5,000 and $11,000, respectively.
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Aggregate limits are increased to $20,000 for undergraduates and an additional

125,000 for graduate students. Limit all loans to need remaining after all

Federal grant, work and loan benefits, together with all xpected parental/student

contributions are taken into account. Provide for borrower-requested

consolidation of tudents loans. Repeal the origination fee.

PLUS LOANS

Reauthorize the PLUS Loan Program, making it more attractive to lenders

and, therefore, a more viable program for borrowers, by allowing consolidation

or refinancing of loans, and by allowing secondary markets to adjust

payment schedules with the borrower.

MASTER CALENDAR

Establish a master calendar for the delivery of student aid in order that

the students may plan for their educational costs in a stable environment.

VERIFICATION

Require verification documentation to be submitted on all Federal student

aid applications to prevent any potential misuse of federal monies.
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TAX PROPOSALS

While jurisdiction for revenue legislation does not rest with this

sub-committee, we are also concerned about proposals for revisions in our

tax laws which could substantially reduce contributions to colleges by many

donors, large and small, particularly those who do not itemize such

deductions on their tax returns.

We are also concerned about proposals to eliminate the opportunity for

private colleges to continue to borrow for construction and renovation of

facilities and replacement of academic equipment through the use of tax-exempt

bonds. The lower cost of interest which can be obtained through such

borrowings directly benefits our students.

STUDENT AID AT BOSTON COLLEGE

The significance to Boston College of the programa discussed above can be

measured by the following illustrations:

At Boston College in the academic year 1984/85:

. 60% of our students received assistance from a variety of sources.

. 93% of all Federal aid recipients were dependent upon their

families for support.
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. The participation rate of our undergraduate students in the Pell

Grant program was 10.4E, with average Pell Grant awards of $1,209.

The participation rate of our undergraduate students in the

Supplemental Educational Opportunity Grants program (the other

major Federal need-based grant program) was 13.4% with an average

award of pm.

The participation rate in the College Workstudy Program was 20.0%

for undergraduates and 11.5% for graduates, with average earnings

of lazz for undergraduates and $867 for graduates.

The participation rate in the Guaranteed Student Loan program was

40.2% for undergraduates and 34.0% for graduates, with average

loans of $2,375 for undergraduates and $4,377 for graduates.

. The participation rate in various State Scholarship and Grant

programs was 13.0%, with an average award of §1,125.

The participation rate in Boston College Scholarships and Grants

was 54.4%, with an average award of $1,595.
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Senator STAFFORD. Thank you very much, Father. Let me say
that I am living by the same rules myself. The Commerce Commit-
tee gave me 2 minutes to introduce a prospective member of the
Federal Communications Commission.

Dr. Liston, we would be delighted now if we might hear from
you.

Dr. LISTON. Thank you, Mr. Chairman, members of the subcom-
mittee, Senator Pell from my own State of Rhode Island. Senator
Pell, I would like to report that the humidity in Rhode Island this
morning when I left was 100 percent, which is 10 percent more
than it is in Washington.

My name is Edward Liston. I am president of the Community
College of Rhode Island. I am here representing CCRI, New Eng-
land's largest community college, and the National Council of State
Directors of Community and Junior Colleges.

My comments today are concerned with the future of our Nation,
its economy, its quality of life, and its greatest natural resource
the American people. In the early 1960's, this Nation experienced a
growing awareness that education could go a long way toward solv-
ing the social problems that plagued a significant percentage of the
country's population.

The Higher Education Act of 1965 opened the door to post sec-
ondar y education for many who would not otherwise have been
able to continue their studies beyond the high school level.

Today, 20 years later, the need for the programs funded through
the Higher Education Act are as critical as they were when the
legislation was first passed. We still have substantial numbers of
low-income people, and the numbers of minorities, blacks, Hispan-
ics, Asians, and others are expanding.

We need to make sure that these people have access to the edu-
cation they need to produce the goods and services our economy de-
mands. Community colleges enroll more than half of the minority
undergraduates in this country. Forty-three percent of black under-
graduates, 54 percent of Hispanic undergraduates, and 43 percent
of Asian undergraduates attend 2-year postsecondary institutions.

At the Community College of Rhode Island, we serve over 12,000
students on two major campuses and satellite facilities throughout
the State. Sixty-two percent of our students are women and nearly
45 percent of our students are 25 years of age or older. A high per-
centage work while pursuing their educational goals.

In my view, there are three important aspects of the Higher Edu-
cation Act that particularly relate to students at the Community
College of Rhode Island and our community colleges across the
Nation.

The first is Federal financial aid. Eight hundred and fifty thou-
sand community college students receive Pell grants. For many, it
provides the helping hand they need. Last year at CCRI alone,
2,651 students received nearly $2 million in Pell grants. At my col-
lege, 286 students received $260,000 in Federal college work-study
funds this past year, and 990 students secured $1.6 million in guar-
anteed student loans.

Seventy-five percent of all community college Pell grant recipi-
ents have annual incomes below $15,000. Forty percent of these
students are self-supporting and one-third are minorities.
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In 1979, the maximum Pell grant covered about 46 percent of av-
erage college attendance costs. Next year, it will cover only 31 per-
cent. The most recent available figures show that 70 percent of the
students attending community colleges full time also work; 80 per-
cent of the part-time students work. These people are paying for
what they can in getting their education; they need financial aid.

We, therefore, urge you to give renewal of the Pell grant pro-
gram your highest priority. You can continue to serve the interests
of our neediest students by maintaining the 60 percent ccst allow-
ance and matching further later increases in the maximum Pell
grant with like increases in the cost allowance. To do less will jeop-
ardize the opportunity for thousands of our neediest students to
obtain the support they need to complete their studies, obtain suc-
cessful employment, and make a positive contribution to our socie-
ty.

Developing institutions, title III: Students at CCRI have also ben-
efited from a $600,000 title III grant made available under the
Higher Education Act. Our college is just now concluding a 3-year
effort which has resulted in the development of a comprehensive
computer literacy program for students, faculty and staff, as well
as improved organizational development and long-range planning
efforts.

Technical and Continuing Education Programs: The AACJC/
ACCT Joint Commission of Federal Relations has proposed an
amendment to title I of the Higher Education Act. The proposed
amendment would encourage postsecondary institutions to develop
programs that would be conducted in coordination with the Federal
Job Training Partnership Act and Carl Perkins Vocational Act
Programs.

The Community College of Rhode Island has made major inroads
in the development of partnerships with business and industry. We
provided customized training for employees which results in the
upgrading of skill levels of participants.

We are receiving Federal grants through the Job Training Part-
nership Act to provide basic skills training for youth and adults. To
strengthen ou- linkages with the business community, we play an
active role in local chambers of commerce. I, for instance, serve on
the Northern Rhode Island Private Industry Council, and our off-
campus programs are constantly reaching out to the business com-
munity throughout the State.

You and your colleagues deserve the highest praise for having
the foresight to pass the Higher Education Act of 1965. It has pro-
vided an opportunity for all Americans to better their lives and
contribute to our e-onom.y. It is my hope that you will continue to
provide and expand these necessary and worthwhile programs so
that our Nation and our people can continue to grow and prosper.

Thank you, Mr. Chairman.
[The prepared statement of Dr. Liston and reponses to questions

submitted by Senator Stafford follow]
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Subcommittee on Education, Arts and Humanities

Committee on Labor and Human Reaources
United States Senate
September 10, 1985

Mr. Chairman and Members of the Subcommittee

My name is Edward J. Liston, and I am preaident of the Community College of

Rhode Island. I am here representing CCRI, New England's largest community college,

and the Natiunal Council of State Directors of Community and Junior Colleges.

HY comments today are concerned with the future of our nation--its economy, its

quality of life, and its greatest natural resource, the American people. For the

future of this nation rests on its ability to provide the American workforce with the

knowledge and skills required to remain productive and globally competitive--in anort,

ita ability to educate its people.

The United Statea is facing increased competition from foreign countries. To

protect our quality of life and to keep our economy strong we must remain competitive.

But we can't begin to compete without an educated, higblY skilled populace.

In the early 1960'5, the nation experienced a growing awareneas that education

could go a long way toward solving the social problems that plagued a significant

percentage of the country's population. The Higher Education Act of 1965 opened the

door to postsecondary education for many who would not otherwise have been able to

continue studies beyond the high school level. Thia Act succeeded in breaking down

the barriers that prevented many low income people from attaining the education they

need to live meaningful lives nnd make posiLive contributions to their community and

country.
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Today, twenty years later, the need for the programa funded through the Higher

Education Act are as critical as they were when the legislation waa first passed. We

still have substantial numbers of low income people and the numbers of minoritie.--

blacks, Hiapanica, Wane and others--is expanding. We need to make sure that these

people have access to the education they need to prodce the goods and services our

economy demand,. For many of these people, a college education will not be poasible

without federal student assistance programa.

Renewal of the Pell Grant program should be given the highest priority.

About 850,000 community college students receive Pell Grants.

Community colleges pride themselves on being able to offer an opportunity

for quality education to people who would otherwise not be able to attend

college. We are accessible institutions. Our tuitions are low. And we have a

subatantial impact on the economy of this country.

There are 1,221 community, technical and junior collegea, which enroll as

many as five million .tudenta in credit programs each year. Over 60%, or 3.3

million, register in occupational programs, and 1.5 million are enrolled in

transfer programa that lead to baccalaureate degree.. An additional 1.2 million

atudenta are enrolled in non-credit program. .pecifically designed to enhance job

skills and make them more employable.

Community colleges enroll more than half of the minority undergraduate. in

this country. Forty-three percent of black undergraduates, 54 percent of

Hispanic undergraduates and 43 percent of Asian undergraduates attend two-year

po.taecondary institution..

At the Community College of Rhode Ialand we serve over 12,000 students on

two major campuses and satellite facilities across the state. Sixty-two percent

are women and nearly 45% are 25 years of age or older. A high percentage work

while pursuing their educational goals.
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In my view, there are three impurtant aspc,ta of the Higher Education Act

that particularly relate to student& at CCPI Ant community colleges acroaa the

nation.

Federal Financial Aid

For many, it provides the helping hand they .eno. Last year 2,651 CCRI

students received nearly $2 million in Pell grents.

286 CCRI students received $260,000 in federal co11-ge work study funds and

990 students secured $1.6 million in guaranteed athdent l.ant.

We believe that Pell Granta are the foundetioh ct atudent financial aid.

Combined with aporOpriate self-help, thia prOgram should Fi1vr eY7m the neediest

students an opportunity to attend a local community clere. WitL the rising

coat of college tuition, however, student aid purchasins comm has declined and

the concept of the Pell Grant Program as an access program 144 b:ins rariouely

diminished. Additional slippage could turn student financial Aid into a mildle

clew program.

Seventy-five percent of all Pell Grant recipients have in:omea below $15,000.

Forty percent are aelf-aupporting. One-third are minorities. Tn 979, the maximum

Pell grant covered about 46 percent of average college attendance coats; ..ext year it

will cover only 31 percent. The moat recent available figures Show that 70 percent of

the atudenta attending community colleges full time also work; 80 percent of the part-

time atudenta work. These people are paying what they can for their edu ation. They

need financial aid.

We therefore urge you to continue the Pell Grant Program 83 the basis of any

student aid prOgram and to make the improvements needed to guarantee that students

receive a reasonable level of aaaistance. You can continue to serve the

interests of our neediest students by maintaining the 60 percent coat allowance,
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and matching further increasesin the maximum Pell Grant with like increases in

the cost cap on commuting students. To do less will jeopardize the opportunity

for thousands of our neediest students to obtain the support they need to

complute their studies, obtain successful employment and make a positive

contribution to our society.

Developing Institutions

Students at CCRI have also benefitted from a $600,000 Title III grant made

available under the Higher Education Act. The college is just now concluding three-

year effort which has resulted in the development of a comprehensive computer literacy

program for students, faculty and staff, as well as Lmproved organizational development

and long range planning efforts.

Title III grants for developing institutions have enabled community colleges

to keep pace with larger, more affluent institutions in merting the changing needs of

our constituencies. This program should be continued at current levels so that

colleges may continue to expand their efforts to meet diverse student needs.

Technical and Continuing Education Programs

The AACJC/ACCT .oint Commission of Federal Relations has proposed an amendment to

Title I of the Higher Education Act which authorizes a grants pnwprem to increase the

capacity of postaecondary institutions to serve working adults and other part-time

students, particularly in technical and paraprofessional programs which enhance

economic development and national p.ductivity, end in areas with shortages of trained

personnel.

The propoaed amendment would encourage postsecondary institutions to develop

programs that would be conducted in coordination with federal Job Training Partnership

Act and Carl Perkins Vocational Education Act programs.

The Community College of Rhode Island has made major inroads in the development
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of partnerships with busineas and industry. We provide customized training for

employera of major companies which results in the upgrading of skill levels for

participants. We are receiving federal grants through the Job Training Partnerahip

Act to provide basic skills training for youth and adults. TO strengthen our linkages

with the business communities, we play an active role in local Chambers of Commerce.

I serve on the Northern Rhode Island Private Industry Council. Our office of Off

Campus Programs is constantly reaching out to the business community to see how we can

meet their needa.

The linkages between colle.es and buelness and industry can have a significant

impact on the economic development of their communities. These linkages need to be

strengthened and expended and I would atrongly favor any program that can facilitate

thia effort.

Conclusion

As you consider reauthorization of the Nigher Education Act, I would ask that the

following provisions be includeds

1) Adequate student financial assistance so that no one is barred from an

opportunity for postsecondary education because of costs

2) Adequate assistance for institutions willing to provide training for jobs and

programs designed to improve the skill level, size and productivity of the

American workforce,

You and your colleagues deserve the highest praise for having the foresight

to peas the Nigher Education Act of 1965. It has provided an opportunity for all

Americans to better their lives and contribute to our economy. It is my hope

that you will continue to provide and expand these necessary and worthwhile

programs so that our nation and our people can continue to grow and prosper.
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Flanagan Campus. 1762 Louisquisset Pike, Lincoln, RI 02E46545E45 401.333.7mo
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Office of Ifie President

OctobeA 11, 1985

The Nonoubte Robent T. Sta66oAd
ChaiAman
Subcommittee on Education, WA
and NumanitieA

United StateA Senate
WaAhington, DC 20510

Dean Senat6A Sta66oAd:

I appneciated the oppoAtunity to appeak be6ou the Subcommittee
on Education, Ants and NumanitieA to te4til5y on the Reauthonization
o6 the NigheA Education Act. Pteabe paAdon my detay in AeAponding
to your:. queAtionA.

1. In my view, pa/Lentz Ahoutd bean a Aigni6icant poAtion
o6 the 6inanci4t buAden o6 a chi2d'8 highet education

at att po,s4ibte. The 8tudent AhouA4 atAo make a AeaAonabte
contAibution by woAking pant time and duAing the AummeA
monthA i6 it doeA not inteque pith acadiumic pugAeAA.
State and 6edeAat govemment4 Ahoutd make a Aub.stantiat
inveAtment in the higheA education o6 AmeAica'.8 youth
becaue o6 the obviou4 tong term Aociat and economic
bene6it4 to the nation. Educationat inztitutionA Ahoutd
contAibute atAo accoAding to theiA mean4 a4 i4 now the
ca.se.

2. I ogee with FAank Newman, Pneoident, Education CommizAion
o6 the State4, and authon o6 a Aecent Atudy undu the
aw4p4ce4 oo the CaAnegie CommizAion when he made the
obAeavation that Atudent toan4 have been detAimentat
in Aome neoecta to ztudents and to the nation. Many
young peopte ant pkectuded 154om entening pubtic zuwice
occupation4 upon gAaduation 6Aom cottege becauAe o6 the
dinect buAden they have incumed white ge.aing Ada
degnee. Fox tOW Cobt in6titUtion4, I 6eet that.the Pett
GAant pugAam i4 abAotutety vitat atong with the 6edenat
wonk Atudy pAogAam in giving peopte the oppoktunity to
puicAue highen education without mottgaging thein 15utute.
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3. 1 do not Sea that the paeAent levet oti Sinanciat Auppont
iA inadequate in6o6a4 aA the rumba o6 atudenta Aenued.
The amount oS aid peA Atudent (Pett Gnant) Ahoutd be
4neiLeCtrabecatt4eo6 inStation.

4. Itustita2oru. Ahoutd be accountable Sok d.jetoping, pubtiehing,
and monitoning a Atandand (IS AatiASactoky paogne44 Sok
4tudent4 keeeiving Sinanciat aid. Th4.6 Atandand doeA
not (and Ahoutd not) be uniSonm, but Ahoutd be amsonabte
Son the type oS inAtitution and 4tudent6 Aenued and conAiAtent
with the ovenatt AtandandA oi the cottege ot uniuemity.

With wartme.s.t negm.d.s, I am

tem

Vouu Airmen

Ethowtd J. L ton
PaeAidemt

X../

Senator STAFFORD. Thank you very much, Dr. Liston. I think I
can speak for the committee when I say that if the Nation's econo-
my and debt structure improve, we would be the first to try to
expand the programs that we have that support higher education
because this committee is convinced that the Nation's future de-
pends upon the caliber of education that we have and the access
and equality of opportunity that American youth have to receive
an education through postsecondary years.

I think most of you who are in education know how difficult a
time we have had the last few years to keep the programs that we
have got. But I think I can say that I expect the programs we have
supporting higher education will remain in place through as many
years ahead as I can see, and that is realistically 31/2, maybe, in the
Senate. [Laughter.]

They will certainly not be diminished in that time period. If the
possibility occurs for us to increase them, we intend to do so.

Ms. Cann, we would be very glad to hear from you.
Ms. CANN. Thank you. Mr. Chairman and members of the com-

mittee, I am Dorothy Cann, the director of Apex Technical School
in New York, which is a proprietary postsecondary institution.

As a former financial aid director and a past title IV recipient
myself, I appreciate the opportunity to address you today.

For the past 10 years, I have been actively involved in a variety
of financ:4 aid activities, including an appointment in 1976 to a
panel of eA .1rts on the new funding process. For the past several
years, I h.e served as a liaison to the Department of Education
for the proprietary school sector, and presently I serve as the treas-
urer of the National Student Aid Coalition.

But today I would like to comment and make suggestions on the
proprietary sector as it relates to the title IV programs, but I also
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come to you today to ask you a question about our ci unity', future
folino fer training today's citisens for tomorrow's Job:

I believe title iV ie not only essential am part tit this plan, but
provides* the moat effective and flexible means to adriri-vi training,
retraining, and educational needs of our adult populist

APEX Technical School is located both in New York Vity and
Fori Lauderdale, PL, and wo train 3,0(X) students a yoar in trades
such ae diesel mechanic*, auto mechanics, auto body repair, ',frig.
oration and aid conditioning In 1984, in a joint venture with the
French ikerernment and the Paris ChamWr of Commerce, we

the Frenrt, Culinary Institute, which teaches the basics ofrreirlat cIsmorti flaking
I believe that APEX and t hr French rohnary Institute represent

the nontraditional studelts What dos* t hot profile of the nontradi-
tional mudent mean" Weil. find, let us look at some of the realities
in the present state of the American economy and education.

As we know, the economy of the United Slates I. shifting from
an industrial beer to a service and a high-technology base. Four outof future jobs will require training, but not necessarily a col.

kirinskilled workers proliferate in this country, primarily due tothe large dropout rate among high school*, especially among mi.
nority youth. For example, In my State of New York, one of the
States mogt committed to education, fgi percent of all blacks in the
State over IN have not completed high school, nor 58 percent of all
Hispanics.

Not only do unskilled workers proliferate, but we now face the
challenge of competing in a world labor market. American manu-
facturers are increasingly taking advantage of low-cost production
labor in other countries, and what this means is that the higher
cost to the American worker must be commensurate with an in-
crease in their skills.

So we need facilities to provide new training and familiarity
with high technology. Finally, the Ameriiin adult changes careers
and jobs an average of five times in their lifetime. So how are we
going to rams these problems of the displaced worker, the career
changer and the high school dropout?

If one is laid off or if one is underemployed and if one is a view
immigrant to this country with no marketable skills, where is one
to turn? If four out of five jobs will not require a college degree,
who is going to provide the skills training, industry?

would point out to you from a professor at Stanford, Lewis
Mayhew, in his book "Higher Education of Occupations"studies
show that only large corporations operate formally organised edu-
cational training programs, and these are more frequently for man-
agerial and professional staff than for technical or skills-level
workers, thus the need and the mission of career schools.

In fact, today proprietary schools provide 70 percent of all the
postsecondary vocational training in the United Slates. While it is
true that proprietary school suWents have benefited from title !V,
they are not being treated fairly in regard to certain title IV poli-
cies.
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At almost every level, these programs present discriminatory
problems for our students, from the state allotment forumulas
through to the application for the Pell grant itself.

Some of these problems stem from legislative action, while others
are derived from Just arbitrary decisions made within the Depart-
ment of Education itself. Let me give you some examples.

In the application for the Pell grant, the Department of Educa-
tion has repeatedly refused to use the term "postsecondary institu-
tion." It only refers to colleges in applying for the grant.

The formula for disbursing campus-bawd aid to institutions, and
specifically to clock hour schools, uses a different formula and has
more limiting criteria. Title IV funds are disbursed in SSIG to
many States that do not allow proprietary school students to par-
ticipate in these programs.

Clock hour students are required to do 20 percent more work for
any title IV dollar they receive, and the calendar that the Depart-
ment uses is not sensitive to the needs of the nontraditional stu-
dent.

These are but some of the inequities that occur, and given the
needs of our country for skilled labor and given the vision that
Congress displayed when these programs and institutions were
deemed eligible to participate in title IV, I am sure it was not in-
tended that these obstacles and discriminatory practices should
limit their eligibility.

So today I would ask the Congress to include in the reauthoriza-
tion language a simple statement which prohibits the Department
of Education or any State agency receiving title IV funds from dis-
criminating against proprietary school students.

Thank you.
[The prepared statement of Ms. Cann followsl
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SUBCOMMITTEE ON EDUCATION,
ARTS AND HUMANITIES

Tuesday, September 10, 1985
SR-385 Russell Senate Office Building

Testimony of Dorothy Cann

Mt. Chairman and members of the Committee, I am Dorothy Cann, the
Director of the Apex Technical School, a proprietary, postsecondary
institution based in New York. As a former Financial Aid Director and
a past Title IV recipient, I appreciate

the opportunity to address
this subcommittee. For the past ten years I have been involved in a
variety of financial aid activities,

including appointment in 1976 by
then Commisisoner of Education, Ernst L. Boyer, to a panel of experts
on the new funding process. For the past several years, I have served,
as a liaison to the Department of Education

for the proprietary school
sector and presently I serve as the Treasurer of the National Student
Aid Coalition.

Today, I would like to comment and make suggestions on the
proprietary sector as it relates to the Title IV programs. But I also
come to you today to ask about our country's

future plans for training
today's citizens for tomorrow's jobs. I believe Title IV is not only
essential as part of this plan, but provides the most effective and
flexible means to address the training, retraining and educational
needs of our adult population.

Apex Technical School is located in New York City with a branch
campus in Fort Lauderdale, Florida.

Apex trains over 3,000 students a
year in such diverse trades as welding,

diesel mechanics, auto body
repair, auto mechanics, refrigeration and air conditioning. In 1984,
in a joint venture with the Paris Chamber of Commerce, Apex opened a
new branch, The French Culinary Institute,

which teaches the basics of
French classical cuisine. Our educational philosophy at Apex is to
offer a maximum amount of vocational training in a minimum amount of
time. Time is precious to our students. For every hour they ate in
school is an hour they are not working to earn a living.
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Our tudents differ from the traditional college student. The

average Apex student is a 25-year old male from an ethnic minority

group. Forty-five percent of our tudents do not have a high chool

diploma or its equivalent. We train a fair representation of whites,

blacks, hispanic., Asians, immigrants, unemployed, underemployed and

displaced workers. Schools like Apex are in the forefront of

responding to the needs of an economy changing from an industrial base

to a service oriented one, and to one of higher technologies.

At the French Culinary Institute, on the other hand, our students

are non-traditional but in a different way. The average age is 31,

40% haw some college background, 30% are college graduates. Slacks,

Asians and Hispanics are in the minority and the average income level

is middle-class or better.

I believe that Apex Technical School and the French Culinary

Institute, each in its own way, represents the non-traditional

student. With variations due to local demographics and type of

programs offered, they are representative of students at career

schools across the county. What does this profile of the

non-traditional student mean? First let us look at some realities of

the present state of the American economy and education:

1. The economy of the United States is shifting from an

industrial to a service and high technology base.

2. Pour out of five future jobs will require training, but not

necessarily a college degree.

3. Unskilled workers proliferate, primarily due to the large

percentage of high school dropouts, especially among minorlzy youth.

Por example, in my state of New York, one of the states most committed

to education, 53% of all blacks over 18 have never completed high

school; 58% of all hispanics have nevlr comi.leted high school.

2
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4. Not only do unskilled workers proliferate, but we now face
the challenge of competing in a world labor market. American
manufacturers are increasingly taking advantage of low-cost production
labor in other countries. The higher cost of the American worker must
be commensurate with an increase in skills, so we need facilities to
provide this training and familiarity with the new technologies.

5. The American adult changes careers/jobs an average of five
times during his/her lifetime.

How are we going to address the problems of the displaced worker,
the career-changer, and the high school dropout? The opportunity to
pursue further education and training as an adult is one of the most
cherished aspects of the American educational system, and critical if
one is forced to change careers due to a changing economic
environment. If one is laid off, if one is underemployed, if one is a
new immigrant to this country without marketable skills, where is one
to turn? If 4 out of 5.jobs will not require a college degree, who is
going to provide the skills training? The colleges? Industry? The
apprenticeship system? According to Dr. Lewis B. Mayhew, Professor
of Education at Stanford, who wrote in 'Higher Education of
Occupations":

" ... Careful observers of the apprenticeship system judge it

generally inadequate to prepare the large number of skilled workers
which the technological society demands. Trade unions limit the
number of apprentices accepted, in part to protect job equities of
their members. Employers frequently restrict apprenticeships on the
ground that it is more efficient to pay overtime to experienced
workers than to pay low wages to less experienced and less effective
apprentices. Another alternative is to expect business and industry
to provide extensive educational programs ... Other studies, however,
... (show) that only larger firms operate formally organised
educational training programs, and that these are more frequently for
managerial and professional employees than for technical or skills
level workers."

3
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Thus the need for Apex exists. Not lust Apex and the French

Culinary Institute, but most career schools are filling that need:

making people entry level ready with skills needed to enter the work

force or to respond to the chang y needs of industry. For example,

Apex retrained displaced workers from the Mahwah, New Jersey Ford

Motor Co. plant and workers f.Jm the Seatrain Shipbuilding Co. in the

Brooklyn Navy Yard. In fact, proprietary schools provide 70% of all

postsecondary vocational training in the United States today.

Thirteen years ago the Congress had the foresight to recognize

this fact and extended Title /V programs to the non-traditional

students in proprietary schools. Some points made in a 1903 study

conducted by the National Commission of Student Financial Assistance

illustrate the success of that act in providing training opportunities

to a large share of the populations

1. Nearly two-thirds of students at private career schools

applied for financial assistance;

2. The private career institution sector is providing financial

assistance to individuals with an average age of over 25,

3. 54% of those receiving financial assistance are from minority

groups:

4. 56% of those receiving financial assistance come from

families with incomes under $6,000, and

5. These institutions serve a greater proportion of independent

or self-supporting students than other postsecondary sectors; 54% of

those receiving aid at a private career school do not Lae any

parental support.

I would hope that it is clear to the committee how important

Title IV funds are to the fulfillment of our national economic and

educational goals.

4
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On the other hand, although proprietary school studnts have

benefitted from Title IV. they are not being fairly treated with

regard to certain Title IV regulations. At almost every level, these

programs present discriminatory problems for our students, from the

state allotment formulas through to the application for the Pell Grant

itself. Some of these problems stem from legislative lingua%) while

others derive from arbitrary decisions made in the Department of
Education.

Let me give you some examples:

1. In the application for the Pell Grant itself, the Department

of Education has repeatedly refused to use the term postsecondary
institution. The form is an application for °colleges." Given the

lack of information disseminated on these programs in general, this

sole reference to colleges could confuse tudents over whether Pell

Grant funds could be used at career training schools. I believe the.

term postsecondary institution is essential on the application.

2. The formula for disbursing campus-based aid to clock hour

schools uses different and more limiting criteria. In applying for

campus-based aid (MG, NM, CMS), proprietary schools must count

only students enrolled in eligible programs for Title IV funds, making

adjustments for students who do not complete the course of study.

This seems a fair way to report enrollment. Hut these funds are
dispersed on a afair-share° basis. We share these funds with
universities and colleges. The enrollment figures that universities

and colleges report are taken from Regis data which include many

students and programs that are not Title ry eligible. In their case,

there Is no adjustment made for students who do not complete the

academic year. How can it be said that we are participating in

fair-share if we are not comparably evaluated? To illustrate my

point, the students at Apex Technical School qualified for $1.6

million in Pell Grant aid last year and their total sE0G allotment was

$50,000. Meanwhile, at the University of California Irvine, the total

Pell expenditure was $2.1 million (31% more than Apex) but they have

an SEOG allotment of $529,000 (1000% more than Apex).

5
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3. Title IV funds arc diLgersed to state grant programs although

they discriminate agairst the career school tudent. Each tate is

allotted SING funds base0 cn the number of tudents enrolled in its

postsecondary schools, and IL can incorporate these funds into its

state grant program. Most states have excluded proprietary chools in

their SSIG programs, but t4ey ore more than happy to count proprietary

school students in asking for federal funds under the tate allotment

formula. I would ask the Senate to deny SSIG funds to those states

that ignore the needs of proprietary school students in their state

grant programs.

4. Clock hour students are required to do 20% more work for any

Title IV funds they seek. Most traditional schools measure a student's

course load by credit hours, while most trade schools use clock hours.

The Department of ?ducation has chosen to set 900 clock hours as the

equivalent of 24 credit hours. Under this definition a full-time clock

hour student must attend 24 houzs per week for 37 and 1/2 weeks in

order to be eligible for a full grant. The average full-time college

student attends class 12 hours per week for 30 weeks. In other words,

a non-traditional student entering school on September 17 would have

to attend until May 24 of the following year, without even Christmas

Day off. The Congress itself has defined a full clock hour year as

720 clock hours in Veterans Administration legislation. When presented

with these inconsistencies, the Department of Education has failed to

justify its position. (See addendum).

5. The calendar that the Department of Education uses to

administer Title IV funds is not sensitive to the needs of

non-traditional students. We have students who start classes all year

round. Someone who is out of work needs training immediately. If

laid off in June, he/she wants to start training in June. Pell Grant

applications for an award year are not accepted after May 1 of that

award year. Students starting school between May 1 and June 30 can

not receive their grant until July 1.

6
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These are but some of the inequities which occur in Title IV

administration. Given the needs of our country for skilled labor,

given the vision that Congress displayed when these programs and

institutions were deemed eligible to participate in Title IV, I am

sure it was not intended that obstacles and discriminatory practices

should limit their eligibility. I would ask that the Congress, in the

reauthorization process, examine these issues carefully in order to

provide freedom of choice to the non-traditional student, along with

unrestricted access to and equitable participatiun in the Title TV

programs.

Thank you for this opportunity and I will try to answer any

questions that you might have.

7
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ADDENDUM

DOROTHY CANN TESTIMONY
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CLCrHCURODNVERSION ADDENDUM

THE ISSUE

Some privets vocstionsl schools hove elected to change their method
of measuring student progress from cltick haute to Credit hours. The
Department Of Education's Office of Inepector general has expressed
concern that the conversion to credit hour

measurement hos resulted Li.'
an excessive increase in the Pell amount awarded to students.

The issue cd conversion has arisen before. The Department of
Education decided at that time the accrediting commissions were the
proper authority to review conversion requests. Bowyer, it is necessary
to review tie issue at this time because of its relationship to other
areas of conoern.

The conversion issue is complicated by the problem of conflicting
definitions of whet determines an academic year in those schools which
measure courses in clock hours. Different definitions are used by:

1. Department of Education

2. Veterans Administration

3. Social Security Administration

In a remorandlin from James Moore to Peter Voight dated July 9.
1979, Mr. Moore stated:

°He (Department of Education) should refer any present or
future institutional requests for clock hour to credit hour
conversion to the appropriate ccrediting group for review and
approval.

'Finally, as we agreed at our last meeting with the
accrediting groups, we should only employ the clock hour to
credit hour conversion as a problem solving technique when a
specific case arises."

The purpose of thisimper is to provide a discussion of the means
by which fair and quitable equations of clock hours to credit hours
can be established for all institutions.

It is in the interest of all parties (students, the Department of
Education, the accrediting commissions, end the schools) to develop fair
and representative cclicies to speak to these issues.

BACKGROUND

Because of their traditional focus on °hands-on° lab work (versus
the lecture and outside preparation orientation of traditional education),
private vocational schools have generally measured a student's progress
in clock or contact hours. Although no definition of credit hour exists
in the Department of Education regulations, a history of the presumed
equivalency (of clock hours to credit hours) can be found ty examining
the minimim course work that is required to receive one academic year of
financial aid.

*Submitted to Department of Fducation, nffice of StudentFinancial
Assistance by NATTS, A1CS and ACE. 5/11/S4

285



280

DEPARTMENT Of ODUCAT1CN

1972 to 1978

Initially, under the PELL Grant program (then 8E0G), the amount of
tudent's grant was based on a combination of the length of the program

and a minimum number of Clock hours per week. There was a discrepancy
between PELL and the Campus-based academic year. A student received a
full-time award in Campus-based for attending a minimum of eight months
at 24 clock hours per week, approximotely 760 hours (32 weeks a 24 clock
hour.). Homer, an arbitrary figure of 1200 clock hours was assigned
as equal to a lull-time year with regards to the PELL (11E0G) grant.

1979 to Present

On January 24, 1979, new set of regulations was issued which
introduced the concept of quantity of training rather than elapsed time.
This regulation, for xample in the GSL program, redefined the minim=
program eligibility from six calndar months to 600 hours. Thus, education
was measured not in the length of the time it took to complete a program,
but rather in the actual amount of training which occurred. At the same
time, the minim= amount of instruction to qualify a student for a full
academic year ems decreased from the previous 1200 clock hours to 900
clock hours and for Campus-based was increased to 900 clock hours.

This change was apparently justified by the following assmotions.
According to comnunity standards (see page 5), leb instruction is converted
on the basis of 30 hours squalling one semester credit hour and 45 hours
of shop equalling one semester credit hour. If the curriculum Imre half
lab and half shop, then an aporopriate conversion would be 37.5 clock
hours for each credit hour. This %mold result in 900 hours equalling 24
semeater credit hours, the minimum definition of academic year for
schools measuring in credits.

VETERANS ADMINISTRATION

In 1979, the Veterans Administration reduced its minimum full-time
definition from 30 for hands-on dominated programs and 25 for theory
Zominated programs to 22/18 respectively for clock hours per week, and
tram 15 to 12 for credit hours per week.

At the same time, the Department of Education decreased its minimum

requirement for a full-time student from 15 to 12 credit hours per week;
Lowever, they did not decrease the parallel requirement for clock hour
schools.

According to the appendix of the regulation, the 900 hours were
based on the veterans Administration's previous requirement of 25 clock
hours per wee,. times 36 weeks (nine montha). The Veteran+ Administration
then reduced Vas requirement to 22 hours per week for shop-oriented
COUrses (792 total clock hours) and 18 hours per week for comma which
consisted primarily of theory-related work (648 total clock hours). It
is significant thetas early as 1979 the veterans Administration recognized
that ocivate vocational schools are not necessarily homogeneous and vary
as to the degree of theory taoght.

- 2 -
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Social Security Standards

Unless a student was in postmecondery school prior to Hey 1, 1982
or is under age 111, Students are no longer eligible to receive Social
Security benefits for attendanoe at postsecondary school*.

Rbe Current standard' tate the definition tor full-time status is
20 hours a week for 16 weeks (720 tota) clock hours).

Increased Theory at Private-Vocational Schools

The majority Of curricula at private vooetional schools contains
greater element of peactice than is the case in traditional higher
education. In fact, the equivalency of 900 clock hours to 24 credit
hours ney have been reasonable when private

vocational education was
almost entirely *hands-cm.° However, as more private vocational ochoola
novo into theoretical courses concerned with high technology, and as
more community colleges and private institution. move tcwards occupational
specialities, the distinction. between the two :hectors has been blurred.

CIANUNITY STANDARDS

Although Department of Education regulatione contain no prescription
for conversion, there is considerable uniformity in the standards set
forth by the higher education community to determine credit hour equivalences.
(See Appendix for a list of organizations and manuals which all suggest
identical conversion formula.)

We assume the Department of Education follows these comminity
standarls for assigning academic credit:

I. one semester credit hour for each fifteen classroom contAct
hours requiring 30 hours of outside preparation or equivalent:

2. one semester credit hour for each 30 hours of lab work plus
the neoessary outside preparation or equivalent:

3. one semester credit hour for 45 hours of shop instruction
(contact hours or equivalent).

fUll -time semester academic year (AY) (credit hours) 24
Pull-time academic year (Ay) (awl hours) . 900
Pull-time quarter academic year (AY) (credit hours) m 36

Coeaunity Semester
clock Ho4rs Needed To

Complete AU mo Defined In
Course Type Conversion Formula AY Credit Credit Hour Definition
100% Theory 15 Hours 24 360
100% Lab 30 Hours 24 720
100% Shop 45 Hours 24 1,080

Clock Hours Needed To
Community Quarter Complete AY As Defined In

Course Type Conversion Formula AY Credit Credit Hour Definition

100% Theory 10 Hours 36 360
100% Lab 20 Hours 36 720
100% Shop 30 Hours 36 1.080
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cAse SAMPLE RO. 1

Institution Erm

Universal Technical Institute Auto/Diesel Mechanics

Phoenix, AZ

mesa ccrounity colleqe

Yava Pai Ccounity College

Auto/Diesel Mechanics

Auto/Dieeel Mechanica

off$01.1wkliasIONIMINIIIIONImiaNAPOPOINOWNIMINOW0=MMIM

Inatitution

Apex Technical Institute

New York, NY

New York Cit7 T*chnical

College

(both technical and

general requirements)

Clock Noun

600 - Lecture

2384 - Lab

5214 Shop

TITT. - TOTAL

1,6 Pell Award

510 - Lecture

435 - Lab

945 - TOTAL

1,0 n Pell Award

465 n Lecture

750 - Lab

1,215 - TOTAL

1,4 - Pell bard

Credit Hours

45.3 Lecture

Lob

11.6 Shop

TorAL

2.7 is Pell Aimrd

34 - Lecture

41.5 Lab

TO -TOTAL

2,0 - Pell herd

31 -Lecture
25 Lab

- Its
2,3 - Pell herd

CASE SAMPLE NO. 2

Regrigeration,

Air Conditioning and

Appliana Training

Enviromental

Control Technology

Neating/Air

Conditioning

Clock Hue

345 Lecture

280 Shop

625 TOTAL

.69 - Pell Attrd

675 is Lecture

IL32 - Shop

2471) TOTAL

2,3 Pell Attrd

23

Credit Noun

23 - Lecture

6 Ski)

29 TOTAL

1.2 Pell lewd

45 Wet=
31 Shop

TONI

3.1 s Pell bard
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Classroom work le seemed to be theory and lecture. Lab work is
assumed to contain some didactic instruction andelemonstration, es well
es require Outside preparation, albeit lees than is the ass for theory
Classes. Meow,' le considered to Consist mostly Of practicing skills
to increase *pod or sroticienCy and not to require outside preparation.

present My Profile of NhTTS School.

le6,r_loptimi_w_rIenPlialoteetaloNMTSinstitutionsatoosthatoxiffatel
half couraewor a now en . noe se
courses have the saes outside Drecaration requirements as those7ound In
traditional higher education. The equivalence of 15 hours ifor I credit)

is accrorriste for theory houra.

Mese are not isolated incidents, but rather represent the norm st
numerous comunity colleges teaching identical career occupetions as
taught at private vocational institutions.

RECOMMENDATICNS

Thus we continue our recommendations thin:

Clock heur students be treated equally with credit hour students
when receiving student financial aid.

Department of Education recognize the highly diverse curriculum
found in proprietary schools.

Accrediting commissions continue to provide the direction in
differentiating between theory, lab and shop.

Requiring 900 clock hour academic year is excessive and should
to reviewed to asmire it is appropriate to the varied courses
offered by schools.

If courses are primarily lab and shop, conversion to credit hour,
using current community standards, will result in the same number of
academic years, in that 900 clock hours would convert to 24 credit

hours. Other courses, however, have considerably greater theoretical
corponents and thus outside work. In those instances, less than 900

hours would equal a 24 credit academic year.

The ownership utatus of the institution should not in any way
impact how oxich aid a student receives. If the clock hour equivalency
of an academic year were equitable, there would not be an incentive to
convert. The fact that some credit hour and cloaThour accredited
institutions receive different awards for the same program and student
effort, is an inequity to students that should be avoided.

Clear directives will continue to te crovided by the accrediting
commissions so that they can closely review any request to convert from
clock hour to crecit hours. The existing community standards should be
relied upon, and schools should be required to submit copies of their
curriculum to the accrediting commissions so that the appropriate segments
which are lecture versus those which are lab or shop can be distinguished.

- 5 -
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APPENDIX

°Definitions of Student Personnel Terme in Nigher Bducatione°

prepared by the National Center for Iducational Statistics in
cooperation with the American Association of Collegiate Registrars
and Admissions Officers, 1968

The National Guide to Credit Recommendations for Noncollegista
Courses, 1978

The International Encyclopedia of Nigher Education, 1977

Letter from Jerry W. Miller, Director, Office of Educational
Credit, American Council on Education, November 11, 1974

°Progress or Abuse -- A Choice,* House Coarnittee Print No.
170, November 1978

Definitions of Student Personnel Terms in Higher Education, 1968

Postsecondary School Terminology: A Handbook of Terms and
Definitions for Describing Students in Postsecondary Education,
1975

Senator STAFFORD. Thank you very much, Ms. Cann.
Now, the committee would be happy to hear from Dr. DiBiaggio.

I might say, Doctor, that at one time I was a student at the Univer-
sity of Michigan's law school and had the misfortune to see Michi-
gan lose a football game for the first time to Michigan State, 28 to
0. That was in 1935. [Laughter.]

Dr. DIBIAGoio. Well, you are about to see that again, sir. [Laugh-
ter.]

Thank you, Mr. Senator. I do appreciate this invitation to testify
before this committee as an individual. I have testified many times
before as chairman of committees for our various associations. I am
particularly pleased this time to be invited by you to do so in order
that I might join Father Monan in expressing my heartfelt grati-
tude for the leadership that you have provided in the Senate on
education issues in general, and particularly those relating to
higher education.

Senator STAFFORD. Thank you.
Dr. DIBIAoolo. As a former president of the University of Con-

necticut and a long-term resident of New England, I do appreciate
what you and your colleagues in that region did for all of us, and I
think it is appropriate that we extend our appreciation once again.

Sir, as you begin this very careful and deliberate process of reau-
thorizing the Higher Education Act, I know I do not need to point
out to you that 90 percent of that funding in that act goes to stu-
dent aid under title IV. I think that is proper and, as you have
stated earlier, sir, it should continue.

The Federal role in student aid is absolutely correct and proper
and has had enormous results. At my own institution, which claims
over 40,000 students, more than 20,000 depend upon Federal stu-
dent aid.

2'30
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As in the private sector, we have been compelled to raise tuition
in order to meet our costs, and in doing so have denied potential
access to students who would have attended our institution in the
past. Because of Federal student aid, we have been able to enroll
those students and they have been able to successfully remain in
our institution.

Now, there are some specific revisions or enhancements that
may be needed in that title, particularly in the guaranteed student
loan program. But I do not believe, sir, that there are any major
rewrite provisions required, and I would simply urge you to contin-
ue your support of title IV.

During reauthorization, I know that yoO, sir, and your colleagues
will recognize the complexity of the entire act and watch out for
those who would recommend very simplistic solutions to what are
very difficult problems.

I would ask respectfully that you maintain the great responsive-
ness that you have always exhibited to higher education at all
levels, and that means the 2-year institutions, the 4-year institu-
tions, public and private.

We have had a tradition of pluralism in this country which I
think has created an educational environment which is the envy of
the entire world, and I would hope that we could continue that plu-
ralism, allowing students a choice of those institutions that they
might wish to attend.

That may sound strange coming from a president of a public in-
stitution, but I ! appen to be very proud of the educational system
which has provided so many of us opportunity in this great coun-
try.

I think that you should appreciate that we are, as a community,
trying very, very hard to work together, and I hope that you will
reject, therefore, sectoral splits that occur. I think we should con-
centrate our efforts on the major issues, and the major issue in stu-
dent aid, of course, is to provide aid to the very neediest students.

I do not think you or your colleagues should be diverted by a
wide array of claims on Federal funds, and I know that you will
not do that.

In looking at reauthorization as well, I hope you do not lose
track of some of the smaller dollar programs that do so many vital
things in higher education as well. I know that the tendency is to
concentrate on title IV because it is so very large. We have other
concerns, of course.

Support for our graduate students is becoming a more critical
issue. That falls not only in part under title IV, but under title IX
as well. Costs for our graduate students are rising and their debts
are increasing because they are depending so much more on loans
and getting so much less in grants.

That issue is a critical one because we may, in effect, be destroy-
ing our seed corn, and the problems that may generate for us in
the future you are, I know, all too well are of.

We are concerned as well about the state of our facilities. Our
academic buildings are getting in bad disrepair. We are falling des-
perately behind in instrumentation. At my own institution of
Michigan State, we have $35 million now in high-priority renova-
tion projects in research and graduate education alone, plus 74 m11-
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lion in other deferred maintenance projects which we must ad-
dress.

It is reducing our capacity to teach adequately and do the re-
search that is so critical for our Nation's future. We are equally
concerned about title VI, of course, international programs, which
have never been adequately funded, because they are the key to
our foreign policy, our foreign trade, and I think ultimately to our
economy and our security.

I would ask you also to pay further attention to title II, research
libraries, because they are, after all, the basis of graduate study
and research. They also need reliable and continuous support.

Last week, Senator, the American Council on Education sent to
all members of this subcommittee an extensive set of recommenda-
tions for reauthorization of the Higher Education Act. Thom rec-
ommendations reflect considerable consensus generated over two
years of discussions among representatives of higher education as-
sociations and campus officials.

I urge you to give those recommendations careful attention be-
cause I do think that they reflect the views of the majority of us in
the higher education community.

Thank you, sir.
[The prepared statement of Dr. DiBiaggio follows:]
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Testimony before Senate Subcommittee on Education, Arts and Humanities of
the Senate Committee on Labor and Human Resources, September 10, 1985,
delivered by Dr. John A. DiBiaggio, President, Michigan State University.

I appreciate this opportunity to testify before your subcommittee. The
last time I appeared before this subcommittee I was president of the University
of Connecticut, and I cited some general observations on higher education and
some observations that were unique to the University of Connecticut and to
New England. At the time, I expressed serious concern about the proposed
student financial aid reductions that, if enacted, would have had a damaging
rippling effect throughout our nation. It was clear to me that the
administration's proposals not only would have closed the doors of opportunity
to many deserving students, but would have locked those doors. The national
interest--from national defense to the economy--would not have been served,
and I am grateful that the drastic cuts recommended did not come about--at
least not this year. To be sure, however, we have not heard the last of
proposals that threaten opportunities for deserving students by cutting, and,
indeed, by eliminating programs that guarantee access.

I now appear before you as president of Michigan State University, a
university known as the "pioneering land-grant university," as the prototype
of the land-grant university, a type of institution truly unique in the world.
From my new vantage point. I have the obligationand to be honest with you
the strong inclinationto speak out even more forcefully on issues related to
the reauthorization of the Higher Education Act. When you live in the middle
of a campus whose creation revolutionized public higher education, you are
imbued with an enhanced appreciation for the potential of such a university.

Before citing some specific recommendations, I would like to tell you
about a fear I have. It might sound like a play on words, since Michigan
State in another era was labeled a "cow college," but I am afraid of
homogenization. I am afraid that the diversity, the mosaic texture, the
variety, the coming together of various groups and ideas is being challenged
by those who would lock those doors I mentioned. At Michigan State, for
example, diversity has enriched us. There is probably no institution that has
been as "democratic" in the best sense of that word. Michigan State has had
five Rhodes Scholars in the past four years. On the other hand, Michigan
State has provided opportunitiesand I am happy to say college degrees
because of a stepped-up retention programto students who might have been
categorized at one time as "average." The Rhodes Scholar enriches the
student whose academic background might not have been as intense. The
hard-working "average" student enriches the Rhodes Scholar by his or her
unique abilities, experiences, cultural background, zest for living, drive to
succeed. The loss of the so-called "average" student would be felt just as
strongly as the loss of a Rhodes Scholar. At Michigan State, we cherish
access to each other, as well as access to the educational experience. As
Michigan's land-grant university, we serve the citizens of our state, but we
also have more overseas programs than any other university. We enroll
students from every counttr in Michigan, from every state, and from over 100
foreign nations--and our students thrive on this type of diversity. The
economic development efforts from state and nation benefit from this thriving,
I assure you. It is not an overstatement to say that without a significant and
equitable commitment of federal financial aid to our students, we will ensure
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the homogenization of universities like MSU. We will send out the message that
limited opportunity for higher education is not only a threat-it is now a matterof public policy. We will send out the message that Michigan State and other
such universities are no longer the "people's " universities. Once it is
decided that American tradition is wrong and that opportunity and access are
now expendable, it would not be too difficult to decide that commitments must
end in other areas as well. In teaching. In research. In curricula. In
ideas. In qUality.

I read earlier this week that proposals relating to the Higher Education
Act submitted by 75 higher education advocacy groups have been compiled into
single copies weighing 17 pounds apiece. The commitment by members of this
subcommittee and others to seelc the widest--and apparently the
heaviest--possible input from American higher education is commendable. I
have actively participated in the formulation of proposals that are included in
that 1,092-page document. In my brief time here, I would like to point out
some ideas that are central to refining existing financial aid programs but do
not sacrifice access to those in financial need.

1) We must create incentives for institutions of higher learning to
administer programs more effectively.. Incentives can range from fewer
audits, fewer regulatory requirements. and increased administraUve
allowances to those institutions administering programs effectively.

2) We must provide incentives to parents and to the private sector to
encourage wider participation in financing.

3) The same needs analysis should be applied to all federal student aid
programs. A methodology that is federally approved but administered by
private processors should be used. The Pell processor should be
eliminated, with private processors assuming that role.

4) A simplified, consistent, and predictable delivery timetable should be
deveoped. Free application processing should be provided to those
meet(ng certain high need criteria.

5) All students, other than orphans and wards of the court, who are
under the age of 23 should be required to submit parental income
information. That information should be used to determine eligibility for
financial aid, but we should make it more reasonable for the student to
secure a higher cost loan to replace an expected parental contribution
not forthcoming.

6) In the Guaranteed Student Loan program, we should reduce the
financial burden on students by eliminating the 5 percent origination fee,
but recoup the lost revenue be reducing the special allowance to lenders
by 1/2 percent. The amount of interest students must pay after
graduation should be increased to 12 percent. All of these loans should
be awarded on the basis of need. Monetary incentives should be
provided to lenders to improve collection efforts, and all loan checks
should be co-payable to the student and the institution. There should
be provision for consolidation, making it more feasible for students to
manage repayment responsibilities.

2
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Dr. John A. DiBiaggio

I would like to recommend, too, that in the reauthorization of the Higher
Education act there should be an increase in the ceiling on the Title VI
Program. It is clearer everyday that our role in the global village demands
that we mount a stepped-up effort to provide expertise in foreign trade,
resource management, education, economics, and other areas central to our
national interest. At Michigan State we have formal centers in African
Studies, Advanced Study of International Development, and Canadian Studies.
The developrfient of expertise in these and parallel areas is a natural federal
responsibility if public policy is to be relevant to foreign policy and trade
needs, needs not recognized yet as relevant to individual state governments.
It is so very obvious that our nation must bring together all the expertise and
information it can in the !anguages and culture of Japan, China, Latin
America, the Middle East, the Soviet Union, and Africa.

The current Title VI ceiling of approximately $30 million is not adequate.
Five years ago, the President's Commission on Foreign Language and
International Studies suggested an absolute minimum need for the Title VI
Programs of $75 million. Of course, the requirements today are even greater,
and the ceiling must be appropriate if we as a nation are to make the
contributions that surely are in our best national interest, and in the interest
of humankind throughout the world.

Two years ago, we were branded a "Nation at Risk". We increase that
risk if we fail to send the signal that traditional commitments to access,
opportunity, quality, and accountability will be honored. The reauthorization
of the Higher Education Act will be looked to as such a signal. Thank you for
the nportunity to speak here today.

3
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Senator STAFFORD. Thank you very much. Doctor. Let me compli-
ment you on your understanding of the problems and support for
both the public and the private institutions of higher learning in
this country.

Dr. Monan, let me ask you a question, and this is it: In your tes-
timony you stated that the annual tuition at Boston College has
tripled from 1972 to 1985. That is probably true in a good many
institutions in this contry.

We are concerned about the rising costs of education and what
this will mean to the future of our private colleges, so I guess I am
asking what responsibility do you believe colleges have in contain-
ing reasonable cost increases in the years ahead.

Father MONAN. I think it is one of our principal responsibilities,
especially in the private sector where so much of the cost of educa-
tion is borne by the individual student and the parent.

In all of our long-range plans, we have addressed that type of
cost containment. Each time our tuition rises, actually, we have
plotted it over years past and in terms of real dollars we have risen
practically not more than 5 or 10 percent in terms of real dollars
from 1968 dollars.

Perhaps one of our biggest costs, as I indicated in my remarks.
was the fact that as Federal aid has declined, we have moved in
the past 5 years to put from $6 million into institutional student
aid in 1980 to $16 million in this current year, so that much of our
cost containment problem is really against the problem of assisting
our students to continue to come. That is, however, one of our prin-
cipal thrusts in all of our planning that we do.

Senator STAFFORD. Thank you very much.
Let me direct a second question to each of you for a brief re-

sponse, but before I do that, may I say that since some members of
this committee cannot be here this afternoon due to the usual fact
that several committees and the Senate are all operating, I expect
there will be members who will wish to submit some questions in
writing.

Would that be agreeable, lady and gentlemen, if we do it that
way with some of them? At your convenience, you can reply to us.

Let me ask you this question jointly: Did the publicity associated
with the administration's proposed budget cuts in January and
some of the somewhat intemperate remarks that followed from the
new Secretary of Education cause any reduction in applicants or
enrollees at your several institutions?

Father Monan, we will start with you and go across.
Father MONAN. It did not this year. However, in 1980 when the

first major reductions were announced, there was a very tangible
shift in the proportion of students who accepted invitations to
Boston College. It was remarkable in the statistical patterns that
developed, yes.

Senator STAFFORD. Dr. Liston.
Dr. LISTON. Mr. Chairman, I suppose these rumblings affect dif-

ferent institutions in different ways.
Senator STAFFORD. Sure.
Dr. LISTON. We have no way of knowing what has happened, but

in Rhode Island where the demography is rather negative in terms

297



299

of the number of high school graduates, the public institutions this
year seem to have come in very strong with their enrollment.

I do not think it is a direct reflection of the student financial aid
uncertainties because people have been hearing that for the last 2
or 3 years and nothing significant has happened to change the pic-
ture. So I would guess that there has not been a major impact as
far as I can see.

Senator STAFFORD. Thank you.
Ms. Cann.
Ms. CANN. I would have to agree with Dr. Liston. We have expe-

rienced in the last 6 months a decrease in enrollment, but I cannot
say that we can attribute it directly to that.

Senator STAFFORD. All right. Dr. DiBiaggio.
Dr. DIBIAGGIo. Senator, our enrollment is somewhat up, but as

Father Monan stated, it was a greater concern back in 1980 when
we saw a definite blip upwards, and that concerned me at the time
and I testified regarding that because I was concerned that stu-
dents would be moving from the private to the public sectol, which
would, in essence, push students out at the periphery from the
public sectorstudents who were at the marginas well as hurt-
ing the private sector.

So it is a dangerous game we play. Our enrollment is up. Now,
the other thing we do not know, Senator, and we never can seem to
measure is students who do not apply at all t any institution be-
cause of a concern of a lack of financial aid.

There may be students who consider it inappropriate to borrow
too much money. I grew up in one of those families that found bor-
rowing abhorrent. I still think there are families like that who,
feeling that they must depend too heavily on loans, decide not to
have their children attend college at all.

Senator STAFFORD. Thank you all very much.
Senator Simon.
Senator SIMON. Thank you, Mr. Chairman.
Father Monan, in your testimony you note that freshman appli-

cations rose from 6,000 in 1972 to 16,000 in the spring of 1985. Are
you noticing a difference in family income levels? In other words,
are we, in fact, as some have suggested, segregating American
higher education on the basis of economics?

Father MONAN. We notice it very clearly, Senator. Boston Col-
lege was originally founded in 1863 to educate the children of im-
migrants, almost all of whom were poor. Over the past 10 years, we
have followed very carefully the self-reported income of parents on
the part of our students and we do find that as costs have risen
dramatically, the income bracket of larger and larger proportions
of our students are climbing.

Senator SIMON. I notice in your appendix you say "we recom-
mend." Is this--

Father MONAN. Boston College.
Senator SIMON. Boston College?
Father MONAN. Right.
S-inator SIMON. All right. On the Pell grants, obviously one of

the key things is that percentage figure. As we go forward, if I may
use the four of you as illustrative of where we are, representing
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public, private and proprietarywe simply have to have an agree-
ment.

I am not here advocating any certain figure other than I strongly
advocate that we can find agreement.

Father MONAN. I believe I saw some of the association members
enter behind us, and I am sure that they will take that very much
to heart as they work together.

Senator SIMON. I hope so; I hope the message gets out.
Your master calendar idea, I agree with completely.
Dr. Liston, I have made no notes; I need not ask questions on

your testimony.
I would only say to Ms. Cann that I think your institutionsI

am not just talking about Apexand your cooking schoolsthat is
the wrong word; I am sorry.

Ms. CANN. That is fine; that is what we do.
Senator SIMON. All right. But the proprietary schools, the schools

that are teaching trades very directly, putting people in the mar-
ketplace very directly, I think make a tremendous contribution,
and I hope we can adequately protect those interests.

Dr. Di Maggio, two questions; two things you touch on, I think
are mall important. One is the encouragement in graduate school.
Do you have any specifics as to what we can do?

I think you were talking about graduate school when you said we
are consuming our seed corn, and I think that is correct. I am con-
cerned both qualitatively and quantitatively of what is happening
to American higher education in graduate school.

Dr. DIBIAGGIo. Well, as I said, Senator, and I know how well
aware you are of this entire problem, the fact is that the heavy,
heavy reliance now on loans and the reduction, if you will, in real
dollars on the grant side and the inability of institutions to pro-
vide, therefore, adequate stipends for support discourages students
from attending graduate school, particularly in a competitive mar-
ketplace, when in the technical disciplines, for instance, they are so
employable after receiving a bachelor's degree.

Therefore, it is difficult to convince a well-qualified student grad-
uate that they should enter graduate study, receive a modest sti-
pend for 3 or 4 years, with the outcome being a salary which is less
than that being offered to them by industry with a bachelor's
degree.

The way we can circumvent that for the student who has the in-
tellectual capability and the stimulus to be engaged in teaching
and research is to provide an environment that is reasonably com-
fortable during their graduate years, and that means adequate sup-
port not in terms of loans, but in terms of grants or loans which
are more reasonable in terms of payment and do not require pay-
ments during the time that they are enrolled in graduate study.

Senator SIMON. I just simply want to concur in your comments
on title VI, international education, where clearly $30 million in a
$900-plus-billion budget is just woefully inadequate.

What is happening in our schools is a decreasing percentage of
faculty members teaching and studying abroad. That simply cannot
be good. We are becoming a more and more insular society when
the demands really are in the opposite direction.
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Dr. DIBIAGGIO. Well, I am proud to represent an institution that
has one of the largest international programs in the entire Nation,
and I think that is important. I think all of our institutions must
be engaged in international education because we are not only a
global society, but a global economy, as you are well aware.

I would be remiss, Senator, if I did not express my gratitude for
the outstanding effort you made trying to deal with reauthoriza-
tion during your tenure in the House in the last term.

I am sorry that we were not able to be more helpful. I trust that
this time, in response to your earlier comment, we will come to you
in a unified fashion and present some recommendations that you
as a Senator can support, as well as your colleagues.

Senator SimoN. Great. We thank all of you very, very much.
Before the next panel comes up, Mr. Chairman, I am going to un-

fortunately have to leave and I would like to hear all of the wit-
nesses, but particularly Steve Horn and Bill Danforth. I regret I
am probably not going to be able to stay for all their testimony.

Senator STAFFORD. Let me thank the panel very much on behalf
of myself personally and all of the members of the committee who
came by and those who were unable to do so. We will seriously con-
sider what you have told us when we get around to our delibera-
tions on extending the Higher Education Act.

I can say we are going to extend it for sure and we are not going
to allow it to be diminished for sure, but how much further we can
gowe will have to see what the climate looks like.

Thank you very much indeed. [Pause.]
If the committee could now come to order, we have allowed a

little extra latitude in the way of time in view of the collegial at-
mosphere that seemed to be prevalent here, which we hope will
continue through our development of the Higher Education Act.

The second panel consists of Dr. Stephen Horn, who is president
of the State University at Long Beach in California; Mr. Michael E.
Crawford, chancellor, Eastern Iowa Community College in Daven-
port, IA; Dr. Mary Linda Merriam, president of Wilson College in
Chambersburg, PA; Dr. Richard F. Rosser, president of DePauw
University in Greencastle, IN; and Dr. William H. Danforth, chan-
cellor of Washington University, St. Louis, MO.

Before we start, I should say that having met Dr. Danforth at a
dinner earlier this year, I reported to his brother the next day,
John, who is a member of the Senate, that his brother was not only
taller, but better looking than he was. [Laughter.]

Now, whether that was a compliment or not, you will have to
decide.

Let us go in the order in which we called your names, and may I
remind you that much as I hate to do so, we will have to impose
the 5-minute limitation. You have the lights here; 4 minutes on the
green, 1 on the yellow, and then red.

Your statements in full, if you have presented them, will be in
the record as if read, so that members of the committee who are
not here will have a chance to study them in detail, or will their
staff.

With that single request which I always feel embarrassed to
make, that you do limit to 5 minutes, Dr. Horn, we will hear from
you.
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It is clear that under both law and regulation written under the
law, the off campus, not living at home student is the one who is
the most discriminated against. Given the present budget reality, I
do not believe it is unreasonable to try to increase the Pell grant to
the $2,800 a year that we thought in 1980 we would now be in, so
that we have 82,800 a year, a 70-percent limitation, in 1988-87, and
aim for i200 a year to get us up to $3,400 and 70 percent in 1990-
91.

I hope the subcommittee will also mandate a single-needs analy-
sis. There is too much confusion as to how we treat assets and
income depending upon the particular financial aid program.

I think, as I suggested earlier, the campus financial aid office
ought to have Jurisdiction to decide how much of the need of a
part-time student, particularly returning women, can be met.

Work-study has proved to be invaluable as a component of Feder-
al financial aid, but I suggest, Mr. Chairman, that it ought to be
broadened so we can better utilize opportunities available in the
private sector.

Now, as you know, nonprofits match at 20 percent. We ought to
permit the private sector to match at 50 percent. I think that is
essential for students who wish to relate theory and practice by
working with successful professionals in their chosen field.

With all the problems of access that confront Americans, the fact
is we need more minority faculty in American colleges and univer-
sities, and I suggest that the only way that is going to happen is if
we have a national loan forgiveness program while they secure doc-
torates so they can serve as role models for the next generation
that right now is not having the access it should.

Lastly, Mr. Chairman, I believe that America has an important
role to play in the world to educate students from abroad of rising
economic classes, not the rich, not the middle class from abroad.
We are missing out on bringing potential foreign leaders here
during their undergraduate years.

The Senate recognized some of this in the Caribbean initiative;
the House has done the same in the foreign aid bill. But I would
suggest that there ought to be a merit scholarship proposal run by
USIA to assure English language competency, and you ought to
permit the colleges and universities of America to waive funds for
at least one foreign student out of their campus-based programs,
and perhaps Pell, to bring them here; each campus should be able
to bring in a total of four foreign students at the end of the fourth
year.

If there is so much political pressure that the American colleges
and universities, or a single one, feel they cannot do that because
we are denying aid to an American, fine; let those that feel that
political pressure not do it. But leave it discretionary for the rest of
us who think it is an American need to bring potential foreign
leaders here during their undergraduate years if we are going to
have the friends we need to help us in the years ahead.

Thank you very much.
[The prepared statement of Dr. Horn and responses to questions

submitted by Senator Hatch follow]
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Mr. Chairman and Members of the Subcommittee;

My name is Stephen Horn. I am President of California State University,

Long Beach. I am here today representing the American Association of State

Colleges and Universities (AASCU). AASCU is pleased to testify today on a

number of issues affecting student financial aid.

These recommendations build on the advancement this Subcommittee made

with the 1980 Education Amendments. We supported those amendments in 1980,

and we continue to support them. If those amendments had been funded, some o

the problems facing our financial aid programa would not exist. We think the

underlying wisdom of the 1980 Amendments continues to make sense, and the

recommendations that we make at this hearing really represent a refinement of

the sound foundation established by the 1980 Act. The AASCU recommendations I

will be discussing can be summarised as follows:

1. Provide annual increases in the maximum Pell Crane of $200 each

academic year, beginning from the point where the 1980 Amendments

left off.

2. Provide realistic expense budgets.

3. Place a statutory limit of 70 percent on the amount of college costs

that can be covered by a Pell Crane.

4. Allow graduate students to participapi in the Pell Grant program.

5. Provide a single needs analysis 'rem for federal student aid

dollars.

6. Provide ways to improve the federal student aid delivery system.

7. Make part-time students eligible for federal student aid programs.
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8. Allow a percentage of College Work-Study funds to be used in the

private sector.

9. Authorize the forgiveness of debts, on a year-for-year basis, of

student financial aid granted at the graduate level for those

American Indian, Black, Hispanic, and female students who have

completed their terminal professional degree and serve on the

faculty of an accredited American university.

At this time I would like to go into these proposals in a little more

detail.

Pell Grants

Mr. Chairman, it is important to maintain the entitlement and portability

concepts in the Pell Crane program. Providing all eligible students a floor

of grant aid, irrespective of the institution they choose to attend, le

crucial. Otherwise, shortages of student assistance funds at individual

institutions could make postsecondary education a financial impossibility for

some students. Our recommendation for Pell Cranes Yould begin where the 1980

Amendments left off by increasing the maximum grant, increasing the percentage

of the cost of attendance that may be covered, and allowing for realistic

expense budgets.

Under the 1980 Amendments the maximum Pell Grant for academic year

1985-86 should have been $2,600. At that level the percentage of cost

limitation for the Pell Crane program would be 70 percent. Our recommendation

would provide a $2,600 Pell Grant, not to exceed 70 percent of coot, for the

academic year 1986-87. For each successive academic year the maximum Pell

Grant would increase by $200, so that by academic year 1990-91 the maximum
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would be $3,400. With the cost of college at the levels they are these days,

Mr. Chairman, a 83,400 Pell Grant for academic year 1990-91 doss not seem

unreasonable.

This year Congress has already approved a Pell Grant of $2,100 with

60 percent cost-of-attendance limitation. And Congress has not yet determined

its appropriations for fiscal year 1986. We do not think it is unreasonable

to begin with the first year of reauthorization with a maximum grant of

82,600. We think that it is budget sensitive and that it reflects a

recognition of the needs of law-income students throughout this nation. The

value of the Pell Grant has been seriously eroded in recent years. Inflation

and the fact that increases in the maximum grant have not followed the 1980

timetable have caused the Pell award to be worth less today than it was

several years ago. Providing Pell with the modest incr eeeee AASCU recommends

will restore much of the purchasing power that Pell once had. We think that

is an important action for Congress to take.

We would also cap the cost-of-attendance limitation at 70 percent. We

are sensitive to the argument that no student should be able to have

100 percent of cost covered by the Pell Grant program. Th'e twin limitations

of the cost-of-attendance cap and a maximum grant ceiling will insure that no

student can get 100 percent of cost covered by Pell. Nevertheless, we believe

this recommendation will be a giant step toward providing the foundati4p of

access to higher education which was the original Pell Grant intention.

There is one other aspect of our Pell Grant proposal that should be

emphasized. The 1980 Amendments allowed institutions to have a great deal of

flexibility in determining cost of attendance allowances. Unfortunately, this

provision of the amendments has been limited by subsequent congressional
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actions and by administrative regulations. Because of this, living allowances

for students who reside at home with their parents and for all other students

have been kept unrealistically low. Student budgets should provide a

realistic estimate of educational costs and not be set artificially low as a

means of rationing funds. Use of institutionally developed budgets reflecting

reasonable variations in local cost of living would assist in reducing student

confusion over different figures for Pell Grant and the campus-based programs

cost of attendance.

Grant assistance is greatly needed to relieve graduate students of

ever-increasing loan debts that can serve both as a barrier to graduate

education and as an incentive for basing c aaaaa choice only on the potential

for high earnings. Therefore, we support the extension of Pell Grant

eligibility to the first two years of graduate or professional study.

Mr. Chairman, the changes that we propose in the Pell Grant program build

upon the historical commitment made in the 1980 Education Amendments and would

provide significant and much needed int aaaaa s in the Pell program to enable it

to insure more effectively that low-income individuals will have access to

postsecoadary education. These recommended changes deviate very little from

existing law. In fact, if the Pell Grant had been funded according to the

1980 Education Amendments, reauthorization would begin exactly where these

proposed recommendations begin. I recognize that other sectors of the higher

education community have made proposals concerning the Pell Grant program.

For your information, I have attached to this testimony a chart comparing the

impact of these various proposals on families at different income levels

attending different kinds of educational institutions nationally and different

kinds of institutions in my home state of California.
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In developing our recommended proposals, AASCU looked at a number of

alternatives to the existing Pell Grant program and examined their impacts.

We believe that our proposal is the best of all these alternatives. It does

not eliminate a significant number of middle-income students from the program,

and it retains the essential structure of the Pell Grant program that has

existed since its inception in 1972. I think de is appropriate to point out

at this time, Hr. Chairman, that although this program was greeted with some

skepticism during its creation in 1972, it now has been accepted universally

as a program that is the true foundation of our federal commitment to student

assistance. And it is a program that is working well and that, but for a

little additional funding, could work even better. As the old maxim goes,

Hr. Chairman, "If it isn't broken, don't fix it." We do not think that the

current Pell Grant program is broken. Our proposals will simply make it work

a little more effectively.

Single Needs Analysis

AASCU also believes that a single needs analysis system for federal

student aid programs should be incorporated into the Higher Education Act.

Such a system was envisioned in the 1980 Amendments but it was not

implemented. Using a single need analysis system would contribute toward

reducing student confusion over the different need figures produced by the two

systems. We applaud the proposal by the National Student Aid Coalition to

create such a single needs system. We believe that the decision as to how

taxpayers' dollars will be distributed should be made by representatives

elected by taxpayers. Too often the current decision-making system is

bureaucratic and has not served the needs of truly needy students. Congress
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should be making decisions on needs analysis. AASCU urges this Subcommittee

to include a single system of determining need for federal student aid in the

Nigher Education Act.

In developing such a single needs analysis system, several faLtore ought

to be included.

First, independent students with dependents should hav4 their

income treated in the same way as students from dependent fasilies. AASCU

recognizes that this committee included this provision in thP 1980 Amendments.

Unfortunately, it has never been implemented. We hope that its inclusion

will be contained in this reauthorization bill and that it finally will be

implemented. There is no sound reason for treating independent students with

dependents differently than students from dependent families. Their incomes

and assets should be d in exactly the same manner.

Second, in the area of independent students, we think a new definition

for financial independency has to be included in this reauthorization bill.

We applaud the efforts of the National Association of Student Financial Aid

Administrators (NASFAA) in trying to develop a new definition. And, in

pring.41e, we support the definition that has been submitted to you by the

American Council on Education and others. We have one major difference,

however, and that is that we believe that financial information should not be

required of students who are twenty-two years of age or older by January lst

of the award year and can document self support based on their own financial

circumstances. For too long we have been constructing student aid policy on

the concept that students are eighteen to twenty-one years of age. As

previous witnesses have testified, a whole new generation of students is

attending college these days, and the old assumptions are denying them

assistance. Policies based on a misconception have to be corrected. By
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declaring students to be independent when they reach twenty-two, we will be

taking a giant step in recog-ition of this new generation of college students.

We also agree that graduate students and professional students should be

declared independent immediately upon admission to those schools. Otherwiser

we support the remaining proposed definition which would, in effect, declare

independent anyone.who is a ward of the Court or an orphan, married, has

dependents, or is a veteran of the Armed Services.

Third, returning to needs analysis, Mr. Chairman, there are several

specific recommendations that we would like to suggest. On the whole, AASCU

supports the recommendations in this area which have been made by the American

Council on Education and the National Student Aid Coalition. However, we do

differ on several points. With specific reference to Section 482 of the

Higher Education Act, we believe that in defining effective family income,

public assistance payments and child support payments should be excluded in

determining a family's ability to pay for a college education. In that same

section, in determining the amount of assets that are counted in arriving at a

family's ability to pay, we would exclude equity in a family's primary home

from the computation of assets. And in recognition of the fact that many

students and their families might not own a home, we would deduct an asset

reserve of $25,000 for such students.

Again in Section 482, AASCU would also add several new allowances to be

used in determining the cost of attendance. First, AASCU would provide an

allowance for dependent care expenses, recognizing that such expenses are

important to a student who might not otherwise be able to pursue an education

because of the responsibilities for dependents. Second, we would provide a

transportation allowance for commuting students, recognizing that oftentimes
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the cost of commuting to and from cl aaaaa can be a deterrent to a student's

desire to pursue a college education. We know that these recommendations have

been supported by the Coalition of Aid to Part-Time Students. And AASCU is

pleased to be part of that Coalition. And third, in recognition that there

are often contradictions between student aid eligibility policies and the

eligibility policies for other domestic assistance programs. AASCU would urge

you to try to find a vay to prohibit the counting of federal student aid as

income or as a resource for eligibility purposes for other federal programs.

The Subcommittee has been provided with some language which, if adopted, will

carry out this goal.

Student Aid Delivery

AASCU also has made several recommendations in the area of student

financial aid delivery:

o We endorse the master calendar proposal advanced by the National

Student Aid Coalition and the National Commission on Student

Financial Assistance. Such a statutory timetable is necessary for

the orderly delivery of student aid funds.

o We also endorse the National Student Aid Coalition's proposal for

student aid information and counseling. Such a proposal is greatly

needed, since lack of information about student aid programs is

often the major deterrent in the decision to attend college made by

an individual from a low-income family.

o We also believe that Section 483 of the Higher Education Act should

be rewritten so that it is absolutely clear that students and

parents are not to be charged a fee in applying for federal

financial assistance. AASCU thought that this matter was resolved
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by the 1980 Amendments. Unfortunately, it appears that this problem

has not been resolved, and we urge that it be resolved by this

reauthorization legislation.

o Finally, in the area of delivery, we endorse the proposal to create

a National Advisory Committee on Student Financial Assistance. We

think such a committee is needed to advise the Congress on various

issues concerning the timely delivery of student aid and the impact

that student aid policies are having on students. We recognize and

applaud the role Congress has played in recent years to make sure

that the student financial aid system works as well as it does.

Congress has sought to assure that the system works in a timely

manner. We hope Congress continues this direction. That is why

AASCU endorses the establishment of this advisory committee. Such a

committee rightfully belongs as an advisory committee to Congress.

Continuing Congressional concern and involvement in the area of

student financial aid policy are essential if that policy is going

to work.

Part-Time Students

The AASCU recommendations also address another important area and that is

aid to part-time students. In order to be eligible for student financial aid,

Section 484 of the Higher Education Act requires that a student be carrying at

least one-half the normal full-time workload for the course of study the

student is pursuing. Ttis requirement should be eliminated, thus making less

than half-time students eligible for student aid. We believe that this one

step would go a long way towards guaranteeing educational opportunities for

growing segments of our nation, and it would open the door to education to
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students who still find finances to be a barrier to such an opportunity. By

making less than half-time tudents aligiLle, we would still require that they

go through the same needs analysis as other students, and they would still

have to meet the requirements of satisfactory progress that all other students

have to meet. All we will be doing is making the benefits of student

financial aid available to all students. We do not believe this would be

difficult step to ivplement, but we do think that such a change could make a

major difference in the lives and aspirations of millions of our citizens.

College Work-Study Participation by Private Employers

Students develop selr-reliance and discipline as wall as work skills by

earning at least a portion of their education expenses through the College

Work-Study program. In order to place students in the most appropriate job,

both non-profit and private employers should be eligible employers. Jobs with

private employers could benefit students by allowing them to work in settings

closely matched to their educational goals and providing them with marketable

skills.

Mr. Chairman, we suggest Congress allow a percentage of College

Work-Study funds be used in the private sector with a minimum 50-percent

matching from the private employer.

Forgiveable Loan Program to Increase the Number of Minority and Female Faculty

America's colleges and universities still face a major gap in having

sufficient numbers Of educated minority and female professionals to staff

their classrooms and laboratories. Currently, 25 percent of all students in

the United States public schools are minorities. In my home state of

California, minorities comprise 43 percent of all public school students and
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one-half of all students at the elementary level. Yet, in terms of

representation in our nation's faculties, the picture is a dismal one.

For Blacks and Hispanics, although high school graduati^n rates are

increasing, college entrance rates are declining. And the minority rate of

participation at the college post-graduate level is no different. Doctorates

earned by minority students are concentrated in the field of education. In

1981, Blacks received only 4.2 percent of the Ph.D.s awarded. By field, Black

tudents receiving Ph.D.s ranged from less than one percent in physics and

earth sciences to 8.8 percent in education. Hispanics received about

1.3 percent of all doctorates during that same period, vhich according to

field of study, ranged from less than one-half of one percent of all degrees

in engineering to 1.4 percent of the degrees in the arts and humanities.

The picture for women has improved somewhat in the past few years, but

more progress is needed. Women comprised 27 percent of all full-time faculty

nationwide in 1981. In that same year, women earned 31.8 percent of doctoral

degrees.

Mr. Chairman, we need to attract more of our able minorities and women to

college faculty positions than we are doing today. According to the report on

graduate education in America submitted by the National Commission on Student

Financial Assistance, a major reason for not attracting such students is the

cost of graduate education and the growing loan burdens etudents are

accumulating to meet those costs. The program of loan forgiveness AASCU

proposes today is a modest step towards addressing a major problem. But it is

an important first step and one that will reap tremendous benefits.
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CALIFORNIA STATE UNIVERSITY, LONG BEACH
FEDERAL FINANCIAL AID DOLLARS

1984/85

********
*********** ***** ***

****** ******** ***********
****** ***** ******************

* ************ **** ******* **********
***** ********* ***** ******* ****** **

***** ***
******* ***** ** *********** **** ******

PELL ($4
,
********************* *********

***** **** 028,313) ********
******* *******

*************** ****** *

**** ***** ** ***** *
* ***** ********

*** ***** ****
***** ***
******

***

GSL ($9,
242,632)

1
1

!
1
1
/
1
ig

1

Slice Description
1
1

3 1
5 1

1
7

126
159 1

I

1: SEOG ($532,094)
2- NDSL ($838,416)
3: CWS ($904,200)
4: PELL ($4,028,313)
5: GSL ($9,242,632)
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cws ($904,
200)

NDSL
($838,416)

SEOG
($532,094)
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CALIFORNIA STATE UNIVERSITY, LONG BEACH
FEDERAL FINANCIAL AID DOLLARS

1983/84

GSL ($9,
110,843)

1

1

11

'
1

Slice Description
1

1

4
6

7
124

59

1:

2.

3:

4.

5:

SEOG ($595,570)
CWS ($925,710)
NDSL ($1,168,914)
PELL ($3,734,373)
GSL ($9,110,843)
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NDSL ($1,
168,914)

CWS ($925,
710)

SEOG
($595,570)
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CALIFORNIA STATE UNIVERS/TY, LONG BEACH
FEDERAL FINANCIAL A/D DOLLARS

1982/83

1
1 Slice Description

1 1: SEOG ($570,645)
1 2- CWS ($748,445)
1 3- NDSL ($912,397) 7

1

1
s 4: PELL ($,3,139,206) 23
i 5: GSL ($8,509,900) 61

1

1

4 I
5 II
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NDSL
($912,397)

CWS ($748,
445)

SEOG
($570,645)
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ilk CALIFORNIA STATE UNIVERSITY, LONG BEACH

OFHCE OF 1141 FELSIDIFIT
(113) 4964111

December 2, 1985

Honorable Orrin O. Hatch
Chairman
Committee on Labor and Human Resources
United 8 ttttt Senate
Washington, D.C. 20510

Deer Senator Hitch:

In response to your queries concerning my views on the following
questions which you raised following my testimony on the Reauthorisation of
the Higher Education Act on September 10, 1955, I am pleased to reply as
follows:

1. Ths proper division of responsibility between students,
or other family, educational institution, the private sector, and
am:orpiment in fin:mins postsecondary @ducal-ion.

Ths student sad p have the responsibility to finance
education to the extent that they are able. Additionally, the
student has an obligation to assume primary responsibility for
the cost of postsecondary education, from current and future
earnings, since he or she is the prime beneficiary of it.
However.'as long ago as 1947, the Truman Commission recognised
the government's responsibility to remove racial, ethnic, and
sax discrimination and economic barriers to postsecondary
education by two means: (1) in d expansion of low- or
no-tuition institutions; and (2) student financial aid in the
form of loans, grants, and sponsored employment. Specifically,
as the Trump Commission indicated, It is the responsibility of
goveroment and ths educational institution to insure that
" . . . every citizen. youth and adult, Is enabled and
encouraged to carry his education, formal and informal, as
far as his native capacities permit." Finally, It is the
responsibility of the private sector to provide for specialised
manpower needs tailored specifically to the needu of an
industry or firm by supporting the financing of that aspect of
postsecondary education.

Some examples of this private aid might be endowed or
annually granted undergraduate scholarships and graduate
fellowships; donated, loaned, or purchased scientific equipment
which it is not possible for the college or university to

3 21
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scquire with its own funds; specisl faculty lectureships on
particular topics of industry or fits in eeeeee or summer

opportunities for faculty end students.

2. The proper balance between loins, grants. and work in financial
aid packages in order to ensure student s seximitetion of his
education.

As mentioned above, as prime beneficiary, the student has
primary rseponsibility for financing the cost of postsecondary
education tram cu rrrrr and future earnings. The furthet along
they are tuwerd their educational goal, the g heir

contribution should be. Therfor, financial aid pecksgee for
upper-division, graduate, and professional school students
ehould contain subetantially more losn and work than should
those of first-year studente.

Further, students identified ae low-income should be given
special with aub !ally higher grant resources
than those with cash-flow problese.

wh possible, students ahould be allowed a choice
of working or borrowing to meat their contribution toward
financing their education.

Students who borrow should be limited to an amount that is
congruent with their ability to repay, based on their
goale. Further, borrowers should be counseled with regard to
their lvel of indebtedness and their repayment obligations. I

have long favored a system whereby student loans would be
repaid through the federal income tax systes with adjustments
sede based on the economic success of a loan recipient. If the

beneficiary of fedral aid had substantial earnings beyond that
projected for his or her c rrrrr group, thn the federal loan
might be repaid earlier. If the beneficiary facd unesployment
or reduced earnings, then the loan repayment might be hed
out over a longer period.

3. Whethr or not more resources for financial sid should be channeled
to institutions for disbursement through them to stud rrrr and why.

Effective distribution of student aid dollars is based on
an in-depth knowledge of the student and of the resource&
available to the student. The institution is in the best
position to haws informatica regarding the various need-related
factors, including: (I) variations In the cost of education by
location and by the course of study, (2) diffrences in student
aptitude and capacity of the student to sash vork and study,
(3) length of study associated with different degree and
options, and (4) family and other obligations.

Therefor, adequate funding should be availabl to
last/tut/one to provide students with access to postsecondary
education.
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However, as mentioned in testimony, the entitlement and
portability concepts of ths Poll Grant program must be
mai:mined. Providing all eligible students floor of grant

aid irrespective of the institution they choose to attend is
critical. Otherwise, shortages of aid funds at individual
institutions could maks access to postsecondary education
financial impossibility for sone students.

4. Whether or not, and how, Jreatsr concern with atudent's
educational achievement revels should be made part of criteria for

financial aid.

Cu law is sufficient in that it @pacifism that in
order to receive Title IV student aid funds student must be
maintaining satisfactory progress in the course of study he or
she is pursuing, according to the standards of the Wititution.
The statute allows the institution to establish Ito own
standards, which in many eases are more restrictive for
students receiving financial aid than those not receiving
assistance.

SHIep

In fact, the Department of Education's intern rrrrr ions of

the cu rrrrr statute penalises students. Specifically, the
Department requires institutions to consider student's
academic performance prior to the receipt of Title IV funds and
during periods of non-receipt of assiatence. The language of
the statute should be revised to specify that the Title IV
recipient only be required to maintain measurable satisfactory
academic prog while receiving such funds.

I hope that those answers are helpful.

With kindeat regards.

Sincerely yours.

tL
Stephen Horn

3
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Senator STAFFORD. Thank you very much, Dr. Horn, for a very
thoughtful statement.

We will next hear from Mr. Michael Crawford, chancellor, East-
ern Iowa Community College district, in Davenport, IA.

Mr. CRAWFORD. Thank you, Mr. Chairman. It is a privilege to
speak to you today on behalf of my institution, also on behalf of
the Joint Commission on Federal Relations of the Association of
Community College Trustees and the American Association of
Community and Junior Colleges, which I chair.

Access, Mr. Chairman, to higher education is a uniquely Ameri-
can dream, one recognized by the founders of our country, encour-
aged by the Congress, and nourished by a uniquely American insti-
tutionthe community college.

There are, as you know, over 1,200 community, junior, and tech-
nical colleges in America today, -Ind this year they will enroll over
55 percent of all Americans who go to college for the first timea
total of 8.5 million students.

Because no two communities are alike, no two community col-
leges are alike, but we all share a set of fundamental principles
and a set of critical challenges. One way of meeting those chal-
lenges is the establishment of partnerships between public and pri-
vate sectors and postsecondary institutions, and I believe this
shculd be an item for discussion in these reauthorization hearings.

In fact, I might mention that this morning legislation relative to
the Higher Education Act was submitted by Congressman Bruce on
the House side concerning this particular issue, the issue of part-
nerships. Partnerships with community colleges, 4-year institu-
tionswhich the president of Michigan State referred to, earlier
and I agree with so wholeheartedlypartnerships with Govern-
ment, the military, health agencies, and other nonprofit organiza-
tions, and cooperative sharing of resources and knowledge
through those kinds of things, community-based colleges will con-
tinue to expand to meet the educational needs of our changing soci-
ety.

Of particular importance to us are those partnerships that en-
courage the flow of technology between industry and education.
Further, the need for facilities and state-of-the-art equipment with
which to prepare tomorrow's technicians is urgent and serious, es-
pecially for the emerging areas of robotics, computer applications,
microelectronics, laser technology and biotechnology.

Therefore, with the appropriate modification of title I, Congress
can encourage partnerships and support timely technical educa-
tion.

Concerning title III for developing institutions, community col-
leges serve more Hispanic and black students than all other seg-
ments of higher education combined. They also serve more working
adults and disadvantaged students and provide more programs ex-
pressly tailored to the private sector's training needs than any
other postsecondary system.

Title III, as detailed in my written testimony, could target sup-
port more effectively on those institutions whose development will
do the most to stabilize and expand universal access to college and
which serve those populations most in need.

324



319

Of course, we also in the community colleges have special con-
cerns regarding the reauthorization of the Pell grant program. A
substantial part of my written testimony deals with specific points
which we are asking the subcommittee to consider.

Our position recognizes both the exceptional success of the cur-
rent program and the fact that with passage of the latest budget
resolution, increases in Pell grant support will be limited for at
least 3 years.

Among other things, we urge you to restore and maintain the
purchasing power of the Pell grant, retain the current emphasis on
need, simplify the whole student aid process, establish annual time-
tables, reduce the paperwork burden for everyone involved, and
make the program more clearly understood and easily accessible.

We also ask that you add provisions which will meet the specific
needs of adult learners, less than half-time students and commuter
students, and that you make gradual adjustments in the cost cap
percentage and in the total amount of money a student can receive.

We have a particular problem in Iowa in relation to this with
regard to the displaced farmer and his dependents. Because so
many are being forced off the farm because of severe financial diffi-
culties, our community colleges are trying to help them find new
occupational opportunities through training or retraining.

These people need the benefits of Pell grants and other Federal
student financial aid, but their eligibility is limited because in the
eligibility formula the untaxed portion of any capital gains re-
ceived by the applicant is treated as income.

The farmer who sells his land to pay off his debts, no matter that
he has no money left over after doing so, is denied the grant bene-
fits which he desperately needs. It is my recommendation that the
formula for eligibility be modified to discount this specific kind of
capital gains income if it has been applied to debt reduction.

Finally, the community colleges are particularly gratified that
Senator Grass ley, a member of this panel, is taking the initiative
for the reauthorization and reform of title VIII, Cooperative Educa-
tion, with his bill S. 1338.

Title VIII is an excellent program designed to stimulate the de-
velopment of cooperative education programs in conjunction with
public and private employers. Cooperative education projects pro-
vide students with career-related work experiences and income to
help meet educational experiences.

Mr. Chairman, on behalf of the organizations which I represent,
I thank you for this opportunity..

[The prepared statement of Mr. Crawford and responses to ques-
tions submitted by Senator Hatch follow:]
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Mr, Chairman, members of the Subcommittee, my name is Michael

Crawford and I am Chancellor of the Eastern Iowa Community College

District. Today I spealc to you on behalf of the institution which I

head and also on behalf of the Joint Commission on Federal Relations

of the Association of Community College Trustees and the American

Association of Community and Junior Colleges of which I am Chairman.

It is a privilege to be able to testify before this Subcommittee

about the reauthorization of the Higher Education Act and its significance

to our Nation and its people.

TLe institutions on whose behalf I speak to you today are called

by many "The People's Colleges" and in many respects the term is aptly

applied. There are over 1200 community, junior and technical colleges

in America today and this year they will enroll 84 million students.

These colleges now enroll 55% of all Americans who go to college for

the first time.

Access to higher education has been a uniquely American dream,

a dream recognized by the founders of our country, instilled in our

children through the ages, encouraged by our leaders and particularly

by the Congress, and nourishe :y a uniquely American institution,

especially during the past 20 years - the community college. So it

is with pride in the institutions which I represent and with gratitude

to the Congress that I am here to comment, on the reauthorization of

the Act which historically has contributed in so many ways to the

realization of this uniquely American dream.

TITLE I

Much is heard these days in Washington and throughout the Nation

about the need for cooperative partnerships. Community colleges have

often spearheaded these partnerships in their local communities. My

own institution in Eastern Iowa is involved in three kinds of

partnerships: private/public, public/public, and partnerships within

3 7
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- 2 -

the educational community. We administer the regional Job Training

Partnership Act program which is representative of the Federal

ncouragement of private/public partnerships. And, through support

from 2owa's unique statute, called the Iowa Jobs Training Program, our

institution and many other community colleges in Iowa are providing

start up training or retraining for workers in businesses which want

to locate or expand in Iowa. These partnerships are having a positive

effect on Iowa's economy, on individual private corporations, and on

the lives of individual workers. On the public/public level, our

institution has trained staff for the Rock Island Arsenal, a Federal

installation located in Illinois; and has joined with the City of

Davenport in constructing a new facility providing space for both the

Eastern Iowa Community College District and the city's Ground

Transportation Center supported in part with Federal dollars. And

particularly beneficial to us has been our partnerships with other

educational institutions. The cooperative vocational/technical training

program with local high schools using a 2 + 2 organisation, that is,

two years of high school training plus two.years of community. college

education; our donation of acreage tdtha Pleasant Valley School District

to be developed into shared recreational facilities; and an articulation

agreement with St. Ambrose College that allows our students to transfer

in-full all of the credits earned through our colleges are examples

of that kind of cooperation. We are committed to the establishment

of these partnerships with our community and ve will work aggressively

to expand their numbers.

Expanding the provisions of Title I, Continuing Postsedondary

Education Program and Planning, to provide ineentives for the

establishment and expansion of these locally and nationally beneficial

partnerships could continue to do much to move these relationships from

talk to implementation. We in the community colleges need the private

Sector's advice on curri4ula design and, content; vs need to respond

to the private sector's specific and general workforce needs; we need

the private sector's machinery, personnel and facilities to help us

with our training programs. In turn, we will continue our already
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for Title II for the provision of automated systems for resource sharing,

the community colleges could greatly expand their library and media

resources by sharing the resources of the public libraries on community,

region and state-wide bssis.

TITLE III

I recommend that a new Title III, Institutional Aid, be sdopted

in the reauthorization of the Higher Education Act. This Title should

have three Partso

1. Part A should provide grants to institutions to plan, develop

or implement activities which would strengthen the institutions.

Institutions which still meet other eligibility requirements and which

have received support from Title III for less than five years should

be allowed to apply for additional Title III support.

2. Part E should provide for assistance to historically Bleck

Colleges alone.

3. Part C would renew the challenge/endowment grants progrsm

and should be changed to permit all, institutions with general Title

III eligibility to compete freely for such grants. The current provision

which permits only recipients of support from the existing Parts A and

3 to be eligible for challenge/endowment grants should be eliminated.

Title III as recommended here would t'arget support'more effectively

on institutions whose development will do the most to stabilize and

expand universal access to colleges and which serve the neediest

populations. The cameunity, technical and junior colleges seri@ more

Hispanic and Black students than all other segments of higher education

combined. They also serve more working ahnits and disadvantaged students

and they provide more programs expressly tailored to the private sector!s

advanced and changing training needs than any other postsecondary system.

Ihire these patterns es fairly weighed in the Title III awards as the

Law's original purposes indicate they should be, these community,

technical and junior colleges vould be receiving a greater share of

Title III support than they are. In fact, I urge you and your colleagues

to consider authorisation language which would assure that these

institutions receive fully proportional funding equity based on target

populations served in both Parts A and C of this recommended new Title
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The historically and traditionally Black colleges and universities

have made. enormous contributions to achieving equal opportunity through

postsecondary education for Black, low-income and educationally

disadvantaged Americans, an effort which has been endorsed by stated

National Public Policy. But, these same institutions have not-always

received their fair share of Federal resources through historical

legislation and programs such as the Morrill Act of 1962, the Higher

Education Act of 1965, and the award of other Federal grants and

contracts.

Renewal of the challenge/endowment grants program is vital to

developing institutions. Developing colleges typically have a serious

need for even modest amounts of "unrestricted" funds for programs that

serve the academically and economically disadvantaged and to promote

regional and local economic development. Title III challenge/endowment

grants would provide the seed funds which would support these important

initiatives.

There is another Title III matter which I should like to bring

to the Subcommittee's attention. The 1972 amendments directed the

Education Department to employ three GS-super-grade executives with

community college backgrounds. The Department has ignored this provision

in the Law and the Office of Postsecondary Programs continues to operate

with a single senior executive who is fully grounded in community and

technical college work.

TITLE IV

The organizations which I represent believe that the

reauthorization of the Pell Grant Program should be based on the extension

of current law. This position recognizes both the exceptional success

of the current program and the fact that, with passage of the latest

Budget Resolution, inc eeeee s in Pell Grant support will be limited for

at least three years.
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Of primary importance is the restoration and maintenance of the
purchasing power of the Pell Crane. Erosion of this purchasing power

diminishes postsecondary educational access for the low-income student
whom the program was meant to help..

There is an urgent need to simplify the whole student aid process

and to establish annual timetables that improve both program efficiency
and participation. The goals should be to reduce the paperwork burden

for students, institutions and the Department of Education and to make
the program more clearly understood and easily accessible to potential
applicants.

Additionally, we should like to propose the following for the
Subcommittee's consideration:

1. Retain the current emphasis on need.

2. Extend the current provision of incremental inc eeeee s in

both the maximum grant and the percentage cap on allowable costs, until

the maximum grant reaches $3,400 by P.Y. 1991 and the cost cap reaches
70 percent when the maximum exceeds $2,600. The cost limitatiom should
remain at 70 percent.

3. Add special provisions to meet the needs of adult learners
by excluding home equity, unemployment compensation, ADC and AFDC from
the moans test for Pell Grants eligibility -- and adding child care
expenses to the cost-of-attendance calculations.

4. Extend eligibility to less-than-half-time students.
5. Modify the cost-of-attendance criteria to .reflect the real

costs of commuter students. We recommend that the commuter allowance

for students :Lying off-campus but not with parents (currently $1,600)

be comparable to current budgets for residential students. /n addition,

the living allowance for commuter students living with parents should
be increased. This allowance, set at $1,100 in 1972, has not been
adjusted since. If the limit were increased simply to reflect inflation,
it would be $3,600.

6. Implement the Education Amendments of 1980, which add

this inequity by allowing institutions to determine the cost-of-attendance

for commuter students as they now do for residential students.
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One last recommendation about Pell Grants. We have a particular problem

in Iowa in relation to the displaced farmer and his dependents. Many

of our farmers and their dependents are being forced "off the farm"

because of insurmountable financial difficulties and our community

colleges are trying to help them find new occupational opportunities

through training or retraining. These people need the benefits of Pell

Grants and other Federal financial aid, but their eligibility is limited

because of the eligibility formula. In determining eligibility the

untaxed portion of any capital gains received by the applicant is treated

as income. So, the farmer who sells his land to pay his debts, no matter

that he has no money left after doing so, is denied the grant benefits

which he desperately needs. In the three colleges of the Eastern Iowa

Community College District alone, we estimate that approximately 900

farmers and their dependents have been thusly affected.

It is our recommendation that the formula for eligibility be

modified to discount this specific kind of capital gains income if it

has been applied to debt reduction in some reasonable period of time.

It should be noted that this same farmer is often denied access to

Guaranteed Student Loan funds if he is in bankruptcy.

In addition to my comments on Pell Grants, I wish to recommend

that all the other Title IV programs be extended by reauthorization

as absolutely essential to the continuance of higher educational

accessibility for millions of Americans.

TITLE V

The strengthening of elementary and secondary education inevitably

centers on sharpening the skills of the teachers. Teacher training

and certification traditionally have operated largely at the convenience

of the providers - the institutions - rather than the participants.

Through Title V reform, federal support should foster programs that

promote greater accessibility, convenience, choice and economy for the

participants, and thus encourage teachers to give higher premium to

advancing their professional skills. The programs should draw upon

the exceptional teachers in community and technical colleges to work
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in consortia with university faculty, in order to make the training

more accessible, convenient and economical for teachers seeking preservice

and continuing advancement.

TITLE VI

Just as the economies of all nations are increasingly

interdependent, international trade is indispensible to the American

economy and to our productivity and prosperity. International trade

accounts for 22 percent of the U. S. Gross National Product, compared

with 11 percent in 1970, and 5 percent before 1940. The jobs of one

out of every five Americans depend upon international trade. One out

of every three acres of U. S. farmlaud produces items for export. By

the year 2000, 12 of 13 minerals required for industrial operations

will have to be imported. We ignore these facts at our awn peril. To

continue to lead the world, our colleges have to place more stress on

programs that reveal the essence of other cultures. We must offer courses

and programa designed to stimulate small and medium-sized businesses

to trade their goods and services abroad, vastly multiply American fluency

in foreign languages, and conduct programs that build upon the rich

traditions of ethnic groups in the community. It is also important

to infuse appropriate curricula with international materials, invite

educators and business persons from other countries to share their

perspectives in the communities, and create linkages with firms in the

community that have international operations. These activities will

provide opportunities for the general public to understand its connection

with people across the world. At the same tine, we have to be more

aggressive in telling the world about ourselves, in eliminating negative

and false impressions that other peoples have of us, and in sharing

our know-how and our institutions for adaptation suitable to other

countries.

Title VI, if reauthorized and funded adequately, can contiibute

significantly to meet these recognized needs, problems and'opportunities.
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TITLE VIII

I am particularly gratified that Senator Chuck Crossley is leading

the effort in the Senate to reauthorize and reform Title VIII, Cooperative

Education, by the introduction of his Bill, S. 1338, and I urge support

of his Sill.

Title VIII is inn excellent program designed to stimulate through

postsecondary institutions the development of cooperative education

programs in conjunction with public and private employers. Cooperative

education projects provide students with work experiences that relate

to their career objectives while also providing earnings to help meet

the costs of postsecondary education. Title VIII also contributes

significantly to the establishment of public/private and public/public

partnerships which can and do grow out of relationships established

initially with, support from Title VIII. We recommend that Title VIII

be extended and that the authorization of appropriations be increased

in five million dollar increments from 850 million in 1986 to 870 million

in 1990. We also recommend that the cooperative education program be

made available to certificate candidates in one (1) year curricula who

carry at least one-half the normal full-time academic workload in an

institution which provides a two-year program which is acceptable for

full credit toward a bachelor's degree.

TITLE XI

Title XI, Urban Grant University Program, is authorized, but

unfunded. We recommend that the authorization be extended as a

potentially significant resource for cities to deal with community

problems. The Title should be changed to emphasize cooperation between

urban universities and community/technical -nlleges and coordination

with programs administered by other agencies.

There is another serious and urgent n -ter in which cimmunity

colleges have a great interest and that is tne current and emerging

needs and opportunities for the development of programs in the new
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technology . These include, but are not limited to, such fields

as robotics, computer applications, microelectronics, laser technology,

telecommunications and bio technology. W. have spoken often to Senator

Craseley and his staff regarding the serious need for facilities and

equipment with which to prepare tomorrow's technicians, and the Senator

has recognised the need. His response has taken the form of the

Craseley-Cibbons Bill which would make it easier for industry to give

state-of-the-art equipment and instructional assistance to postsecondary

technical training.

We believe that this need is and will be so great within the

immediate future that additional consideration of Federal support for

technical education in the

teachers, and

Subcommittee in

Education Act.

facilities

its

f program planning and implementation,

and equipment should be given by this

deliberations on the reauthorization of the Higher

Mr. Chairman and members of the Subcommittee, thank you for hearing

my view and the views of the Eastern Iowa Community College District,

and the Joint Commission on Federal Relations of the American Association

of Community and Junior Colleges on the reauthorization of the Higher

Education Act.
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Eastern Iowa Community College District, to the four issues that Snator
Hatch posed to witn aaaaa who appeared during your recent hearings on the
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An BBBBB to Senator Hatch's Questions from the Higher Education
Reauthorization Act Testimonies

1) The proper division of responsibility between student, parents or other
family, educationel institution, the private sector, and government in financing
poeteecondary education.

RII20111

The question of who should pay, and how much, is an ongoing dilemma. The
debate that focuses on who benefits mess the student as a primary beneficiary
and society as a secondary beneficiary. According to this philosophy, the stu-
dents should bear the greater burden of their educational costs. If one were
to adhere to this theory though, access and choice would be denied, as well as
quality, because of inhibiting costs of financing postsecondary education. Thus,
a balance of financial responsibility is nec aaaaa y.

Historically, in public postsecondary education, the student and family bear
approximately one-third of the costs, with the institution and the government
bearing the remaining two-thirds of the costs. In the private sector, the student
and the institution bear a heavier burden because of their independence from
public financing.

One must look at poetsecondary education today al. .rently because of the
federal debt, the changing student population, the inct-asing institutional need
to meet technological changes, and the challenge to the U.S. economy and workforce
to meet global competition.

Can the federal government continue to maintain its :co..: ir iinancing post-
secondary education/ The education community recognizes the financial pressures
on the government at this time, but believes the answer to this question is 211,
and must be yes.

The majority of postsecondary students today are very different from the
college enrollments of a generation ago. They are decidedly older, and, most carry
both their college work and job. More and more are full-time breadwinners who
attend college part-time. The real majority are women, and growing proportion
are homemakers, minorities and displaced workers who face serious hardships in
meeting even one-third of their college costs from their personal funds.

In sum, two points are worth stressing.

The sweeping change in the populations on our campuses comas about directly
from Congressional design. We fervently urge that Congress not waver on this
historic commitment to postsecondary access for all Americans. Only superior
skills can maintain our place in the forefront of global competition. In its
recent analysis of student aid, the National Governors Association stressed the
historic balance and division of responsibility between the States and the
federal government, with the States concentrating their support on the institutions
and the Congress ensuring access for the student. We believe these complementary
roles should be maintained.
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2) The proper balance between loans, grants, and work-study in financial aid
packages in order to ensure a student's maximization of his education.

!melt!:
Increasingly, we see the government placing more emphasis on loans and lass

on grants. Community colleges see this as a dangerous trend. The most economically
disadvantaged students are also typically the most deprived educationally. For
them Pell Grants are almost always the only realistic form of financial aid.
For low-income students who ars overcoming less hardship, work-study also provides
indispensable assistance. If the national promise of real postsecondary access
for all Americans is to be maintained, Pell Grants must remain the first option
in student aid.

Because of increasing educational and personal costs, students are assuming
a larger and larger debt burden. Students are borrowing more and more with only
the hope that they will be gainfully employed upon graduation and can repay the
loann. While tha overall national default rate is running just four percent,
the average student debt burden is increasing steadily. This hits the non-
traditional student the hardest.

First-generation students fear loans because their parents didn't attend
college and they may feel insecure about their career and economic hopes.
Minority students fear loan debts for the same reasons. Older students fear loans
because many of them are displaced homemakers and workers who have family and
other obligations. Yet more and more of these students are borrowing to the
-limit because of the inadequate grant aid. It also discourages students from
seeking graduate level work.

At the same time, heavy debt invariably discourages the moat able students
from persisting in graduate and professional studies that would benefit the
nation as well as the student.

in short, the universal access that bipartisan Congressional leadership has
long labored to establish will become a hollow promise unless Pell Grants remain
the central student aid program.

3) Whether or not more resources for financial aid should be channeled to
institutions for disbursement through them to students and why:

Response:

Whether thifederal government, a state agency or the institution disburses
financial aid to students can make difference. If institutions received more
of the financial aid to disburse themselves to the students, several advantages
would be gained.

First, students could apply at the collage and not be scared away by the
detailed forms. This can be very important for first generation college students,
minorities and part-time students.
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Second, true costs of attendance at any college are better gauged by that
institution than by any other agency; hence the colleges themselves are in the
best position to tailor aid payments to their students' actual needs.

There would be obvious risks, of course, in giving the institutions more
discretion and autonomy. On the other hand, such a step could eventually lead
to significant economies by ridding the government of a vast chunk of ita paper-
work. We assume the government would continue to monitor the institutions closely,
to ensure that affirmative action and needs tests were scrupulously applied.

4) Whether or not, and how, greater concern with a student's educational achievement
levels should be made a part of criteria for financial aid.

Lte_sar_ise:

Should student be turned away from financial aid if they receive bad grades?
Most people would say yes as a matter of principle. Community colleges take it
one step further. A community or junior college is not only a place where students
can earn a traniferableAssociate Degree, but it is often the only place where
disadvantaged students can try serious learning on an adult level. Some of these
students do not have a high school diploma and are working on their GED. Some
are in need of extensive reftedial education or refresher courses, often because
of a poor high school education.

Who are these students? They are the 45 year old displaced homemaker wanting
a degree and career without any prior postsecondary education. They are the
.truck driver, coal miner, steel worker, who because of changes in the economy need
to seek an education for a new Not all community college students fit
these characteristics, but can we turn working adults, displaced workers and single
parents who need new skills away? Community colleges have been going to exceptional
lengths in recent years to maks sure their "ability to benefit" students are
meeting well-defined standards of academic progress.

Students should be required to be "making satisfactory progress" in college,
but the institutions themselves can best set these standards and make that
determination.

This is not to say that academic standards at two-year colleges for these
students should be lower than other students. It does mean that individual
student circumstances should be taken into consideration when deciding whether
or not to sward financial aid.
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Senator STAFFORD. Thank you very much indeed, Mr. Crawford.
The committee next will hear from Dr. Mary-Linda Merriam,

who is president of Wilson College in Chambersburg, PA.
Dr. MERRIAM. Mr. Chairman, I thank you and the members of

the subcommittee for the opportunity to speak to you today on
behalf of Wilson College.

Wilson College is one of the oldest colleges for women and one of
the smallest colleges in the United States. It is 116 years of age,
and for over 100 of our 116 years we have served between 200 and
500 students. We currently have 200 undergraduates, plus 155 men
and women that we serve through our division of continuing stud-
ies in order to serve our region.

We are particularly pleased, too, with the amount of alumni sup-
port. This particular year we have had 58.6 percent of alumni
showing their supportdonating moneysfor the college, and that
helps us rank No. 1 in the Nation among the women's colleges.

I would like to express particlar gratitude to you, and I am sure
that my colleagues on behalf of the smaller colleges in this country
would join me, for all you have done for higher education and for
what you are continuing to try to do.

I would particularly thank you for the comments that you made
most recently in the Chronicle of Higher Education concerning
your concern which we all wish to express and follow through on,
and that is concern for quality in higher education.

Senator STAFFORD. Thank you.
Dr. MERRIAM. Title IV for student financial aid is something that

is of great concern for us as a small, private college. I would like to
share one personal experience with you of one of our students.

We have a student whom I shall call MK. Her family came over
from Vietnam recently. MK is the oldest of nine children. She
began Wilson 3 years ago; she is currently a junior. Because of Fed-
eral aid, in combination with institutional aid, this young woman,
whose parents hold maintenance arid housekeeping positions, is
able to complete her education and has a strong grade point aver-
age.

Two of her brothers and sisters are now in college, also, one each
year, which is a load for any family. But MK serves as a source of
inspiration for me as president of a women's college, and I am sure
is an example of thousands and thousands of young people who
otherwise would be deprived the ability to go to either a public or
an independent institution if it were not for Federal financial aid.

At Wilson College, 69 percent of our students have institutional
aid and 64 percent of our students have Federal financial aid. Ten
percent of our operational budget goes toward our institutional aid
portion.

I would point out that our default rate on GSL'sand we can
track this particularly through our 700 students that apply for the
guaranteed student loan through the Pennsylvania Higher Educa-
tion Authoritywe have a .02 percent default rate, and we are
proud of that. Now, that is just of the 700 that wk. can track, but
there are less than 10 students that have defaulted.

For our national defense student loan, which is also an impor-
tant program for us, our default rate is only 4.8 percent, and fall-
ing. I express my personal concern and certainly a pledge that this
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Is something that the presidents have concern for, and I would cer-
tainly want to see that the programs mitigate any possibility of
abuse.

I would also express concern for loan burdens; that we not have
such a great loan burden for our young people, or great debt
burden, by the time they graduate. I have appended to my testimo-
ny some specific recommendations that were developed by the Na-
tional Association for Independent Colleges and Universities.

Overriding those specific recommendations is my personal con-
cern that we do all we can to work together between the public and
the independent sectors because, of course, what matters very
much is that young people have the opportunity for an education.

Let me turn for a moment to title III because Wilson College has
been a recipient over the last 3 years of $320,000 of money from
the title III program. This money helped us gain private money,
and it also enabled us to provide a computer literacy program for
all of our undergraduates, to begin a 2-year program in computer
information systems, to establish a learning resource center for all
of our students, and to improve our advising and our career plan-
ning programs for our students.

In addition to permitting us to secure additional private money,
a major point that I would make about this program is that with
that money for the 3 years, it provided seed money and we were
able to get these programs started, all of which we are now able to
continue on our own. We would not have been able to continue it
on our own if it had not been for the help that we received, and we
are very grateful for that.

Finally, I would simply say that our population is changing. For
a college that served a traditional undergraduate population for
certainly, again, well over 100 years of its existence, we are now
facing a population one-third of whom are adults.

Without giving you any specific recommendations, I certainly
urge for your consideration the possibility of funding for adults
who are returning to school on a part-time basis.

I thank you very much for this opportunity.
[The prepared statement of Dr. Merriam and responses to ques-

tions submitted by Senator Hatch follow:]
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Mr. Chairman and members of the Senate Subcommittee on Education, Arts, and

Humanities, my name is Mary-Linda Merriam. I am the Presidnt of Wilson College, a

four-yar liberal arts college for women foundd 116 yars ago and located in south

central Pnnsylvania. I have served as president of this institution since 1981.

I am pleased to appear before you today to present the recent experience of

Wilson College regarding vral titls of the Higher Education Act for your con-

sideration as you are formulating the reauthorization of this landmark act which

provides ducation for the citizens of our democratic nation.

Wilson College is and always has been one of the smallest colleges in our

nation. With the xception of the decade of the 1960,1, nrollment at Wilson

College has been between 200-500 students. The documented record of its graduates

has been outstanding and it has njoyed the reputation of being one of the more

rigorous of the liberal arts institutions. A 1974 study done by M. Elizabeth

Tidball on women graduates who achivd a rsearch doctorate and/or mention in

Wpo's Who in American Women showed graduates of Wilson College ranking overall

124th among the 2,800 colleges and univrsities in percent 0 women undrgraduates

who obtained the Ph.D. dgr in the physical cinces, twenty-third in the bio-

logical sciences, and twenty-seventh in the arts and sciences. A followup study by

the same author oon to be submitted for publication will also show Wilson with an

outstanding record.

In its mission tatement written in 1869 the stated goal of the college was to

provide a liberal arts ducation for women ouivalent to the best then available to

young men. The college pledged to provide such an ducation at moderate cost. In

recent years that pledge has been kept in several ways. Our total f package

(tuition, mandatory fees, room and board) is $9,987 for 1985-86, with 25% of that

figure offset by institutional financial aid. In 1984-85, 69% of our students

needed and received institutional aid.



839

The studies done by the National Institute for Independent Colleges and Uni-

versities (NIICU) indicate an alarming trend that can be documented by experience

at Wilson. It was noted in their studies that in recent years there are fewer

students receiving grant aid and more students receiving loans. Against this

backdrop, let us look at the critical and much appreciated help provided our Wilson

students through federal financial aid under Title IV.

In 1984-85, 64% of the students at Wilson College received federal financial

aid as authorized by Title IV of the Higher Education Act. In 1980-81, 60% of our

students were receiving federal aid. It is important to note that the size of the

student body was relatively constant for those two years. In 1980-81 Pell Grant

awards totalled $72,435 for 71 students; in 1984-85 the grants totalled $67,087 for

54 students. The 1984-85 data reveals that 30% of the students at Wilson College

received Pell grants. All had family incomes of under $25,000 and 12% of those

students came from families with adjusted gross incomes of under $11,000. By way

of contrast, in 1980-81, Guaranteed Student Loans totalled $134,814 to 66 students;

in 1984-85, $250,694 was given to 126 students. This is a 91% increase in the

number of students needing the loan program.

The danger posed by this increasing shift to loans is that undergraduates will

leave school with debt burdens so great that they may be unable to repay them, a

burden that would discourage them from pursuing graduate study, and a burden which

also creates situations where the purchasing ability of a generation of young

women is decreased the,kby affecting the overall economy.

There is no question that the cost of education at our independent college has

risen. The total fee package (tuition, mandatory fees, room and board) for 1980-81

was $5,975 with $4,050 as tuition. This contrasts with 1984-85 where the total was

$9,350 with $6,436 as tuition. As tuition has increased, however, so has insti-

tutional financial aid from dollars generated from endowment and annual giving. In

1980-81 Wilson was giving $205,000; in 1984-85, $367,000. We projected aid of

-2-
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8415,000 for 1965-66. As a college we rank among the top of the Pennsylvania

institutions in the percentage of our operating budget which is earmarked for

financial aid, and yet, our grant to loan ratio for our students is decreasing.

This is particularly worrisome for although our low income students are receiving

higher grants, their loan obligations are increasing at a faster rate.

Average family income in 1960-61 for Wilson students was approximately

$21,000; in 1964-65 it was $24,700 with much of this increase resulting from

inflation rather than real income. Of students receiving some form of federal

financial aid in 1964-65, 55% of our students had family incomes of less than

$25,000; 16% had family incomes of $25,000-$32,500 and 27% had family incomes of

$32,500 or above. In this last category, families were using the Guaranteed

Student Loan Program almost exclusively in order to meet the expenses at Wilson.

Thus, at Wilson the experience corroborates the stated goals for federal financial

aid, targeting grants for low income students and loans for middle income students.

It would have been impossible for the majority of our students to have their

full financial need met if it had not been for loan programs in addition to the

Guaranteed Student and "PLUS" loan programs. I refer specifically to the National

Direct Student Loan Program. Wilson College has a revolving fund of nearly $90,000

which is used to fill in the gap for all of our students on aid who need it. Over

700 Wilson students have borrowed monies through the Guaranteed Student Loan

Program administered by the Pennsylvania Nigher Education Assistance Agency since

its inception. At this time, fewer than ten students who are in repayment are in

default. Similarly, our default rate for our National Direct Student Loan Program

is now currently at 4.6% and falling.

College Work Study is another significant program that helps to fill in the

gap between cost and family contribution. In 1960-61 the college received from the

government $26,661 and the institution added to that $6,715 to make a total of

$33,576. In 1964-65 the federal contribution to CWS was $23,062 or a 14% decline;

-3-
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the institution has increased its contribution to CWS to $19,000 or a 280% in-

crease. In addition, the college provided another $30,000 for students to hold

Sobs within the institution beyond the CWS program. There is little question that

because independent colleges typically have higher tuitions than public colleges,

our students tend to have a greater need for the supplemental student aid programs.

I recommend for your consideration the proposal put forth by the National

Association of Independent Colleges and Universities (NAICU) and I have appended

their recommendations to my testimony. It is committed to focusing grant aid on

the low-income students and low interest loans with more modest grants available to

meet the financial needs of middle income students.

Wilson College has njoyed phenomenal success in these last six years re-

garding alumnae giving. We ranked first among the women's colleges in 1982-83 and

we feel c-.tain that we will rank in the top onie or two this year with 58.6% of all

of our living alumnae having donated money to the college. We rank in the top

twelve of all the colleges and universities in the nation. There is no question

that private gifts are an important part of the annual budget. Even with an

impressive giving record yielding over $1,000,000 annually to the operating budget,

bringing a small college into the technological era could not have been

accomplished had it not been for the federal government's Title III program.

Wilson applied for funds and received from 1982-83 through 1984-85 a total of

$320,867. These monies have allowed us to:

1. Update our curriculum through requiring computer literacy of every student;

adding a two-year program in computer information systems; expanding the inter-

national focus of the curriculum by providing beginning language course capability

through the computer; providing support services enabling the creation of a new

learning resources center; and expanding our Veterinary Medical Technology program

to include both an associate and a baccalaureate degree.
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2. Improve our admissions program through advancing the work of alumnae-

admissions representatives and through the addition of an institutional researcher

whose purpose was to collect data and set up a procedure for the on-going col-

lection of data after the period of the grant.

3. Improve student life and career planning and placement through the esta-

blishment of a new ducational advisement program, a mentoring program involving

200-300 alumnae, and a professionals-in-residence program.

I am pleased to report to you that all of these activities have been compl-

eted. To ins, the most important fact about the Title III program is that it

allows the institution funds for activities that can lead it to a self-supporting

stance. Without the funds, we wouldn't have been able to attract other private

funds or to begin the activities - particularly those that required hardware such

as the computers. For small institutions with limited budgets, facing the nec-

ssity to keep tuition within a competitive range and yet remain creative in

curriculum development and faculty improvement, Title III has played a crucial

role. It gave us the sorely needed impetus for progress that we now can continue

on our own. Additional funds for new projects are needed, but the important fact

as far as I am concerned is that we are able to continue on our own the projects

stimulated by funds from the federal government through Title III.

This year we were also fortunate to be funded for a modest amount of money

under Title VI. The federal initiative in this title meshed with our goal of

internationalizing the curriculum. Wilson College instituted a requirement that

all students in order to graduate had to have the equivalent of two years of a

foreign language and had to meet a specified competency level on the Foreign

Service Examination. Our faculty recognized that in an increasingly competitive

and global society, competency in a language other than English is imperative. W.

also developed language immersion courses for adults, particularly those in the

business world. Title VI has enabled us to extend our efforts beyond what could be
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accomplished on our own. The program funding will allow us to get this program up

and running so that it tan become more self-sufficient.

The academic world is changing. I put no value on that statement - for good

or for evil. It is simply a fact. At Wilson College we are educating many more

adults on a part-time basis than ever in our history. One-third of our student

body is over 21 years old and going to school part-time. Our goal is to increase

the number of part-time students, with particular emphasis on serving women using

creative and educationally sound methodologies. The reauthorization of the Higher

Education Act, I feel, needs to provide for adult learning as it does in Title

however funding of Title I needs to enjoy a higher priority. This tide of adults

returning to school not only reflects that desire of women, in particular, to

advance their eductions, but also reflects the fact that the body of knowledge is

increasing, job needs of the society are changing, and very few of us will be

working in a single unchanging job for a lifetime.

Education truly is a lifelong activity and the role of the federal government

has been critical in establishing within our culture the priority of higher

education in meeting our national and international goals. This leadership role

has been of incalculable value and in this reauthorization the Congress should

build on the solid foundation that the entire higher education community accepts

and supports.

Thank you.

-6-
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ADDENDUM TO TESTIMONY OF MARY-LINDA MERRIAM, SEPTEMBER 10, 1985
SENATE SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES

NAICU RECOMMENDATIONS TOR REMITHORIZATION
01' THE HIGHER EDUCATION ACT

TITLE IV - STUDENT ASSISTANCE

Student Grant Proarame - Continue the existing federal
policy goal that every ligible student shall receive aid under
the Pell Grants, SLOG, and MUG programs that, in coMbination
with reasonable parental and student contributions, will be
Sufficient to meet 78 percent of student's cost of attendance.

Pell_Grante Restructure Pell Grants in order to resolve
the long-standing conflict among sectors of higher education
over percentage-ofcost limitation/maximum award/funding
triggers for other programs by instituting new Pell Grant
formula. The formula would target the program on low-income
students and insert price sensitivity into the baaic structure
of the the Pell Grant program, basing eligibility on two-part
formulas (1) half of tuition, mandatory fee, and book expenses
for all ligible low- and middle -income students, up to
maximum of $2,100, plge (2) sgbetantial allowance to cover
living expenses for-III low-income students, up to a maximum of
$2,100. This mechanism would award substantial grant dollars to
low-income students for their living expenses plus half of their
tuition expenses in order to assure their access to all types of
higher educational opportunities, but would limit the
participation of middle-income students to just half the "price"
charged to them.

The proposal assumes the same taxation rates on
discretionary income for dependent and independent students in
order to provide sdbetantial grants to lowincoee students and
$200 minimum award to student from typical family of four
with one in college and an adjusted family income of $30,000.

supplemental Educational Opportunity Grants - Reauthorize
the 8206 program with a funding authorization of no less than 15
percent of the apprOP riation for Pell Grants. Target SEOG
funding on students with greatest need for funds (defined as
those students whose expected family contribution is less than
one-half of their total cost-of-education). Maintain
institutional "hold harmless" level at amount institution used
in academic year 1985-86 (TY 1985 appropriation). Allocate all
new funding above the FY 1985 level only to those institutions
whose institutional "fair Share" xceeds their institutional
"Conditional Guarantee". Reinstitute institutional matching
requirement in programs, with matching funds to come from
rn-federal sources. Drop use of institut!onally-provided
need-based student grants and awards from **mule used to
determine institutional need for SEOG.

State Student Incentive Grants - Reauthorize the program
and allow states to use up to 50 percent of new allocations,
above ry 1985 level, to establish or sustain 50/50
federal/state matching work-study program.,,
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.. College Work-StudY - Reauthorise the program without
changing the language that Unite CMS to non-profit
institutions, without changing the existing reallocation
procedures, and without consolidating the program with
Cooperative Education. Allocate new funding above the FT 1915
level as in SIOG (see above).

MatIOnal Direct Student Loans - Reauthorize the progral and
rename the program for its princ pal advocate, the late chairman
of the House Education and Labor Committee, Representative Carl
D. Perkins.

Guaranteed Student Loans - ReauthOrise the program
increasing the annual loan limits for those undergraduates who
have completed their first tvo years of study toward a
bachelor's degree and for graduate students to $5,000 and
$8,000, respectively. Aggregate limits ars increased to $20,000
for undergraduates and an additional $28,000 for graduate
students. Limit all loans to need remaining after all federal
grant, work, and loan benefits, together with all expected
parental/student contributions are taken into account. Provide
for borrower -requested consolidation of student loans. Repeal
the origination fee. Provide for a federally-guaranteed, but
notlederally-subsidised, "loan of last resort."

-412.US Loans - Reauthorise the PLUS loan program making it
more attractive to lenders, and therefore a more viable program
for borrowers, by allowing consolidation or refinancing of
loans, ahd by allowing secondary markets to adjust payment
schedules with the borrower.

Master Calendar Establish a master calendar for the
delivery of student aid ln order that the student aid system may
function smoothly.

Verification - Require verification doclmentation to be
submitted on all federal student aid applications.

TITLE XII - INSTITUTIONAL AID

Reauthorize program with three separate parts: Grants to
strengthening institutions, grants to Historically Slack
colleges and universities, and Endowment grants. Alter
e ligibility criteria to include a wider body of institutions.
E xpand permissible uses of grant dollars to include recruitment
activities and training of administrative staff. Make
Cooperative Arrangements a high priority funding area with more
lenient restrictions on participation.

TITLE VII - CONSTRUCTION. RECONSTRUCTION, AND RENOVATION OF
ACADEMIC FACILITIES

Reauthorize title with emphasis on renovation rather than
new construction. Increase funding authorization to reflect the
increasingly critical need for assistance in this area.
Streamline title by deleting unfunded provisions for loan
insurance and interest greats. Delete community college
setaside provision so that all types of institutions compete
equally on the merits of their applications.
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9/16/85

Questions from Senator Hatch to all witnesses at Higher Education Reauthorization

hearings:

Please give me your thoughts.
problems:

as you choose; on any or all of the following

1) the proper division of responsibility between student; parents or other
family; educational institution, the private sector, and government in
financing post-secondary education;

2) he proper balance between loans, grants, and work in financial aid packages
in order to ensure a student's maximization of his education;

3) whether or not more resources for financial aid should be channeled to
institutions for disbursement through them to students and why; and

10 whether or not, and how, greater concern with a student's educational
achievement levels should be made a part of criteria for financial aid.

FROM: Mary-Linda Merriam, President
Wilson College

1) I think that it is difficult to assign percentages to each constituency.
Parents should be expected to plan for the education of their children and should
pay as much as can be reasonably expected given their income and number of dependents.

Students should be xpected to work and contribute, but there is a limit to this
before work seriously impedes their studies. A summer contribution of $1100 plus
10 hours of work a week seems reasonable if jobs are available. I feel that the
federal government does play an important role in providing low-interest loans
which must be repaid, in providiag some type of incentive for parents to save
for a college education, and in providing grants to the neediest students so that
they may choose private higher education if that is their wish. This last is
particularly true since private higher education does raise money and does contribute
from its own resources loonies towards financial aid to needy students and the
government is spared additional public expense in the subsidies which would have to
be raised in order to expand public higher education if the private sector were

not educating 202 of the students.

2) In my opinion, we should not inc eeeee the debt burden. I would maintain the
maximum loan at about the same proportion it is already. The number of hours
through work study should remain the same also since the main purpose is studying and
more hours would intrude upon the time more properly spent in academic work. Grants,
then, have to make up the difference if the fanny is unable to do so.

3)1 feel that more financial aid should be channeled into the institution. Morley
could be saved in the adminiwtration'of the program and the institution would have
more flexibility in meeting the needs of the students with whom it has contact.

4) Satisfactory academic progress should, indeed, be a criterion for financial aid.
Institutions, however, need to maintain their flexibility in determining policies
appropriate for standards for academic progress that fit the needs and characteristics

of their particular student populations.



347

Senator STAFFORD. Well, thank you very much for a very good
statement.

Dr. Rosser, president of DePauw University, I guess you are
next.

Dr. ROSSER. Thank you, sir. If you do not mind, I am going to just
hit some of the highlights of my testimony to save some time.

Senator STAFFORD. We would be glad to have you do that.
Dr. ROSSER. I am sure you will not mind that.
Senator STAFFORD. No, sir; we will not. Coming from Vermont

and Calvin Coolidge's part of it, you know, I appreciate short state-
ments.

Dr. ROSSER. Thank you. I thought it might be interesting for you
to hear how a school such as DePauw, which traditionally has been
a strong school academically and financially, is faring in this day
and age, and then for me to compare that briefly with what is hap-
pening nationally to other independent schools.

We have got full enrollment. Our faculty salaries are high in re-
lation to other 4-year colleges. We have got $60 million in endow-
ment. We are well on the way to finishing a very large campaign,
but yet I cannot sleep at night.

Every year when you are trying to put that budget together, you
still are back at the basic consideration, and that is that most of
your money comes from tuition. We are essentially the highest cost
school in Indiana, but still, and I know you asked this question ear-
lier, we are only about 10 percent above where we were 10 years
ago in real dollars. Unfortunately, when I mention this to parents
they do not relate to it. It does not strike an interesting chord.

I now refer you to chart No. 1 which I put together to look at the
statistics for all the private colleges in the country. This comes
from the National Association of Independent Colleges. What I find
most interesting is that if you look at our collective tuitions over
the last 10 years, we are now only about 14.5 percent more than
the CPI. I think this is very interesting because there has been so
much in the media recently about these dramatic increases in tui-
tion, but when you look at that over a 10-year period, it puts it in
perspective.

On the other hand, if you look at the tuitions at the State
schoolsagain, this is a collective figureyou find that they have
gone up less than the CPI over the equivalent period.

But the critical thing, of course, is that tuition gap in real dollars
that we are left with in 1984-85and of course it is larger today
is almost $4,000. This is the average tuition gap between the aver-
age college and the average State school.

Yet when we look at other State schools in Indiana, we are talk-
ing about a tuition gap of $6,000 between attending DePauw or a
good State school. Now, how do we close it?

Here, I try to show that, in fact, we cannot do it. As far back as 5
years ago, we found we could not close the gap in terms of the aid
for which the students were eligible. You see on page 2 at the
bottom a chart showing what we have done and what has hap-
pened in terms of Federal and State aid.

You heard similar stories from other people testifying today. Our
institutional aid has doubled and we still cannot close the gap.

353
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Now, the critical thing is where did we get that money, that addi-
tional 1.2 million?

It came out of faculty salaries; it came out of', for example, trying
to find some funds to redo our library. It came out of funds we oth-
erwise would have used for scientific equipmentagain, just on a
small scale, what you are seeing at almost all institutions in the
country.

I do not know of any school in the Nation which has been able to
make these funds up from increased endowments. We all have used
operating funds, and what we are doing is simply redistributing
income from those people who can pay to those students who
cannot pay, trying to close this gap between the State schools and
what we have to charge, and also because of the decline in Federal
and State aid.

'We cannot turn to the States to make up this difference. That is
just not the political reality. We know where the pressures are in
the States. So, what we have to do, again, is to ask you to give very
serious consideration to keeping on these programs which really
have worked quite wellthe Pell grants, for example, and the in-
stitutional-based awards that we have been able to grant. They
have worked quite well.

The real problem, however, for the private schools is we have got
to look at the formula for Pell grants. We have got to do something
to make that formula more sensitive to dealing with the tuition
gap.

You have got the concern about bringing some kind of balance to
higher educationa mixed kind of system which we have had for
years. I refer you to the NAICU recommendations, and I support
those.

Thank you very much.
[The prepared statement of Dr. Rosser follows:]
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Statement of Richard F. Rosser

President of DoPauw University,

before the Senate Subcommittee

on Education, Arts and Humanities,

September 10, 1985
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Mr. Chairman:

I am Richard Rosser, President of DePauw University in Greencastle,

Indiana. I am speaking today on behalf of the DePauw University, but, more

importantly, for the students who now attend DePauw, and students who may hope

to attend it--or schools like it--in the years to come.

I will address primarily the issue of student financial aid rather than

institutional support. DePauw is one of the stronger four-year undergraduate

liberal arts institutions in the country, and does not expect direct Federal

or Stato support. But we do want students from all walks of life to have a

reasonable chance to attend a school like DePauw.

On the surface, things look rosy for DePauw. We have full

enrollment--2,300 students--and this figure has not varied more than 100

either way over 20 years. Our faculty salaries place us among the top 10% of

four-year colleges nationally. We have $60 million in endowment, and are

finishing a five-year $100 million campa;gn over a year ahead of schedule.

Our physical plant appears first-rate.

But there are long-range problems:

The bulk of our operating budget will always come from student

tuition.

We have raised tuition each year, as we must. We are the

highest cost school 4n Indiana--but we always have been at or

near the top. In real dollars nevertheless we are only 10%

above our tuition of ten years ago.

Meanwhile, tuition increases at the heavily subsidized state

schools in Indiana have been held below the rate of inflation
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to 40%. (The average nationally has been 50%). We now cannot meet the

demonstrated need even of those students who do qualify. After the average

student has received all the federal, state, and institutional aid available.

the "package" is S1os00 less than the theoretical amount for which the student

is eligible.

The situation nationally is similar. Chart 02 from NAICU shows, for

example, the decline in the percentage of students receiving Pell grants at

independent colleges. This also shows the dramatic increase in GSLs--and

DePauw students are no exception.

But where did the increase in OePauw's institutional aid come from?

Almost all of the increase has had to come right out of our operating

budgetnot from increased endowment. And this hurts:

Faculty salaries at DePauw are high--but only in relation to

other private four-year liberal arts colleges. We can't begin

to pay what state schools offer. Our younger faculty can't

even qualify for a home loan at Greencastle banks.

Our library, built in the 1950's for $2.5 million, needs a

$3.5 million renovation.

Our building for the biological sciences and psychology needs a

$2 million renovation. (We are lucky. New buildings for all

the sciences at liberal arts colleges, including equipment,

will be costing $25 million and up.)

Our faculty, our physical plant, and our programs are suffering,

primarily because federal (and state) aid for our students has not kept up

with inflation, and tuition at state schools has been held down. As far as I

can tell, this pattern is repeated at almost all independent schools in the

country. No one has been able to increase endowment quickly enough--or will
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be able to do so. And I suggest that if DePauw is hurting with its unusual

academic and financial strength, most independent schools are much worse off.

Yet nothing is more directly in the national interest than a healthy

system of higher education based historically on a mix of state supported and

independent colleges and universities. And it should be the best system this

country is capable of--not a minimal or even "adequate" system. Our economic

well-being depends directly on a populace educated to its maximum, from "IV

through graduate school. A modern defense establishment must have

well-educated personnel. Even more basic, our very quality of life--our

democratic society--assumes a well-educated populace.

The responsibility for assuring a healthy and mixed system of higher

education cannot be left to the states. The pressure in every state is to

subsidize state schools. This is a political fact of life. The national

interest in higher education can only be effectively pursued by a national

legislative body--yourselves.

I won't go into the details of what I would recommend except to ask this:

- Please make Pell grants of greater help to the truly needy and

more tuition-sensitive to help narrow the tuition gap between

what we must charge and what state schools charge after the

direct state subsidy for every student regardless of need is

applied. I fully support the NAICU proposal (Chart 03) in this

regard.

Please keep the campus-based programs (SEOG, SSIG, Work-Study,

and NDSLs). They work, and don't need major change (Also see

Chart 03.)

Please keep the GSLs. Make them based on real need--not on

some simplistic parental income figure (Also see Chart 03.)
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Please examine carefully the NAICU proposals for all other

aspects of reauthorization. They represent the thoughts of our

best people in the field of independent higher education.

- Please fund all programs realistically to take account of

inflation.

I thank you for your patience.
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Chart #3

NAICU RECOMMENDATIONS FOR REAUTHORIZATION
OF THE HIGHER EDUCATION ACT

TITLE rV - STUDENT ASSISTANCE

Student Grant Programs - Continue the existing federal
policy goal that every eligible student shall receive aid under
the Pell Grants, SEOG, and SSIG programs that, in combination
with seasonable parental and student contributions, will be
sufficient to meet 75 percent of a student's cost of attendance.

Pell Grant - Restructure Pell Grants in order to resolve
the long-stancing conflict among sectors of higher education
over percentage-of-cost limitation/maximum award/funding
triggers for other programs by instituting a new Pell Grant
formula. The formula would target the program on low-income
students and insert price sensitivity into the basic structure
of the the Pell Grant program, basing eligibility on a two-part
formula: (1) half of tuition, mandatory fee, and book expenses
for all ligible low- and middle...income students, up to a
maximum of $2,100, plug (2) a substantial allowance to cover
living expenses foriII low-income students, up to a maximum of
$2,100. This mechanism would award substantial grant dollars to
low-income students for their living expenses plus half of their
tuition expenses in order to assure their access to all types of
higher educational opportunities, but would limit the
participation of middle-income students to just half the "price"
charged to them.

The proposal assumes the same taxation rates on
discretionary income for dependent and independent students in
order to provide substantial grants to low-income students and a
$200 minimum award to a student from a typical family of four
with one in college and an adjusted family income of $30,000.

Supplemental Educational OpportunitY Grants - Reauthorize
the SEOG program with a funding authorization of no less than 15
percent of the appropriation for Pell Grants. Target SEOG
funding on students with greatest need for funds (defined as
those students whose expected family contribution is less than
one-half of their total cost-of-education). Maintain
institutional "hold harmless" level at amount institution used
in academic year 1985-86 (FY 1985 appropriation). Allocate all
new funding above the FY 1985 level only to those institutions
whose institutional "Fair Share" exceeds their institutional
"Conditional Guarantee". Reinstitute institutional matching
requirement in program, with matching funds to come from
non-federal sources. Drop use of institutionally-provided
need-based student grants and awards from formula used to
determine institutional need for SEOG.

State Student Inceptive Grants - Reauthorize the program
and allow states use up to 50 percent of new allocations,
above FY 1985 level, to establish or sustain a 50/50
federal/state matching work-study program.
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Chart N3 - 2

College Work-Study - Reauthorize the program without
changing the language that limits CWS to non-profit
institutions, without changing the xisting reallocation
procedures, and without consolidating the program with
Cooperative Education. Allocate new funding above the FY 1995
level as in SEOG (see above).

Rational Direct Student Loans - Reauthorize the program and
rename the program for its principal advocate, the late chairman
of the House Education and Labor Committee, Representative Carl
D. Perkins.

-
Guaranteed Student Loans - Reauthorize the program

increa.ing the annual loan limits for those undergraduates who
have completed their first two years of study toward a
bachelor's degree and for graduate students to $5,000 and
$0,000, respectively. Aggregate limits are increased to $20,000
for undergraduates and an additional $25,000 for graduate
students. Limit mll loans to need remaining after all federal
grant, work, and loan benefits, together with all expected
parental/student contributions are taken into account. Provide
for borrower-requested consolidation of student loans. Repeal
the origination fee. Provide for a federally-guaranteed, but
norlederally-subsidized, *loan of last resort.*

PLUS Loans - Reauthorize the PLUS loan program making it
more WEEEFEEX to lenders, and therefore a more viable program
for borrowers, by allowing consolidation or refinancing of
loanP, and bi allowing secondary markets to adjust payment
schedules with the borrower.

Master Calendar - Establish a master calendar for the
delivery of student aid in order that the student aid system may
funCtion 'smoothly.

Verification - Require verification documentation to be
submitted on all federal student aid applications.

TITLE III - INSTITUTIONAL AID

Reauthorize program with three separate parts! Grants to
strengthening institutions, grants to Historically Slack
colleges and univarsities, end Endowment grants. Alter
eligibility criteria to include a wider body of institutions.
Expand permissible uses of grant dollars to include recruitment
activities and training of administrative staff. Make
Cooperative Arrangements a high priority funding area with more
leni'mt restrictions on participation.

TITLE VII - CONSTRUCTION, RECONSTRUCTION, AND RENOVATION OF
ACADEMIC FACILITIES

Reauthorize title with emphasis on renovation rather than
mew construction. Increase funding authorization to reflect the
increasingly critical need for assistance in this area.
Streamline title by deleting unfunded provisions for loan
insurance and interest grants. Delete community college
setr crovision ea that all types of institutions compete
eqUa m the merits of their applications.
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Senator STAFFORD. Thank you very much, Dr. Rosser. That was a
very interesting statement and a very good one.

Now, Dr. Danforth, we would be pleased to hear from you.
Dr. DANFORTH. Mr. Chairman, I am William H. Danforth, for the

past 14 years chancellor of Washington University in St. Louis. It
is an honor to comment on this reauthorization bill, especially
before a chairman and a committee who have offered such states-
manlike leadership to higher education cald before a chairman who
is so perceptive in comparing brothers. [Laughter.]

America has historically placed confidence and hope in educa-
tion. We have poured energy and treasure into higher education in
the belief that a well-educated citizenry will keep democracy suc-
cessful politically and economically and that access to higher edu-
cation is an integral part of the A merican dream of equal opportu-
nity.

We have encouraged a wide diversity of institutions, many kinds
of which you have heard from today-2-year colleges, research uni-
versities, colleges traditionally organized for liberal arts education
and for vocational training, colleges traditionally for blacks, for
women, for Catholics, Lutherans, Jews, Baptists, Quakers, and on
and on.

Out of this mix has come a remarkable result. These institutions
educate over 50 percent of young Americanstwo-and-a-half to
four times the rate of Western European countries.

Our colleges and universities perform over 50 percent of the Na-
tion's basic research. No other system has produced the amount or
quality of research; our top institutions are the envy of the world.

In recent years, we have broadened higher education, encourag-
ing increases in degrees for women and more modest increases in
degrees for minorities.

These accomplishments are a direct result of two things: encour-
agement from public sources, Federal and State, and from our di-
versity. Those working in our colleges and universities have re-
sponsibility for the success of their own institutions and an energiz-
ing competitive spirit.

In our State, we have recognized that strength lies in diversity.
Colleges and universities, public and private, large and small, work
together for what we believe to be the best interests of the people
of Missouri.

I support the American Council on Education's efforts to do the
same at the national level and that organization's position on un-
dergraduate aid. I believe the basic structure of student aid ham-
mered out over the years should be maintained. It is complex, but
diversity requires complexity.

It is wisely aimed at, first, access and, second, the choice neces-
sary to mintain diversity. The balance between Pell grants and
campus-based programs is critical to serve the young people and
the Nation well. Adjustments to reflect the costs of higher educa-
tion are, of course, necessary.

Graduate education needs attention. The Nation must have some
of its most gifted college graduates head for graduate school and
become the next generation of teachers, scholars, scientists, et
cetera.
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We are not meeting the need. 'Johns are insufficient for students
already in debt who can move immediately to a well-paying job. We
have the best graduate programs in 4:he world, and that is shown
by some interesting facts.

Fifty-four percent of the doctorates in 194 3 in engineering went
to foreign nationals, mostly subsidizA by their own governments.
In mathematics, that figure is 37 percent, ;Ind the slope is 4ipward.

The situation is especially tough on minorities. Blacks, for exam-
ple, receive only 4 percent of the Nat;on's doctorates. I favor in-
creased support, with awards being made to the best departments
on a competitive basis and allowing them in pick the students, with
special efforts aimed at increasing mince;ty representation.

I hope you will look sympathetically at ti;le VII. Obsolete facili-
ties are posing serious risks to the Nation's research efforts and
education efforts. Title VI, dealing with international affairs, is
more important now than ever.

I hope title VII might be improved, and new structures may be
necessary to clarify responsibilities. Other titles, including the
Graduate Professional Opportunities Program. have been of great
help to women and minority participants.

Mr. Chairman, I know you and your committee will treat this
landmark piece of legislation sympathetically. strengthen it, and
permit its continuation as the centerpiece of American higher echl-
cation.

Thank you.
[The prepared statement of Dr. Danforth and responses to ques-

tions submitted by Senator Hatch follow]
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Mr. Chairman and Members of the Subcommittee;

I am William H. Danforth. For the past fourteen years I have
been Chancellor of Washington University in St. Louis. I am here
to comment on the reauthorization of the Higher Education Act.

We ia America have historically placed our confidence and hope in
education. We have poured energy and treasure into higher education
in the hope that an educated citizen can keep our democracy successful,
politically and economically. We have believed that access to education
is an integral part of continuing America as the land of opportunity.

Higher education has been encouraged to develop in a wide diversity
of ways. He have two year colleges and research universities, liberal
arts colleges and vocat,onal training programs, colleges traditionally
organized for blacks, for women, for Catholics, for Lutherans, for Jews,
for Baptists, for Quakers and so on and on. We have traditional and
experimental institutions.

Today these institutions educate over 50 percent of young Americans,
2 1/2 to 4 times the rate of Western European countries. Our colleges
and universities perform over 50 percent of the nation's basic research.
No other nation has allowed so much diversity. No other system has
produced the asount and quality of research. No other country has so
many institutions among the recognized world leaders in higher education.
The excellence for which American education is noted arises, in my view,
directly from the diversity which brings to those operating the nation's
colleges and universities a sense of responsibility for the health of
their own organizations and competitive spirit that energizes us all.

We have seen in recent years a broadening of higher education with
encouraging increases in numbers of women receiving degrees and modest,
but persistent, increases in minority persons receiving these degrees.

In our state, we have recognized that our strength lies in our
diversity. The public, private, large and small colleges and
universities have been working together attempting to come up with
regular recommendations for programs we believe to be in the best
interest of the people of Missouri. At the national level, the same
type of thing has been going on. There has been general agreement.
Unfortunately, our agreements have not yet been total for various
sectors have not agreed on a recommendation for the Pell Grant. The
American Council on Education has attempted to bring these recommendations
together into a compromise. I have supported these efforts and also
support the ACE recommendation.

In my view, the federal support has been wisely aimed at two basic
aspects -- first, access to higher education and, second, the choice
necessary both to maintain the diversity of American higher education
and to help each individual fit into the right educational !....titution.
I favor the continuation of this wise approach. I favor the basic
structure of the Undergraduate Student Aid Program. The present
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framework works yell for the students that you are serving. The
balance between Pell Grants and campus based programs is important.
Adjustments, of course, must be made frma time to time. We need to be
realistic about changing costs of higher education and the ability of
students and their families to meet these costs. We need to be realistic
that it does not make sense to set limits and hold to them forever.

I hasten to underscore that many support higher education: families,
colleges and universities, federal and state governments, corporations,
and foundations. Families continue to provide the largest share of the
costs of undergraduate education. Ihe principal role of foundations and
corporations will continue to be that of meeting special needs -- for
targeted support in particular fields, for example, or for support for
special populations of students.

The federal role which the Uighur Education Act has epitomized has
been to offer national policy which recognizes and supports common themes
in all sectors of the diversity in higher education. In student aid,
this has meant support of student access to, and a degree of student
choice of, undergraduate institutions.

Federel support at the graduate level reflects a specific set of
concerns about national needs. Without the continued production of
highly trained and talented individuals, the nation will be unable to
meet critical problems in health, economic and technical development,
and national security.

At the graduate level, therefore, it served the national interest for
the federal government to develop policies designed to attract a portion
of the nation's most gifted college graduates into graduate programs.
Such individuals are needed in colleges snd universities, where, as
teachers, scholars and scientists, they will produce new knowledge and
train new generations of students.

There is mounting evidence that the policies now iu place are falling
short of accomplishing this national objective. Federal support for
graduate education hea shifted markedly sway from grants to loan support.
Increasing numbers of students have allquired substantial indebtedness in
financing their unde-graduate education; too many of them face the
prospect of even srester dependence on loans to finance their graduate
education. On my campus and elsewhere, I am hearing a disturbing number
of reports of truly talented students -- who after all have the largest
number of options available to them -- making postbaccalaureate career
choices based on financial considerations rather than intellectual
preference.

A very serious, related problem is the underrepresentation of certain
minority groups in graduate education. Blacks ccmprise 12% of the popu-
lation but receive only 4% of the nation's doctorate degrees. Of the
1000 Ph.D.'s received by Blacks in 1983, 715 were in the fields of education
and psychology/social sciences; 32 were in the physical sciences. The
patterns of under- and uneven representation by Eiepanics and American
Indians are equally disturbing.
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New grant programs are needed to begin to restore the balance between
grants and loans at the graduate level, to target funds on the most talented
college graduates, both generally and among underrepresented minorities.
At least some portion of such grant funds should be allocated competi.ively
to the most productive graduate departments as trainesehips providirg
support for students recruited by those departments.

The research conducted by colleges and universities provides a source
of UN knowledge essential for our continued competitiveness as a nation.
Although support of research itself is not a furztion of the Higher
Education Act, the committee should keep in mind the indivisible bond
in American higher education between graduate education and research
and between graduate and undergraduate education. The most serious
threat to our academic research capacity today is the growing obsolescence
of college and university research facilities.

The problem of obsolete facilities is so vast that its solution vill
require sustained, coordinated effort by several federal agencies
working with state governments and colleges and universities. Title VII
of the Risher Education Act does provide a mechanism for the Department
of Education to participate in addressing this critical situation. I

hope that the committee will give careful attention to the importance of
Title VII in its reauthorization deliberations. In particular, recent
suggestions of new options such as loan guarantees should be considered
as ways of providing much needed access to loan capital by institutions
at relatively low cost to the federal government.

International studies is a topic that spans all of the dimensions
discussed above; research, graduate, and undergraduate education. The
international dimension of our society has never been more important;
the academic world is very much an international community, adding
richness and variety to it. laowledge of the language, customs,
and cultures of our friends and adversaries is essential in a world in
which international peace remains a distant goal.

Title VI plays an important role in assisting colleges and universities
to couduct teaching and research in international subjects. The principal
limitation of Title VI has been its modest scope and its uncertain future.
Fortunately, other dimensions of international studies and exchange are
sustained by other government programs and by bilateral links established
directly between academic institutions. But the overall effort remens
disjointed and inadequate. In considering the reauthorization of Title VI,
this committee should also give some consideration to the possibility
of establishing new structures better to carry out the federal government's
role in teaching and research in international studies.

The Higher Educttion Act properly covers a vide variety of programs
through 12 titles. Although 90Z of the funds appropriated through ESA
are appropriated under Title IV, I hope the committee mill not lose sight
of the importance of preserving the important functions served by the
smeller categorical programs.
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Response of Dr. William H. Danforth, Chancellor, Washington
University. to written questions on the Higher Sducation
Reauthorization posed by Senator Hatch.

"Please give me your thoughts, as you choose, on any or all of
the following problems:

1) the proper division of responsibility between student,
parents or other family, educational institution, the
private sector, and government in financing post-secondary
education:

2) the proper balance between loans, grants, and work in
financial aid packages in order to ensure a student's maxi-
mization of his education;

3) whether or not more resources for financial aid should be
channeled to institutions for disbursement through them to
students and why: and

4) whether or not, and how, greater concern with a student's
ducational achievement levels should be made a part of
criteria for financial aid."

1) As the questions suggest, financing post-secondary educa-
tion is a cooperative enterprise. The first and most
fundamental responsibility belongs with students and their
families. The next responsibility belongs to educational
institutions and the private sector, to the extent they are
able. If family, institutional, and private sector
resources are not sufficient to meet student needs, inter-
vention and support by the federal government is proper.

An extensive federal role in financing post-secondary edu-
cation is indispensable in maintaining a strong and varied
array of institutions to serve student needs and thereby to
serve the needs and goals of our culture. In this role the
federal government should support not only access to any
form of post-secondary education but also provide assis-
tance to students with need who believe that their academicand vocational goals can be served best at independent
institutions.

2) Work is the most essential element. It not only provides
assistance but, more important, gives students a sense of
worth about themselves and their educational goals. Forthese reasons the College Work-Study Program should be
maintained and strengthened if possible.
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Unfortunately, work alone cannot meet the needs of most
students because they cannot work more than a relatively
modest number of hours each week without creating conflict
with their academic responsibilities. Appropriations inthe College Work-Study Program are also limited. This
leaves grants and loans to meet student needs.

The loan burdena that needy students are now assuming,
especially at independent colleges, should be a major con-
cern of the Congress. Without additional grant appropri-
ations, however, it is not realistic to reduce loan
burdens, in this period of rising costs, by further
limiting the amount that students can borrow. Instead, we
believe that student loan obligations can be made more
manageable by xtending the period of loan repayment
throJgh loan consolidation, by making parent loans more
available, and perhaps by investigating some of the
farther-reaching income-contingent loan plans that have
been suggested in the past.

3) Institutiona are easily the best instrument for disburse-
ment of financial aid, for two reasons. First, when the
institution has sme leeway in how it distributes federal
aid, within explicit federal constraints, it can respond
effectively to the ebb and flow of family financial circum-
stances.

Second, even when institutions have no leeway, they are a
better disbursement agent than the Department of Education
becauae they are close to their students and because the
administrative flow is cleaner. The present administration
of Pell Grants is a classic example of the inefficiency
created by excessive and highly centralized administrative
control at the federal level. The Congress can exercise
all the control it desires by placing administrative
responsibility for Pell Grant processing in the hands of
inatitutiona and the federally-approved agencies with which
they work.

4) A student's educational achievement level should indeed be
a criterion for federal student aid eligibility. It is an
indispensable criterion. The question is how educational
achievement should be measured and who should set the
standards. The Congress should guard against imposing on
institutions standards that are properly the responsibility
of the institutions themselves.

A better approach is vigorous enforcement of the satis-
factory academic progress rules that are currently inplace. These rules require institutions to have explicit
and respectable standards, developed by the institutions
themselves. Frequent and careful audit, and penalties for
those institutions that violate the rules, can be an
effective support for educational achievement as a con-
dition for receiving federal student aid.
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Senator STANTON). Thank you very much, Dr. Danforth, and
thank you all. As I said to the earlier panel, your full statements
will be in the record where they have been submitted. My col-
leagues and I may wish to submit some questions in writing, if' that
is agreeable to you, so we will do that.

I can assure you, as I did earlier, that as long as this committee
has anything like its present makeup, we will continue the higher
education programs and we will see that they are not diminished.
We will try to increase them and make them better in the years
ahead, but I want you to understand one of the problems that we
face, and you face it too, is that I heard a statement made today
from a reliable source that in 1986 one-half of all of the Treasury
receipts from personal income taxes in this country will go to serv-
ice the debt that we will owe by the end of that year, which is why
we have had such a struggle to keep these programs in higher edu-
cation and why it might be so difficult to get much more money for
them until we can do something corrective of the debts that are
facing us.

Might I ask each of you if you care to comment briefly on this
matter? How do you respond to comments made by some that
American students are not getting enough educational quality for
their dollars, and is there something here the Federal Government
can do?

Dr. Horn.
Dr. HORN. If I might, Mr. Chairman, I think, in general, that

comment is bunk. The fact is the greatest value-added approach I
know in higher educationonly matched by the value-added taxes
in France or other placesis what American faculties, private and
publicbut I must say particularly in public community colleges
and public State universities where you deal with the broad mass
of students that never had an opportunity beforethe greatest
work is done by college faculties in those four or more undergradu-
ate years in terms of bringing students from where they are when
they enter to where they are when they receive the degree.

Now, we have gone through a very tragic period in our country
in the 1960's and 1970's when the high schools of America threw
out right and left basic, solid courses. I am delighted to say there is
a nationwide movement in almost every Stateit is certainly true
in Californiawhere a core curriculum is coming back

Senator STAFFORD. Yes.
Dr. HORN. There will be a common understanding of what we

mean by high school if one wishes to go to college. That will help
relieve college faculties, including Harvard, Berkeley, and Stan-
ford, of remedial English in the openinq years.

Senator STAFFORD. Mr. Crawford.
Mr. CRAWFORD. Mr. Chairmn, I would agree with Dr. Horn.

And, there are two other things I think of in terms of qualityand
much of this goes back home to our local responsibility within our
own communities and within our own States.

Very simply, if we do not pay our faculty sufficiently, we are not
going to have quality education. You can talk about all sorts of
things; but if we are not providing faculty with sufficient remu-
neration, then we are just not going to get the job done because
they are the ones out on the firing line for us. That is very basic.
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The second thing that I would mention that has been discussed
so well by Dr. DiBiaggio and Dr. Danforth has to do with coopera-
tive ventures. It would seem to me that one of the things that you
could be urging us to do is a better job of working together within
higher education and stretching the public dollar further.

I am convinced that if we can work together in the higher educa-
tion community, if the universities and the independent colleges
and the community colleges come together, work together, find
better ways of sharing our resources, we are each going to benefit.

It is that old argument of, synergistically, one plus one will equal
three, and I think your committee can provide us some direction
with regard to cooperation.

Senator STAFFORD. Thank you.
Dr. Merriam.
Dr. MERRIAM. Senator Stafford, there are two hallmarks, to my

way of thinking, of education in the United States of America, and
that is the tremendous access that we offer to a wide range of our
citizens. I think that is tremendously important.

The second is that we are continually criticizing ourselves and
looking at ourselves, and I think to keep the issue of quality fore-
most in our minds is one of the most important things we can do.
We can never let up on that; we can never stop looking at faculty
salaries; we can never stop looking at our curriculum.

I certainly concur with President Horn and President Crawford
both in terms of the core curriculumcertainly, something that
has returned to Wilsonand also in terms of cooperative ventures
with business, with industry, with the Federal Government.

The more we can share resources and look at ourselves in a criti-
cal light, the stronger we will be and the better quality we will
have to offer.

Senator STAFFORD. Thank you, Dr. Merriam.
Dr. Rosser.
Dr. ROSSER. This question of quality clearly has to relate to the

whole system from K through graduate school. It is so easy to
blame the high schools and the elementary schools, but yet to some
extent we were responsible for this at the colleges.

When we relaxed requirements in the 1960's, this permitted high
schools, indeed almost forced high schools, to give more choice at
the high school level because, after all, if you did not have to take
a language to get into college, why should the high school offer it?
So to some extent, we are responsible for that.

Now, I think what we have got to do is to get together with the
high schools and the elementary schools and we all have to be
more specific about what we want in terms of competency in math
at every level, in writing at every level, and in foreign languages.

Meanwhile, we are, all of us, the best schools, involved in remedi-
al education. There is no question about it, in mathematics in par-
ticular. Our math professors just tear their hair out every year. I
do not know whether that is exaggerating or not, but they do not
think so in comparison to what they saw 10 to 20 years ago in
terms of math education.

I think the second thing that we have to be concerned about
and this is difficult to deal with, and I hope I am not misunder-
stood, but I think it is very important that we have not only access,
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but that we have choice at the level of higher education so that we
can let the student find the institution which best fits his or her
needs.

I think that, in turn, is going to help improve quality because,
obviously, if the fit is bettei, the student is happier and is going to
work harder and the result will be a better education for the indi-
vidual.

Senator STAFFORD. Thank you, Doctor.
Dr. Danforth.
Dr. DANFORTH. Mr. Chairman, when I asked bright, young St.

Louisans why they are going to the University of Vermont, they
said, "Because I think I will get a good education." I think you see
students moving all around the country seeking excellent educa-
tion. I think that is a good insurance of excellence.

We will all try our best to be excellent. That does not mean
things cannot be improved; they can.

The second part of your question was, does the Federal Govern-
rnent have a role to play. My feeling about that is that the Federal
Government's really admirable restraint in trying to tell universi-
ties and colleges what to teach, how to teach, whom to teach, has
been one of the hallmarks of the American educational scene that I
would not want to see changed.

Senator STAFFORD. Thank you, Doctor. I think I would agree with
that thoroughly, and I think the committee does, not only at the
college level but in terms of what is to be taught, when, where and
how in the primary and secondary levels as well.

Well, I thank you all very much indeed. I appreciate the efforts
you have made to come here and counsel with us. You have helped
us a good deal in undertaking to extend the Higher Education Act.

The subcommittee stands adjourned.
[Whereupon, at 3:38 p.m., the subcommittee was adjourned.]



REAUTHORIZATION OF THE HIGHER
EDUCATION ACT, 1985

THURSDAY, SEPTEMBER, 12, 1985

U.S. SENATE,
SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES,

COMMITTEE ON LABOR AND HUMAN RESOURCES,
Washington, DC

The subcommittee met, pursuant to notice, at 10 a.m., in room
SD-430 Dirksen Senate Office Building, Senator Robert T. Stafford,
(chairman of the subcommittee) presiding.

Present: Senators Stafford, Thurmond, Nickles, Pell, Grassley,
and Dodd.

OPENING STATEMENT OF SENATOR STAFFORD

Senator STAFFORD. The Subcommittee on Education, Arts and Hu-
manities will please come to order. I have been waiting a minute in
the hope that Senator Pell might be able to get away from foreign
entanglements in the Foreign Relations Committee and join us
since the programs we are going to be talking about, one of the
major ones is named after him, but I know he is deeply involved in
our problems in foreign relations, and I expect that that is where
he is, until he can get here a little later on.

On the first day of our hearings we heard an overview of the pro-
grams from the most important players, the students and parents.
We also heard from college presidents explaining their views on
student and institutional needs under all titles of the Higher Edu-
cation Act.

This morning, we are going to receive testimony on the Pell
Grant Program from a variety of witnesses. Established in 1973,
the Pell Grant Program has become the second largest student aid
program under title W.

It provides grant assistance to needy undergraduate students,
and is considered the foundation of a student aid package. This
subcommittee is very lucky to have as its ranking member, Senator
Claiborne Pell, for whom the program was named. I would like to
welcome our two panels. Once again, may I remind you that your
oral testimony, we regret to say, we ask you to limit to 5 minutes,
and point out that your full statements, where supplied, will be
made a part of the record as if read, so that nothing will be lost to
staff and committee members who cannot be here for the testimo-
ny this morning.

As you will see, we have a new light system in this committee
which omits the caution light. They are simply gre3n for 5 minutes
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and then read. As a sailor, and you who are also sailors, do not
mistake that for port jrni starboard running lights.

The first panel will .onsist of Dr. E.K. Fretwell, Jr., chancellor,
University of North Carolina System and from Charlotte, NC; Dr.
Stephen 'Trachtenberg, president, the Universtiy of Hartford in
West Hartford, CT; and Dr. John Toll, president of the University
of Maryland, Ade lphi,

Gentlemen, if it is agreeable with you, we will go in the order in
which I called your names, so, Dr. Fretwell, you would be the lead-
off witness.

STATEMENT OF DR. E.K. FRETWELL, JR., CHANCELLOR, UNIVER-
SITY OF NORTH CAROLINA SYSTEM, CHARLOTTE, NC; DR. STE-
PHEN TRACHTENBERG, PRESIDENT, UNIVERSITY OF HART-
FORD, WEST HARTFORD, CT; DR. JOHN TOLL, PRESIDENT, UNI-
VERSITY OF MARYLAND, ADELPHIA, MD

Dr. FRETWELL. Thank you, Mr. Chairman. I am E.K. Fretwell,
Jr., chancellor of the University of North Carolina at Charlotte, 1
of the 16 constituent units o: the Un;versity of North Carolina
system.

It is a privilege to appear before this distinguished committee
hearing today to speak on a topic of importance to all citizens, be
they corporate presidents or shy freshmen, as well as to 3,300
degree-granting colleges and universities.

Achievement of the twin goals of excellence and opportunity well
deserves to be a top national priority. Today, public recognition of
the importance of higher education is not merely holding its own,
it is growing.

Reported in "The Chronicle of Higher Education" for September
3, is the result of a national Gallup survey.

In 1978, some 36 percent of the public believed that a college
education is, in quotes, "very important." This year, 1985, that per-
centage has risen to 64 percent. The need for a continuing flow of
well-informed citizens of all ages with skills related to internation-
al understanding and marketing, national defense, the learned and
technical professions including teaching, committed citizenship,
along with a desire for wholesome self-fulfillment, is very great
indeed.

These points are well known to this well-informed subcommittee
but are worthy of reiterating.

As Tennyson's poem "Ulysses" reminded us long ago: "Though
much is taken; much abides." The rising tide of reports now re-
garding higher education suggests that curricular improvements
are needed toward deeper and broader understanding of the arts
and sciences, as well as to involve students more actively in their
own learning.

There is also growing concern over the underrepresentation in
both undergraduate and professional studies by black Americans
and other minorities. While I work at only one of the 3,300 higher
institutions, I detect strong commitment in many places to address-
ing both the excellence and opportunity issues, often with com-
mendable support from K-12 school systems and from business and
industry.
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In this content, Mr, Chairman, it is urgent and usential that
this subcommittee support reauthorization of the Higher Education
Act. I speak today opecifically on behalf of the Pell Grant Program.
May I use my campus, the University of North Carolina at Char-
lotte, as an institution representative of many other public urban
institutions serving a wide range of serious students, some of whom
find us their best, and sometimes only, opportunity for personal
and career advancement. Not incidentally, about 26 percent of our
studentsthat is a little better than 1 out of 4are the first in
their family to attend college.

And I would point out something that is not in my testimony,
that a recent survey indicates that even though there have been
employment improvements and movements in the high tech direc-
tion, that over 17 percent of the population in our State are, by def-
inition, below the poverty level. There are some improvements
here, but one of the ways out of poverty for all people, perhaps par-
ticularly for minorities, is through higher education and what goes
with it.

Each year out of our campus enrollment of more than 10,000 stu-
dents, about 1,400 receive assistance through the Pell Grant Prc-
gram. The average award is about $1,100. With an average family
income of $12,000, there is little doubt that most if not all of these
students would not be able to continue their education without Pell
assistance. Nationally, three-fourths of the Pell grant recipients are
reported to have family incomes of $15,000 or less. Nationally, this
program provides somewhere around $3.3 billion to 2.8 million
needy students each year. It should definitely be maintained and
strengthened as one of this country's primary means of providing
educational opportunities.

There are particular reasons here to focus for the moment on
changes going on in the demography of higher education such as,
but not limited to, a higher percentage of enrollment of minorities
in school systems soon to be graduating, and we hope coming to us.

A higher percentage of so-called nontraditional students, includ-
ing women and others, who are changing careers, and I think as
many people in this room know, the future of higher education will
be more and more not just a 2-year or 4-yeer package, and that is
it, but rather, a recurring pattern of going back to higher educa-
tion.

I see the red light. I have more material which I will enter into
the record. I thank you for this opportunity to be present and to
testify.

[The prepared statement of Dr. Fretwell follows:]
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TESTIMONY BEFORE THE SENATE SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES

Chancellor E. K. Fretwell Jr.
The University of North Carolina st Charlotte

September 12, 1985
Dirkeen Senate Office Building, Washington, DC

Mr. Chairman and members of the Subcommittee, I am E. K. Fretwell Jr.,

Chancellor of The University of North Carolina at Charlotte, one of the 16

constituent units of The University of North Carolina system. It is privilege

to sppear before this distinguished committee today to speak on a topic of

importance to all citizens, be they corporate presidents or shy freshmen, as well

as to 3300 degree-granting colleges and universities.

Achievement of the twin goala of excellence snd ool_ta...11Emit well deserves

to be a top national priority. Today public recognition of the importance of

higher education is not merely holding its own; it is growing! Reported in

The Chronicle ofHighlrlyallisli (September 3, 1985) is the result of national

Gallup survey. In 1978 some 362 of ehe public believed that a college education

is "very important." This year--1985--the percentage hag rise. to 642. The need

for a continuing flow of well-informed citizens of all ages with skills related

to international understanding and marketing, national defensn, the learned and

technical professions including teaching, committed citizenship, along with a

desire for wholesome self-fulfillment, ia very great indeed.

These points are well known to this well-informed phvommittee but ere

worthy of reiterating.

As Tennyson's poem Ulysses reminded us long ego! ../hough much is taken;

much abides." The rising tide of reports now regarding higher education suggests

that curricular improvements are needed toward deeper end broader understanding
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of the arts and sciencps, ss well as to involve students more actively in their

own learning. There is also growing concern over underrepresenZaZion in both

undergraduate and professional studies by black Americans and other miport:ise.

While I work st only one of the 3300 higher inetitutione. I detect strong

commitment in many places to addressing both the excellence and opportunity

issues, often with commendable support from K-I2 school systems and from

business and industry.

In this context it is urgent and essential that this Subcommittee support

reauthorization of the Higher Education Act. I speak today specifically on

behalf of the Pell Grant Program. Nay I use my campus, The University of North

Carolina at Charlotte, es an institution representative of many other public

urban institutions serving a wide range of serious students, some of whom find

us their best (and sometimes only) opportunity for personal and c eeeee advancement.

(Not incidentally, about 26% of our students are the first in their family to

attend college.)

Each year out of our more than 10,000 enrollment about 1400 students receive

aspistance through the Pell Grant Program, with an average award of $1100. With

an average family income of $12,000, there is little doubt that most, if not all,

of these students would not be able to continue their education without Pell

Grant assistance. (Nationally three fourths of the Pell Grant recipients are

reported to have family incomes of $15.000 or less.) Nationally, this program

provides about $3.3 billion to 2.8 million needy students each year. It should

be mainteined and strengthened as one of this country's primary means of providing

educational opportunities.
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Operatioa of the program in terms of need determination could be treamlined.

Suggestions on this appear later in my testiony.

Regarding ths nature of awards, I recommend seven improvement., consistent

both with the original intent of the Pell program and with avoidance of overuse

of loansi

1. Provide annual Inc aaaaaa in the maximum Pell Grant of $200 each academic

year. beginning from the point where the 19110 Higher Education Amendments

left off.

2. Provide Inc aaaaaa in Pell living allowances for all students of $100

each academic year.

3. Place statutory limit of 70 percent on the amount of college costa

covered by s Pell Grant.

4. Provide a single needs-analysis system for federal tudent aid dollars,

5. Provide ways to improve the federal student aid delivery system.

6. Hake part-time students eligible for federal student aid programs.

7. Authorise the loan forgiveness, on a year-by-year basis, of student

financial aid granted at the graduate level for those American Indian.

black. Hispanic and women students who have completed their terminal

professional degree and serve on the faculty of an accredited American

university.
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As the reauthorization process continues, discussion about the percentage-

of-cost issue is vitually important. This relates to the basic intent of the

Uegielation which established the prograw in 1972. Since its beginning the purpose

of the program hae been to assist in making available the benefits of postsecondary

education to qualified students in inst1tutiona of higher education. What is best

for students should be the central focua of discusaion, not solely what is bast

for institutions. Any proposal concerning_the determination of award amounts

should assure that funds are available to rovide access for all needy and deserving.

students Oho wish to continue their education beyond high school.

Streamlining of the delivery system of Pell Grants is timely. Currently.

student must apply for the grant through the Pell Grant central processor, with

notification of eligibility normally requiring four to six weeks. Changes or

corrections to the family's situation must also be submitted through the central

processor befcre the school can make adjustments to the student's Pell Grant award.

This contrasts significantly with the other federal student aid programa in which

schools can make initial award determinations and adjustments when necessary.

In providing information to colleges and universities about a student's

eligibility for other financial assistance, the private need analysis service also

calculates the student's eligibility for the Pell Grant, which schools may use

to determine preliminary Pell Grant amount. Therefore, the work of the Pell

central processor in most cases duplicates what has already been determined in

more timely fashion by the private sector. It has been stimated that the federal

government spends about 815 million annually for this centralized process.

It is apparent that the centralized Pell Grant processing'system has bacons

expensive, cumbersome, duplicative, eiceseively lengthy, and frustrating for

etudents and parentn. For cost effectivenesa, more timelY delivery of funds.
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and reuuced program complexity, the admininration of the program should be

decentralized. Institutions should be given the option of calculating each

student's eligibility for the Pell Grant and paying the udent based on that

calculation. The accuracy of theme procedures would be subject to the normal

audits and program reviews of the federal student aid programa. Further, for

institutions not wiehing to take on this responsibility, the Pell Grant central

procening function could be saintained.

Another issue which should be addressed during reauthorization is the verifi-

cation of information provided by families applying for the Pell Grant. While

we in higher education properly are concerned that all data timed in need

determination be complete and accurate, I am advised that present regulations

of the Departsent of Education are often cuabersome, timataking, and may even

work to the disadvantage of honest applicants. Ny colleague, in campus financial

aid offices, as well as the National Association of Students Financial Aid

Adminiatrators, will be glad to provide details. The system ohould verify that

the basic information if accurate, yet recognise the integrity of the vast

sajority of the Amer:can public.

The federal government has maintained a long history of support to students

'in higher education. The Pell Grant program has becose the most important aspect

of this support by providing access to colleges and universities to millions of

Americans. With simplification of itS deliviry system, continued emphasis on

assisting needy students, and enhanced fuOding.in keeping with the seven points

enumerated, the program can provide nen gxeater benefits to this country.

Again, I appreciate the opportunity of sharing this information with you
i

and look forward to further discussions on this topic.
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Senator STAFFORD. Well, thank you very much, Dr. Fretwell for
appearing, and as I said, your full statement will be in the record
as if read, and the attached material will also bA a part of the
record.

Dr. FRETWELL. Thank you, Mr. Chairman.
Senator STAFFORD. Dr. Trachtenberg, we will be glad to hear

from you.
Dr. TRACHTENBERG. Thank you. Mr. Chairman, and members of

the Subcommittee on Education, Arts and the Humanities, my
name is Stephen Trachtenberg.

I am here today to present the views of the National Association
of Independent C,olleges and Universities on several policy issues
you are considering for the Pell Grant Program.

But I am also here representing myself, the president of the Uni-
versity of Hartford, an independent, hard-working, entrepreneurial
institution with eight schools and colleges that serves most of the
Northeast, that enrolls students from States such as North Caroli-
na and Maryland as well, and it brings more and more students to
its campus from other nations of the world.

When NAICU asked me to use this opportunity today to act as a
spokesperson for independent colleges and universities throughout
the United States, I quickly agreed, and did so because I can see
each day, the kinds of pressures that are being experienced by stu-
dents today who are seeking an education at an independent
school, especially those from families that cannot be defined as
rich, affluent, or privileged.

These are students seeking A type of education that is very spe-
cifically American. They choose an independent school like the
University of Hartford because they feel that they will benefit
from its hard-driving, ambitious, entrepreneurial tone. They sense
that as graduates of a university that has to work hard to balance
its books and remain competitive, they, too, will gain a competitive
edge in today's difficult international economy.

Having listened to the University of Hartford's students, having
agonized with them as they struggle with their families to raise the
money needed for tuition and board, I was very personally con-
cerned and involved when the NAICU met last February, here in
Washington, and adopted a policy platform statement for the 99th
Conuess, including our recommendations for reauthorization of
the Higher Education Act. I have attached to my testimony the
entire statement, together with a summary of our specific Higher
Education Act recommendations.

But before I discuss our recommendations and our reasons for
making them, let me give you some background on NAICU and
provide you with a snapshot view of the student financial assist-
ance as it existed on our campuses during 1983-84, the last year for
which complete data is available. NAICU is an organization of 850
independent not-for-profit colleges and universities, and State and
regional, or other special purpose organizations based in Washing-
ton, that provide a unified national voice for independent higher
education.

In 1984-85, independent institutions enrolled 2.6 million stu-
dents, approximately 21 percent of all the students enrolled in
higher educational institutions, and the average price of education,

57466 0-86-13 385
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the amount actually charged to students at registration, was
$9,022, including an average tuition and fee charge of $5,016.

What we charge our students is a more accurate reflection of the
actual cost of the education offered them than is the case in other
types of higher education, because our institutions do not receive
the direct operating subsidies provided by State taxpayers to
reduce the tuition charged to public-sector students

Less than one-fifth of revenues for independent colleges and uni-
versities comes from governmentalFederal, State, or local
fundswhile income from tuition, fees, and services, such as book-
stores and campus housing, extended to students contributes more
than 63 cents of every dollar of operating revenue at our institu-
tions. From that operating revenue, our colleges and universities
provided almost $2 billion in 1983-84 directly to their students in
the form of institutional student financial aid.

My small institution alone, the University of Hartford, is provid-
ing $5.8 million in financial aid in 1985-86 from its own resources.

The Pell grants about which we are going to talkI am out of
time.

Senator STAFFORD. I think we could allow 1 minute to summa-
rize, if you would like, Doctor.

Dr. TRACHTENBERG. On my campus, amounted to over $600,000
awarded to over 500 students with average awards of $1,187. The
typical Pell grant recipient at the University of Hartford, Mr,
Chairman, comes from a family of between five and seven people
with an income range between $11,000 and $15,000, with at least
two members of the family in college at the same time and a sav-
ings account which shows a balance of between $0 and $2,500.

And this is a family that either rents at a low cost, or owns a
home valued between $25,000 and $40,000. I think you will appreci-
ate how important the Pell grants are to institutions like mine.
Thank you.

[The prepared statement of Dr. Trachtenberg followsd
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Mr. Chairman and members of the Subcommittee on Education,

Arts, and the Humanities, my name is Stephen Trachtenberg.

I am here today to present the views of the National

Association of Independent Colleges and Universities on several

policy issues you are considering for the Pell Grant program.

But I am also here representing myself, the President of the

University of Hartford, an independent, hard-working,

entrepreneurial institution with eight schools and colleges that

serves much of the Northeast, that enrolls students from other

states as well, and that brings more and more students to its

campus from other nations of the world.

When NAICU asked me to use this opportunity today to act as a

spokesperson for independent colleges and universities throughout

the United States, I quickly agreed -- and did so because I can

see each day of the year the kinds of pressure that are being

experienced by students today who are seeking an education at an

independent school, Appeciallv those from families that cannot be

defined as rich, affluent, or privileged.
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These are students seeking a type of education that is very

'specifically American. They choose an independent school like the

University of Hartford because they feel that they will benefit

from its hard-driving, ambitious, entrepreneurial tone. They

sense that as graduates of a university that has to work hard to

balance its books and remain competitive, they too will gain a

competitive edge in today's difficult international economy.

Having listened to the University's students ... having

agonized with them as they struggle, with their families, to raise

the money needed for tuition and board ... I was very personally

concerned and involved when the HAICU membership met in February

of this year, here in Washington, and adopted a Policy Platform

Statement for the 99th Congress, including our recommendations for

reauthorization of the Higher Education Act. I have attached to

my testimony the entire statement, together with a summary of our

Higher Education Act recommendations.

But before I discuss our recommendations and our reasons for

makieg them, let me give you some background on HAIM, and provide

You with a snapshot view of student financial assistance as it

existed on our campuses during 19E3-84, the last year for which

complete data are available.
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NhICO is an organisation of 850 independent, nonprofit

colleges and universities, and state, regional, or other

special-purpose organizations, based here in Washington, D.C. to

provide a unified national voice for independent higher

education. In 1984-85, independent institutions enrolled 2.6

million students (approximately 21 percent of all students

enrolled in higher educational institutions), and the average

price of education -- the amount actually charged to students at

registration -- was $9,022, including an average tuition and fee

charge of $5,016.

What we charge our students is a more accurate reflection of

the actual cost of the education offered than is the case in other

types of higher education because our institutions do not receive

the direct operating subsidies provided by state taxpayers to

reduce the tuition charged to public-sector students. Less than

one-fifth of revenues for independent colleges and universities

comes from governmental -- federal, statw, or local -- funds,

while income from tuition, fees, and services (bookstores, campus

housing, etc.) extended to students contributes more than 63 cents

of every dallar of operating revenue at our institutions.
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From that operating revenue, our colleges and universities

provided almost $2 billion in 1963-64 directly to their students

in the form of institutional student financial aidl My

institution alone -- the University of Hartford -- is providing

$5.6 million in financial aid in 1965-66 from_as_atui_Leanurs1

Mr. Chairman, I would also note a fact that relates to the

quality of our enterprise: although we enroll only 21 percent of

all college students, we award 33 percent of ell bachelor's

degrees, 39 percent of all master's degrees, 37 percent of

doctoral degrees, and 59 percent of all first professional

degrees.

Our research arm, the National Institute of Independent

Colleges and Universities, conducted its fourth annual student aid

survey for academic year 1963-64 of 5,416 actual student records

using a stratified random sample of all independent institutions.

NIICU found that, at independent colleges and universities --
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o 1.4 million students (nearly two-thirds of all students in

the..independent sector) received some form of student aid from the

federal government, their state government, their institut4on, or

another private source.

o 1.2 million students (eighty-four percent of all students who

receive some form of student aid) received federal student aid.

That means that federal student aid goes to almost half of all

students attending independent colleges and universitiesl

o Recipients of federal aid and their parents contributed an

average of $5,705, or nearly two-thirds of the total price of

o ducation. That represents an inc eeeee from an average of 83,313,

or 53 percent of the total price in academic year 1979-801

o Average family income of recipients of federal student aid

was 822,10 and excludiag those recipients who are eligible only

for GSL, the average family income was $17,600.

o Noce than 80 percent of our recipients were between the ages

of 18 to 24. Ninety-six percent of our dependent federal aid

recipients attended for the full academic year, and sixty-one

percent lived on our campuses.
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All of the above facts demonstrate how important the federal

student aid programs are in providing access for needy students to

independent colleges and universities. But, what we found in

terms of the type of assistance they received was most disturbing,

especially when compared to our earlier surveys. We found that --

o Por Pell Granta, the participation rate of our needy

recipients declined from the high water mark of 66 percent in

1979-80 to 39 percent in 1983-84, and average Pell Grant awards

increased only @lightly from $974 in 1979 to $1,164 in 1983.

o Por Supplemental Educational Opportunity Grants (SEOG), the

other major federal need-based grant program, the percentage of

recipients/average award declined from 31 percent/$694 in 1979-80

to 20 percent/6650 by 1983-84 academic year.

National Direct Student Loans (NDSL) declined dramatically,

and College Work Study (CNS) opportunities declined slightly over

the same period. State Student Incentive Grants (SSIG) also

ahowed a dramatic decline in funding at the federal level.

Bow then are needy atudents continuing to gain access to

independent colleges and universities? One part of the answer

lies in the fact that the colleges and universities themselves are

using their operating revenues to inc eeeee their own inatitutional



388

Page Seven

student aid -- to almost $2 billion in 1983-84. The second part

of the answer is equally troubling -- more needy students in

independent colleges and universities are finding themselves

increasingly dependent on-larger Guaranteed Student Loans to help

finance their educations.

In the four-year period from fall 1979 to fall 1983, the

percentage of dependent recipients borrowing a Guaranteed Student

Loan had inc eeeee d dramatically -- from 15 percent to 57 percent,

with the average loan also increasing from $1,787 to $2,2491 More

distreszing was the fact that the lowest-income students (family

adjusted gross income of $6,000 or less) were as heavily dependent

on GSL to meet their educational costs, with 57 percent from this

lowest-income category borrowing an average of $2,299, as compared

with 15 percent in 1979 borrowing an average of $1,400.

When confronted with that factual background of diminished

availability of grant assistance and greater reliance on loans for

students attending or aspiring to attend independent colleges and

universities, the presidents of independent colleges and

universities who comprise our membership searched for and adopted

recommendations for reauthorization of the Higher Education Act

that would help to redress this imbalance between grant and loan

support for needy students in general, and for the lowest-income

students in particular.
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That is why we developed a proposal to restructure the Pell

Grant program to target the support on low-income students and

insert price sensitivity into the basic structure of the program.

Thia_il_mhy we recommended a revamped sum program that targets

funding on students with the greatest need for funds, and ties

appropriations for the two major federal grant programs more

closely together. And thatiauthy we proposed that the GSL

program be restructured to limit loans to need, with slightly

increased maximum loan amounts for established students, with

opportunities for students to consolidate their loans when they

enter repayment under income-related payment schemes, and with

loan amounts not reduced by arbitrary origination charges.

Let me now cum to the specifics of our recommendations for

the Pell Grant program that is the subject of today's hearing.

Mr. Chairman, the Pell Grant program has been a major factor

in helping needy students gain access to independent colleges and

universities since its creation in 1972. The Basic Educational

Opportunity Grants program, as it was called then, was designed to

serve as a foundation federal program onto which all other aid was

to be added. It was instituted as the primary piece of a new

federal strategy of focusing federal support on students rather

than institutions, and was built upon the commitment made by

Congress in the Higher Education Act of 1965 to equalize higher
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educational opportunity. In the first year of the program

(1973-74). almost 50,000 independent sector students received

$13.1 million in Basic Grants. By comparison, in 1983-04, more

than half a million of our students received Pell Grants,

amounting to $675 million.

But the hidden fact behind that seemingly large increase is

the massive decline in our students' participation rates cited on

page six, and the similar decline in Pell Grant purchasing power.

For example, in 1979, when this subcommittee last considered

legislation to reauthorize the Higher Education Act, the average

price of a small, private liberal arts college was $5,400, and the

lowest-income student could receive $1,000, or one-third of his

total cost, through the Pell Grant program. This past academic

year, the average price of the same institution was $9,400, and

the maximum Pell Grant was $1,900, or less than one-fifth of the

average student expenses. Over that same period of time, both the

percentage of total Pell Grant funds and the actual dollar amount

of Pell Grant funds that students brought to independent colleges

and universities declined from 30.1 percent or $709 million in

1979 to 24.3 percent or $675 million in 1983-04.
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the elest feet Is that the 'foundation' promised by tell

&ants has shifted. Out lot the 'shoring up' provided by

independent inatitutions -- almost 12 billion in institutional

student sid provided directly by out colleges -- we would already

be esperieneing a shift back to an soonomically-segregated,

stsstified, higher educational system where only the wealthy could

afford independent higher education.

la1gn.240110111

Ifs therefore urge you to restructure the poll Orant program

to assure access lot all eligible students to all types of higher

education. Me believe the problem is too deep and too serious to

be addressed by simply patching up. Incressing one of tV6 or

three individual parts of the current award formula would be an

insufficient response to the problem.

Our proposal Is offered se a compromise proposal that would

(1) insert price sensitivity for low- and middle-income students

desiring to attend higher-tuition colleges and universities: (2)

assure living upon,' allowances for the lowest-income students

(op to ISO percent of the poverty level) who pursue their

education st lower-priced institutions end are more dependent on

living expense support; and (3) keep the total cost of the program

398
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Pegs Twelve

within the realm of reasonable aPPropriations growth for PT l9(111,

the first year of funding under the new legislation.

It would provide e solid Pell Grant foundation upon which to

build the other federal, states inatitutionel, end privets student

eid progress by basing the award oh A two-pert calculations (1)

half of instructional expensee (tuition, mandatory fees, end

books) for ell eligible low and Middle-inoome students (up to e

maximum of $2.100), ama (2) a substantial allowance (up to the

same maximum of $2,100) for all lou.inoome students to help them

meet their living expenses ih all typs of colleges end

universitiem. This mechanism would mord substantial Pent

dollars to lowincome stLient4 tor their living expenses and for

up to half of their instructional expenses, end it would also

allow middle-income student participation for up to helf of the

'price charged to them.

As compered with the current program, our proposal would

increase substantially both the Percentage end the amount of Pell

Grant dollars going to persona fro% families with incomes of

$15,000 or liaa.
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Page Thirteen

Our proposal assumes that discretionary incomes of all types

of students, dependent and independent, would be taxed at the same

rates. We also propose to set a standard living allowance for all

recipients, whether they live on or off campus. Currently,

students living in campus dormitories include the actual room and

board charges (expected to average $2,800 this fall) in their

award calculations, while the student living off campus (but not

at home) receives an allowance of $1,600. We believe a standard

allowance for living expenses would remedy this inequity, so long

as the same allowance were used for instructional expenses.

Because their living expenses ars small, students living with

their parents would continue, under our proposal, to receive the

$1,100 allowance for living expenses, as under current law.

Our goal is to provide the lowest-income students with a

substantial Pell Grant, and to provide the needy student with a

family AGI of $30,000 to receive the minimum award of $200. We

propose to set the maximum for both the instructional and living

allowances at the same level ($2,100) and to allow both to advance

at the same pace through the period of reauthorization.

It is important to note that relatively little change would

occur in the distribution of Pell Grants that students would bring

to public or independent colleges and universities. And, the

proposal would effectively remove the stress and strain that have
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Page Fourteen

divided the higher education community over the 'half-cost" isnue,

and.caused consternation in the Congress as to the impact on

higher education competition of inc eeeee s or reductions in

appropriations, or technical changes to the law V.0 would be

able to tell exactly how federal Pell Grant dollars help students

afford higher education.

Nr. Chairman, let me take just a moment to put that issue in

context. In creating the Pell Grant program in 1972, Congress

imposed a legislative restriction that limited Pell Grants to

on-half of a student's cost-of-education. That restriction has

become a continuing source of controversy through subsequent

reauthorixations in 1976, 1976, and 1980. The mhalf-cost"

restriction was designed to assure that no student could meet his

total cost from this single program. No award was to exceed 50

percent of the cost-of-ducation or the statutory maximum,

whichever was lower. (Cost of education was defined as tuition

and fees, room and board, and a standard allowance for books and

supplies. For students living off campus, a standsrd allowance

was set by regulation to cover room, board, transportation, and

other living-related expenses.)

401
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Page Fifteen

This "half-cost" restriction was enacted first to ensure that

all tudents would continue to be expected to pay for a portion of

the cost of going to college, but also to ensure that political

support for other programs would not erode because needy students

would have most or all of their expenses mot by a basic grant.

The result of the limitation was that low- and middle-income

students tended to use their awards to meet their living expenses

at institutions whore tuitions are low; while for students at

higher-priced colleges and universities the living expenses became

almost an irrelevancy because their Pell Grant eligibility quickly

was consumed by tuition and related charges. Thus, lower-priced

institutions have advocated increases or outright removal of the

"half-coat limitation and the living allowance limitation used to

compute Fell Grants, while higher-priced institutions have urged

retaining the limitation while increasing the maximum award.

The 1976 and 1978 amendments to the Higher Education Act

retained the "half-cost" restriction. In the Education Amendments

of 1980, however, a change was authorised in the limitation. That

legislation allowed the percentage of cost limitation to increase

in a staged manner, but only as a result of inc eeeeee in the

maximum Fell Grant award ass1 three other need-based student aid

programs -- Supplemental Educational Opportunity Grants, College

4 0 2
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Page Sixteen

Work and National Direct Student Loans -- known as the

campus-based programs.

Unfortunately, planned incr eeeee in the appropriations for

the campus-based programs have not gone up as intended. But, the

Pell Grant maximum award has increased by just over ten percent,

the 'half-cost* limitation has increased to 60 percknt of cost,

and the allowance for living expenses for students living

off-campus has increased by twenty-five percent. Couple all of

that together, and it is not difficult to see why the Pell Grant

losses are so severe for students attending independent colleges

and universities.

We believe we have developed a viable proposal to

re-establish the foundation concept to the Pell Grant program and

make equal higher educational opportunity a reality.

o It focuses limited grant dollars where they belong -- on

those with the least;

o It targets fft:eral grants aid in a cost-effective manner,

both from the point of view of the federal budget and from

the point of view of the student;

4 g) 3
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Page Seventeen

It does not shift funds among different types of higher

educational institutions!

o It makes sense from the point of view of national public

policy -- the Congress, through its major student grant

program, Pell Grants, will be able to provide all needy

students up to one-half of their instructional expenses,

and provide additional assistance to help the lowest-income

students pay their college-related living expenses.

I thank you for allowing me the opportunity to present these

remarks, and look forward to any questions you may have.

404
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NAICU RECOMMENDATIONS FOR REAUTHORIZATION
OF EMS =GM= ZiniCATION ACT

TITLE IV - STUDENT ASSISTANCE

Student Grant Proarams - Continue the existing federal
policy goal that every eligible student shall receive aid under
the.pell Grants, 8100, and NIG programs that, in combination
with reasonable parental and studant contributions, will be
sufficiant to meet 75 percent of studant's cost of attendance.

Pell Grants - Restructure Pell Grants in order t.. resolve
the long-standing conflict among sectors of higher education
over percentage-of-cost limitetion/naximum award/funding
triggers for other programs by instituting new Pell Grant
formula. The formula would target the program on low-income
studants and insert price sansitivity into the basic structure
of the the Pell Grant program, basing eligibility on two-pert
formulas (1) half of tuition, mandatory fee, and book expenses
for ell eligible 'ow- and niddle-income studants, up to
maximum of $2,100, mliss (2) substantial allowance to cover
living expensos for-Iii low-income studants, up to naximun of
$2,100. This mechanisn would award substantial grant dollars to
low-incase studanta for their living expenses plus half of their
tuition expanses in order to assure their access to all types of
higher educational opportunities, but would limit the
participation of niddle-income studants to just half the "price"
charged to then.

The proposal assumes the same taxation rates on
discretionary income for dependant and independant students in
order to provide substantial grants to low-income studants and a
$200 ninimum award to a studant from typical family of four
with one in college and an adjusted family income of $30,000.

Sumlenental Educational Oroortunity Grants - Reauthorize
the Sk00 program with a funding authorization Of no less than 15
percent of the appropriation for Pell Grants. Target 53100
funding on students with greatest need for funds (defined as
those studanta whose expected family contribution is less than
one-half of their total cost-of-education). Maintain
institutional "hold harmless" level at amount institution used
in aoademic year 19115-115 (FY 1955 appropriation). Allocate ell
new funding above the FY 1915 level only to those institutions
whose institutional "Fair Share" exceeds their institutional
"Conditional Guarantee". Reinstitute institutional latching
roguirinsent in program, with matching funds to come !ran
non-federal sources. Drop use of institutionally-provided
need-based studant grants and awards from formula used to
determine institutional need for SEOG.

'tate Studant Incentive Grants - Reauthorize the program
and ailow states to use up to 50 percant of new allocations,
above FY 1995 level, to establish or sustain a 50/50
federal/state matching work-study program.

406
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Igthf:lege Work-Study - Reauthorize the program without
the language that limits CWS to non-profit

without changing the existing reallocation
procedures, and without consolidating the program with
Cooporative iducation. Allocate new funding above the FY 1985
level as in $100 (see above).

renertgrel Direct Student Loans - Reauthorize the program and
program for its principal advocate, the late chairman

of the Mouse Education and Labor Conmittee, Representative carl
D. Parkins.

Student 'bans - Reauthorize the program
incrbas the annual loan lisits for those undergraduates who
have comp eted their first two years of study toward a
bachelor's degree and for graduate students to $5,000 and
$11,000,:respeatively. Aggregate limits ars increased to $20,000
for undergraduates and an additional $25,000 tor graduate
students. Limit all loans to need remaining after all federal
grant,'.work, and loan benefits, together with all expected
parental/student contributions ars taken into account. Provide
for borrower-requested consolidation of student loans. Repeal
the origination fee. provide for federally-guaranteed, but
notlederally-subsidized, 'loan of last resort."

r'4,105 Loans - Reauthorize the PLUS loan program making it
more attractive to lenders, and therefore a more viable program
for borrowers, by allowing consolidation or refinancing of
loans,'ahd by allowing secondary markets to adjust payment
schedules with the borrower.

Waster calendar - Rstablish a sister calendar for the
delivery of student aid in order that the studeat aid system may
tunctionamoothly.

s.

Verification - Require verification documentation to be
submitted on ail federal student aid applications.

TITLE III - INSTITUTIMAL AID

Reauthorize program with three separate parts: Grants to
strengthening institutions, grants to Historically Slack
colleges and universities, and Endowment grants. Alter
eligibility criteria to include a wider body of institutions.
Expahd permissible uses of grant dollars to include recruiteent
activities and training of adsinistrative staff. Maks

ative Arrangements a high priority funding area with more
1.4111=t restrictions on participation.

7ITLE VII-- CONSTRUCTION, RECONSTRUCTION, AND RENOVATION OF
ACADEMIC nalanits

Reauthorize title with emphasis on renovation rather than
new construction. Increase funding authorization to reflect the
increasingly critical need for assistance in this area.
Streamline title by deleting unfunded pravisions for loan
insurance and interest grants. Delete community college
setaside provision so that all types of institutions compete
equally on the merits of their applications.

4 0 7
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FEDERAL STUDENT ASSISTANCE POLICY

APPROPRIATIONS FOR STUDENT AID PROGRAMS. In the realm of federal
budget allocations and appropriations, we intend to maintain our
*efforts to assure financial accessibility for all Americans to ill

higher educational opportunities. We have found that low-incor,
students are becoming increasingly dependent upon loans. Many of the
lowest income students (those with no family contribution) find that
their debt upon graduation is greater than their total family annal
income. NAICU's central student aid funding objective calls for
adjusting the imbalance between grant and self help assistance for
needy students. We seek balanced appropriations to attain the federal
policy goal, established in the 1980 Amendments to the Higher
Education Act, that 75 percent of a student's expenses should came
from a combination of reasonable parental or independent student
contributions plus Pell Grants, SEOG, and SSIG benefits. We,

therefore, call upon the 99th Congress to:

Provide balanced funding support for basic and supplemental grant
programs (yell Grants, SEOG, and SSIG) and seif-help programs
(CWS, NDSL, GSL, and PLUS).

REAUTHORIZATION OF THE HIGHER EDUCATION ACT. The current system of
sfudent financial assistance is responding to a declining share of the
needs of students attending independent colleges and universities. We

call upon the 99th Congress to consider major changes of federal stu-
dent assistance policy during reauthorization of the Higher Education
Act. Without change, the current system actually could work against
the federal goal of equalizing higher educational opportunity and
assuring access for all needy students to all types of postsecondary
education. We call uOon the 99th Congress to make changes in the
following areas.

STUDENT GRANT PROGRAMS

Needy independent college and university students participate to
the fullest extent of their eligibility in the federal student grant
programs. But the awards have a reduced impact on their ability to
afford higher education. For the lowest income students attending
independent colleges and universities (those with no family contribu-
tion), the proportion of total cost covered by a maximum Pell Grant
has declined from 36 percent in 1975 to 21 percent in 1984. And,

because the grant programs are insufficient, these students are find-
ing themselves more and more heavily dependent upon high-cost loan
programs. In 1984-85, nearly 60 percent of independent college and
university recipients from families with incomes of $6,000 or less
took loans averaging $2,200. In 1979, only 15 percent of such
students %ere forced to borrow and their average loan was only about
$1,400. This heavy reliance on loans for our lowest income students
must be corrected by improving the federal student grant programs.

410
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Pitienel Direct Student loans

.111ppm,
Program and Rename it the Carl O. Perkins Loan

xtend tn. 11D5L program and rename it- for its principal
e, the late Carl O. Perkins. Maintain the low-interest,

cempus-based nature of the program that allows the campus aid ad-
lainistrator to determine student needs.

1;7::Ilt:::sLEIgefgr:filebn"tiencertalnTi

kinds of teaching to include persons providing other forms of social
service to the notion.

Guaranteed Student Loans/PLUS Loans

Limit 4$1, to Need. Limit coverage provided by the GSL program for
undergriduatd $ tudents to the amount of 'remaining need° after all
other grant, work, and loan benefits, together with all expected
parental/student contributions, are taken fully into account.

Climinate the GSL Student Origination fee. Repeal the GSL origination
fee, WW1 continues to :saute net student loan amounts by 6 percent,
despite the fact that the origination fee was intended only as a
temporary measure to reduce federal GSL costs in 1981.

Increase Loan Limits. Increase the annual and aggregate loan limits
under the 63L program for those students in their last two years of
undergraduate higher education and for all graduate students.

Allow Consolidation of Student Loan Repayments. Allow students to
CORSOlidate iOans talon under different programs and different terms
into a single repayment plan, with options for early or extended
repayment on a graduated or income-related schedule.

Authorize Income-Related Repayment. Allow all borrowers to repay
their loans under schedules which are income-related.

Establish a federally-Guaranteed, Unsubsidized Student Loan Program
to complement 651.. Establish an unsubsidized but federally-guaranteed
student loan program as a °loan of last resort,' with the federal
guarantee serving as an umbrella over a variety of institutional,
state, and secondary-market loan programs for students and families
who are unable to meet their needs for loan capital under the GSL
and/or the PLUS programs, or aim may need to borrow some or all of
their expected parental, independent student, or graduate student
contribution.

Enhance the PLUS Program. Change the PLUS program to make it more
attractive to lenders oy increasing loan limits, authorizing both
secondary markets and loan consolidation capabilities, and prohibiting
parents and students from using a declaration of bankruptcy to set
aside their loan obligations.

412
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STUDENT AID CCLIVERY SYSTEM/NEED ANALYSIS

The current student aid delivery and need analysis systems are complex
and confusing, and may not be operating as Congress intended. Congress
attempted to address part of the problem by mandating a single need
analysis system in the 1980 Amendments to the Higher Education Act.
TM implementation of the new system was deferred. The 99th Congress
has the cgportunity to address this issue.

Review the Current System for Determining Famity Ability to Pay for
tligher Education. Review the multiplicity of 'need analysis" methodo-
logies currently in use to determine whether a new, single methodology
for determining family ability to pay can be developed for all federal
student aid programs that simplifies the current system while main-
taining discretion for financial aid administrators to adjust for
individual student circumstances.

Establish a Master Calendar for the Delivery of Federal Student Aid.
Adopt a Master calendar for the deTivery of student aid along lines
recommended by the National Commission on Student Financial Assist-
ance, in order that the federal student aid system may function
smoothly and allow all students to make timely decisions about their
higher education plans.

Revise Definitions of Dependent/Independent Student. Revise the
statutory definition in order to make certain that ability to pay for
higher education is properly assessed for families who provide finan-
cial support for their children's higher education and that students
who really are financially independent are assessed on the basis of
their own financial position.

Require Verification Documentation with All Financial Aid Applica-
tions. Require all income data submitted on all federal student aid
ingrcations to be verified by campus financial aid administrators in
order to make certain that federal student aid program benefits are
awarded to students with demonstrated need.

Require Matching for All Federal Student Aid Benefits. Require
matching payments for federal aid payments as a demonstration of com-
mitment by institutions, states, and parents/students that they are
partners with the federal government in the student aid system.

Consider Federal Merit-Based Aid. Support federal merit-based student
assistance at the currently-authorized level as a recognition on the
part of the federal government of excellent academic achievement,
while striving to make this form of student assistance tuition-sensi-
tive when it is reauthorized. Appropriations for such a program
should not detract from full funding of need-based student
assistance.

Review Proper Measure of Family Income. Provide a determination of
the proper measure of income for purposes of determining family
ability to pay for higher education, recognizing that provisions of
the tax code that allow deductions from gross income were designed for
purposes unrelated to higher education need analysis.

413
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TAX POLICY

TAX EXEMPT STATUS

KAICU is increasingly conczrned that the value of our tax-exempt
.status is undergoing a steady erosion that must be stopped and
reversed if our vitality is to be preserved. NAICU will continue to
monitor federal and state developments in this area.

KAICU also will continue its efforts to preserve and expand appro-
priate sources of college revenues as a means of lessening the tuition
burden on our students and enhancing their educational experience in a
manner which is consistent with existing law.

CHARITABLE GIVING

NAICU will continue its efforts to preserve the unique status of the
deduction for charitable gifts in the federal tax code as the only
deduction that encourages the transfer of personal wealth to public-
service purposes. We, therefore, will continue vigorously to oppose the
classification of the deduction for charitable contributions as a "tax
expenditure," and all other efforts to treat this provision as a form of
subsidy rather than a truly "voluntary tax."

KAICU believes that any major change in the tax system should rec-
ognize higher education's fundamental reliance on charitable giving,
and should include an incentive feature that preserves and enhances
the opportunity to make such gifts. Such a provision should: (a) be

deductible against the taxpayer's highest marginal tax bracket; (b) be
free of floors which must be exceeded before a deduction is secured;
(c) retain the full fair market deductibility of gifts of appreciated
property; (d) be free of minimum tax calculations; and (e) be avail-
able to every taxpeyer.

NAICU believes it is important to expand public awareness of the
importance of charitable giving, as well as the patterns and sources
of such giving to independent colleges and universities. Further, we
must work to improve public understanding of the inter-relationship
between voluntary giving and tax policy at both the federal and state
levels.

KAICU will continue to pursue refinements of the tax incentive legis-
lation enacted in 1981, which encourager restricted corporate
contributions to higher education such as gifts of equipment and
support of university-based research, while seeking also to preserve
and enhance unrestricted corporate contributions to all types of
higher educational institutions.

INSTITUTIONAL CONCERNS

NAICU will continue vigorously to support the maintenance of tax-exempt
bond financing for facilities and major equipment purchases as an
important and appropriate mechanism for strengthening the financial and
teaching capabilities of independent colleges and universities.
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KAICU further believes that tax incentives aimed at retooling
America's physical plants should include all parts of the private
sector -- that is, both non-profit and for-profit corporations.

NAICU believes that the historic practice of providing tuition schol-
arships to college employees and their families should be preserved in
Imanner that allows campuses the maximum flexibility to control the
cost of such a program, and that allows colleges to achieve their
institutional purposes.

NAICU believes that any Congressional review of fringe benefit pro-
grams such as pensions, should proceed in a manner that recognizes the
difficulties encountered by non-profit employers in absorbing suddenly
increased labor costs, and that any mandated adjustments must be made
with sufficient notice to allow for adequate preparation.

EDUCATION AND RESEARCH-RELATED TAI INCENTIVES

KAICU will continue vigorously to support the continuing exemption
from taxation of (a) scholarship and fellowship programs; (b)
employer-provided educational assistance to employees; and (c) other
appropriate forms of employer-provided assistance.

KAICU will continue actively to explore legislative proposals designed
to supplement and complement fed:i-g1 student assistance benefits with
a program of general tax incentives, such as tax-deferred educational
savings accounts, that encourage family savings to meet future
tuition-and-fee expenses at whatever college is chosen as the most
appropriate higher education program for their children.

KAICU will support the maintenance of appropriate tax-exempt bond
financing for federally-guaranteed student loans, and as a limited
source of supplemental capital to fill out student financing packages
when all other sources of loan capital (NDSL, GSL, PLUS, and ALAS)
have been exhausted and additional student need remains to be filled.

NAICU reaffirms its primary position that the existing federal grant,
work, and loan programs of the Higher Education Act, as amended, are
best able to serve the important principles of equity and need-sensi-
tivity. However, should public policymakers decide to look to a
program of tuition tax credits, KAICU continues to believe that such a
program must be viewed strictly as a supplement to adequate funding of
student aid programs authorized by the Higher Education Act, and
should be sensitive to both unmet student need and the varying cost of
attending institutions of higher education.

KAICU supports re-enactment of the research and development tax credit
with modifications that increase the tax incentive for research per-
formed on college campuses.
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INITIATIVES TO IMPROVE QUALITY

NAICU calls on Congress to expand the purposes and funding of the
institutional grant and loan programs within the Higher Education Act,
.to address the facilities, equipment, computing and library needs of
undergraduate education.

NAICU calls on Congress to enact It federal grant program for the
purposes of academic renewal and enhancement. Grants should not be
used for campus expansion. Grants should require a significant
institutional matching commitment that demonstrates an institution's
our support for its proposed project. Institutional matching funds
could come from any non-federal source including private gifts and
grants, state funds or the proceeds of public authority bonds for
academic facilities. This matching requirement could be waived or
modified for exceptionally needy institutions. The number and size of
grants to individual institutions would be limited to ensure a wide
distribution of federal funds.

NAICU will work with the Congress to develop a mechanism for distri-
bution of such grants to ensure that a peer review system judges the
merits of each proposal within the context of the mission and capabil-
ities of the institution; and/or that a state distribution or need
formula treats all institutions adequately and fairly.

NAICU also will pursue the expansion and funding of the now-dormant
Higher Education Facilities Loan and Insurance Program as well as
continuance of the highly successful College Housing Loan Program
prepayment option. NAICU will also seek federally funded incentives
for private lending institutions to assist in the improvement of
the infrastructure of undergraduate education.,

NAICU also supports federal efforts to provide institutional assist-
ance; to encourage business-education cooperation; to promote inter-
national education and foreign language study; to improve teacher
education; and to assist institutions in endowment-building. We will
follow the lead of other qualified organizations on these issues and
endeavor to make certain that independent higher education is well
served by those efforts.
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REGULATORY ISSUES

KAICU will continue to advance and support the unwavering allegiance
of independent higher education to the social policy goals of equal
opportunity for educational advancement regardless of race, sex, age,
or handicap -- and also regardless of any initiatives to achieve
-4deregulation° and/or °regulatory reform" in higher education. We
embrace these social policy goals as part of our fundamental responsi-
bility as institutions of higher learning, working in a common and
cooperative effort with federal and state governments.

Espousing the principle that self-regulation is almost always a
preferable alternative to governmental regulation, NAICU will continue
to seek ways to strengthen the capacity and resolve of independent
colleges and universities to construct effective ;mons of self-regu-
lation which assure equal opportunity for educational advancement
regardless of race, sex, age, or handicap, and which also address such
specific and tangible administrative issues as admissions and recruit-
ment practices, student expense budgets, normal academic progress and
good standing, and off-campus operations.

PROTECTION AGAINST GOVERNMENT CONTROL: NAICU seeks to incorporate
into all federal and state legislation affecting higher education the
basic statutory protection of the General Education Provisions Act
(GEPA) against any federal °direction, supervision, or control over
the curriculum, program of instruction, administration, or personnel
of any educational institution° -- together with legislative language
to make clear that this protection against governmental intrusion upon
the internal administration of higher educational institotions take
precedence over other requirements of federal and/or state law.

REGULATORY REFORM: KAICU seeks to build on the gains secured in the
Regulatory Flexibility Act of 1980, with legislative and regulatory
initiatives aimed at improving the process and quality of rule-making
so as to decrease the costs of compliance and to guarantee congres-
sional intent is being adhered to; further, to strengthen guarantees
that assure that colleges charged with violations are deemed innocent
until proven guilty.

CIVIL RIGHTS: KAICU will actively seek to assure that any civil
rights legislation includes a provision that requires evidence of
discrimination to be found in a fully appealed adjudicated process
prior to any action to defer, limit, or suspend federal government
funding and/or raise questions about eligibility to participate in
federal government funding. Any proposed changes must incorporate
existing language and understandings relative to the maintenance of
,current exemptions, such as for single-sex and/or religiously-con-
trolled institutions of higher education, and should expand such
exemptions as appropriate to guarantee the independence of all such
colleges and universities from governmental control.

ACCREDITATION/ELIGIBILITY: KAICU continues to seek a mutually sup-
portive relationship between government regulatory agencies and the
voluntary accrediting community, based on:
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a) maintaining the linkage between institutional accreditation
and institutional eligibility to participate in federal and
state assistance programs;

b) strengthening the capacity and resolve of voluntary occredit-
ing bodies to effectively assist their member institutions in
achieving and meintalning administative good practice, as
well as quality of educational programs;

c) strengthening the capacity of the Council on Postsecondary
Accreditation (COPA) to encourage institutional self-regula-
tion of administrative practices; and

d) strengthening the capacity of COPA and the Accreditation
Advisory Council of the Education Department to cope with
the increasing problems associated with specialized
accreditation,

Senator STAFFORD. Thank you very much, Doctor. I think this
committee does understand the importance of all of these college
assistance programs, and we said yesterday, as long as the present
chairman and ranking member are here, we intend to see these
programs continue.

Dr. Toll, let me satisfy a little personal curiosity, not on your
time. When I was a student at a college in New England in the
early 1930's, a prominent member of the faculty at Princeton was a
Dr. Toll, same spelling, and his son was a prominent football
player on Princeton's football team.

I wondered if there is any connection between you and that
name?

Dr. TOLL. The prominent football player is my first cousin. I was
a faculty member at Princeton, but I think you may be referring to
my uncle who was a faculty member at Amherst. But I have been
a faculty member at Princeton before I came to the University of
Maryland a little over 32 years ago So the football player was my
first cousin.

Senator STAFFORD. I see. Well, thank you. I was just curious
about the connection. We are very glad you are here and of course
we all sort of hope for the success of your football team, aside from
academic matters. Dr. Toll.

Dr. TOLL. Thank you very much, sir. My name is John Toll. I am
president of the University of Maryland. My headquarters are just
one-half hour drive from here, and it is always a great pleasure to
appear before this committee, especially the committee that cre-
ated the Pell Grant Program, to talk about it.

I am a member of the board of the American Council on Educa-
tion. Of course my institution is a member of the ACE and the Na-
tional Association of State Universities and Land Grant Colleges,
and of the Association of American Universities, the organization
which includes the 50 major research universities in the country.

The ACE is the overarching organization that includes all the in-
stitutions of higher education in the country. At each of these asso-
ciations we have discussed, during our meetings, as a prime topic
for the past couple of years, the reauthorization of the Higher Edu-
cation Act. We believe the act that you are dealing with is ex-
tremely important. The position that I will support today has been
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developed out of intensive discussions among all of the institutions,
and indeed is a position strongly supported by the three organiza-
tions I mentioned.

The Pell Grant Program has become tremendously important to
all of our students. It is the most important program for assuring
access and opportunity to higher education today, providing sup-
port for 2.9 million students nationwide. For example, at my own
University of Maryland, about 8,000 students received money from
the Pell grant last year amounting to $7.5 million, or slightly
under a $1,000 per grant, on the average. While all of our campus-
es are involved, with 11 percent of the students on all of the cam-
puses, about half of the students on our Eastern Shore campus,
which is a predominantly black campus, are supported by the Pell
grants. That fact stresses the importance that these grants have
had for needy students which have involved minority students.

Furthermore, at the present time we are thrusting a greater and
greater burden on students and their families, as we gradually
raise the tuitions to support an increased proportion of the cost for
higher education, and so the Pell Grant Program will become in-
creasingly important in the future.

Recommendations that have been recommended by ACE and
others are summarized in the attachment to my testimony; I will
not go over all the details here.

But I do want to stress that we have made a proposal which
maintains the spirit of the current program, but in fact puts more
emphasis on meeting the needs of needy students than before, to be
sure that the program serves the needs of those students who oth-
erwise would be deprived of the opportunity for higher education.
That has been our highest priority in developing these proposals.

One priority that I have personally stressed, and that I think
most of my colleagues share, is the importance for all of higher
education to get behind the proposals as you will draft them from
this committee. We believe at this stage that the proposal that has
been put forward by ACE, NASULGC, and AAU represents a
proper consensus position.

No, there is no universal agreement. You will hear differences
between the groups that are here. There are some good things in
the AASCU proposal, such as support for part-time students, which
I think ir going to be increasingly important in the future. The
ACE does not have a position on how less than half-time students
should be made eligible, but ACE certainly does not oppose the
AASCO proposal. I personally believe aid to part-time students will
be increasingly important in the future and a particularly good in-
vestment for the Nation.

The higher education community has limited its request and has
tried to stress those features which are most important to maintain
the spirit of the current program. I want to emphasize the very
great importance of maintaining a viable Pell Grant Program.

I want to stress that there has been a wide area of agreement on
the proposals for the reauthorization of the Higher Education Act.
Out of these intensive discussions of the past year, you will find in
the proposal submitted to you on behalf of all the institutions of
higher education, agreement on almost all issues. We differ slightly
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only over the Pell Grant Program, and I think the ACE proposal
represents the best consensus overall.

There was a National Commission on student financial assist-
ance, on which I realize you served, Mr. Chairman. I think the rec-
ommendations of that group are very important and the most seri-
ous problem is not so much a radical revision in the Pell Grant
Program as the fact that inflation has cut back the effectiveness of
the program so that it is now seriously underfunded. We think the
main importance of our proposals is to shift increased support to
needy students, and to raise the level of support to the level that
will be needed in the future, particuarly in view of the high level of
inflation.

In summary, I want to stress that I think there has been a
rather high degree of consensus among the higher education com-
munity. The overwhelming majority of my colleagues that I speak
to are in support of the ACE proposals. If your committee will
adopt proposals along those lines, you will find that you will have
the very strong support of the higher education community as a
whole. The Pell Grant Program will become increasingly important
in the future, as universities and colleges are inevitably having to
throw more and more of the burden on students to cover increasing
portions of the cost of education through tuition. Without the im-
provements in the Pell Grant Program many students would be
denied the chance of a higher education.

[The prepared statement of Dr. Toll followsl
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Mr. Chairman and Members of the Subcommittee:

My name is John Toll. I am President of the University of Maryland.

I appear before you today as a representative of the American Council on

education, the Association of American Universities, and the National

Association of State Universities and Land-Grant Colleges. My university is a

member of each of these associations which have jointly agreed on a proposal

for Pell Grants as part of the reauthorization of the Nigher Education Act.

I appreciate this oprortunity to testify before the Subcommittee which

originated the Pell Grant program. This program has grown to become the

cornerstone of the national comaibeent to postsecondary opportunity, providing

assistance to some 2.9 million needy students.

For example, at the University of Maryland, in 1983 -84, 7,854 students

received a little over $7.5 million in Pell Grants as part of their financial

aid packages. While the grants are important to all students who qualify, they

are absolutely vital for encouraging enrollment of minority students who are

disproportionately drawn from low-income groups. While across all five

campuses, 11 percent of our students receive Pell Grants, at our Eastern Shore

campus, which is historically black, half the students enrolled receive Pell

Grants, and these grants account for almost half of the financial aid package

that enabled these students to participate in higher education.

Any recommendations for change in such a vital program are bound to

generate controversy, and the Subcommittee has already heard sharply differing

Pell Grant proposals from witnesses representing the pubTic and the independent

sectors. My purpose this morning is to urge a solution which can resolve these

differences, and achieve consensus in the community.
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In recent years the Pell Grant program and most of the other federal

programs of assistance to students have been seriously threatened by budget

recommendations which call on Congress to cancel or to curtail the national

commitment embodied in Title IV of the Higher Education Act. This is no time

for the sectors of higher education to engage in divisive disputes. Our best

efforts should be focussed on working with the Congress to strengthen the

student aid programs in ways which we can all support.

At the outset I would emphasize the extent of agreement that already

exists. Both the public and independent sectors agree on the principle that

federal student aid should be targetted more effectively on the neediest

students. We agree that awards and living expenses for needy students should

be increased substantially to reverse the serious erosion in the value of aid

resulting from inflation and inadequate funding in recent years.

Our highest priority is to increase the Pell Grant maximum provided to

the neediest students. Increases in the m- 'mum have been severely limited in

recent years by constraihts on federal spending. Consequently, many low-income

students have resorted to borrowi, before they have established an academic

track record, and have had to drop out of school and default on their loans.

Others simply have not enrolled in postsecondary education because of

reluctance to assume debt which they have doubts about their ability to rePay.

Our principal, shared objective is to correct the imbalance between

grants and loans that has imposed a growing burden of debt on students and

their families. Between 1978 and the present, loans have grown from 13 percent

to almost 50 percent of federal aid. On behalf of all the major

institution-based associations, the American Council on Education has
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transmitted to the Subcommittee a set of recommendations that are designed to

achieve significant cost savings in the Guaranteed Loan Program. These

recoamendations would result in a total reduction of approximately $850 million

in annual program costs once they are fully implemented, which could free up

substantial additional funding for Pell Grants and the other Title IV programs.

We also share enthusiastic support for the conclusions of the National

Commission on Student Financial Assistance, which reported in 1983 that the

major'federal prograem have generally served the nation well, are not in need

of radical revision, and have as their most serious problem their perennial

underfunding.

Despite these broad areas of agreement, there remain major points of

difference between substantial portioris of the public and independent sectors

over specific changes to be made in the Pell Grant program. The public sector

generally supports the provisions of current law which base the amount of the

individual award on the difference between family contribution and total

educational costs, including living expenses as well as institutional charges.

The independent sector argues that Pell Grants should be based primarily on

tuition and fees, with living expenses limited to those with family incomes

below 160 percent of the poverty level.

I urge you to give careful consideration
to tile proposals of the

American Council on Education which would accommodate both of these views.

ACE's recommendations are designed to achieve the community consensus which is

so important for reauthorization legislation.
They would provide larger awards

that make more realistic assumptions for living costs and provide greater

tuition sensitivity. The increased costs would be funded in part by decreasing
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Summary of ACL Pell Grant Recommendations

*Increasing the maximum award from $2100 to $3000 would provide
approximately 60 percent of the average public and independent college charges
for tuition, room, and board, thus restoring the original value of the Pell
award, which has been seriously eroded by inflation in recent years.

*Assuming expenses of $3000 for all students living on- or off-campus,
and continuation of the existing $1600 assumption for those living with
parents, would more closely approximate minimal living and miscellaneous
expenses, and provide relative equity among students in similar circumstances.
The existing $2000 assumption for living and miscellaneous expenses for
students living off-campus and not with parents is clearly inadequate, and is
less than the expenses allowed most students living in campus housing.

*Replacing the Bureau of the Census (Orshansky) poverty index with the
Bureau of Labor Statistics (BLS) low budget would make the family-size offset,
the basic amount deductad from the family's income in calculating their
expected contribution, more realistic and equitable than the austere poverty
standard. It would also bring a measure of consistency in need analysis amzng
the federal programs.

The formula for computing a student's cost of attendance is critical
to the equity of the Pell program. Currently the formula distributes
proportionately greater amounts to middle-income students at lower-priced
institutions because of the operation of the percentage-of-cost limitation.
This limitation (now at 60 percent) does not affect the aMards of higher-income
students or those of eligible students in higher-priced institutions, who
receive their full entitlement. Only low-income students (over one million) in
less-expensive institutions have their entitlements reduced by this limitation.
To target increased funding on the neediest students, ACE recoemends:

*Modifying the Pell Grant formula to limit the size of the award to
60 percent of cost minus expectsd family contribution.

Presently, the award is comzuted by subtracting expected family
contribution from the maximum award, but the award cannot exceed 60 percent of
cost, or need, %Mich is defined as 100 percent of cost minus expected famdly
contribution. Therefore, under current law, middle-income students in
lower-priced institutions can receive an award %Mich in combination with their
expected family contribution, equals 100 percent of cost. In contrast, the
neediest student cannot receive an award %Mich exceeds 60 percent of cost even
though he has no expected family contribution to supplement it. He must still
find the remaining 40 percent of his educational cost, while the middle-income
student has his total needs met.

This proposal mmuld assure that no one receives an award which, in
combination with expected family contribution exceeds the award received by
the neediest students at that institution. The proposal also assumes that the
percentage-of-cost limitation will not be raised, but will rmsain at 60 percent
to maintain approximately the current balance of assistance for needy students
in the public and independent sectors.
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Modifying the current provisions in this way would limit the awards of
660,000 Pell recipients and reduce the cost of our proposal by $208 million.
Recipients in the lowest-priced institutions with family incomes between
$20,000 and $30,000 would have their awards limited an average of $500 below
what they would receive if their expected family contribution were not

subtracted from 60 percent of cost.

For xample, if the maximum grant were increased to $3000 under the

current formula, a dependert student from a family muking $21,000, with an
expected family contribution of $1100, and a cost of attendance of $3200, could
receive an award of $1900 ($3000 - $1100 $1900), whereas the neediest student

with no expected family contributicm could receive only $1920 ($3200 x

60 percent $1920. Under the ACE proposal, that same middle-income student

could receive an award of $820 ($3200 x 60 percent $1920; $1920 - $1100

$820), compared to the $1920 award of the student without any family resources.

ACE also proposes increasing the tax rates used to determine expected
family contribution for dependent students from 11 percent, 13 percent,
18 percent and 25 percent on $6,000 increments of discretionary income to
18 percent, 20 percent, 24 percent and 33 percent. These rates, in conJunction

with the BLS low budget standard for the family-size offset, would establish an

effective income cut-off for dependent students from a family of four with one

in college at $30,000 Adjusted Gross Income.
a

In recognition of the needs of the non-traditional student, the
1980 Amendments to the Higher Education Act mandated that the tax rates on
discretionary income for independent students with dependents be the same as

those for dependent students. For budgetary reasons, that provision has not

been implemented. ACE recommends that tax rates for all students, those
receiving financial support from their parents, and those not receiving such

support, be the same. The amount of the family-size offset would differentiate
between family units of various sizes, but the tax rates on discretionary
income would be the same.

These changes, if implemented at the proposed $3000 maximum, would
provide awards to 3 million recipients -- some 250,000 over the number
currently served -- and cost approximately $5.1 billion. The principal effect

of these changes would be to increase substantially the size,of awards to the

neediest students.
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Senator STAFFORD. Thank you very much, Dr. Toll. Let me justoffer a personal observation, and that is that during the strugglewe had to retain current funding for the Higher Education Actover the last 8 or 9 months, it seemed to me that the academic
community was united, as it never has been before.

We may be facing some more problems next winter, and I hope
that no schisms will develop in the community, and that we cancount on your united support again, if some schisms are threatened
or attempted to develop, so that we will be able to present a unitedfront next year, and I just express that as a personal hope as I lookahead to the next calendar year.

I have two or three short questions here that I might like to ask.One is that it has been suggested that we eliminate the central
processor in the administration of the Pell Grant Program. Howwould that affect the delivery of Pell grants on each of your cam-puses?

Could each one of you comment briefly on that. Dr. Fretwell.
Dr. FRETWELL. I talked with our chief student financial aid offi-

cer in great detail about this point, and in the latter part of mytestimony, I point out that it would be much simpler if the Pell
Program, like certain other programs which seem to be workingquite well, be administered locally with appropriate supervision sothat the public interest is safeguarded. The delays of having cer-tain things processed at two different times at two different places
are excessive according to my colleague, and I believe he speaks formany other people in the financial aid business on many, manycampuses, and also in national associations.

Senator STAFFORD. Thank you. Dr. Trachtenberg.
Dr. TRACHTENBERG. Yes. I Would Concur with my colleague and

go a step further. I think additional administrative efficiency couldbe effected if the Pell grants were treated as an entitlement pro-
gram, essentially codifying the practice that we presently have,and if the Pell grants were treated in much the same way as the
guaranteed student loans. We would be happily deprived of theannual "strum and drang" and drama, which accompanies the
overruns and one thing or another.

If this were to be done I think it would be needed to be done with
appropriate saf9guards, to see to it that the equity and the floor of
support were consistent, but that is something I would hope that
the committee would also consider.

Senator STAFFORD. Thank you. Dr. Toll.
Dr. TOLL. I agree with many of the observations made by my col-leagues, yet it is impossible for me to state directly what the effect

of doing away with the central processor would be, unless I knew
what type of system would replace it.

Senator STAFFORD. All right.
Dr. FRETWELL. Mr. Chairman, could I speak a little further onthis point. It is my impressionand I think I could quantify it, if

necessarythat a number of the, what I will call new students,
some of these students who are the first in their family to come,people who are well-meaning, hard-working, dedicated, but rela-
tively unsophisticated young people coming from families who do
not understand a lot of the complicated aspects of forms and pieces
of paper.
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These people get the impression that it is a jungle, that they may
not get very much, that they do not know how much they will get,
and in some cases I believe they are discouraged from even apply-
ing at all.

I cannot prove this but there is a general feeling in that direc-
tion and I think this is something the committee might wish to
look further into.

Senator STAFFORD. All right, gentlemen, thank you very much.
As we are all aware, the cost of attending college has risen dra-
matically in the last decade.

What responsibility do you as college presidents feel you have in
cost containment in the future? Dr. Trachtenberg.

Dr. TRACHTENBERG. I think we have got a good deal and I think
we have made some notable progress in that. To some extent the
costs of running universities has tracked the inflation. God knows
the faculty and staffs at our universities have not been compensat-
ed in accordance with that and to some degree they have sustained
more cost containment than is probably appropriate if the best in-
terests of higher education are to be kept in mind.

Similarly, I think there is a national question about the capacity
of our universities to maintain up-to-date laboratories and research
facilities, and I think both of those issues have to be addressed.

But there is no doubt an obligation on the part of universities to
run lean and trim, and I think most of us have willingly assumed
that burden.

Senator STAFFORD. Thank you.
Dr. FRETWELL. Could I speak to that also.
Senator STAFFORD. Yes, sir.
Dr. FRETWELL. I mentioned earlier two key words, excellence and

access. Our institution, operating as a university only for 20 years,
is basically in what has been a vacuum area in terms of a compre-
hensive university. Now for this reason, and other reasons, our en-
rollment has continued to grow consistently including this fall, and
the way the State operates its budgets, we are constantly carrying
more passengers in our wagon, if you will, than the State told us
we were supposed to. So, the net cost is less and we are concerned
about quality, but we are also concerned about efficiency, so we.are
basically putting more people in the same plane on the same
amount of gas, if I may use that analogy, and I think the public is
getting a good return.

Also, we have a fair number of people, Senator, from New Eng-
land running our place, so we're trying to keep things just right.

Senator STAFFORD. Dr. Toll, do you have a comment?
Dr. TOLL We are all working very hard to put great emphasis on

efficiency at universities and the containment of costs, but I think
one should stress that the costs that have fallen on higher educa-
tion are items like the costs of libraries, of computers, of other
equipment, and they have risen more rapidly than inflation in the
society as a whole.

As Dr. Trachtenberg has said, the result has been that faculty
and professional salaries have tended to lag behind inflation, and,
generally speaking, we have very tight budgets at the present time.

We do what we can to trim. We also have the problem that most
institutions have had to postpone the maintenance of their facili-
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ties. There is a large and increasing deferred maintenance; you
have probably seen tbe recent publication Crumbling Academe
which stresses that this is a nationwide problem, hitting particular-
ly the comprehensive universities in the country.

So, we all are trying to find ways to catch up with this accumu-
lated need by being efficient in every way we can.

Senator STAFFORD. Thank you very much. One final question.
There are those who say the quality of higher education has de-
clined in the last several years.

Hopefully, they are in a minority, but I would be interested in
your brief comment on that assertion, if you would care to com-
ment.

Dr. FRETWELL. May I comment, Mr. Chairman, about our own in-
stitution rather than higher education in general?

Senator STAFFORD. Certainly.
Dr. FRETWELL. Maybe my colleagues would like to be more com-

prehensive. We note two things going on simultaneously. One, and
I want to praise the faculty for this: A deep concern about basic
knowledge in the arts and sciences which I touched on very lightly.

As a result of a 3-year study, our faculty adopted last year a core
of requirements, emphasis on improved writing, communication,
understanding of self and other people, which is sometimes a little
hard for people in the professional colleges who would like more
engineering, more accounting, et cetera, to take; but the faculty,
through its own approach said: "Look. We're trying to turn out
educated people at the 4-year levelwhatever that means; there-
fore, there are certain basic things drawn mostly but not entirely
from the arts and sciences, that they need."

At the same time that that is going on, we noticed a slight in-
crease this year of SAT scores, and so here are two signs of, I
think, specific quality concern.

Dr. TRACHTENBERG. Mr. Chairman.
Senator STAFFORD. Dr. Trachtenberg.
Dr. TRACHTENBERG. Both of us come from a region of the country

not known for its oil deposits and yet a region of the country which
is flourishing, flourishing, I think, in large measure because of the
wit and the competence and the ingenuity of its people; an ingenui-
ty nurtured in its schools and colleges.

New England companies continue to recruit from New England
colleges and come back year in and year out, and indeed, I think
they probably uccasionally hire people from North Carolina and
Maryland, and other parts of the country as well.

I think the best testimony on the competence of our graduates is
the fact that they consistently get jobs and hold those jobs, and the
firms that they work for do well.

Senator STAFFORD. Thank you. Dr. Toll.
Dr. TOLL Mr. Chairman, I do not think there has been a de-

crease in the quality of education as a whole. I think there have
been changes and these changes are important to respond to the
needs of the time.

There was a period while we were loosening requirements to give
students a lot of choice in the forming of their own educational
programs. At most institutions now, there is a move back to more
structure, more requirements, to be assured that the students do
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master the fundamental skills that they will need as they go on in
their careers. We are still leaving a fair amount of choice to them.

Trying to improve our educational programs to respond to new
needs has been difficult under the very tight budgets at the present
time.

So, I think it is true that to some extent institutions have not
been able to keep up with the changes in disciplines and the chang-
ing requirements. 1Ve lack the equipment and the resources to
meet some modern needs, but I do not think that there has been a
decrease overall of quality of higher education. There has been in-
creasing access, and I think that is something of which we, as a
nation, can be very proud.

Senator STAFFORD. Thank you very much, gentlemen. I see that a
valuable member of this committee, Senator Dodd of Connecticut
has joined me. Senator, do you have either a statement, or any
questions?

Senator DODD. Well, thank you very much, Mr. Chairman, and
once again I commend you and Senator Pell for holding these hear-
ings to examine the major issues affecting reauthorization of the
Higher Education Act, a bill that is now in its 21st year. Of course
HEA represents the latest manifestation of the Federal Govern-
ment's long commitment to higher education, going back more
than 120 years, to the Morrill Act in 1862, the first land-grant col-
leges, and the GI bill, and other legislation which led to the Higher
Education Act of 1965.

Today, there are certainly a lot of questions, particularly those
raised by the administration, over particular budget deficits prob-
lems and the cost of higher education.

I am delighted to see Steve Trachtenberg is here, one of the most
distinguished members of Connecticut's higher education communi-
ty and certainly, one of the most respected people in the country
when it comes to higher education, a good adviser.

I would like to ask the three of you a series of questions on the
whole issue of efficiency, if you will, and the switch we have seen
in the last few years from the grant to the loan. I think now, of all
assistance, about 50 percent of financial aid to students is in the
loan area as opposed to the grant area.

And the implications of that are, beyond of course, the immedi-
ate ones that have to do with the fiscal ques.ions that come up,
questions, for instance on how this balance affects student choices
in terms of curriculums and careers?

Are you finding that more and more students are choosing aca-
demic disciplines which are more inclined to prG ride higher income
salaries because of the debt obligations associated with their loans?
Is that a real problem?

How is this affecting lower income students ho look ahead to
the loan obligations at the culmination of a high.r education, and
question whether or not it is worth it for them to go through that,
given the possibility of not being able to come out from underneath
that particular problem?

Third, what's happening in terms of your o., faculties, given
the fact that the teaching professiors, even at +. higher education
level, are not the most lucrative? Do you nti ,te that before the
end of this century, you will find a real p. Alem in the quality of
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professors, of faculty, across the country? And again, relating this
all to that question of loans and grants, what would be the ideal
mix between the two? If I am correct on the 50-50 mix as it is
today, a shift from what it was before, what should it be in your
own minds?

That is a lot to put in front of them, Mr. Chairman.
Dr. FRETWELL. Mr. Chairman, could I address maybe the last and

conceivably the easiest point while my colleagues take time to
figure out the answers to the others?

This has to do, Senator, with a major point that you are alluding
to, and that is, where are the faculties coming from?

Senator DODD. Right.
Dr. FRETWELL. My background happens to be teaching English,

but I am worried not so much about the quality of what is being
taught in English literature at our place, or elsewhere, but where
are the quality faculty coming from now and in the immediate
future, as well as the long range, in some of the key areas which
are having the biggest growth in a State that is attempting to
move into high tech, and I refer specifically but not exclusively to
engineering, engineering technology, computer science, and ac-
counting. A person coming out of our engineering program with a
bachelor's degree, can almost immediately, or very shortly, be
making more money, and employed in the world of engineering
than the assistant professors, and maybe the associate professors
who were just teaching him.

We have very little success encouraging our graduates in engi-
neering to go into graduate work, to complete the Ph.D. to become
professors in that field.

If they already have a loan burden of 50 percent, or more of cer-
tain costs of undergraduate education, they are not going to feel
too good about going to graduate school anyway if they just add
more and more to the problem.

I think the picture that you are probably well informed about al-
ready is particularly acute at our place, and maybe others. So, the
quality of faculty is one of the key factors Ind we are engaged in
something which bothers me but it is a function of market, that we
would pay a professor of engineering, computer science, accounting,
maybe one or two other fieldsI should say an assistant professor,
beginning, with a doctor's degreeapproximately twice what we
would pay an assistant professor in English or sociology, or possibly
history.

This is a function of market, it is patently unfair, but that is
what it is like. I do not see some of our best people, the brightest
and best teaching in the humanities, and I am deeply concerned
about it, and loans are not the whole story but they are a part of it.

Senator DODD. No; I understand that, but they are part of it, in
your mind?

Dr. FRETWELL. Yes; indeed.
Dr. TRACHTENBERG. I would underscore what my colleague has

said and just put a footnote on it, Senator. I would define quality,
not only with regard to the ability of the individuals but also to see
that the faculties of the future are more heterogeneously repre-
sentative of our society.
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Not only is it difficult to get certain people in certain fields but it
is virtually impossible to get people who represent many of the mi-
nority groups, and increasingly as the undergraduate populations
in this country become black and Hispanic, I think it is going to be
imperative that we have black and Hispanic faculty and adminis-
trators in our colleges and universities, since it takes approximate-
ly a decade for somebody to earn the Ph.D., from the bachelor's
degree to the Ph.D.

And since we are going to see large infusions of minority persons
into our colleges in the predictable future, I think it is probably not
too late to be worrying about that issue along with the need for
finding professors of computers and electrical engineering and the
other difficult disciplines, and there is no doubt that the distribu-
tion of aid, which is heavily loan dependent, is an impediment in
inducing some of these people to consider academic careers, just as
Dr. Fretwell has suggested.

Additionally, I think there are real problems that we do not even
begin to understand on the possibility of family in this country and
the whole sociology of America, induced through what one might
characterize as a negative dowry.

If you have young men and women graduating from colleges and
universities deeply in debt, what they get by getting married is a
merger of that debt, which makes it exceedingly hard, even with
two incomes, notwithstanding all that we have heard about Yup-
piesexceedingly hard for them to contemplate owning a home,
and leading the kind of life that has conventionally been thoughtof--

Senator DODD. Cannot afford that mortgage.
Dr. TRACHTENBERG. That is right. Cannot afford the mortgage.

So, I think that is a real problem. And I think to the extent that
we are prepared to invest in our young people as opposed to con-
ceive of higher education resources as expenditures, we are best ad-
vised to go for more grant and less loan.

Senator DODD. I do not know if there have been any studies done
on this at all, any surveys of students at the end of their freshmen
year, when they are choosing their major fields of study.

Have there been any surveys done which would question why
students are selecting, say, engineering, or prelaw or premed, as
opposed to, say, the humanities? To the extent that there have
been any surveys, how accurate is it to suggest that at least a sub-
stantial part of that decisionmaking process is based on the debt
burden assumed by the loan programs?

Dr. TOLL. To the best of my knowledge, there are no definite sur-
veys concerning this problem. But there is no doubt that the shift
that you talk about to more career-oriented disciplines has been oc-
curring. There are many factors, some of them healthy factors,
that have been leading students to make these shifts. When I speak
to students, I gain the impression that a good part of their motiva-
tion, is that they realize the debt burden they are assuming will
have to be paid back, and they must prepare to do it, and it does
have a tremendous effect on their career decisions. The shift has
been very rapid. In 1978, 13 percent of the Federal aid was loan
programs; now just about 50 percent. And the shift is occurring to
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such an extent that the burden is a very great one, so I believe
that it is affecting, greatly, the decisions of students.

You are absolutely right that it has affected especially the deci-
sions of poor students. Even just discussion of possible cuts in the
Pell grants leads to a dropoff in applications. People depend so
much upon these grants that they react even to rumors of possible
further cuts, and it is quite clear that it has a big effect on the
planning for our students and on what they do.

It also has the effect on faculty that Dr. Trachtenberg and Dr.
Fretwell mentioned, that some potential faculty are not entering
the Ph.D. program because they feel that the 50,000 dollars' worth
of debt each would acquire in completing a Ph.D. program is
simply a burden that they and their families, particularly if they
have other obligations, cannot assume.

So, the heavy reliance on loans is greatly limiting the choices
that people make. Many of our students, as bachelor degree gradu-
ates, do earn more than the faculty who spent 6 years of graduate
and postdoctoral training are earning at the present time. When
students go into graduate work, with the idea (-..f* a faculty career,
they often are going to have less potential inco,-. le than if they go
directly into business with a bachelor's degree. So, the idea that
people can support advanced education because it ie going to lead
to their own financial reward is, in many fields, s;mply not true.

When the Pell Grant Program and other programs were intro-
duced for undergraduates, we simultaneously decreased our com-
mitment in support of graduate students, and now graduate stu-
dents are especially heavily dependent on the loan programs. This
is an anomaly in national policy that it is very hard to understand,
but it is greatly affecting the availability of good faculty for the
future.

This emphasizes the importance of the Pell Grant Program in
the future because it is important to decrease the burden of debt
that students assume at the undergraduate level in order that they
can go ahead for further study at the graduate level; many stu-
dents are now discouraged because of their heavy dependence on
loans already at the undergraduate level.

Dr. FRETWELL. Senator, if I might, I would like to second what
my colleague John Toll has indicated, and read, if I might, a sen-
tence which is in the latter part of my testimony, which suggests
that you consider authorizing loan forgiveness on a year by year
basis, of student financial aid granted at the graduate level. Now
we would hope it would be increased, and that then, there would be
what I am talking about here. Forgiveness at the graduate level for
those American Indian, black, Hispanic, and women students who
have completed their terminal professional degree, and serve on
the faculty of an accredited American university. This would be a
positive step in the direction of encouraging more people in those
category to prepare for and enter ir to academic careers in colleges
and universities.

Senator DODD. That is an idea. Mr. Chairman, I thank you for
that. I took a lot of time. That was one question, Mr. Chairman. I
will not ask any further. I thank you for your responses, and I
would like to know about those surveys, particularly if any individ-
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ual colleges or universities may have done any. I do not know if
anything has been done nationally.

And if not, I might suggest that this is something that we might
try, to inquire of students why these decisions are being made. I
would be very curious myself to know if the loan burden, the debt
burden issue is a part of that

Mr. Chairman, last, I have some additional questions. I know you
have other witnesses coming, and I would like to just submit those
at the proper time.

Senator STAFFORD. Well, thank you very much, Senator Dodd.
Since most of us on this committee were supposed to be in three
different places at once this morning, I have already attended two
other committees before I got here. I know members will have
questions that cannot be here, and I wonder if you would be willing
to answer a few questions in writing, if we send them in.

Dr. FRETWELL. Absolutely.
Dr. TOLL. We will be pleased to do so.
Senator STAFFORD. Then for all the members of the committee,

we will ask the privilege that they be allowed to submit questions
in writing.

ing said that, my partner in this committee, Senator Pell,
has arrived, the Senator after whom, of course, Pell grants are
named. Senator, we are very glad you are here.

Senator PELL. Thank you very much, Mr. Chairman. Following
up on a point that Dr. Toll raised, it is interesting that in the past
4 or 5 years, the actual dollar value of the Pell grants has de-
creased by a fifth, by 21 percent, and as you point out, such a grant
which covered almost half of the average costs of college in 1978
and 1980, will only cover about a third this year.

So, the whole system, as you point out, justly point out, is being
skewed, and the youngsters are leaving college with an increasing
debt, and as one of you put it, with a negative dowry. So the point
is well taken. It is a particular delight to welcome Dr. Fretwell
here. Almost 40 years ago, though, you would not believe it to look
at him, we were Vice Consuls together in a remote part of the
world, and I am very glad to see you look so well.

Dr. FRETWELL. Thank you, Senator.
Senator PELL. I really had just one question. That is that Senator

Nickles and I have proposed legislation that would require students
to maintain a C average, or its equivalent, in order to continue re-
ceiving Federal student aid, and from a philosophical viewpoint, as
the money seems to be decreasing in available grants, certainly,
real money, that we have to make sure that that money goes to
those who can best use it, and that also, we secure the quickest re-
payment from those who have already borrowed.

That is why we are cracking down a bit on those who have not
paid back, and I was interested particularly in your reaction to this
idea of trying to diminish the pool of students that get aid by
saying that they have to maintain a C average.

Maybe Dr Fretwell will give us his reactions first.
Dr. FRETWELL. Thank you. I have a mixed answer to that. That

on the face of it, it looks good and makes sense, but I would have
some concern about what happens to the student who, for no fault
of his or her own, did not have the best preparation in high school,
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who makes it to college, maybe has a bad time, but possibly with
some good help and maybe a little counseling, can turn around.

I guess what I need is a kind of a mental safety net here to take
care of a young person, particularly a minority person who comes
from a limited background, as well as others.

I guess I would go for it, yes, but, if I can put it that way.
Senator PELL. Well, we can put in the legislation something pro-

viding for a year, compassionate circumstances, or a certain
leeway, that would be applied.

Or if a youngster comes from a home and the mother and father
shot each other, or there is some horrible trauma going on, that
these would be taken into account.

Dr. FRETWELL. I think that idea is a commendable ideanot the
shooting but the year of leave.

Senator PELL. Good. Mr. Trachtenberg.
Dr. TRACHTENBERG. Yes. I think there is no doubt that we want

to invest our money, and I consider the taxpayer's money as our
money, in youngsters that are going to make the best use of it. I
share Dr. Fretwell's concern that we not be excessively Draconian,
and keep in mind at all times that the youngsters who are fre-
quently getting the Pell grants are youngsters who, but for those
grants, would not be at colleges and universities, and who tend to
come frequently from backgrounds for which it has been a great
struggle for them to get to universities and colleges

I was commenting earlier that the typical Pell recipient at my
university comes from a family of five to seven, from an income
range of $11,000 to $15,000 a year, and with savings accounts of
zero to $2,500.

We are talking about people who are really struggling to get to
the campus and to stay there, people who are frequently holding
down jobs, and doing a variety of things that put them under great
strain.

And what I would not want to do is have them feeling that there
is a sword hanging over their heads, which might result in their
being dispatched from the campus in the event that they were to
slip.

So finding some balance, I think, in maintaining quality and
standards, and at the same time compassion, and unuferstanding
the philosophy which I believe you represented when you conceived
of the Pell grants, the equity that inspired it, I think is important
as well.

Senator PELL. Thank you. Actually, under our bill, it would not
take effect until the first year had gone by anyway, and there
would still be some kind of compassionate safety net.

Dr. TRACHTENBERG. The sophomore year.
Senator PELL. Figure out what that would be; this is where we

need help. Dr. Toll.
Dr. Toil. Senator, I would like a chance to study the bill in more

detail and comment later, but my first reaction is that it would be
better to replace the requirement of a C average by a requirement
of making adequate academic progress.

Grading standards vary from one institution to another; and situ-
ations vary from one academic program to another, I think it is
better to require proper academic progress in the program in which
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the student is enrolled, rather than a nationally fixed grade point
average.

A problem cari result that then faculty alter their grading stand-
ards in order that the definition allow all students to continue who
are making adequate academic progress. So you have an effect on
grading standards which you did not intend, probably, in the bill.

My first reaction is therefore to urge that you record the bill to
specify instead making academic progress towards the degree,
rather than meeting any particular grade point average.

Senator PELL. Good. Thank you very much for the suggestion
and thank you, Mr. Chairman.

Senator STAFFORD. Thank you, Senator Pell, and gentlemen, for
the committee, and for myself personally, my gratitude for your
joining us this morning and helping us as we begin consideration of
reauthorizing the Higher Education Act.

The next panel will consist of Mr. Andrew Vignone, Pell grant
administrator of Detroit Engineering Institute; Mr. Paul Orehovec,
financial aid director, Wooster College, Wooster, OH; and Miss LaVerne Dixon, who is a student at Prince Georges Community Col-
lege, Upper Marlboro, MD.

Lady, and gentlemen, if you would, come forward.
Let me repeat for emphasis, the fact that we are asking you to

complete your statements within 5 minute's, that any written state-
ments you have supplied the committee, and addenda thereto, willbe printed in the record as if read, so that they will be available to
all staff, and to members of the committee who were unable to be
here this morning due to multicommittee commitments.

I think we might go in the order in which I called your namesand I apologize if I have mispronounced the name. Mr. Vignone, I
know that you are going to talk about campus-based programs aswell as Pell grants, so we anticipate tkat, and you are not on the
wrong panel. Why do you not go abead, Mr. Vignone.

STATEMENT OF ANDREW VIGNONE, PELL GRANT ADMINISTRA-
TOR, DETROIT ENGINEERING INSTITUTE, DETROIT, MI; PAUL
OREHOVEC, FINANCIAL AID DIRECTOR, WOOSTER COLLEGE,
WOOSTER, OH; AND LA VERNE DIXON, STUDENT, PRINCE
GEORGES COMMUNITY COLLEGE, UPPER MARLBORO, MD
Mr. VIGNONE. Mr. Chairman, Senator Pell, I appreciate the op-

portunity to present the views of the National Association of Trade
and Technical Schools, concerning the campus-based aid programsas well as the Pell Grant Program.

I am Andrew Vignone, vice president and director of financial
aid at Detroit Engineering Institute. In addition I have been active
in various State and national organizations representing student fi-nancial aid issues.

The National Association of Trade and Technical Schools is anassociation of 835 accredited private, postsecondary, occupational
schools and branch campuses.

Our schools are job oriented and dedicated to serving trainng
needs of students and employers. At my school we offer 1- through
3-year programs in electronics, design engineering, and climate
control. Our programs lead to placement in the student's chosen
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career with an overall placement record of 85 percent. Detroit En-
gineering Institute currently has 475 full-time students with an av-
erage age of 26. Of this total, 75 percent receive some form of title
IV aid.

Approximately one-third receive campus-based funds, primarily
National Direct Student Loan and Supplemental Grants.

In addition, 95 percent of the students work while attending
school. Our purpose in testifying this morning is to point out in-
equities that currently exist in certain aspects of the campus-based
programs primarily.

These inequities have the effect of limiting opportunities for
some individuals to acquire the skills necessary to obtain steady
and productive employment.

I would like to highlight the recommendations set out in our
written testimony.

On the College Work Study Program, we recommend that the
statute be changed to allow proprietary school students to use their
college work study funds for student service related jobs on
campus.

This change would make the treatment of students attending
proprietary schools, and students attending nonprofit and tradi-
tional institutions more consistent.

Students attending proprietary institutions could benefit by the
use of college work study funds, for many student service-related
activities including the student aid office, the career counseling
office, the student activities office, and for tutoring students with
academic proolems.

Nonprofit institutions currently use approximately 85 percent of
their college work study funds for jobs on campus. We urge that
this inequity be eliminated.

On the State Student Incentive Grant Program, we recommend
that the statute be changed to deny the Federal matching State-
student incentive grant payments to any State which discriminates
against students based on their choice of school.

In spite of the equality provided in most of the other title IV stu-
dent aid programs, the discretion given to the States in the SSIG
Program discriminates against many students attending proprie-
tary schools.

For example, many States do not allow State grants to be given
to proprietary school students. In many States grants are only pro-
vided to students attending nonprofit institutions or studying for a
degree.

In my home State, students who attend any tax-supported school
may receive a State scholarship which contains Federal SSIG
funds. Students attending a proprietary institution, no matter how
needy or qualified, may not receive a State scholarship. The cur-
rent Federal law allows States which do not give any of their SSIG
funds to proprietary students, nonetheless, to include those stu-
dents in C:e count of their postsecondary students for the alloca-
tion of SSIG funds.

In other words, their students are counted in those States even
though no awards are given to them. It is unfair and inconsistent
for a State to deny grants to proprietary students but still count
them for the allocation formula purposes.

438



On the campu*baeed allocation formula, we recommend that the
'Astute be changed to eliminate apportionment of funds to States.

Instead, we recommend that fiind,s be allowed directly to educe
tional institutions based upon the demonstrated financial need of
students attending those institutions.

This analysis should be performed annually, rather than locking
in a school's Ilinding through a system of conditional guarantees.

It would be beet to phase in the change of apportionment from
States to institution* over a reasonable period of time. The present
system tends to reward ochools and not students. Students in
schools in all sectors with substantial growth are unable to receive
adequate fianding,

In summary I wish to reiterate that all of the above recommen
dations are desjined to eliminate inequities which prevent students
attending NA1TS schools from properly participating in certain
federally sponsored programs. We Inlieve these students should not
be diecriminated against because of the school they attend.

I would like to thank you, Mr. Chairman, for this opportunity to
present our views on how the campus State aid programs and the
grant aid allotment formulas could be improved to remove discrim.
ination against students attending our institutions,

would be glad to respond to any questions that you, or other
members of the subcommittee may have about these points, and
also about the Pell Grant Program.

[The prepared statement of Mr. Vignone and responses to ques-
tions submitted by Senator Hatch follow:I
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Mt. Chairman. Members of the Saboommittee. I appreciate the

opportunity to present the views of the National Association of Trade

and Technical Schools (NATTS) canmerning the campus-based aid

programs and the grant allotment formulas as they affect students

attending our sdhools.

I am Andrew G. Vignola, Vice President and Director Of Financial Ald

at Detroit Engineering Institute (DEM). ln addition, I have been

active in various state and national organizations representing student

financial aid issues. Currently, I am a member of the National

Association of Student Financial Aid Administrators (MAMA)

Committee on Need Analysis Standards. I am also a member of the

EXecutive Council for the Midwest Association of Student Financial Aid

Adainiotrators.

THE NATICIaL ASSCCIATICti OF TRADE AND TSCHNIML SCHCOLS

The National Associatio. of Trade and Technical Sehools (UTS) is an

association of 835 accredited private postsecondary omcupational

schools and branch campuses. Our sChools are job-oriented and

dedicated to serving training needs of students and employers. Over

100 training programs are available in our sdhools whiCh are located

throughout the country. There are an estimated 250,000 students
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representing a broad range of income and racial backgrounds enrolled

in these institutions.

Our schools are oriented to the market demand, sensitive to society's

demand for career-related training, and are knowledgeable of how

shifts in the labor force are affecting particular occupations.

*Rands-on" training, frequent starting dates for rapid access, an

accelerated pace of training, flexible teaching schedules,

work-related atmosphere, and a heavy emphasis on job placement are

all innovations introduced by occupational schools to serve the

training needs of business and industry.

PROFILE OF STUDENTS

In order to give you a profile of students attending occupational

schools, ue would like to refer to a 1983 study conducted by the

National Cannission on Student Financial Assistance entitled,

Proprietary Vocational Schosl and Federal Student Aid: Opportunities

for the Disadvantaged.

The national study was significant because it was the first attempt to

provide data on the characteristics of proprietary students receiving

financial aid and the packages of student aid received by those

students. Let us highlight a few of the basic points of the report:

Over half to nearly two-thirds of the students at

proprietary schools applied for financial assistance.
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The proprietary sector is providing financial assistance to

individuals with an average age of 25.

54% of those receiving financial assistance are from minority

grouPs

56% of those receiving financial assistance come from family

incomes under $6,000.

Proprietary sdhools serve a greater proportion of independent

or self-supporting students; 54% of those receiving aid at

proprietary sdhools do not have any parental support.

Detroit Engineering Institute currently has 475 full-time students. Of

this total, 75% receive some form of Title TV aid. In addition, 95%

of the students work while attending sdhool.

Tbe programs offered at DEI include: Mechanical and Design

Engineering Technology; Air Conditioning; Refrigeration and Heating

Servicing. The programs range in length from 15 to 27 months.
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STATEMENr OF PURPOSE

Our purpose in testifying this afternoon is to point out inequities

that currently exist in certain aspects of the campus-based

programs. These inequities have the effect of limiting opportunities

for same individuals to acquire the skills necessary to obtain steady

and prodUctive employment. Our recommendations are designed to

eliminate the barriers which now prevent students who attend WATTS

schools from participating fully in many federally-sponsored programs.

COLLEGE MEC-M[0Y

RazoteNDATIaq

We recommend that the statute be dhanged to allow proprietary sdhool

students to use their college work-study funds for student

service-related jobs on campus.

RATIOME FUR CHANGE

This change would eliminate the last lAmmaining distinction that exists

in the Title IV legislation between students attending proprietary

schools and students attending non-profit institutions. Students

attending proprietary institutions could benefit by the use of college
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work-study funds for many student service related activities,

including the student aid office, the career counseling office, the

student activities office, and for tutoring students with academic

problems. NOn-profit institutions currently use 85% of their college

work-study for jdbs on campus.

The traditional concept of the College Wbrk-Study Program is one of a

student aid program and not a work program per se. Congress made a

conscious decision in the 1980 Educational AmendMents not to relate the

type of work done by a student in the College Wbrk-Study Program to

the academic coursework that the student VAIS taking; rather, this

connection was to be achieved by the Cooperative Education Program

(Title VIII). The value of relating financial aid directly to work

has been recognized by the increased amounts appropriated for College

Work Study.

Met WATTS students are commuter students attending classes five hours

each day, and, therefore, =muting to and working on an off-campus

job can be extremely difficult. Thus, in the many cases in which a

student cannot be paaced in a non-profit organization and is

precluded fnxnwork at his own school, he or she is effectively

precluded from participating in the work-study program.

We urge that this inequity be eliminated..
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STATE =Dm ihrwrivE GRAMS

We reaanmend that the statute be changed to deny the Federal matching

State Student Incentive Grant payments to any state which discrbninates

against students based on their choice of school.

RATIONALE FOR MANGE

In gpite of the equality provided in most of the other Title IV

student aid programs, the discretion given to the states in the SSIG

program discriminates against many students attending proprietary

sahools. For example, only a handful of states allow state grants to

be given to proprietary sdhool students. In many states, because of

state constitutions or statutes, limited funds or other restrictions,

grants are only provided to students attending nop-profit

institutions or stadying for a degree.

In Michigan, students who attend any tax-supported school may receive

a State Scholarship, which contains Fdderal SSIG funds. Students

attending a proprietary institution, no matter how needy or

intelligent, may not receive a State Scholardhip. In my
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institution, this means that a student attending a program three

academic years in length may not receive a Scholarship, but his

neighbor who attends a program at the local community college (2 years

in length) may.

The current federal law allows states which do not give any of their

SSIG funds to proprietary students nonetheless to include those

students in the count of their postsecondary students for the

allocation of state student incentive grant funds. In other words, our

students are counted in those states even though no awards are given to

them. Again, there is no incentive in the federal law to entice states

to open all their state grant programs to proprietary students.

Mbreover, there is no disincentive for not making them eligible.

This is another area where the barriers must be removed so that all

students may participate equitably in the SSIG program. It is unfair

and inconsistent for a state to deny grants to proprietary students,

but still count them for the allocation formula purpOses.

CAMPUS-BASED ALLOCATION FORMULA

RECQVIENDA.TICN

We recommend that the statute be changed to eliminate apportionment of

'funds to states. Instead, we recommend that funds be allocated

directly to educational institutions based upon the demonstrated

447



442

financial need of students attending those institutions. This

analysis dhould be performed annually, rather than "locking in" a

sdhool's funding through a system of Cbnditional GUarantees. It wcmld

be best to phase-in the dhange of apportionment from states to

institutions over a reasonable period of time.

RATIONALE FOR CHANGE

Under current law, funds are allocated to institutions based upon the

nuMber of students in each state. WO feel that this apportionment

should be eliminated, so that the differences in economic strength of

students in different states can be recognized.

When the funding system was first developed, the present two-step

procedure was necessary for control purposes as regional panels might

employ different standards in approving fUnds to sdhools. /f Region A

was generous, where Region B was strict, a national allocation system

would penalize students in Region B. Under the current system,

however, an institution's aggregate need is determined Objectively

through a formula so that the state allocation apportionment is no

longer necessary and can even distort the funding to students in

certain states.

WO also feel that Cbngress should eliminate the system of Conditional

GUarantees ufiereby funds are allocated to institutions based primarily
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upon the amounts spent by schools during a fixed year (1979-80 for

SEOG and C011ege Work-Study, and 1980-81 for NDSL.) Only a limited

arcunt of funds, commonly called fair Share dollars, are available for

distribution to sohools based upon demonstrated need. The needs of

students in many NATTS schools have Changed sUbstantially from the

1979-80 period, because of growth in enrollment or changes in the

economic situation of the individUals. This observation is

corroborated by the fact that proprietary sohools' total Share of

allocations is higher than their Share of COnditional GUarantees,

thereby indicating that their demonstrated need is greater than their

fixed funding level.

Another problem which must be remedied is that under the current

system, even if a school receives fair Share dollars and fully utilizes

them, there is little assurance that they will maintain that funding

level in future years. Therefore, we feel that an annual analysis of

need is more equitable.

MCGRAW AttilINISTRATICN

RECCOMNDATION

We recommend that the statute be changed to allow greater flexibility

to transfer funds between the Supplemental Education Opportunity Grant,

College Wbrk-Study and National Direct Student Loan Programs.

449
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RATICME FOR MANGE

CUrrently, institutions can transfer funds between the SEOG and CWS

programs. Since NDSL and CWS are considered self-help programs,

the law should provide for similar authority with NDSL. Giving the

institutions greater transfer authority would enhance the ability of

the institutions to better meet the specific needs of their students.

NATTONAL DIRECT STUDENT LOANS (WL)

RSCOMMENLINTICN

We recommend that the statute'be amended to include a provision whiCh

would waive the default standard for new capital contribution

eligibility if the institution dhows a significant improvement (25% or

greater) in decreasing defaults over the previous year.

RATIMLE FOR CHANGE

Sudh an incentive was included previously in regulations put forth by

the Department of Education, but was later removed. This incentive had

a very positive effect on encouraging institutions to take measures to

decrease their NDSL default rates.
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SUINIWY

We wish to reiterate that all of the above recommemdations are designed

to eliminate inequities which prevent students attending WATTS schools

from properly participating i certain federally-sponsored programs.

We believe that a student should not be discriminated against because

of the sdhool he or She chooses to attend.

Mt. Chairman, I thank you for this opportunity to present our views on

how the campus-based aid programs and the grant aid allotment

formulas could be improved to remove discrimination against students

attending our institutions. I will attempt to respond to any questions

that you or other members of the Subcommittee may have about the points

I have raised.

4 51
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9/16/85

Questions from Senator Hatch to all witnesses at Higher EducatioL Reauthorization
hearings:

Please give me your thoughts, as you choose, on any or all of the following
problems:

1) the proper division of responsibility between student, parents or other
family, ed'acational institution, the private sector, and government in
financing post-secondary education;

2) the proper balance between loans, grants, and work in financial aid packages
in order to ensure a student's maximization of his education;

3) whether or not more resources for financial aid should be channeled to
institutions for disbursement through them to students and why; and

11) whether or not, and how, greater concern with a student's educational
achievement levels should be made a part of criteria for financial aid.
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Senator STAFFORD. Thank you very much. Now we will hear from
you, Mr. Orehovec.

Mr. OREHOVEC. Thank you, Mr. Chairman, members of the sub-
committee, my name is Paul Orehovec. I am associate dean of stu-
dents and director of financial aid at the College of Wooster in
Ohio.

I appreciate this opportunity to discuss recommendations for re-
authorizing the Pell Grant Program. I have already submitted to
you in written testimony several recommendations which I believe
will enhance the Pell Grant Program.

At this time, however, I would like to focus my remarks on one
of the vital points, delivering Pell grant funds to students.

On January 7, 1934, a high school student who I will call Mike,
completed his financial aid form, a need analysis application docu-
ment used to apply for institutional and Federal title IV funds, in-
cluding Pell grant.

Like so many high school seniors, Mike had aspirations and
dreams which included a college education. His largest single prob-
lem was financing. Mike has one parent and a sister who would
also be attending college, and his mother's income was under
$15,000.

On March 3 of that year the College of Wooster sent an initial
aid award to Mike which included work study, recommended guar-
antee student loan, a College of Wooster grant, and an estimated
Pell grant. Mike was instructed to send the student aid report, the
award notification document provided by the Pell grant central
processor to the College of Wooster, so that an exact amount of the
award could be determined.

On July 17 we received Mike's student aid report. The report re-
ceived was a corrected copy. Changes were made through the cen-
tral processor.

On August 2 our staff informed Mike that two more corrections
were necessary. This was discovered in the college's self-initiated
verification process. Mike was instructed to make the appropriate
changes and return that student aid report to the central proces-
sor.

On September 18, Mike took advantage of the College of Woos-
ter's entrance interview process. At that time one of our staff met
individually with Mike to determine if, (1), he understood the aid
process, and (2), if he was having any particular problems.

At that meeting Mike explained that the student aid report was
returned to the central processor for corrections. On September 20,
we received a corrected student aid report from Mike's mother. At
this time it came back as a validation case.

Federal validation procedures necessitated our writing a letter to
the student noting a small discrepancy in the summer earnings
question. Mike was once again instructed to make the correction
and forward it back to the central processor.

On January 2, we reminded Mike that we had not yet received a
valid student aid report. On February 28, 1985, we received the cor-
rected student aid report from Mike's family, and on March 14,
1985 we finalized Mike's Pell grant, and he received his funds.

For Mike it was a relief. lie could now concentrate on his stud-
ies, or could he? I forgot to mention that on January 24, 1985, Mike
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had completed the need analysis application document for the
1985-86 academic year. In effect, his 1984-85 Pell grant was final-
ized 1 month and 18 days after applying for the following year's
aid.

The entire Pell grant process for this student took 1 year, 2
months, and 7 days. It required a total of five student aid reports
which means five trips through the central processor.

One could certainly raise the question of who was at fault in this
long processthe student, the college, or the Government?

Each party probably needs to take some responsibility in the
delays that took place. However, I believe that Mike fell victim to
the system. The Pell grant central processing system just does not
work very well. Mike isn't alone. Seventy percent of our Pell grant
recipients needed to return the student aid report to the central
processor.

We had students who needed to go through the central processor
as many as seven times. The average was 2.4. If this system could
be decentralized, as recommended in my written testimony, the
process could be stepped up considerably. Mike could have had his
Pell grant in the summer.

In 1985-86, 90 percent of our students have yet to have their Pell
grants finalized as of the second week of classes.

With the exception of some switching between funds, Mike had
his other grant funds finalized in the summer prior to the begin-
ning of classes.

His guaranteed student loan was processed in that summer. In
closing, let me note, Mr. Chairman, that the fundamental purposes
of the program are sound, as I have noted in my written testimony,
and it has clearly benefited millions of our Nation's citizens.

However, I firmly believe that it can be administered in a much
more efficient manner, which in time, will benefit all parties, espe-
cially the students we serve.

Again, thank you for this opportunity and I will be happy to
answer questions later.

[The prepared statement of Mr. Orehovec and responses to ques-
tions suumitted by Senators Weicker and Hatch follow]
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Mr. Chairman, Members of the Subcommittee, my name is Paul M. Orehovec. I am .sociate

Dean of Students/Diroctor of Financial Aid at The College of Wooster, Wooster,

The College of Wooster is private, liberal arts college of 1700 students. T appreciate

this opportunity to appear before you to discuss recommendations for reauthorizing the

Pell Grant Program.

Since its inception in the Education Amendments of 1972. the Pell Grant Program, formerly

known as the Basic Educational Opportunity Grant Program, has provided some twenty-five

million awards to financially needy students enrolled in eligible institutions of post-

secondary education. At Wooster, where 552 of the student body demonstrates financial

need, 232 students received the Pell Grant this past year.

A. originally conceived, the Pell Grant Program was hailed as a national entitlement

program primarily directed to students from low-income families. The program was

designed to provide each qualified student with reasonable access to the approved post-

secondary educational institution the person selected by giving him or her a grant, not

to exceed 502 of the student's defined cost of attendance. The Pell Grant was to be

"floor" upon which all other forms of aid, regardless of the source, would be added.

The grants were also to be "portable" in that a recipient could take the award to any

approved school and be assured that it would be honored.

The program, at least in its initial conception, was also to be administered almost

entirely by the Federal government. Institutions themselves were to have little adminis-

trative responsibility and virtually no discretion in determining eligibility, or the

amount of the award. Rather, the student's eligibility was to be determined by a Federal

processor and the amount of the award by a payment schedule developed annually by the

Education Department. The payment schedule was based on a set of family contribution

schedules approved by Congress, which in turn produced an eligibility index for each
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student that could be used to determine the student's grant based on the selected

school's defined cost of attendance.

The intent, therefore, was for the program to be a total Federal-student partnership

with institutions only playing a minor, coordinating role. In the first year, since

the program was going to be "limited partnership," institutions were not initially

involved. In fact, the limited partnership was designed in such a way that the Federal

government was to provide the applications only to high schools. This presented no

problem since the program was being limited to incoming freshmen. The applications,

however, arrived at the high schools in August for the close that graduated the previous

June. Thus began institutional involvement in much more expanded partnership. Some

of the current institutional requirements are shown as Appendix A.

Looking back today, twelve years after the program became operational, we can say without

any hesitation that most of the purposes of the Pell Grant Program have been achieved.

While the program has been modified in recent years to include students from moderate

and middle-income families, program statistics clearly show that three fourths of the

Pell Grant recipients nationally have family incomes of $15,000 or less. The portability

feature along with the half cost provision have provided hundreds of thousands of students

with degree of choice in selecting a postsecondary education best suited to their

academic needs. Although there are some who would claim that the Federal government can-

not be involved with college choice, we at Wooster thank this subcommittee end the entire

Congress for historically recognising the distinctive differences in educational oppor-

tunities and ensuring a pluralistic feature to education in our great nation.

The "floor" concept helped provide a foundation upon which other loan, work, or grant

aaa i s tance could be added, thus helping to ensure more reasonable financial aid packages

for millions of needy students. But in spite of these many virtues, the program still

has a nueber of aspects that make it overly complex, inefficient, administratively costly
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and unnec sssss ily burdensome.

From the program's origin, it was establiahed that in order to receive payment of an

award, the student was to p eeeee t to the inatitution an official notice of his or her

eligibility, as determined by the Department of Education; thus the Student Aid Repori

(SAM, the output document printed by the Federal government's central processor and

sent directly to the student became both an sward notification and a payment voucher.

In the early days of the program, Education Department officials felt that to ensure

the entitlement and portability nature of the program, the BAR had to serve both functions.

While there certainly WWI some logic in this approach, the fact is the BAR has never

really fulfilled either of ito intended functions well.

While some will argue 'hat the BAR serves as an eeeee tial notification device to the

student, in fact it only partially fulfills this purpose, since it does not inform the

individual student of his or her award amount. Rather the BAR only tells students whether

or not they are eligible for a Pell Grant. Given the differences in the costs of attendance

at various schools and the percentage of cost limitations contained in the program, the

Department can not determine in advance the expected amount of a student's Pell Grant

award. Because the Department is not certain of the school the student will attend, nor

does it know the student's enrollment status (full-time, three-quartur time, or half time)

the SAR serves a limited function as an eligibility notice. In fact, the student does not

know his or her actual Pell Grant award amount for the year until he or she receives an

award letter from the institution. This is complicated further by the fact that virtually

every Pell Grant recipient at The College of Wooster has st least two other forma of

financial eee i s tante. Therefore, it is the institutional aid award that gives the student

the most accurate ide. of what total aid will be for the year. This is not to aay the

SAR does not have some value as an award notification document, and may provide an

individual student wiih an approximate award amount, but it certainly differs from the

community's idea of an "award notification document" that actually lists the specific
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type(s) and smount(s) of &id student will receive. In fact, the wording on the SAR

sometimes confuses students by leading them to believe they will not be eligible for

any form of financial mid, thus in some cases causing them to give up on completing

the application process.

Originally, the SAR, in its payment voucher function, was conceived se a reporting do.u-

sent used to confirm the student's actual enrollment and cost of attendance st the

selected school. While the process of submitting SARs to the Education Department fur

this purpose vss envisioned as the meads by which institutions would obtain funds for

payments to eligible students on timely basis, this procedure has rarely worked effici-

ently or effectively. The Department has provided institutions sn allocation for Pell

Grant payments to students based in part on funds expended in the prior year. This

initial allocation, sent to institutions at the beginning of the sward period in July,

for years could only be inc aaaaa d with the submission of individual Student Aid Reports

on s quarterly basis. While a provision did exist for the submission of sn ad hoc report

designed to allow institutions to request funding between quarterly reports, the process-

ing of such reports was equally inefficient. In fact for several years, institutions

were only granted the use of one such ad hoc report annually.

Problems in the delivery of Pell Grant funds to students resulted primarily from the

Education Department's inability to provide quick turnaround of funds based on SARs

submitted, and provided little or no recourse for institutions and eligible students

whose SARs were -- for variety of reasons -- not ready for submission to the Department.

For example, the initial allocation to institutions was generally sufficient for dis-

bursements to students in the first term, but rarely provided enough funds for disburse-

ments in subsequent terms. Institutions whose enrollment patterns are not typical often

enroll significant numbers of students after initial authorisation levels have already

been depleted. Students undergoing validsticm or corrections to original data could not
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have their SARI submitted until those proc sssss were completed. These circumstances

have not enabled institutions to ubmit all the SARs to the Department in a time-frame

that would allow the Department to then inc eeeee the institution's authorization of

funds.

Therefore, institutions have often had to advance their own funds to students and wait

to be reimbursed by the Department. In many cases, this payment delay resulted in

institutions being forced to borrow from commercial lenders or use other institutional

funds to pay these eligible students. This process was complicated in several years

by the Department's failure to provide timely administrative procedures and payment

schedules to institutions.

Another process that causes delays is that any changes or corrections to data on the

SAR, including data which do not affect eligibility such as address, changes, have

alwsys had to be sent back through the Federal government'. Pell Grant processor thus

slowing down the disbursement of funds to needy students. Even after the institution

had the correct information, it had to wait for the corrected SAR to wind its way through

the Department's corrections cycle with the central processor before payment could be

made to the student because regulations do not allow the payment of Pell Grant without

a valid SAA.

The College of Wooster is residential campus. The processing problem is increased

because the revised SAR is sent to the home address while the student is living on campus.

If there is no one at home paying particular attention to the student's mail, the SAR

will be delayed even further. Add to this dilemma the fact that some of our American

students live abroad and you have the making of a cumbersome and predictably slow system.

Add to this even further the fact that some students attend only one semester and must

complete all proc sssss in a relatively short amount of time and you have a disastrous

situation for students. All of this frustration is generated for a program that represents
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approximately four percent of the total need hap,' ,ollara thst were pack:Itted for

students at The College of Wooster this past ye..1. xv lts"f will assure you that m

significantly disproportionate amount of admii.istrati-. to's, is spent Administering the

Pell Grant Program. All of this means less tins' devoted to adv:eing students and daree.s.

In 4n effort to untangle and uncomplicate this ineffiriew: dc'iv0cy eveteM, the Depar ment,

beginning vith the I984-85 academic year, instituted a new Pelt ,:rant delivery system.

Again the procees was predicated upon the use of a aingle Federq Pell Grant proceesor with

the emphasis on the informational needs of the Department rathei than upon providing timely

information and service to students and institutions.

It is eitar that the intent once again was to make the process nor responsive for the

Department and not necesearily for students and institutions. %WI the Department

contended this wee not the case and aesured institution. the new totstem would be more

reeponsive. To date thie has not occurred as evidenced by the fact that as of the econd

full week of el sssss at The College of Wooster, approximately 90 percInt tl those students

projected to receive a Pell Grant have yet to have their funds credited 0, their account.

In an effort to achieve mare stable Pell Grant delivery system, the Pell Grant central

processor should be eliminated. The Pell Grant central proceesing and delivery system has

been criticized as being complex, burdened with unnecessary paperwork, frought .ith delay.,

ani administrativly costly. While the basic program structure is aound, and the entitle-

ment and portability features have enabled countiesa tudents to obtain 4 postseconiary

education, the Pell Grant delivery system haa been unnecessarily costly, inefficient, less

timely, and far less responsive than the systems provided by the private eector or those

used by institution. for the delivery of campus-batted, state, and institutional dollars.

While pell Grant applicant data must be procesaed by the Department's central Pell Grant

processor to generate a SAR, eighty-five percent ft= of the applications are submitted
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to the central processor by approved private sector, Multiple Data Entry processors. In

addition, on their own output documents, these Multiple Data Entry processors print the

same Pell Grant Aid Index printed by the government's central processor. This gives

institutions the ability to calculate an estimated Pel) Grant and notify the student

of the various aid amounts in the aid package without having to wsit for the Fedi:A.11

government to process the SAR. Given the capability of the Multiple Data Entry proceksors

to calculate tha Pell Grant Aid Index, and the costs associated with maintaining a separate

government processor, it seems only reasonable to decentralize the Pell Grant program.

There sre some who estimate the Department's total annual expenditure for administering

the Pell Grant system between f20 and $25 million per year. Given the magnitude of these

costs the Department has attempted to initiate changes that would ceduce expenses. Un-

fortunately, most of the cut-backs to date have been in the fotm of reduced services to

atudents, institutions and agencies. To illustrate this point, I have included as Appendix 8

of my testimony copy of a "Dear Colleague" letter, which was sent to institutions in

March of 1982, outlining the type of services that has been curtailed. The elimination of

these so called "courtesy" services has enabled the Department to save some minimal amount

of dollars, but we know that their demise has also imposed additional hardships upon

students, reduced basic services, and eroded the effectiveness of the program.

Therefore, I believe the time has come to seriously reconsider the current system design

and fold it back into the other ongoing 'elivery systems utilized for all the other student

aid programs. While significant costs will still be incurred, the overall costs to the

Department could probably be reduced by at least 402. Perhaps then we would have the needed

resources to begin serving the needs of the students.

In addition to other procedures required for paracipation in the Pell Grant Program, the

verification of family reported data has been An integral part of the administration of

the program for many years. The financial aid community has long been aware of the critical

relationship bet-een the accuracy of family-reported information and equity and fairness in
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the allocation of limited resources co eligible students. The College of Wqoater started

requsstins tax returns of all aid recipients several years av:i.

While we have always encoursged and supported the concept of verification, we have long

been concerned about the procedures imposed by the Department. The Department's require-

ments, by and large, have resulted from atuaies conducted to identify "error" in the

program. Rather then providing the stimulus for informed and creative dialogLe on

improving the program, these so called Quality Control Studiea and the resulting cor-

rective actions have instead raised f,ndamental questions of interp ion and motive.

By the Department's own admission, the purposes of the moat recent Quality Control Study

were to: 1) Identify program-wide error 44444 and determine types and probable causes

of error; 2) Propoae corrective actions to further reduce program error; and 3) Measure

changes in program error over time including the impact of increased validation activity

of 1982-83. Clearly absent from the goals and purposes of the study was the ssssss ment

of timely and efficient delivery of the aid to needy students, effective program opera-

tions and analysis of admini sssss ive burdens on inatitutions.

The primary problems may be noted with the type of h conducted in these Quality

Control Studies. First, so much information is collected that one can say almost anything

and find data to aupport the
. The Department has chosen to emphasise the follow-

ing findings:

6 out of 10 recipients received incorrect awards

11.72 (300,000 students) should not have been given grant

The absolute case error in the Pell Grant Program was $650 million in 1982-83

Personnel within the Admin have also publically cited these errors as evidence

of fraud and abuse within the Pell Grant Program, and budget documents prepared by

0141 include nts such WC
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"Tighter application validatkon in pell Program, as recommended by the

Grace Commission, would reduce the abuse documented in three nationwide

surveys."

Unfortunately, this kind of misstatement of the findings does little to encourage

constructive cooperation between the aid community and the Department to work to

resolve systematic deficiencies inherent in the design and operation of the program.

Clearly the studies show that there is error, but they provide no evidence that there

is intentional fraud or abuse on the part of institutions or students.

On the other hand, findings in the Study less publicised by the Department are:

Net ins.itutional error decreased from 1981 to 1983 by 498 and was only

4% in 1983

85% of dependent student cases showed reported adjusted gross income amounts

within $2.00 of the actual or "best" value amount and 902 were within allowable

verification tolerance levels.

Nearly 95% of all students reported their dependent/independent status

correctly

The second basic problem with this type of study is that despite the statistical ex

pertise of the design and th, scientific and analytical approach to oras,,ring validity,

the exercise is heavily dependcnt upon and affected by subjective judgment. The most

critical example of this is in the definition of error.

In the definition of "case errar," five out of five factors to determine error are

based on the contractor's "best value" npinion of a particular item. Thetis, a case

error is theoretically determined by subtracting from the actual disbursement of a
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Pell Grant the adjusted expected disbur-ement as computed by the best value judyment

for certain elemenrs. The abmolute case error resulting from such "best value" judg-

ments is the astounding and much heralded S650 million figure.

The question is, however, does th's method accurately reflect program error and thus

justify the means by which the Department proposes to correct the error (increased

validation/verification), or eoes it create an artificial measure of error for the sake

of the Quality Control Study itself? If in the contractor's view, something other than

"belt value" for one of the key award element. was ueed, an "error" occurred. The

Executive Summary ro the Study states, "One additional point should be considered in

interpreting the findings. Estimates of error are based un data collected during the

spring. There is the possibility that institutions will correct some errors during the

normal end of the year self-correction process," Given this stccement, it must be

assumed that no follow-up was conducted to determine whether these errors were in fact

eliminated in the normal process.

Severei enamples of questionable "error" should be noted. The cost of attendance

component can be used as one such enample. The Study states:

"We have used best values for the complete academic year in deterMining

cost of attendance and enrollment errors. There is, however, nothing in the

cwrr,nt regulations requiring continued monitoring of cost of attendance and

enro.lment status by the institutions as long as their initial figures were

reasonable at the time the enpected disbursement was determined. We are using

the approach indicated because it is the only way to arrive at uniform and

consistent estimates of error, even though some part of each error may not

result in institutional liability."
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the error rate in the Tell Grant program, then 6,21 million (the institutional error portion

of the 6650 million total hsolute error see adequately eccounted for.

A key fact, fundamental to the student aid process and to the Study itself, is timing.

lt is important to keep in mind cilia student aid application. ere completed

months prior to the time the student actually enroll.. 7he fact that the Quality Control

Study looks at applicant dote recorded on the initial application and comperes it to

"beet value" date, current at the time of the study (perhaps es much as e year halving

elapsed) raises further questioue about how error is con 00000 d. For example, at the

ChM of application an epplicent's household eta. say have been 5; et the time of the

Quality Control Study, for a variety of reasons, the femily's household fit. may be

4 or 6. Similarly, the application item which reti he number in postsecondary

education is cow of the more problematic of these questions since the response is

truly a function of timing. For example, a student indicates on her application filed

in February that both she end her brother will be enrolled in postsecondary education

in the following year. !loth enroll in September, but the brother uithdraws after the

first term in December. The Quality Control Study is conducted in April and determines

that only one family =mbar is enrolled, thus the student's award is in error.

The irony of these examples relating to the nusber in the household and the number en.

rolled in postsecondary education is that the Department has, since the program's

inception, prohibited updating of these items once changes occur even when the insti-

tution is f the change. While this is indeed a system shortfall, one id herd .

p d to und d how this can be considered an "error" in the sense of Federal

dollars inappropriately awarded. They are awarded by the rules of a Federal system

that applies one set of rules to students and institutions and another set of rules

for Quality Control Studies. The fact that the Quslity Control Study p aaaaa up the

opportunity to make a meaningful observation about a deficiency in this Federal system

and instead choosso to categorize such Cases es "errors," which con aa i5 a te to the

468



463

-13-

$650 million total, exemplifies the arbitrary way in which error is detined and the

failure of the Quality Control effort to contribute meaningfully to program improvement.

In other cases, awards were considered to be in "error" for reasons not Justified by

regulation or current accepted practices. For example an award was considered in

error if an original of the most current SAR wan not on file -- that is, copy of the

BAR nal unacceptable. There is no regulatory reference to Justify this condition as

ain error.

The subject of validation is one which drew specific attention in this Quality Control

Study, since purpose of the h was to examine changes over time that evolved

from peat Quality Control Study efforts and corrective actions. After a review of

the various validation procedures required by the Department over the last few years,

the Study concludes that a very positive impact has been made, especially in securing

more accurate adjusted gross income levels, as result of requiring the Federal Income

Tax return Form 1040 as part of the process. The use of the 1040 as a means of verifying

cuch application elements as adjusted gross income and Fedoral taxes paid is widely

recogniced as a viable menas of insuring that student eligibility is determined on the

basis of the best information. However, the Study observes that validation has had

little impact on such aaaaa as dependency status, other nontaxable income, household

size, number in postsecondary education, and home equity. This comes as no surprise

for the following :gluons:

The 1040 is inadequate in providing comparable data to check application items

other than adjusted gross income and Federal taxes paid.

No other efficient and effective means exists for verifying the legitimacy of

the applicant's original responses to other items on the application.
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Even if expanded verification were conducted, the quention of timing remaien

a central problem. Is the family revivied on the beaus of their otatm; at

the time of application, at the tine aid is being received, or one year after

the fact?

It is in this aspect of the discussion on validation that the moet fundamental cwstions

about the itudent aid system are raised. To simplify, it may boil down to two basic

choices:

Construct an eligibility system that emphasises the collection of only data

elements that are readily verifiable. Such a system might have a zero error

rate by Quality Standards standards, but what assurances could be given that

thoae who need and deserve limited [undo are getting them?

Conatruct a aystem that toilette the best information possible in order to

guage a family's relative financial atrengtbs and weaknesses; aak questions

that, while they may be unverifiable, can provide the basis for a reasonable

nt of financial need; and accept the fact that even by the moat

arbitrarily defined error conditions, 855 of parents provide adjusted gross

income information that is accurate within $2.00 and 955 of all students

report their dependency etatus accurately.

Mr. Chairman, in addition to ny concerns over the operation of tne central processor

and the Department's validation process, there are three other changes I prop ie to

improve the Pell Grant Program.

First, in section 411(a)(i)(A), I helve recommended language to be added direc.ing the

Secretary to cdvance needed amounts of Pell Grant funds to institutions prior to the
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tart of each payment period.
This change is needed to prevent the Cecretary from

simply reimbursing institutions tfter the elig:ble students hove been peid from

institutional funds. This recommendation was prompted in part because the Secretary

promulgated final regulations on October 6, 1983, without the benefit of public

comment, which chanced the procedure fur paying institutiona.
Previoue regula:ions

hnd specified that the Secretary would advance
funds to institutions based on an

stimate of the institution's need for funds to pay Pell Grants to students. The

October 6 regulations allow the Secretary
to reimburse institutions for Pell Grant

overfly already paid to eligible students, thus
requiring many institutions to incur

major financial liability to advance payments to students who qualify for federal

dollars. The Pell Grant Program was enacted to assist
finencielly needy students in

obtaining needed resources to puraue a postsecondary education. I do not believe

that Congress intended for institutions to have
to incur financial liability to ensure

that these students receive their payments on a timely basis. I realize the Depart-

ment needs to have a system in place to ensure
that Federal funds are not casually

even to institutions on the basis of an unfounded or unreasonable institutional

request. I do however, believe that the Department of
Education is obligated to have

a process to ensure that adequate amounts of needed
funds, to the extent practical,

are readily available to institutions to make timely
advancements to eligible students.

Second, in section 411000/fAl(ii), the
statute currently requires the Cecretary to

publish, not later than January 1, 1981,
October 1, 1981, and on October 1 of each

succeedinc year, a schedule of reductiona :or Pell Grant swards to recipients enrolled

less then full-time. These dates, enacted in the 1980 Amendments and changed from the

previous date of February 1, were intended
to provide adequate lead time for estimating

student awards for the following academic year. The October 1 date was tied to the

date by which fiscal year appropriations must be det and since the Pell Grant

Program is forwalml funded, this date was thought to be reslistic. In reality, this

date hon proven not to be realistic because
the appropriation process has, in several

4 71



466

years, required the use of revolutions, thereby prohiIiitine the Secretary

from knowing the amount to be oppropriat I for 0, Pell Grant Program. Since it ih

both confusing and expensive to publish tentatioe payment schedules before :he appro-

priation i s f i n a l i z e d , I propose t' , :he date be changed.

In addition, it in equally important for the publiihed schedules to include those for

recipients enrolled full-time. I suggest February 1 as the dote by which the Secretary

must publish both the payment schedule for recipients enrolled full-time and the

schedule of reductions for recipients enrolled less than full-time. This change will

hopefully provide a more realistic date 5y which appropriations will be finalized,

and the final schedules can be published.

Thi.d, while I halve proposed to decentralize the Pell Grant Program operations, I also

believe that institutions, at their option should be alloyed to recalculate m student's

Pell Grant Student Aid Index and to make payments to students without first sending

changes back to the original processor. As previously noted, institutions are currently

prohibited from making such changes within the Pell Grant Program, even though they are

allowed to do so under the campus-based programs.

AB suah, unnecessary delays are caused which only inconvenience the institution and

the student. Most institutions have the capability of recalculating the Student Aid

/nden and would be happy to assume the responsibility in order to be able to pay the

student in a more timely manner. Further. I would propose that any changes made could

subsequently be reviewed or audited by the Department, as is the case in the other

programs. Therefore, / hcve recommended a statutory change to section 4ll(b)(3i(AI

which would allow the institutions to perform such recalculation.).

In cloning, let Denote Mr. Chairman, that I strongly believe in the Pell Grant Program

:nd that it should be adequately funded ;di) env.:re equci educations opportunity to all
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eligible students. Tho fundtmental ;uironseh of the pro,ran are sound and it clearly

ham benefited millions nf our Nation'o citizens. However, / firnly believe that it

can be administered in a much nor, cost-effective and efficient manner uhich in turn

will benefit all parties, eapecially the students we aerve.

Again, thank you for the opportunity to appear before you, and ! will be happy to

respond to any questions you ',ay have.
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Apnendix A

Each institution which participates in the Pell Grant Program is required to
conform to Department of Education ruler ond regulations regarding the
administration of the program. The f.".lowing list outlines some of the
institutional requirements.

.1. Advelltise and disseminate Pell Grant forms to students who ve potential
applicants to the Program;

2. Provide students with individialized counseling regarding the Pell Grant
Program and all phases of its operation;

3. Maintain ongoing contact with !tudents to secure their Student Aid
Reports (SARs);

4. Maintain individual student records on each individual student receiving
Pell Grant funds;

5. Check eligibility criteria on edch individual student prior to
disbursing Pell Grant funds;

6. Verify enrollment status on each indiv dual student prior to disbursing
Pell Grant funds;

7. Review student data on each individual Student Aid Report (SAR) and
counsel all students on incorrect or incomplete data prior to approving
eligibility;

8. Make individual award calculations regarding the student's status and
actual cost of attendance prior to disbursing Pell Grant funds:

9. Complete the appropriate section of each individual student's SAR or
submit computer tapes according to specified formats and forward to the
Department of Education with appropriate Progress Report (Progress
Reports submitted three times annually):

10. Coordinate and package Pell Grant funds with all other student
assistance funds:

11. Calculate appropriate refunds for the student who withdraws or changes
enrollment status during the academic period, and resubmit corrected
information via the student's SAR;

12. Maintain appropriate fiscal records for all Pell Grant recipients;

13. Prepare cumulative data on Pell Grant disbursements for the annual
FISAPP form;

14. Review all Pell Grant data and recon.:ile discrepant information.
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15. Perform validation on selected applicants, including requesting
appropriate documentation, reviewing documentation in conjunction with
the individual student's SAR, and requesting resubmission of the SAR
for corrections, if appropriate:

16. Reconcile all student payment data at the completion of each fiscal year
with.Department of Education records.

In addition to the sixteen listed steps, the 1984-85 Pell Grant Delivery
System required each institution to do the following:

1. Provide payment information on each eligible student by completing the
appropriate grids on each SAR Payment Document, using a W.. Z lead
pencil (unless the institution normally submits this information via
computer tape);

2. Submit any changes to individual students' payment informaticn using the
same process;

3. Reconcile each group of SAR Payment Documents upon return from the
Department of Education.

A -
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APPENDIX B

UNITED STATES DEPARTMFNT OF EDUCATION
OFFICE OF THE ASSISTANT SECRETARY FOR POSTSECONDARY EDUCATION

STUDENT
FINANCIALASSMTANCE

PROORAMs

7 APR 1982

Dear Collsagusi

On Hatch 17 we began the 1911243 Pell Grant processing cycle. W will
again be striving to provide students and the financial aid community the
information and services needed to oparete the Pell Grant program. We must
advise you, however, that because of severe budget constraints, the Department
is making several changes to the current processing system which will reduce
some services previously provided to students, institution., and state agencies.

The DePartment is taking these actions because of the absolute necessity
to maintain fiscal restraints on cost growth in our contract activities. De-
termining which services could be eliminated and/or curtailed has been diffi-
cult. In many inatances, the changes which are described in more detail below
involve modifying a current procedure to make it more efficient, such as
sending rosters only to institutions which have requested them, or eliminating
certain *courtesy" services, such as returning extraneous materials which
students frequently include with their applications rather than simply dis-
posing of them at the p ing center. Specifically, the changes to be
made are in the following areas!'

extended turnaround time
telephone service
sixty-day reminder Student Aid Report (SAR)
state agency and institution rosters
extraneous materials
postage on return postcards

Extended turnansund tins. During the late spring and early summer of each
PrOceasing GYGler the volume of applications and corrections to be proc eeeee
is much higher than any othet time of year. In order to reach contractually
mandated turnaround times, th. contractor has had to hire additional staff
and/or pay overtime wages, resulting in significant government incurred
expenses. IA an effort to avoid these costs, the Department bag modified
the contract requirements in order to maintain a "steady state" level of
effort during the processing peak. Its contractor will have longer to process
the peak volume within the contract turnaroand time specifications and will
therefore not hire additional staff or pay overtime. This may mean applicants
may experience alight delays in receiving their student hid Reports (SM.).
However, normal processing turnaround time should be achieved by mid to late
august for applications, and early September for corrections to SARs.

00 MARYLAND AVE .3 W WASHINGTON DC. 20202
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Page 2

Telephone service.. The current toll-free information service will be
eliminated and replaced by commercial service. The SOO toll-free numbers
(800/423-6932, 800/332-8671 for callers in California, and 800/423-6872
for callers in Alaska and Hawaii) will be disconnected on or about June 1,
1982. However, operators will be available at the commercial number 213/820-2800
to answer questions on application processing.

Re realise that this toll-free service has been helpfql to many students
and institutions. Indeed, our central processing contractor has answered over
1 million calls since February 1981. Nonetheless, the costs associated with
the toll-free lines make it necessary to convert to commercial lines. Ne should
note, however, that the same information services will continue to be available
except, of course, that telephone calls to our processing center will be paid
for by the caller.

Sixty daY_reminder SAR. Student Aid Reports (SAMs) will no longer automat-
ically be sent to students who have not responded to the rejected SAR which
they received sixty days earlier. Currently, these students are reminded that
they must provide additional information before an aid index can be calculated
for them.

State agency and institution rosters. The number of times which rosters will
be produced during the 1982-83 processing cycle has been reduced to 18 productions
rather than the 26 productions we have offered in the past. Information packets
will be mailed shortly to all state agencies and institutions. Each information
packet includes a rivest form to be completed by the institution or etats
agency. Rosters (paper or tape) will not be sent to state agencies or insti-
tutions which have not submitted a request form after the first four or five
scheduled productions. Formerly, all institutions automatically received paper
rosters. Obviously, in order for us to achieve the savings which enactment
of this measure is projected to achieve, institutions and state agencies who
do not Absolutely require and, for that matter, make use of these products
should not request continuation of this service.

Extraneous materials. In the application idstructions, students are told
not to send additional materials with their applications. Nonetheless, approx-
imately 30 percent of the applications and corrected SAM received at the
processing contractor have some type of "extraneous" material included with
them. In the past, the contractor has returned the material to the student.
'At have instructed our processing contractor to shred any material not used
to process the form. Only documents used in making a judgment related to
processing will be kept. No documents will be returned to the student.

Posture on return postcards. In the past; the contractor put postage on
return postcards sent by students with their applications, although students are
instructed to affix a stamp on the postcard before enclosing it with their
application. From the time of this modificationsin our procedures, those.who
include the postcard without the stamp will not have the postcard returned
to them.
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Pane]

We are ura we can count on your upport in our efforts to save tax dollars
in the operation of the Pell Grant processing center.

478

Sincerely,

ktiew
Edward R. Alasndcrf

Deputy Assistant Secretary for
Student Financial Assistance

dbLOIAlo
W. Moore

Di actor, Student Financial
Assiotance Programs
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APPENDIX C

PROGRAM: Pell

SECTION: 41(t(a)(1)(4)

CURRENT STATUTE:

Section 411. (a)(1)(A) The Secretary shall, during the period beginning July 1,
1972, and ending September 30, 1985, pay to each eligible student (defined in accordance
with section 484) for each academic year during which that student is in attendance
at an institution of higher education, as an undergraduate, a basic grant in the amount
for which that student ia eligible, as determined pursuant to paragraph (2).

SUGGESTED AMENDMENT:

Section 41l(a)(l)(4) The Secretary shall, during the perind beginning July 1, 1972,
and ending September 30, 1991, advance to each eligible institution such sums as may be
necessary to pay to each eligible student (defined in accordance with section 484) for
each academic year during which that student is in attendance at an institution of
higher education, as an undergraduate, a basic grant in the amount for which that student
is eligible, as determined pursuant to paragraph (2). Such sums shall be advanced to
eligible institutions prior to the start of each payment period and shall be based on
an amount requested by thl institution needed to pay eligible students. Nothing in
this section shall be interpreted to prohibit the Secretary from paying directly to stu-
dents an amount for which they are eligible, in such cases where the eligible institution
participates under the alternate disbursement system.
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APPENDIX D

PROGRAM: Pell

ERCTION: 411(a)(2)(A)(ii)

CURRENT STAIIIM :

(ii) In any lase where a student attends an institution of higher education on
less than a full-...ee basis during any academic year, the amount of the basic grant
to which that student is entitled shall be reduced in proportion to the degree to
which that student is not so attending on a full-time basis, in accordance with a
schedule of reductions established by the Secretary for the purposes of this division.
Such schedule of reductions shall be established by regulation and published in the
Federal Register not Later than January L, 1981, October 1, 1981, and on October 1 of
such succeeding year.

SUGGESTED AMBNINGUIT:

(it) In any case where a student attends an institution of higher education
on less than a full-time basis during any academic year, the amount of the basic grant
to which that student is entitled shall be reduced in proportion to the degree to
which that student iS not so attending on a full-time basis, in accordance with a
schedul . of reductions established by the Secretary for the purposes of this division.
Such schedule of reductions shall be established by regulation and published, with the
e......hedult of payments for a student enrolled full-time, in Cle Federal Register not
Later than February 1, l9JO, ane on February 1 of each succeeding year.
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APPENDIX E

PROGRAM: Pell

411(b)(3)(A)

amitorr STATUS'S:

(3)(A) Payments under this section shall be made in accordance with regulations
promulgated by the Secretary for such purpose, in such manner as will hest accomplish
the purposes of this section.

SOOMPED A111110111017:

(3)(A) Payments under this section shall be made in accordance with regulations
promulgated by the Secretary for such purpose, and the requirements of this subpart,
in such manner as will beet accomplish the purposes of this section. Such regulations
shall include a provisicn to enable an institution, at its option, to recalculate a
Pell Grant award for a student for changes in circumstances or an error in application
data that would affect that student's award eligibility. Nothing in this section shall
be interpreted to allow the Secretary to require institutions to report to the Depart-
ment of Education or its processor such changes as may result from a recalculation
or a change.

4 1
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ADDITIONAL TESTIMONY

OF

PAUL M. OREMOVEC
ASSOCIATE DEAN OF STUDENTS/
DIRECTOR OF FINANCIAL AID

THE COLLEGE OF WOOSTER
WOOSTER, OHIO

BEFORE THE

SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES
UNITED STATES SENATE
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Questions for Mr. Orehovec - from Senator Lowell Weicker

Question - If the Department of Education's Central Pell Grant Processor were
eliminated, what would your suggestions be as to how the Department
of Education could effectively monitor Pell Grant Awards?

Response - Let me start my response by admitting that I am not a systems analyst.
As such, I am probably not aware of all the ramifications of the recom-
mendation I am about to suggest. At the same time, I believe there is
merit in first developing the general concepts of an approach. Then, at
a later time, let the systems analyst inform us how the approach could
be put into action.

It seems to me that there are three primary partners that have special
needs in any system we develop. First, there is the federal government
which needs a system that can control the tax dollars that are being pro-
vided. There is a need for statistical data to determine (1) who is
receiving Pell Grant funding (information regarding characteristics of
applicants and recipients) a-d (2) how muoh is being spent (including
budget projection capabilities).

The second primary partner in the system is the studen. who needs to know
how much he/she is eligible for and a method for convement payment. The
third partner, the educational institution, needs a smooth method of pro-
cessing the paperwork and a timely disbursement process.

The model I conceptualize is one in which any approved multiple Data Entry
(11.D.E.) processor could provide a Student Aid Report including the eligi-
bility index based on data provided. Educational institutions would be
permitted to function as M.D.E. processors as well as service agencies.
There would be no central processor, but there would be a national data
bank The M.D.E. processor would forward data to the national data bank via
computerized communication. The M.D.E. processor's could use the Social Se-
curity number and the date of birth as the identification number for trans-
ferring records. This would provide initial data for the Department of
Education.

M.D.E. processors, especially individual institutions, would be permitted
to change student data on the national data bank via computer. These
changes would be based on more accurate data than the processors (especially
institutions) might have. This would ensure timely changes to the data
bank. Institutions would still be required to validate data on the Student
Aid Report. They could make corrections directly to the national data bank.

Once a Student Aid Report is completely validated, the institution could
code the student file in the national data bank and disburse Pell Grant funds.
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Observations of approach:

1. The national data bank would provide the information needed
by the Department. Because corrections would be made more
quickly, the data bank would be more accurate than the current
system. In addition, students who apply for Pell, but who
never show up for college could be located more easily.

2. Since the data bank would have more accurate information,
Department projections of expenditures might be more accurate.
In recent years, their estimates have not been very close
even with the central processor.

3. Does the Department need to review all applicants' files when
making projections? It seems to me that a good research
analyst could develop a sampling approach which would provide
accurate projections. Again, even with the central processor,
Department cost projections have not been accurate. Perhaps,
with a new approach that includes a quicker response time, the
Department's estimates could be more accurate.

4. Multiple Data Entry processors could generate a Student Aid
Report as a part of ,he receipt to filer which is currently
being provided by most agencies.

5. There should be significant cost savings to the government if
the central processor is removed and the government would no
longer be responsible for generating a Student Aid Report. Of
course there would be expense for a national data bank, but this
should be substantially less than the cost of the current system.

6. If the national data bank concept works for Pell Grants, then the
next step might be to use this communication network to gain
information on other Title IV student aid programs. This woad
improve the governments research capabilities sighificantly.
It would also sss i s t educational institutions with transfer of

student aid information and quality control.

7. Some provision would be necessary so that only the first M.D.E.
processor to report a student's data could provide "original"
Pell Grant application information on the national data bank.

I believe, with today's computer programming capabilities, this
provision could be worked out.

8. Some provision for submitting a "paper copy" of the corrected
S.A.R. would need to be retained for the smaller aid offices
which might not have the computer capabilities to communicate
with the national data bank. With changing technology, I
believe the number of schools falling into this category would
be minimal.

A very small staff at the national data bank might be established
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to accept paper-copy S.A.R.s from these institutions and
generate a revised S.A.R. For these few schools, the new
system for S.A.R. corrections would be similar to the
current system. Another approach would be for the schools
(or students) to send corrected S.A.R.s back through the
M.D.E. processor who originally generated the S.A.R.

Question What are the potential abuses of decentralization?

Response The primary area of abuse with a decentralized system is duplicate
awards to the aame student. All a student needs to do is use different
identification numbers (Social Security, date of birth, etc.) and apply
to several colleges. However, this can happen in the current system also.

I would prefer to point out areas of abuse in the current system which
this new system could prevent. The national data bank concept is the
key, along with timely correction capabilities. The individual aid office
usually has the most accurate information regarding application data
elements. Corrected information is almost instantaneous. If a prospec-
tive student is applying to three colleges and one of the colleges
ascertains that a correction is needed on the student's Pell Grant data
base, then it can make the appropriate adjustment. Because the correction
is made on the national data bank, then the other two schools are auto-
matically made aware of the change. Perhaps the correction could be
logged so that if some school needs to find out why the correction was
made, school (or M.D.E. processor) identification could be associated with
the change.

A second area of assistance could be with the transfer student. By
calling up a student's file at the national data base, accurate data
can be obtained by the school. Duplicate dates of attendance, corrected
income data, Pell disburaements and other information could assist the
college ,n its effort to maintain quality control.

Questions from Senator Hatch to all witncsses at Higher Education Reauthorization
2tmtall:

Question What is the proper dtvision of responsibility between student, parents
or other family, educational institution, the private sector, and
government in financing post-secondary education?

Response I have no specific response to thia question. However, there waa a time
when the term "partnership" was used in financial aid. There is concern
today, for my institution, that the partnership is changing. The burden
of financing a Wooster education has fallen on the shoulders of the
college and its students. Let me provide some data:
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Table dl

PACKAGED AID TO MEET DEMONSTRATED NEED

121L Comprehensive Fee Grants Loans Work

1980-81 $ 6,950 $2,874,778 $ 658,614 $ 698,525
1985-86 11,245 4,700,191 1,670,914 736,641

TAble d2

Year

PERCENT OF GRANT FUNDS NOTED IN TABLE dl BY SOURCE

Federal Title IV College of Wooster Other

1980-81 192 652 162
1985-86 112 732 162

Table dl shows that we have attempted to inc eeeee giant exp,nditures as costs have increased.
However, the ource of inc eeeee d grant assistance to needy students has been from The College
of Wooster. In 1980-81, the total funding for our needy students from Pell Grant and SEOG
amounted to 8515,109. In 1985-86, we estimate that funding from these two programs vill
aw,unt to $520,000.

I do not ee how the College can continue to increase its funding at this alarming rate.
What thin means is that students will need to take out larger loans or we will not be
able to meet the need of all our students.
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THE COLLEGE OF WOOSTER
Wooster, Ohio 44691

October II, 1985

Senator Robert T. Stafford, Chairman
Subcommittee on Education, Arts and Humanities
SD-428 Dirksen Senate Office Building
Washington, D.C. 20510

Dear Senator Stafford:

On September 12, 1985 I presented testimony regarding the Pell Grant program.
During the hearing, Senator Pell requested that I give some thought to the Pell
Grant Application Form and forward my comments to the subcommittee. I have had an
opportunity to review the current application and would like to provide the following
thoughts:

1. First of all, I believe it is important for all of us to make a
distinction between eligibility for the Pell Grant versus assessing
a student's and family's "ability to pay" for education.

2. I believe it is important to note that for many students, especially
the neediest, the Pell Grant represents only one form of financial
assistance for which application is being made.

3. I believe it is imperative to understand that some families, and often-
times the neediest, have rather simple financial backgrounds. On the
other hand, there are also needy students who have rather complicated
financial bac'grounds.

4. With the understandings of #1, #2 and #3 above, T would recommend that
we seriously consider a 3ystem which would try to accommodate all of
the different circumstances that might develop. On one hand, we need
a simplified form for the student who has a simplified economic back-
ground. Conversely, we need a more comprehensive form to take into
consideration the students that have a more complex financial background.

Additionally, we need to have a system which accommodates the student
that will be applying for a Pell Grant only, and a system that can accom-
modate the student that will be receiving not only the Pell Grant, but
other federal funds, state funds, and institutional financial assistance.

With all of this in mind, would it not be possible to consider keeping
the multiple data entry concept? This would accommodate the schools and
state systems that are also providing aaa i a tance. From the student's
standpoint, this makes the system simpler, if for no other reason than
there may only be one application for financial assistance. This appli-
cation could aaa i a t in determining what the student's financial need is
as well as outlining the student's eligibility index for various forms
of financial assistance.
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Senator Robert F. Stafford
October 11, 1985
Page 2.

Within the multiple data entry system, could we not start with a very
simple application which would be completed by families who are either
applying for the Pell Grant only or who have very simplified economic
backgrounds? This core document might consist of no more than eight
to ten data elements In effect, it would ae geared toward the family
that currently completes the 1040EZ tax return.

For the family that has a more complicated economic situation, but may
still have need for financial assistance, the core document along with
a more sophisticated application document could be required. At many
institutions, this is happening already when determining the financial
need for institutional dollars.

I trust that this concept, although not new, will provide some food for thought.
Please let me know if I can provide further information. I appreciated having the
opportunity to appear before you, and I would be more than pleased to respond to any
questions or proposals that you and your staff develop.

Paul M. Orehovec
Associate Dean of Students
Director of Financial Aid
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Senator STAFFORD. Thank you very much. Miss Dixon, we will be
glad to hear from you.

Ms. DIXON. Thank you. Mr. Chairman, Senator Pell, I thank you
for this grand opportunity to testify before you this morning.

May I introduce myself as La Verne Dixon, a sophmore student
at Prince Georges Community College. I am also a recipient of two
financial aid awards, a Pell grant and a senatorial scholarship.

I WiSh to direct your attention this morning to the Pell Grant
Program as well as share with you my personal views and experi-
ences.

For the sake of time, I will not provide any great detail of the
information, so you may refer to my written statement.

What would the United States be without education, and what
would education be without a program such as Pell grant? May we
therefore be reminded of the Higher Education Act of 1965 which
was the United States first major step toward a program for pri-
mary and secondary schools.

Its primary purpose sought to strengthen the educational re-
sources of our colleges and universities, as well as provide financial
assistance to needy students from low-income families. This Higher
Education Act included the Basic Educational Opportunity Grant,
and was renamed in 1980 by the Congress in honor of Senator Clai-
borne Pell, founder of the program.

Senator Pell, I applaud you and thank you for your dream and
your vision.

May I now give you a mild example of what it is like to be an
independent student attempting to survive without financial aid.
To be an independent student without financial aid is to live in an
apartment having little food or no food at all.

It is to have your only heat come from the oven of a cooking
stove. It is to wear one pair of shoes for 2 years, and to work a full-
time job while attending classes on a lunch hour and in the eve-
nings, immediately after work. This is a mild view.

Sacrifice is a too familiar word, especially to the independent stu-
dent who does not receive adequate financial aid. My Pell grant
award has allowed me to work 16 hours per week while taking 19
credit course hours at college.

I now have money to purchase food and to have proper shelter.
The Higher Education Act of 1965 has been a marketable posses-
sion to the United States as well as to its recipients. The Pell
Grant Program has aided people like myself to develop professional
skills and new ideas through higher education. Additionally, the
program can be considered as the masters and Ph.D. of education,
in that one can relate to education in a more serious-minded
manner. One can objectively stand back and survey past experi-
ences and accomplishments.

Without programs such as Pell grant, America would become
crippled and totally blind. The intellectual and professional growth
of our youth would be impossible.

Please be informed that most independent students have nothing
in front of them as well as nothing to fall back on. Without your
support, our situations usually go from extremely bad to very
much worse; so we slowly, patiently take an ulcer.
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We shall think of ourselves as the blind; we cannot see our way
without a walking staff. The Pell grant is that staff and you are
our eyes.

It is only through your support that we can see our way clear.
We are so very, very thankful for people like yourselves who are
helping to shape our Nation through your assistance in educational
programs.

I trust that we shall never forget the distinct purpose of the
Higher Education Act of 1965, and even more, remember that
while times may change, the benefits of a sound and quality educa-
tion stay the same. I thank you and I would be pleased to answer
any questions you may have.

[The prepared statement of Ms. Dixon followsj

430



485

STATEMENT OF

LA VERNE DIXON

BEFORE THE

SENATE SUBCOMMITTEE ON

EDUCATION, ARTS & THE HUMANITIES

SEPTEMBER 12, 1985

491



486

Mr. Chairman, Honorable Members, and Staff of the Subcommittee on

Education, Arts, & the Humanities, I greet you with high honor this

morning and thank you for this grand opportunity to testify before you.

May I introduce myself as LaVerne Dixon, an industrious twenty-five

year old woman. Presently I am a sophomore student at Prince Georges

Community College (PGCC), where I am seeking an Associate of Arts degree

in Arts and Sciences. Also, I am a proud recipient of two financial aid

awards: (1) a Pell Grant, and (2) a Senatorial Scholarship, awarded by

Senator Mike 0.W. Donovan. I am extremely honored to have received and am

grateful for both of these. Although, I am currently attending PGCC, by

future educational goals are to obtain a Bachelor of Arts degree in Speech

and Communications at Frostburg State College; thereafter, I plan to seek

a professional degree.

My major intent is to address your attention to the Pell Grant

Program, as well as share with you my personal views, experiences, and

recommendations.

What would the United States be without education...and what would

education be without a program such as Pell Grant? May we therefore be

reminded of the Higher Education Act of 1965, which was the United States'

first majur step toward a program for primary and secondary schools. As

its primary purpose, it tought to strengthen the educational resources of

our colleges and universities, as well as provide financial assistance for

needy students from Hlow-incomes families. This Higher Education Act

included the Basic Educational Opportunity Grant (BEOG), which was renamed

in 1980 by the Congress in honor of Senator Claiborne Pell, former

chairman of the Senate Education Subcommittee, and founder of the

program. Senator Pell, I applaud you)
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and borrowed money from whoever I could. I can clearly remember having

for dinner some nights one slice of bread and a glass of water or nothing

at Ill. At one time, all I had was one pair of shoes to wear for twenty-

four months, which I did wear. I might add that after several months of

wear, the bottom of my shoes looked exactly like ky feet, because that's

exactly what was seen when I lifted my feet off of the ground. I wish to

also mention that I previously had to work a full-time job while attending

classes on my lunch hour, and in the evenings immediately after work.

'Sacrifice' is a too familiar word, especially to the independent student

who does not receive adequate financial aid. Life would have been more

valuable to me if I had been able to obtain a financial aid award.

Perhaps it may stem bewildering to make known some of my nightmare

experiences, but I deem it to be of importaoce for you to be aware of the

reality of this matter. It is however a mild view of how we, the

independent students, really try and survive with little or no financial

support from the Pell Grant Program.

On the other hand, at present, the Pell Grant to me is a valuable gift

which is a key that has unlocked doors to my future success. By My

receiving an award, I am now able to work sixteen hours per week, utile

taking nineteen credit course hours at college. I now have money to

purchase food and have proper shelter. For the first time since MY

educational journey began, I am beginning to see the light at the end of

the tunnel. It would have been utterly impossible to have reached this

point in education without my Pell Grant.

In summary, the Higher Education Act of 1965 has been a marketable

possession to the United States, as well as to its recipients. The Pell

Grant Program has aided people like myself to develop professional skills

-3-
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and now ideas through higher education. Additionally, the program can be

considered the "Masters and PhD" of education, in that one can relate to

education in a more serious-minded manner, and one can objectively stand

back and survey past experiences and accomplishments. Without programs

such as Pell Grant, America would become crippled and totally blind; the

intellectual and professional growth of our youth would be impossible.

Please be informed that "most independent students have nothing in

front of them, as well as nothing to fall back on. Without your support,

our situations usually go from extremely bad to very much worse; so we

slowly, patiently take an ulcer." We shall think of ourselves as the

blind: we cannot see our way without a walking staff...the Pell Grant is

that staff...and iyou are our eyes: It is only through your support that

we can see our way clear: We are so very very thankful for people like

yourselves who are helping to shape our nation through your assistance in

educational proirams. I trust that we shall never forget the distinct

purpose of the Higher Education Act of 1965...and even more, remember that

while times may change, the benefits of a sound and quality education stay

the same:

Thank you and may God bless you. I would be pleased to answer any

cuestions you may have.

-4-
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Senator STAFFORD. Thank you very much, Miss Dixon. I had ear-
lier intended to ask you all what the effect would be of eliminating
the central processor in the Pell Grant Program, but I think that
has been adequately covered already. So that eliminates one ques-
tion on my part.

Let me ask you, Miss Dixon, on the basis of your experience, do
you think that you are getting a good education at the higher edu-
cational level today?

Ms. DIXON. Yes, sir. I would agree with your statemer t.
Senator STAFFORD. And of the other two, your impression al-

though you are more inwell, one of you is a dean as well as ad-
ministrator of aid, so I could ask this question. Do you feel that stu-
dents are getting their money's worth in college education today? I
guess that is the question I would like to ask.

Mr. OREHOVEC. I do not think there is any question but yes.
Mr. VIGNONE. I would agree.
Senator STAFFORD. Thank you. Your brief answers would do

credit to the State I come from, where Calvin Coolidge is still con-
sidered a major figure in length of speech. Senator Pell.

Senator PELL. Thank you very much, Mr. Chairman, and Miss
Dixon, I very much appreciate your sentiments. One question I
would like to ask all three of you, and that is, do you think that
the forms that have to be filled out to get the grant aid are too
complicated, and do you have any thoughts as to how they can be
simplified and still achieve necessary information results? Let us
start with Mr. Vignone.

Mr. VIGNONE. Yes, thank you, Senator Pell. Yes, indeed, they
are, and one of the major problems that we have is that the com-
munication link to nontraditional students is very poor, whereas a
high school student may at least have a high school counselor's as-
sistance in completing what is obviously a technical form.

A nontraditional student, a student such as many of those who
come to us, look at it as if it is printed in Sanskrit. And this is de-
spite the efforts of the Department. I think the Department at
times has been somewhat less than adequate in its response to
those concerns, but at least some attempt has been made to simpli-
fy it but there is a long way to go.

Senator PELL. How would you simplify it?
Mr. VIGNONE. I would simply it by rewriting the instructions in

English and putting together--
Senator PELL. Could you repeat that.
Mr. VIGNONE. I would just simplify it by writing the instructions

in clear, simple English, and to achieve that goal I would deal with
a group of financial aid administrators and counselors that deal
with students with these questions, who can indeed provide a first-
hand response and feedback, and students such as our witness
today, who can respond to the confusion that they see and that
they feel from students with those forms and the instructions.

Senator PELL. Thank you. Mr. Orehovec.
Mr. OREHOVEC. Yes. I am most concerned about the confusion

that we have created with, not only the extent to which our appli-
cations, but also, the multiplicity of applications because at least at
my institution, it is a rare student that has one type of aid.
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That student, because we are high cost, probably has four, five,
and sometimes more types of aid, multiple application processes,
and therefore, it is oftentimes that intermingling that is the frus-
trating, confusing part, much more so than the Pell grant applica-
tion itself.

I guess I would like to see as much as possible, a comingling of
application processes wherever possible, certainly within the Feder-
al, but even working cooperatively with State and institutional.

I do think multiple data entry in that system for the most part
works fine, but we can go even further in that approach.

Senator PELL. Thank you very much. Do you think at least in the
Federal program, there should be a unified need analysis, that that
could be worked out? Or because of the requirements of the law,
there would have to be differences?

Mr. OREHOVEC. I have got somewhat mixed emotions on that,
Senator, and I say that because my response would depend on the
flexibility I have as an aid administrator in sitting down with the
student and determining what that student's real need is.

With the Pell grant, I feel like I have very little flexibility. I
think when I sit down with a student or a parent, it goes beyond
the dollars and cents figures that are on a need analysis document.

You start to learn from the gut what the student is going
through. The campus-based programs, in their approach and their
application process, give me much more flexibility to work with
that student, to take into consideration those unusual circum-
stances that happen to a student.

I do not sense I have that with the Pell grant. It is much more,
cut, dry, send it in, send it back; we do not have the opportunity to
alter any of the figures, even if we know the figures are wrong.

So I would not, in an ideal world, mind a common application, if
you %ill, but only, only if I, as a professional aid administrator can
work with the student and have that flexibility to work within that
process.

Senator PELL. And Miss Dixon, what would be your reaction?
Ms. DIXON. Thank you, Senator Pell. I feel that the application

can be simpler. I did not have a problem understanding what was
written, not, excluding the directions; but, however, I did have to
refer to my financial aid director several times because the infor-
mation listed was, in my opinion, technical to a degree.

I look back and I think, if every student had to go to a financial
aid director for that type of assistance, then of course their job
would not get done.

So that is my opinion. I believe if it were a little simpler, and the
technical information would be limited, that students would have
no problem in filling out the forms.

Senator PELL. I would add here, that if any of you, on reflection,
have any specific thoughts, I would hope you would send them into
the chairman of the subcommittee, because we will relay those to
the Department of Education and try to take advantage of your
thinking in that regard. Thank you very much.

Senator STAFFORD. Thank you, Senator Pell. For the sake of our
members who are not able to be here this morning, I would ask if
you would be willing, also, to respond to some written questions if
they were asked?
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Mr. OREHOVEC. Certainly.
Mr. VIGNONE. Yes.
Ms. DIXON. Certainly.
Senator STAFFORD. Thank you very much. Personally and on

behalf of the committee, let me express my appreciation to all
three of you for coming here and helping us as we embark on this
difficult task ahead of us, and, with that, the committee will stand
adjourned until 2 o'clock.

[Whereupon, at 11:18 a.m. a luncheon recess was taken, the hear-
ing to resume at 2 p.m., the same day.]

AFTERNOON SESSION

Senator STAFFORD. The Committee will please come to order.
This afternoon we will hear testimony regarding the campus-

based programs that provide student financial assistance. We will
also receive testimony on the Cooperative Education Program, title
VIII of the Higher Education Act of 1965.

I expect at some point Senator Nickles will be present and will
testify on behalf of S. 1537, Higher Education Satisfactory Progress
Act of 1985, and possibly Senator Grass ley will be testifying on S.
1338, Cooperative Education Act of 1985.

But at the moment, in the interest of conserving the time of the
committee and in consideration of the distinguished witnesses who
are here, we will go ahead with the first of our two panels.

May I remind the members of both panels who may be preset-) t
that we are forced to limit witnesses, and I always feel badly to
have to say this, to 5 minutes for oral presentation. Statements
which may be prepared for the committee will be placed in the
record as if read, and any addenda thereto, that does not comprise
a book, will also be made part of the record. And I will reserve to
the committee members who are not able to be here this afternoon
because we are approaching another vote on the South African
issue, I will reserve to them the right to submit questions in writ-
ing to the members of the two panels, unless a member of one or
more of the panels objects to that procedure when the time comes.

Having said that and knowing that we will be interrupted in
about 25 minutes, we will start, and I would invite the first panel
to come to the witness table.

Dr. Hackney, the president of the University of Pennsylvania.
Mrs. Genawand I apologize for the pronunciationwho is a stu-
dent at Detroit Engineering Institute. Miss Ivette Santiago who is a
student at Princeton University.

And we will forebear for a minute now and give Senator Nickles,
who arrived in the nick of time. Why do you not stay at the wit-
ness table and Senator Nickles, why do you not speak from right
up here, if you would care to, as a member of this committee.

Senator NICKLES. That will be fine.
Senator STAFFORD. We will invite Hon. Don Nickles, U.S. Sena-

tor, to make his statement.
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STATEMENT OF HON. DON NICKLES. A U.S. SENATOR FROM THE
STATE OF OKLAHOMA

Senator NICKLES. Well, thank you, Mr. Chairman. I apologize for
being about 6 minutes late. I got hooked into presiding and that
kind of jocked me back a little bit. But I want to compliment you
on the hearings that you are having today, and I am guessing for a
couple of days, looking at the agenda.

The hearing on reauthorization of the Higher Educi Lion Act I
think is important, and looking at some of the experts that you are
having today and other days, I think is very commendable, and I
look forward to hopefully participating, and if not participating, re-
viewing some of the hearings.

I come before the subcommittee today to ask that you consider
Senate bill 1537, the Higher Education Satisfactory Progress Act of
1985, be considered for inclusion in the reauthorization bill that
would be reported out of the subcommittee.

Senator Pell and I are both sponsoring this legislation. We intro-
duced it in 1982 as well. Knowing that this major reauthorization
is going to take place in Congress, we are convinced that now
would be a good time to act on this legislation.

I am also pleased to say that Senators Thurmond and Wallop
and Cochran are also cosponsors of this bill. The substance of the
bill is simply this: That each student receiving Federal financial
aid through the Department of Education must maintain a C aver-
age or its equivalent.

Current law requires each educational institution to verify that
the student is in, quote, "good standing," before his or her aid is
continued from semester to semester.

The educational institution is allowed to define exactly what
good standing means. Unfortunately, there have been problems
with this open-ended definition. In 1981 the General Accounting
Office published a report which found evidence of serious misman-
agement of student aid programs in this area.

GAO visited 19 schools and looked at the transcripts of almost
40,000 students receiving Pell grants. Almost 20 percent of those
students had less than a C average. Ten percent had less than a 1.5
cumulative grade point average.

Because of this open-ended opportunity for abuse, I believe that
we need to have a more specific standard for continuing Federal
aid to college students.

Senate bill 1537 would ask each institution to review a student's
record after 1 year of attendance at school. Instead of simply veri-
fying that the student is in good standing, as they do now, the in-
stitution would need to verify that the student has a cumulative
grade point of 2 or its equivalent, if the school does not use the
standard four point grading system.

If a student has maintained passing grades, they are again eligi-
ble for aid. If they have less than a C average, then they are placed
on a one grading period probation. At the end of that probationary
grading period, the student's records are again reviewed, and if
they have less than a C for that period as well, they will lose eligi-
bility for student aid.
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If they achieved a C for that grading period, then they will con-
tinue to receive aid. We also have provision for the student who is
experiencing personal difficulties called an undue hards'-ip clause.

This allows the educational institution to give the student an-
other probationary period, if it determines that the student has
had to contend with unusually severe circumstances during the
academic period in question.

Examples of such circumstance might be the death of a close rel-
ative or a serious personal problem, or injury.

I believe that this gives the proper flexibility to the standard, so
the individual circumstances are allowed without opening up the
system for continued abuse.

In addition, we also want to keep students who have lost eligibil-
ity highly motivated by allowing them to reearn their way back
into the program. If a student reestablishes his academic commit-
ment by maintaining a C average for two consecutive grading peri-
ods, he may again apply for Federal assistance.

Mr. Chairman, I will just ask that the balance of my statement
be entered, but, it may not be perfect but I think we would help
eliminate some of the abuses that are in the system, and help
better use the limited amount of funds that we have in higher edu-
cation, directly to those persons who are really willing and commit-
ted to higher education.

So I look forward to working with you and Senator Pell, and I'm
really pleased that he is a cosponsor on this legislation. He has
worked on it going all the way back to 1980, and so I appreciate
your cooperation with me today and look forward to working with
you in the future.

[The prepared statement of Senator Nickles and additional mate-
rial supplied for the record follow:]
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Senator Nickles Statement/ Satisfactory Academic Progress/ 9-12-85

Mr. Chairman and Members of the EducaLion Subcommittee:

I would like to thank the Chairman, Mr. Stafford and the ranking
minority, Mr. Pell, for giving me a moment to address the sObcommittee
on a bill which the Senator from Rhode Island and I are sponsoring.

Before I Get into that, however, I would like to commend the
subcommittee for the ntensive hearings that they have planned on the
reauthorization of the Higher Education Act. The programs included in
this legislation are highly significant to the students, families, and
universities of all of our states. I am glad to see the work being

.

done here to examine and improve, where appropriate, the student loans
and aid, as well as the other prosrams.

I come before the subcommittee to ask that.S.1537, the Higher
Education Satisfactory Progress Act of 1985, be considered for
inclusion into the reauthorization bill that will be reported out of
the subcommittee. Senator Pell and I first introduced this bill in
1982. Knowing that this major reauthorization was going to take place
in this Congress, we were convinced that now would be a good time to
act on the legislation. I am pleased to say that since its
introduction, we have added three more cosponsors, two from our
Committee, Senators Thurmond, Wallop, and Cochran.

The substance of the bill is simply this: each student receiving
federal financial aid through the Department of Education must
maintain a "C" average or its equivalent. Current law requires each
educational institution to verify that a student is in "good standing"
before his or her aid is continued from semester to semester. The
educational institution is allowed to define what exactly "good
standing" means.

Unfortunately, there have been problems with this open-ended
definition. In 1981, the General Accounting Office published a report
which found evidence of serious mismanagement of student aid programs
in this area. GAO visited 19 schools and looked at the transcripts of
almost 40,000 students receiving Pell grants. Almost 20 percent of
those students had less than a "C" average. Ten percent had less than
a 1.5 cumulative GPA.

Because of this open-ended opportunity for abuse, I believe that
we need to have a more specific standard for continuing federal aid to
college students. S.1537 would ask each institution to review a
student's record after one year of attendance at school. Instead of
simply verifying that the student is in "good standing", as they do
now, the institution would need to verify that the student has a
cumulative GPA of 2.0, or its equivalent, if the school doesn't use
the standard four point grading system. If the student has maintained
passing grades, they are again eligible for aid. If they have less
than a "C" average, then they are placed on a one grading period
probation. At the end of that probationary grading period, the
student's records are again reviewed. If they have less than a "C" for
that period, then they lose eligibility for student aid. If they have
achieved a "C" for that grading period, then they will continue to
receive aid.
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Ile do havc a provision for the student who is experiencing
personal difficulties, called an "undue hardship clause." This allows

the educational institution to give a student another probationary

period if it determines that the student has had to contend with
unusually severe circumstances during the academic period in

question. Examples of such circumstances might be the death of a

close relative or serious personal injury or illness. I believe that

this gives the proper flexibility to the standard so that individual

circumstances are allowed for without opening the system up for

continued abuse.

In addition, we want to keep students who have lost eligibility
highly motivated by allowing them to re-earn their way back into the

program. If a student re-establishes his academic connitment by
maintaining a "C" average for two consecutive grading periods, he may

again apply for federal assistance.

I am sure that this proposal is not perfect. However, I do

believe that it is an improvement over the current open-ended

definition. We spend close to 8 billion in federal aid to students.

I believe we have a serious responsibility to ask for some
accountability for those funds. As one parent wrote me, "You have an

excellent idea and I support it. In fact, when college aid is from

family funds rather than federal funds, your idea is often followed."

He tells how his son failed to achieve a 2.0 average and after several

discussions with his family, decided to join the navy. Three years

later the son returned to college and completed his degree. The

father closed by saying, "I don't believe that anyone could accuse the

family of not being loving and supportive of our son. At the same

time, we were not stupid, either. I think the federal government

would be free of guilt if it used the same rationale."

There may be questions that members of the Committee want to

ask. In addition, my colleague, Senator Pell, may want to add his

extensive knowledge on this subject. As subcommittee members know,

the Senator from Rhode Island chaired a special connittee of the

federally created National Commission on Student Financial Assistance

on the very topic of satisfactory academic progress. In addition, he

introduced an mnendment in 1980 which was in the save spirit as our

legislation today. I appreciate his expertise and am pleased he will

be a part of the subccmmittee's deliberations on this matter.

I thank the subcommittee for this time and look forward to

working with you in the full Committee.
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United $tates *nate
WASHINGTON. DC. 30C10

August 5, 1985
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Dear Colleague:

On July 31, 1985, we introduced 5.1557, the Higher Education
Satisfactory Progress Act of 1985. /his bill would establish an
academic standard for students receiving federal financial aid. We
feel that the enactment of this legislation is particularly isportant
in light of the pending reauthorization of the Higher Education Act.

ASAWEGGUad

Currently, there are no specific standards for academic
Performance applied to a student receiving federal financial
assistance. Each postsecondary institution develops its own
Individual standard. When a student receives federal aid, the
institution is asked only to verify that the student is is "good
standing" according to its own standard.

GSDAISPont

Unfortunately, the Government Accounting Office has uncovered
evidence that Marty institutions have inadequate standards and/or have
failed to enforce the standards set. The GAO survey covered acme 5E00
student transcripts at 20 colleges across the nation. Included in the
findings was information that about 20 percent of the federal student
aid recipients had less than the 2.0 grade point average reqzired for
graduation, and about 10 percent had less than a 1.5 grade point.

While efforts within the postsecondary education comounity have
been node to isVrove self-regulation in this area, we do not believe
that the work has gone far enough. We are deeply concerned that the
integrity of the federal student aid progress will be threatened if
the present situation is allowed to continue.

21:00Cald-lattslatlen

Accordingly, he have introduced 5.1537, which is a very direct
response to the problem with which we are confronted. It would apply
to ell federal student aid programs included in Title IV of the Higher
Education Aot, as amended.

If z student has less than a IT" average or its equivalent after

°ne Year of postsecondary work, then he or she would be placed on
probation for the next grading period. If the student received an
average of a "C" or better for the next grading period, then the
probation would be ended. However, if a student failed to earn a iv
average during the probationary period, then he or she would no longer
be eligible for federal aid.
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Page 2

Two provisions addressing special concerns round out the
proposal. First, ony student who has been dropped frail federal
student aid programs because of poor academic performance can
"re-earn" his or her way back into consideration by receiving a grade
average of "C" or better for two consecutive academic terms. Second,
students who, because of unusually severe situations, such as a sudden
deoth or illness in the family, fail to earn the required grale point
average mey still receive federal aid if the institution indlootes
that the student has experienced "undue hardship."

In no way is S.1537 intended to be punitive legislation. It only
insures that federal money would continue to be targeted to needy
studenta who are serious and responsible in their pursuit of a
postsecondary education.

We urge your cosponsorship of 5.1537. If you have any questions
about this legislaticm or if you would like to cosponsor, please
contact Laura Clay of Senator Nickles' staff at 4-5754 or David Evans
of Senator Pell's staff at 4-7666.

DON NICKLES
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Sincerely,

CLAIBORNE PELL
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EEDINGS AND DEBATES OF THE yy CONGRESS, FIRST SESSION

Vet HI WASHINGTON, WEDNESDAY. JULY 31, ists Nu IC13

Senate
By Mr. NICICLES (for himself

and Mr. Pau):
Et 1597. A bill to amend title IV of

the Higher Education Act of 1905 to
provide standards for students for
maintaining satisfactory progress as a
condition for assistance under that
title; to the Committee on Labor and
Human Resources.

MOM EDUCATION SATUFACTORT T5OCIRIA5
ACT

Mr. NICKLES. Mr. President, today
I am pleased to join with my distin-
guished colleague, Senator Pgu., in re-
introducing a bill which makes some
commonsense changes in Federal stu-
dent aid programs. This legislation es-
tablishes a requirement that students
receiving Federal student assistance
maintain a "C" average as a. condition
for continued eligibility.

CUWIANS LAW

Presently, a student continues to re-
ceive student assistance from the Fed-
eral Government as long as the educa-
tional institution which he or she at-
tends will confirm that the student is
in "good standing." It is left up to the
discretion of each educational institu-
tion to define good standing.

Unfortunately, this policy has re-
suited in serious mismanagement and
use ot Federal student aid resources.
The General Accounting Office re-
leased a study in December of 1981
which found that 20 percent of the
students receiving Pell grants at 19
randomly selected institutions had less
than "C" average, half of which-10
percent had an "F" average. Clearly,
this lax discretion and judgment by
some educational institutions I. signif-
icant enough to merit congressional
action.

PROPOSED LZOISLATION
The legislation that Senator Pau

and I offer today gives a student re-
ceiving Federal financial assistance a
1-year period to establish an academic
record. At the conclusion of this first
year. the student's grade point is re-
viewed. If the student has less than a
"C" average, then he or she is given a
warning measure by being placed on
probation for one grading period. lf,
during that grading period, the stu-

dent again falls to make a "C" average
or better, then he or she is no longer
eligible for Federal financial assist-
ance.

The legislation contains an "undue
hardship" clause which provides for
special difficulties that a student may
encounter during the academic year.
This clause is intended to allow the in-
stitution to give the student another
probationary period if It determines
that the student has to contend with
unusually aevare circumstances during
the academic grading period in ques-
tion. Examples of the kinds of extenu-
ating circumstances which might be
cited and accepted are the death of a
close relative or serious personal
injury or illness.

A student who, for academic reasons,
has lost eUgiblity for Federal student
assistanne maY again become eligible if
he can demonstrate, in two consecu-
tive grading periods, his acadeinic com-
mitment by maintaining a "C" average
or better. Upon establishing such a
record, he may again apply for Federal
assistance.

Implementation of this legislation
will simplify current law by creating a
consistent and fair standard for stu-
dente receiving Federal aid. It adds no
new bureaucratic steps, In that an in-
stitution must already verify that a
student I. in good standing. Tills legis-
lation simply asks for a OPA as part of
that verification process.

PUNIC MCKIM
In the 97th Congress, when we first

introduced the Higher Education Sat-
isfactory Progress Act, my office re-
ceived a number of letters from
throughout the country on this legis-
lation. The correspondence represents
a broad cross-section of people: teach-
ers, student aid administrators, college
presidents, students, parents, and tax-
payers. By far, the vast majority of
the mail was positive. I would like to
share some of the commenta and con-
cerns which have been expressed:
. father in North Carolina"You have an

excellent idea and I support it. In fact, when
college aid ls from family funds rather than
federal funds, your Idea Is often followed.
This parent tells of his son's initial expert-
ence with college. The young man failed to
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achieve a 2.0 average and after several di&
missions with his family, decided to leave
college and Join the Navy. Three years later
thc son returned to college and cnmpleted
his degree. The father closed by saying. "I
don't believe that anyone could accuse the
family of not being loving and supportive to
our son. At the same time, we were not
stupid. either. I think the federal govern-
ment would be free of guilt also If it used
the same rationale. . .."

Bacone College in OklahomaThe Acting
President of Bacone College, a school which
has been "serving the American Indian
since IMO" writes, "I believe your proposal
makes great deal of sense and will be of
benefit to a number of students who need a
second chance."

College Educational Plans. Inc.. of Dallas.
Texas"I fully support your efforts to re-
quire an adequate graft Point average for
college student to qualify for any federal
g overnment sponsored educational loan or
grant. In 1975, our firm designed a loan pro-
gram to provide college educational loans to
dependent children of employees of
corporation& ... The loans did require a
g rade of B - of better. . .. My point In
mentioning this to you is to relate to you
the substantial improvement in the grade
point average of our students when cone
pared to the simple grant program before
1975. In general, and through 1977. approxi-
mately 30% of our students would have
qualified as a B- or better student. Follow-
ing the implementation of the "Loan" pro-
gram, the percentage now qualifying is
closer to 65-70%."

Western Connecticut State CollegeThe
President writes, "1 would be very comforta-
ble supporting the bill that you de-
scribed.. ."

University of California. Santa CruzThe
Director of Financial Aid expressed concern
on two points: First. how Is a non-graded
school system to be treated? And second,
what about the student who Is experiencing
severe personal problems? I am happy to
ear that the legislation addresses both of
those question'. The university that does
not use the traditional grading criteria is
asked only to verify that the student has
achieved the equivalent of a passing grade,
as determined by the institution. Second,
the university Is given the latitude to deter-
mine whether or not a student's inability IS
maintain a "C" average is the result of
-undue hardship." If such is the case, then
the student is given an additional probation-
ary period to establish a passing grade aver-
age.

In addition, an article appeared in
the Washington Post which quoted
the president of Harvard University as
suggesting that U.S. education grants
be given only to students with reason-
ably good high school grades and col-
lege board scores. Those pupils, he
said, are most likely to finish college.
The legislation which we are introduc-
ing today does allow everyone a fresh
start by giving any student 1 year to
establish an academic record. Howev-
er. the concepts which I believe that
President Sok was stressing of ac-
countability and responsibility on the
part of students and of prudent use of

5 9 6

taxpayers dollars have been incorpo-
rated into this bill.

rum IMPLICATIONS
Although there Is no concrete figure

as to the amount of financial assist-
ance which can be redirected to more
serious students, evidence indicates
that it could be a very sizable amount.
In the OAO's sampling alone, theY
found that 19.9 percent of the Depart-
ment of Education aid recipients, 23.1
percent of the Social Security aid re-
cipients. and 12.4 percent of the Veter-
ans' Administration aid recipients had
cumulative OPA's less than 2 or a "C"
average. Even if this figure is not truly
representative of all 7,726 schools that
have students receiving Federal assist-
ance, it indicates that a significant
Portion of the $8 billion spent on stu-
dent aid could be used more effective-
ly.

In closing, I think it is essential that
Congress do all that is in itepower to
once again earn the respect and confi-
dence of the American people for the
manner in which we spend their tax
dollars. Elimination of wasteful or in-
appropriate programs is only a part of
the answer. The rest is in analyzing
and reforming, where needed, existing
programs so that they are more cost
effective and responsible in their use
of tax dollars. This is the intent of the
"Higher Education Satisfactory
Progress Act of 1985." I am pleased
that Senator Pau, who is one of the
most highly respected Members of this
body for his knowledge and activity in
the field of education, has understood
the importanca of maintaining integri-
ty and responsibility in the Federal
student aid programs for some time
now. In 1980, Senator PILL introduced
an amendment which was in the same
spirit as the legislation we are intro-
ducing today. In addition, in 1982. the
Senator from Rhode Island and I in-
troduced this bill and received a
number of cosponsors and positive
feedback. I am pleased that we are
again taking up the issue at this time
when the Higher Education Act Is
being reauthorized.

Since the publication of the Presi-
dent's Commission on Excellence in
Education recommendations, attention
has been focused with new vigor on
the strengths and weaknesses of our
educational system. Although there
has been diverse opinion on a number
of the Commission's proposals, there
was one which found near unanimous
support. That was the recommenda-
tion to raise the standards and re-
quirements for college admission. The
legislation which we are introducing
today is meant to compliment this pro-
posal within the domain of Federal fi-
nancial student aid programs.
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In general. fewer instances of poor
Negroes were noted among VA aid recipl.
eats than either ED se IBA aid recipients.
0A0 believes that this is due to the more
MUMMA requirements set by VA. IncludIng
ID POW Ositzeral of a moors academic

=rad (11) refusal le pay for mums' out.
mid a student's come of

side el an mewed mune of study. from
*high the student withdrew, et whish did
ast sem* teemed program
Mgr ID ear MA Am lush requirmseMe.
ED olficials mid they de not believe OD has
Ills
setting

rgatt4tzseuthority to Moue regulations
requirements There are no

statutory requirements for academie
M the INA stogram. glee OP. torgrin

STAMM= Au NOT mow=
lionenforseinent of academie

standards is a maim Problem MitelwriAli
wheels visited were not enforcing their pub.
IMMO standards Three schools were not en-
fusing their standards for liD or VA aid re-
*OM& nee schools were not for 10 aid et.
*tents only, and one sehool was not tor VA
aid students only. MA had no academic
Moines requitement'. Mee Mk 22 and 343

For the mho* which had not enforced
their standards for SD aid recipients. OAO
estimated overpayments of about $1.311
lion. OM did not project overparments for
VA recipients because the schools dld not

have information on the amount of finan.
vial ald paid by VA. (See pp. 33 and 23.)

oesecuelens
Weak and nonspecific Federal require.

menus on academic progress have led to
abuee of the student aid programs. partici'.
lair those administered by ED and NA. A
uniform Federal policy is needed. Although
VA standards set by existing legislation and
regulations are generally adequate, stand.
ards are needed for the rate at which a stu.
dent is progressing. OAO believes that ED
and ISA requirements should be essentially
the same as those set by VA.This would re-
quire changes to both authorising MOM
Don and Program regulations. Mee pa. U
and MU

These shanges would aseemplish the fol.

ter academie pogrom standards
save Federal funds now being paid to

students not maigng gatislagtoriewilron.
Sam* would encounter dUfer-

moss In the viqulremcnts for administering
the three

Federal mends' Cat able to better
soordhsate thelr efforts in setting academie
prover nquiremnis and monitoring their
enforcement.

Mo. students might be encOuralled to
enroll in Kamm* which are more suited to
their Minim and which they are more
likely to complete, (eee p. 301.)
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99TH CONGRESS S. 153718T SESSION

To amend title IV of the Higher Education Act of 1965 to provide standards for
students for maintaining satisfactory progress as a condition for assistance
under that title.

IN THE SENATE OF THE UNITED STATES

JuLY 31 (legislative day, Jun' 16), 1985

Mr. NICICLES ((or himself and Mr. PELL) introduced the following bill; which was
read twice and referred to the Committee on Labor and Human Resources

A BILL
To amend title IV of the Higher Education Act of 1965 to

provide standards for students for maintaining satisfactory
progress as a condition for assistance under that title.

1 Be it enacted by the Senate and House of Repre8enta-

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

8 That this Act may be cited as the "Higher Education Satis-

4 factory Progress Act of 1985".

5 SEc. 2. (a) Section 484(a)(3) of the Higher Education

6 Act of 1965 is amended by striking out "according to the

7 standards and practices of the institution at which the student

8 is in attendance" and inserting in lieu thereof the following:
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1 "in accordance with the provisions of subsection (c) of this

2 section".

3 (b) Section 484 of such Act is amended by adding at the

4 end thereof the followir sr new subsection:

5 "(c)(1) For the purpose of clause (3) of subsection (a) of

6 this section, a student is maintaining satisfactory progress

7 if-
8 "(A) the institution at which the student is in at-

9 tendance, reviews the progress of the student at the

10 end of each academic year, or its equivalent, as deter-

11 mined by the institution, and

12 "(B) the student has a C average, or its equiva-

13 lent, as determined by the institution, for that academic

14 year.

15 If a student is not maintaining a C average for that academic

16 year, the institution at which the student is in attendance

17 shall, for the purpose of such clause (3), place the student on

18 probation for the next grading period. Subject to paragraph

19 (2), if the student does not attain a C average grade during

20 the probationary period, the student fails to meet the eligibil-

21 ity requirements of such clause (3).

22 "(2) Whenever a student fails to meet the eligibility re-

23 quirements of clause (3) of subsection (a) as a result of the

24 application of this subsection and subsequent to that failure

25 the student has a C average for 2 consecutive grading peri-
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1 ods, the student may, subject to this subsection, again be

2 eligible under such clause (3) for a grant, loan, or work as-

3 sistance under this title, except that no such student may be

4 placed on probation as described in the second sentence of

5 paragraph (1).

6 "(3) Any institution of higher education at which the

7 student is in attendance may, for the purpose of clause (3),

8 waive the provisions of paragraph (1) or paragraph (2) of this

9 subsection for undue hardship based on-

10 "(A) the death of a relative of the student,

11 "(B) the pe rsonal injury or illness of the student,

12 Or

13 "(C) special circumstances as determined by the

14 institution.".

15 SEC. 3. The amendments made by this Act shall take

16 effect for the first academic year, or its equivalent, as deter-

17 mined by the Secretary of Education, beginning after the

18 date of enactment of this Act.
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Senator STAFFORD. Thank you very much, Senator, and thanks
for bringing that legislation to our attention.

Senator NICKLES. Thank you.
Senator STAFFORD. Now we will go ahead with the first panel,

since we understand Senator Grass ley will speak subsequently, and
I think we will go in the order in which we announced your names,
so Dr. Hackney, president of the University of Pennsylvania, you
are at bat.

STATEMENT OF DR. SHELDON HACKNEY, PRESIDENT, UNIVERSI-
TY OF PENNSYLVANIA, PHILADELPHIA, PA; AVANELL GENAW,
STUDENT, DETROIT ENGINEERING INSTITUTE, DETROIT, MI;
AND IVETFE SANTIAGO, STUDENT, PRINCETON UNIVERSITY,
PRINCETON, NJ
Dr. HACKNEY. Thank you very much, Mr. Chairman. I very much

appreciate your invitation to appear here today on behalf of the
University of Pennsylvania, and on behalf of the Consortium on Fi-
nancing Higher Education, known to everyone, and loved by every-
one, as COFHE.

As you know, COFHE is an association of 30 independent institu-
tions concerned with maintaining and enhancing the opportunities
of students from whatever economic circumstances to consider and
select our institutions, and particularly not to be barred because of
economic need.

I would ask, Mr. Chairman, if I might submit my written state-
ment for the subcommittee record and briefly summarize it here so
that there may be time for questions.

Senator STAFFORD. We would appreciate that. As I said earlier,
all statements will be made a part of the record, automatically, for
the panel members who are appearing here.

Dr. HACKNEY. Good; thank you. I will talk here, then, briefly,
about the three campus-based student aid programs, the supple-
mental educational opportunity grants [SEOG's], college work
study, and the national director student loans.

Federal student aid policy, as it has evolved since 1958, has in-
volved, it seems to me, two cardinal principles. First, that no stu-
dent should be denied access to a college education, that best suits
that student's needs, and, second, that the burden of ensuring such
access should be shared among parents, students, and institutions,
and the public, represented by the Government.

The campus-based programs are essential elements of this enter-
prise. Indeed, campus-based aid often provides the margin which
enables financially needy and academically capable students to
choose a school like Penn, where tuition, fees, room and board,
may exceed $16,000 per year, worth every penny of course, but it is
still a very big bill.

During the most recent academic year at Penn, more than 5,500
students, virtually one-third of our student body, benefited from
$12.6 million in campus-based student aid programs. If you take
into account all aid programs, virtually 60 percent of our student
body receives some sort of financial aid based on economic need.

So as I have suggested, these programs are critical to our stu-
dents, and to millions of others throughout the Nation. They are
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basically sound in structure but require some modification in their
allocation and delivery mechanisms in order to make them even
more effective in serving needy students.

Specifically, the formulas for allotting funds to States and insti-
tutions are greatly outmoded. Under the present system, as appro-
priations for campus-based aid has fluctuated over the years be-
cause of a patchwork of ad hoc arrangements, each State's funding
can be sharply out of proportion to the change in appropriations.
As a result, financially needy students in certain States run a con-
siderable risk of seeing their aid decline, even if the total appro-
priation increases.

For intance, last year at Penn, we calculated that even though
the appropriation increased by about 10 percent, our own students
would have lost 30 percent of the funds available to them.

Each year the Appropriations Committee has sought to rectify
this and been successful at it, this potentially massive problem, by
holding harmless each institution's funding.

This problem can and should be rectified permanently in the re-
authorization of the Higher Education Act. Second, SEOG funds
should be limited to those with exceptional financial need. Stu-
dents with the greatest financial need should have first access to
limited SEOG resources in order to lower their debt burdens and
afford such students a better prospect of attending the institution
of their choice.

The definition of "exceptional need" should continue to include
the factors of both family income and cost of education which have
characterized the student aid programs since their inception.

I think that would be very important, to reinstall that test. In
order to improve the targeting of SEOG to exceptionally needy stu-
dents, and help institutions provide more grant aid to those stu-
dents, the annual maximum grant should be increased to $4,000.

As you know, an increase in the SEOG maximum would not re-
quire additional Federal appropriations, but would concentrate at
the institutional level more SEOG dollars on those students who
are deemed most financially needy.

This would make SEOG more truly a supplemental program. We
also believe that the use of NDSL should be expanded to permit in-
stitutions to develop new methods that will allow institutions to le-
verage NDSL funds more effectively.

Such creative methods might include support of alternative, non-
Federal loan programs, providing subsidies for such programs or
needy students in such programs, or, providing additional grant or
work funds for students who should not incur greater debt burdens.
This latter suggestion parallels the currently allowable transfer of
funds between the SEOG and college work study programs.

For instance, an example of this would be the Creative Financial
Aid Loan Program that we started last year called the Penn plan
which makes available loan funds at favorable rates to our stu-
dents, not based on need necessarily, though it does aid some finan-
cially needy students.

Senator STAFFORD. Doctor, we have run into the red light here.
Could you summarize in about a minute now.

Dr. HACKNEY. Sure. The other things that I wanted to mention
simply were those things that would reduce the loan burden of stu-
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dents because that does affect career choice, and those that would
make Federal funds a bit more flexible, so that we could transfer
them back and forth between grant and loan funds.

Thank you very much.
[The prepared statement of Dr. Hackney and responses to ques-

tions submitted by Senator Hatch follow]
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Mr. Chairman and members of the Subcommittee, my name is Sheldon
Hackney and I am president of the University of Pennsylvania. I
appreciate your invitation to appear before you today in order to
testify on behalf of Penn, as well as on behalf of other wombat
institutions of the Consortium on Financing Higher Education
(Com), to testify on the reauthorization of the Bigher
Rducation Act. The Consortium is an association of thirty
independent institutions concerned with maintaining and enhancing
opportunities for students, regardless of socio-economic
distinctions, to consider, select, and enroll at our
institutions. Our membership is located in fourteen states across
the country and as a group we currently enroll approximately
110,000 undergraduate students. In terms of total student
e nrollment - undergraduate and graduate level - Penn is the
largest of the COME institutions, with more than 17,003 full-
time students. A list of the membership of COME is attached to
my written statement.

I particularly welcome this opportunity to comment on the
three campus-based student aid programsSupplemental
Educational Opportunity Grants (SEOGs), College Work-Study (cles),
and the National Direct Student Loan program (WSW. As it has
e volved since 1958, Federal student aid policy has embodied two
cardinal principles: first, that no student should, due to
economic circumstance, be denied access to a college education
which best suits his or her needs: and seoond, that the burden of
ensuring such access dhould be thared &mon parents, students,
institutions, and government. The campus-based programs, with
their diverse mix of grants, loans, and work opportunities, are
e ssential elements of this shared enterprise.

Indeed, campus-based aid often provides the margin which enables
a financially needy and academically capable student to choose a
school, likt Penn or like other COPSE institution, where
tuition, fees, room and board may exceed $16,000. During the
1904-85 academic year at Penn, more than 5500 students -
virtually 1/3 of our student body - bonefitted from 012.6 million
in cumpunbased aid, an average of approximately $2300 per
student.

* I would like to note that such charges represent only about 50%
of the cost of educating and providing for a Penn student. The
remainder is borne by the University - a contribution which is all
too often a hidden part of the shared enterprise I mentioned
above.

**Approximately two-thirds of this 1984-85 campus-based aid
represents current Federal contributions: the remaining amount
consists of University matching funds and our NDSL revolving
fund.
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We have collaborated closely with other COME institutions to
develop legislative recommendations for reauthorization of tht
student aid programs. As you review these proposals, we would be
pleased to provide whatever additional assistance we can to the
Subcommittee and your staff as you go about the task of
strengthening all of the student aid programs. I 'hall be
focusing my remarks this afternoon to those recommendations which
cover SEOG, CMS, and HUM but, because all of the student aid
programs are so closely interrelated, I shall later mention our
concerns about other programs as well.

As institutions that strive to offer educational opportunity to
students from the widest possible range of socio-economic
circumstances, we first urge the Subcommittee to maintain the
basic structure of each of the three campus-based programs and to
reject recommendations that would consolidate or eliminate any of
the programs in the name of °simplification% Each of the three
campus-based programs provides our institutions with a critical
element of flexibility as we go about the task of packaging
student aid awards. The loss of any one of the programs or any
reduction in the flexibility which we currently enjoy would
diminish our ability to provide a comprehensive package of
grants, loans, and work opportunity to the more than 50% of
students attending COPSE insitutions who receive financial
assistance. Having said this, we believe that modifications in
the allocation and delivery of campus-based aid would enhance the
ability of institutions to serve students more effectively.

As you are aware, Hr. Chairman, the current state allotment and
institutional allocation formulas simply are not working as
Congress intended. In each of the past several years, statutory
language has required modification during the appropriations
process in order to maintain funding equity for both states and
institutions, we believe the time has come to make allotment and
allocation procedures more equitable and to establish statutory
provisions that contemplate-both the implications of the 1983
Supreme Court decision governing the legislative veto, and the
possibility that future appropriations for these programs may not
be adequate to meet the demand for Federal student aid.

As was demonstrated by the need for additional NUM funds in the
FY 85 supplemental appropriation, the current state allotment
formula does not treat students in all states equitably. under
the present system, as appropriations fluctuate, each
state's funding for campus-based aid can be sharply out of
proportion to the change in appropriations. As a result,
financially needy students in certain states run a considerable
risk of seeing their aid decline, even if total appropriations
increase. In order to prevent such dislocations, the
appropriations committees have annually, since 1981, undertaken
to correct this potentially massive problem. Had they not done
so, this year Penn students would have lost more than $400,000 in
SEOG funds alone. Students in hundreds of other institutions,
both public and independent, in Pennsylvania, Vermont, and many
other states, would have experienced similar losses of SEOG aid.
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Nr. Chairman, I especially thank you for your willingness to work
with the appropriations committee to rectify this problem. It is
a problem that I believe can and should be addressed permanently
in the reauthorization process.

First, we would recommend the elimination of the state allotment
system in favor of a distribution procedure whereby all eligible
institutions would compete nationally, without regard to state
borders, for funding under each of the programs. In order to
achieve this goal, certain guarantees must first be adopted in
the interest of fairness to assure that no state or institution
is penalised by a change in funding allocation policy. In this
regard, we would recommend that all institutions be guaranteed or
°held harmless° at 100% of the funding level they received and
used in fiscal :.ear 1986. This guarantee would insure that each
institution would be provided with funding at least equal to its
most recent award level. Simultaneously it would insure that all
states and territories would receive a 100% guarantee, since the
state guarantee would be the sum of all institutional guarantees
in that state for the designated fiscal year.

Second, in the event that any of the programs were to experience
significantly reduced funding to the point where these guarantees
could not be met, we recommend that a small percentage of the
appropriation be set aside and used, as needed, to fund
institutions new to a program. If appropriations ate adequate to
meet both the 100% guarantee and the needs of new institutions,
such a reserve pool of funds would not be necessary.

additionally, we would recommend that, in the event that
appropriations become inadequate to meet the minimum guarantee of
all institutions, the allocation procedure would insure that all
institutional awards, (and states thereby) would be reduced
proportionate to the reduction in the appropriations process,
again with the modest reserve pool for new insititutinns still in
effect. This provision would ensure that students in all
institutions are treated equitably in the event of funding
reductions.

When appropriations are sufficiently large to exceed all guar-
antees, the procedure for allocating additional funds must be
overhauled in order to restore an equitable distribution, based
on relative student need for campus-based funds at all
institutions. Within the specific domain of the SIOG program, I
would like to emphasize two concerns, one philosophical and one
technical. On the philosophical side, we agree with others in
the higher education community that the SMOG program would be
given greater focus if the °exceptional need° criterion that was
in the law prior to the 1980 amendments were reinstated. Thus we
recommend that eligibility for SSOG funding be limited to those
students with exceptional need, defined as any student whose
family or independent student contribution is less than one-half
the cos* of attendance. students with greatest need should have
first access to limited MG funds in order to lower their debt
burdens and so as to offer such students a better prospect of
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Gttending the institution of their choice. We cannot concur with
a definition of exceptional need, as proposed by some higher
education organisations, which ties such criteria to Bureau of
Labor Statistics of poverty standards. Congress, in establishing
both the campus-based and the Pell Grant programs, directed that
eligibility be based on a need determinant which included factors
of both family income and cost of education. Such a definition
of exceptional need° remains valid.

We also recommend, as a corollary to focussing eligibility on the
neediest students, that the annual maximum grant be raised to
14000, in orders 1) to encourage institutiOns to provide more
grant aid to the most needy students; and 2) to reflect the fact
that educational costs in both the public and independent sectors
have increased significantly since the maximum was raised to
$2000 in 1900. As you know, an increase in the SEOG maximum
award would not require additional Federal appropriations, but
would enable institutions to target better their SEOG allocations
to the neediest students.

On the technical side, we are concerned with the possibility of
regulatory re-interpretation of the provision in the SMOG program
in which institutional aid in the amount of 625 per centum of
grants and awards° is subtracted from the 8000 need index. As a
group of institutions that collectively spend in excess of $200
million annually of our own institutional funds for grant aid,
the Consortium membership has no quarrel with the purpose and
intent of this provision. But it is disturbing to us that the
clause mentions no date with respect to the base year in which
25% of institutional grant aid Shall be counted, and a decision
on the part of the Department of Education to move the year from
its current 1977-7e base to a more recent date would have the
effect of penalising all institutions that have made significant
strides in increasing their own grant aid commitment since tha.
time. At Penn, for gnaw we provide $19 million in
institutional grant aid L.. cur undergraduate students in the
current academic year, a 150% increase since 1977-70. We do not
believe that such a considerable effort, which represents almost
five times the amount of grant aid, in.the form of Pell Grants
and SBOG, that our students receive from the Federal government,
should be penalised. -

Although my testimony has focused primarily on the allotment and
allocation formulas and certain special concerns with the SEOG
program, I want to emphasise in closing, Mr. Chariman, that the
College Work-StudY and !IDOL _programs are no less important to us.
Insofar as College Work-Study is concerned, except for certain
modifications in the formulas, we believe it is a model federal
program that should be expanded and funded at the highest
possible levels. CWS is critically important as a mechanism
which enables more than 3000 students at Penn, and millions
throughout the nation, to finance their education without
incurring increasing levels of debt.
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For the National Direct student Loan program, we recommend that
the NDSL revolving fund be made a permanent financial aid
resource at the institutional level and that additional
flexibility be provided in the use of funds for finanlial aid and
loan purposes. In the past, Nr. Chairman, ODFSS has recommeded
that NDSL be merged with other federal loan programs in the
interest of uniformity and simplicity, but, in the current
environment, we are convinced by the argument that today
an institution requires the maximum degree of flexibility in
order to develop financial aid policies and programs tbat meet
the needs of students from so many diverse socio-economic
circumstances. NDSL continues to provide such an option.

It is in the spirit of developing and improving this flexibility
that we also recommend that the use of NDSL funds be expanded to
permit institutions, within certain limits, to seek new uses of
NDSL funds that will allow us to leverage effectively these
program dollars. An institution might, for example, make use of
the funds in ways that: (1) assist in the development and support
of alternative, non-federal loan programs; or (2) assist the
neediest student by providing subsidies for such programs; or (3)
in special cases would make additional grant or work dollars
available to students who should not be in the position of
assuming excessive debt burdens. In these and future times, all
of us who provide financial aid to students must adapt by
becoming increasingly creative and flexible. Such additional
capabilities within NESL would assist us greatly in that effort.

As an example of what new capabilities might be possible
with increased INDSL flexibility, I would like to briefly mention
our "Penn Plan°. Two years ago, in an environment of
unpredictability as to the direction of Federal student aid, the
University of Pennsylvania developed this creative financing plan
for helping students across the income spectrum meet the costs of
a penn education. The Penn Plan, backed by the University's
endowment, provides low-interest financing for approximately 2000
of our undergraduate students. This has not been undertaken
without considerable institutional costs for other activities of
the university, but student aid is, and will continue to be, a
principal priority for Penn. This is not programs that can
currently be easily undertaken for all, or even many,
institutions. Out the kind of flexibility we have recommended
for using NOSE funds in creative ways,could help leverage non,
Federal dollars for student aid and make programs like the Penn
Plan more readily available.

Finally, Nr. Chairman, I would like to say a few words about the
relationships among the federal grant and loan programs. Ne
are deeply concerned with the eroding real value of Federal grant
aid, and with the related effect of this real decline - the
growing loan burdens being faced by our students as they quickly
exhaust their maximum limits under the Guaranteed Student loan
program and turn to supplemental borrowing to help them meet
their costs. Increasing the maximum Pell Grant would be
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The Honorable Robert T. Stafford
Chairman, Subcommittee on Education,

Arts end Humanities
Committee on Labor and Human Resources
United States Senate
Washington, D.C. 20510

Dear Senator Stafford;

Octwor 16, 19E15

Thank you for your letter of September 50. I appreciated
being given the opportunity to testify before Your Subcommittee
on the very important issues involved in the reauthorization of
the Higher Education Act.

I would like to comment on the questione Pi-poosed DY
Senator Hatch;

I) the proper division of responeibilitY
between student, parents or otner
family, educational institution, the
private sector, and government is
financing post-secondary education;

In considering the matter of the proper di\rieion of reepon-
aitalltY for financing higher education it is good to Dear in
mind who benefits from the education our y0uln9 people receive.
The primary benefit, cleas41y, is to the student. Institutions
of higher learning benefit from being able to enroll students
with the strongest academic credentials, wichoyt regard to their
economic means, thereby maintaining the highest standards in
their programs. In addition, the ability
from diverse backgrounds enriches the edutatienal experience for
the entire student body, as well as that Of
staff of the institution.

Society at large benefits in a number of 144441 through
broadly-educated citizenry; through an exploded pool of poten-
tial leaders, in all fields of ndeavor, drown from a broad
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spectrum of backgrounds; through development of xpertise in
those special areas of technical knowldge critical to mainte-
nance of strong national defense, vigorous conomic growth,
and improvement in the quality of life for all Americans; and
through the social and economic mobility which the broadest
range of ducational opportunities makes possible.

The bnefit to the private sector, taken as whole, is
essentially the same as the benefit to society at large.
Particular organizations may reap a special benefit through
support of specific students or groups of students.

Our philosophy is that the primary responsibility for fi-
nancing student's higher education lies with the student and
.his family. By primary I mean, of course, that these are the
first resources to be tapped; since the resources that families
have at their disposal vary, they may not be the primary source
in terms of actual dollar amounts for many families. Student
and family resources include not only the family's current
resources, but also the student's earnings and educational bor-
rowing. The latter relates to Senator Hatch's w.cond question,
on packaging, and I will address them further at that point.

After the student and family, the student's institution is
the next source of funding to which recourse should be made.
Indeed, if institutional resources ware sufficient to cover the
differenc between educational costs and student and family
resources, governmental support would not be nec sssss y. Unfor-
tunately, this is not the case, particularly in light of the
fact that the source of revenue most controllable by institu-
tions is tuition. It is difficult for institutions to inc aaaaa
their financial aid resources through tuition incr sssss , since
such inc ssssss drive up their students' aggregate needs at the
same time. Federal aid policies should provide incentives,
rather than disincentives, for institutional aid programs. In
particular, the mechanism for allocating federal campus-based
funds should not reduce institutional need by the amount of the
institution's own aid expenditures.

The role of government is a residual one, to provide the
support nec sssss y to cover those educational expenses that can-
not reasonably be met from family and institutional sources.
While residual, this role is of crucial importance, since it
ensures that the overall goal of providing our students with
access to a broad range of educational opportunities regardless
of economic status is achieved.

Although national financial aid policy cannot depend on
private sector involvement, government policies should encourage
and provide incentives for such support.
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2) the proper balance between loans, grants,
and work in financial aid packages in
order to ensure a student's maximization
of his educationp

In line with the philosophy that students (along with their
parents) have the primary responsibility for financing their
education, we feel that work and loans should constitute the
base of students' financial aid, with grants covering needs in
excess of what work and loans can reasonably be expected to
cover. What can reasonably be expected from work is limited by
the amount of hours a student's academic load permits him or her
to work, as well as by the availability of summer mployment
opportunities. What can reasonably be expected from student
borrowing is limited by what level of debt it is realistic to
expect a student to manage after graduation. We need to be sen-
sitive also to the ffect that educational indebtedness may have
on our students' c rrrrr choices, pushing them into paths that
offer the greatest immediate monetary rewards, at the expense of
public service opportunities. Extended repayment periods, with
lower monthly payments, such as would be provided by loan con-
solidation programs, would affect the level of manageable debt.
So also would income-contingent repayment provisions, which
would bring borrowers' annual payments into some rational
relationship to their income.

The concept of work and loan forming the base of financial
aid might be incorporated in the campus-based aid allocation
process by building in a per-student self-help expectation. A
similar expectation might be incorporated in the Pll Grant
Program.

3) whether or not more resources for finan-
cial aid should be channeled to insti-
tutions for disbursement through them to
students and whyp

I feel strongly that campus-based programs play a criti-
cally-important role in the overall aid process. Decisions made
via computer at a central location must, for the sake of sim-
plicity, be based on a much less comprehensive evaluation of a
student's and family's ability to pay than those made by trained
financial aid personnel who may have substantially more infor-
mation at their command, as well as the opportunity of direct
contact with the applicant. Campus-based programs, especially
CWS & SEOG, should be retained and expanded.

The Pell Grant delivery system, as currently constituted,
is unduly complex and burdensome, both for financial aid offices
and for students, and is costly as well. While the Department
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of Education's initiatives in the area of electronic data trans-
fer may eliminate some of the overwhelming volumes of paperwork
that now exists, careful consideration ought to be given to
decentralization of the delivery system.

4) whether or not, and how, greater concern
with a student's educational achievement
levels should be made a part of criteria
for financial aid.

I certainly support the idea that scarce aid resources
should be targeted at students who are benefitting from their
education, nd making satisfactory academic progress. My one
eeeee vation in regard to a national standard of academic
progress has to do with the fact that academic curricula and
standards are not uniformly rigorous among schools. I also
feel that any academic progress policy should provide for a
sufficient probationary period to account for the student who,
because of family, health, or other problems, may have one "bad"
semester or year.

I feel strongly that federal aid programs at the undergrad-
uate level should continue to have a need criterion, and not be
based on academic criteria only. I am enclosing the corrected
transc-ipt of proceedings.

Sincerely,

Sheldon Hackney

Enclosure
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Senator STAFFORD. Thank you very much, Doctor. I should have
said we have this little sytem borrowed from traffic cop control,
and it is green for 5 minutes and then it is red. So, Ms. Genaw. I
hope I have pronounced your name properly. You are about to go
on the green.

Ms. GENAW. Hello. My name is Avanell Genaw. I am 28 years
old, married, and the mother of two boys. I was born in Michigan
though I spent 10 years of my childhood in Ohio.

My interests, when I was younger, were in ballet, piano, and
mathematics. When I reached my teens, I moved back to Michigan.

My interests changed as I entered junior high and high school. I
enjoyed drafting and calculus, and anything to do with computers.
I am a high school graduate, but due to the lack of information and
finances, was not able to continue my education at that time.

I worked and lived on my own for several years, met my hus-
band, married, and bought a home in Wyandotte, MI.

In 1983, I started investigating the possibility of advancing my
education. I decided a technical school would give me the training I
wanted. Interviewing and testing at Detroit Engineering Institute,
I found I was best suited for their electronics program.

Currently, I am finishing a 3-year course, and the reason I was
able to continue my education were SEOG, Pell grants, and guar-
anteed student loans, which were available to me. Eventually, I
would like to have a career in system and program analysis, but
without any help from these types of programs, I will not be able
to continue for my degree.

So far, the Federal help that I have received has been well
needed. Besides myself, my husband enrolled for 1 year and was
able to take advantage of some of these programs.

During the last 6 months of his schooling, I took time off and
worked because financially, it was impossible for us both to go at
the same time. Once he finished the 1-year program, I returned to
school.

This aid basically made the difference between going to school or
not. We, as a society whose industrial needs are changing now,
need to retrain and learn new ways of making a living.

Most people on a lower income cannot afford to go to school even
if they have the capability. Student loans have to be paid back, nat-
urally, but if there were more federally based programs, grant pro-
grams, the amount on loans would be smaller.

The first 5 to 10 years of my employment will also be spent
paying a large loan. If I continue for my degree the amount is dou-
bled. With Pell and SEOG money, it has been possible for me to
continue my education. These types of programs are very impor-
tant for the future students of trade and technical schools.

Sometimes, when we are capable and wish to educate ourselves
further to better ourselves and contribute more to society, our eco-
nomic situation will not allow us to.

That is why I strongly support, and am thankful for any SEOG
or Pell grants available. Through this help, I can realize my dream
of being better educated.

That leads to steady, secure careers. It also assures my children
of a secure home when there is future employment ahead.
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Right now, neither my husband nor I are working, and our
income for a family of four was below the poverty level in 1984.

It is about the same this year. So you see that going to school
was nearly impossible for me. In addition to SEOG and Pell grants,
my husband and I will owe $10,000 in guaranteed student loans.
This debt worries me and my family tremendously.

Thanks to help from these grants and loans, and a lot of hard
work, I graduate in March and I expect to be employed soon after.

I would like to eventually continue my education but I do not be-
lieve I could do so if I incur any additional debt. Thank you for
helping me further my education, so that both my husband and I
can secure steady employment in our chosen fields. I hope that
greater emphasis can be placed on grants rather than loans, so
that needy students like myself can finally complete our education
and be productive members of society. Thank you.

[Responses of Ms. Genaw to questions submitted by Senator
Hatch follows:]
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9/16/85

Queations from Senator Hatch to all witnesses at Higher Education Reauthorization
hearings:

Please give me your thoughts, as you choose, on any or all of the folloving
problems:

1) the proper division of responsibility betveen student, parents or other
family, educational institution, the private sector, and government in
financing postsecondary education;

2) the proper balance betveen loans, grants, and vork in financial aid packages
in order to enaure a student's maximization of his education;

3) vhether or not more resources for financial aid should be channeled to
institutions for disburac'ent through them to students and why; and

4) vhether or not, and how, greater concern with a student's educational
achievement levels should be made a part of criteria for financial aid.
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Detroit Engineering Institute
Wetwating Seventy-Five roan of Quid* Educaticm

October 9, 1985

2030 Grand Rim
Detre% Mk10pn 45226

313/2324400

United States Senate
Committee on Labor and Human Resources
Subcommittee on Education, Arts k Humanities
SD-428 Dirksen Senate Office Building
Wasbington, D.C. 20510

To Wbom It May Concern:

Attacbed is tbe transcript of my remarks to the Subcommittee on
September 12, 1985. Corrections, both minor, are on pp. 72 and
74.

In response to Senator Hatch's question 11, I tbink for tbe
dependent student, tbe parents should have first responsibility.
If tbe parents are economically unable to uphold that obligation,
tben depending on the degree of need, the responsibility can be
divided between tbe student bimself or herself and the educational
institution, tbe private sector, and tbe government.

In response to Senator Hatcb's question 02, I can always appreciate
a good budget, and if schooling were more balanced in tbe financial
aid packages, tbere would be a considerable amount of decreases in
student loans. Tbe main reasons for loans then would be towards
supplies, books, transportation, and other school expenses.

In response to Senator Hatch's question N4, I think it is long past
due, establisbing the 2.0 requirement might also remind the student
tbat this financial belp must not be taken for granted. It migbt
also induce the student to be an achiever where otherwise he or she
would just "get by".

Sp.çerely,

Avauell M. Genaw, Student
Electronic Engineering Design Tecbnology

AMG/bms
Enclosure

Aatell*I
16611oVI aboaNylon
IVO. old Teaketal Meg*

529



524

Senator STAFFORD. Thank you very much, indeed. Miss Santiago,
we would be pleased to hear from you.

Ms. SANTIAGO. Distinguished members of the committee, thank
you for this privilege in allowing me to present my concerns over a
very important aspect of my life, my education.

I feel that my concerns will be an honest representation of the
concerns of most students who require aid for continuing and com-
pleting their education.

I am Ivette Santiago and I am a senior at Princeton University. I
am from a family of five, myself, my mother, and three sisters.

My mother's profession is a teacher of bilingual education for the
Trenton, NJ board of education. She graduated from Rider College
during my freshman year in Princeton.

I have an older sister who is also a graduate. She graduated from
Douglass College, part of Rutgers University. One of my younger
sisters is following in my mother's footsteps and studying at Rider
College, and the youngest has 2 years before she graduates. She in-
tends to go to an Ivy League school, too.

It is quite evident, therefore, that I an a very high need student,
as are my sisters, and my mother. All ;.ae members of my family
realize that we could not have attended any university if it were
not for the opportunities that exist in the Unit.d States for obtain-
ing a strong higher education.

Princeton definitely would have been unmanageable for us with-
out this opportunity, and therefore, it would have been just a
dream for me.

I am extremely grateful at this point to have been born and edu-
cated during a time when these opportunities were available, for I
realize that the options my mother had during her youth were lim-
ited. In fact for all practical purposes, they were nonexistent.

Despite the economic barriers that she faced, she did continue to
educate herself, but it was through great sacrifice on her part, a
sacrifice my sisters and I shared.

As a high aid student I am qualified to receive various forms of
support to continue my education. I receive scholarship loans and
college work study. The last of these three components of my finan-
cial aid package shall be the topic of this testimony.

The opportunity to work is very important to me as it enables
me to keep my loans to a minimum. College work study is not only
important because it provides me with a job from which I receive
an income that enables me to pay my tuition and other expenses,
but it also gives me exposure to a range of experiences that may
not have existed, if work study was not a part of my financial aid
package. During my 3 years, I have worked in the dining facilities
at Princeton as a research assistant for a professor in anthropolo-
gy, and as an assistant in the development office.

Along with my summer employment, I have earned over $6,000
in the past 3 years to support my education.

For the reasons stated above, I am very concerned about the're-
authorization of the College Work Study Program as I wish to see
it continue. It has been very important to my education and I feel
it has potential in helping students even more than it does now.
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One of my greatest concerns for the College Work Studjf Pro-
gram is the draining of funds from colleges, by adding programs
that are not benefiting high need students.

One of the ways in which the funds are being drained appears to
be in the set-aside programs attached to college work study. Even
though these programs are necessary and benefit society, such as
the education of illiterate adults, which is an increasingly signifi-
cant problem in our society, it does not seem reasonable that the
funds be drained from the college work study pool, which is intend-
ed to benefit needy students.

Important programs such as these should be given a higher pri-
ority and their own funding. Another program in which college
work study funds are used is the job location and development.
This program is as important for it allows students to attend col-
lege, where it would be impossible if they were not employed.

However, it is not designed for need-based students, though they
may participate, and therefore, it is not directed at what College
Work Study Program was intended to do originally.

Like adult literacy and other programs such as disaster relief, if
it is judged to be important, it should have its own separate funds
despite my reasoning that it does not serve the aid students in
need of college work study.

The above suggestions are elements that may be successful in
making college work study more efficient and encompassing for
needy students. However, with college work study itself, I also find
there is a definite need to alter regulations that may inhibit the
student's growth and participation within the program.

The area of greatest concern to me, for I have been personally
affected, is the summer college work study. I will conclude.

Senator STAFFORD. We will be glad to give you a minute to sum-
marize, if you would like.

Ms. DIXON. OK. Briefly, I ended up with a deficit because I had
to live away from home, of $500. This also happens, if I were to live
at home, I would have ended up with a deficit. Basically, I think
that the allowance that is allowed in summer earnings should be
increased in order to make up the deficit, and, that's about it.
Thank you very much.

[The prepared statement of Ms. Santiago follows:]
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STATEMENT OF IVETTE D. SANTIAGO

Distinguished members of the Committee, thank you for this

privilege in allowing me to present my concerns over a very

important aspect of my life, my education. I feel that my

concerns will be an honest representation of the concerns of

most students who require aid for continuing and completing

their education.

I am Ivette D. Santiago and I am a senior at Princeton

University. I'm from a family of five, myself, my mother and my

three sisters. My mother's profession is a teacher of bi-lingual

education for the Trenton, N.J. Board of Educations she graduated

from Rider College during my freshman year at Princeton. I have

an older sister who is a graduate of Douglass College, part of

Rutgers University. One of my younger sisters is following my

mother's footsteps and studying at Rider College and my youngest

sister has two years before she graduates from high school. She

has hopes of attending an Ivy League university.

It is quite evident, therefore, that I am a high need

student, as are my sisters. Whatever the reason for our economic

situation, we realize that we could not have attended any

university if it were not for the opportunities that exist in

the United States for obtaining a strong higher education.

Princeton definitely would have been unmanageable without this

opportunity. I am extremely grateful to have been born and

educated during a time when this opportunity is available,

for I realize that the options my mother had during her youth

were limited, in fact, for all practical purposes, they were

1
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non-existent. Despite the economic barriers that she faced, she

did continue to educate herself, but it was through great

sacrifice on her part; a sacrifice my sisters and I shared in.

As a high aid student I am qualified to receive various

forms of support to continue my education. I receive scholar-

ship, loans and College Work Study. The last of these three

components of my financial aid package shall be the topie of my

testimony. The opportunity to work is very important to me as it

enables me to keep my loans to a minimum.

College Work Study is not only important because it provides

me with a job from which I receive an income that enables me to

pay for my tuition and other expenses, it also gives me exposure

to a range of experiences that may not have existed if Work

Study was not a part of my financial aid package. During my

three years I have worked in the dining facilities at Princeton,

as a research assistant for a professor in the Anthropology

Department, and as an assistant in the Development Office.

(Along with my summer employment, I have earned over $6000 in the

past three years to suppmrt my education.)

For the above reasons, I am very concerned about the

Reauthorization of the College Work Study program as / wish to

see it continue. It has been very important to me and I feel it

could help students even more than it does now. One of my

greatest concerns for the College Work study program is draining

of funds from colleges by adding programs that are not benefiting

high need students. one of the ways in which the funds are being
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drained appears to be from set-aside programs attached to College

Work Study. Even though these programs are necessary and benefit

society, (for example, the education of illiterate adults, which

is an increasingly significant problem in our society), it does

not seem reasonable that the funds be drained from the CWS pool

which is intended to benefit needy students. Important programs

such as these should be given a higher priority and their own

funding. Also, it would eem reasonable that funds for aid

students not go to help students who do not have need.

Another program for which CWS money is used is the Job

Location and Development. This program is as important for it

allows students to attend college where it would be impossible if

they were not employed. However, it is not designed for need-

based students (though they may participate) and, therefore, it

is not directed at what the CWS program was originally intended

to do. Like adult literacy and disaster relief, if it is judged

to be important, it should have its own separate funds despite

the fact that it does not serve the aid students in need of

College Work Study.

The above suggestions are elements that may be successful

in making CWS more efficiea and encompassing for needy students.

However, within CWS itself, I find there is a definite need to

alter regulations that may inhibit the students' growth.and

participation within the program. The area of greatest concern

to me, for I have been personally affected, is the summer Work

study program. During this past summer I did not go home (I
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live in ll town in Penneylvsnial es I knew my chances ot

tiadise job was very smell. As a result. I accepted Work

uety sob elms te tee University campus in Princeton. Acoording

te regulatleas students who live swey from home ars allowed to

earn $400 wove their impacted summer arnings. With today's

prices that amouat is totally unrealistic. My actual budget tot

this summer III wookal west

Mousing $ 660
Peed 143
Clothlas 113

Toiletries 73
Mime bills

urfl

(college students do not neces-
sarily have clothes appropri-
ate tor most jobs or offices,

Sines the government only allows $400 ot the $1110. I faced

a detleit et $610. Pete. also. student lives at home the

maximum allessave ot toe espeases is $100. It the student were

to Smola fly Owe, Ithe cbeapest method) he or she would spend

$1.60 to sad from work dolly. *seise outside daily. $1.001 and

eget et eleeklag aeoeseary tor work $113. With these expenses

over sa 11 week peeled, the 000 &novenae is exceeded by

oPPronimetely $173. 1 think these allowances should be increased

to meet at least Our Male needs.

Along similike lines, 1 do net see why student should be

Ilmated la tee amuse helshe can earn duriag the school year. To

restrict work bears seems contrary to the work ethic we have in

this reentry. Additional work hours allow students to make an
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even more tangible contribution to their ducation and cut down

on the need for loans that have to be repaid.

Two other aspects that limit CWS students are noted in ly,

9 02 and 04.

"If an institution is ngaged in profit-making acti-
vities, work on such activities is not permissible
under CWS. Profit-making activities may include
the operation or rental of athletic fields,
auditoriums, theaters, parking lots, etc. For
xample, if the institution leases a facility to
a private sports club or organisation, any jobs
created as a result would not qualify as CWS
positions."

"Normally, employment in a foreign country is not
possible under the law...The employment of a
student as an assistant to an individual pro-
fessor on a field trip abroad or employment for
a non-profit organisation in a foreign country
is not permissible."

I find restrictions such as these unnec,amary. I feel that

students who can find jobs other than Work Study have a very

strong advantage, (in terms of their career development) compared

to students who must settle for jobs totally unrelated to their

field because of certain CWS restrictions. my situation could be

applied again to this regulation. I am a major in the Department

of Romance Languages and Literatures and also studying for a

certificate in Latin American Studies. I would have best gained

experience working abroad, for example by going to Columbia.

However, Work Study does not extend into foreign countries.

Several of my classmates did manage to do this, and they found

the experience very enlightening. It was an asset to their

education that was not available to aid students through CWS.
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I'd like to again thank you for the opportunity to present

this testimony. When one is caught up in all the confusion

and problems that occur in this society, it is of great relief

for me to witness the more hopeful attributes of this country.

I am even more grateful that I had the rare opportunity of

speaking for one aspect of this society that has been so import-

ant to me and my family, and of course, to all students who

have been given the opportunity to attain their goals. Thank you

very much.

ot .- e

Ivette D. Santi/ago '86

September 10, 1985
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Senator STAFFORD. Thank you very much, Miss Santiago. I am
going to ask both you and Mrs. Genaw the first question that
occurs to me. You were here when Senator Nickles proposed a C
average, or equivalent in the 4.0 system, to be recipients of Federal
aid. What would your reaction to that be, Mrs. Genaw? Do you
think that would be an undue--

Ms. GENAW.I think it is an excellent idea.
Senator STAFFORD. An excellent idea. What do you think, Miss

Dixon?
Ms. DIXON. I would like you to repeat the question. I did not

hear.
Senator STAFFORD. Yes. The question is, do you think requiring

students getting Federal aid to maintain a C average, or under the
4.0 system, a 2.0 average, would be an undue burden or an appro-
priate way to see that students are really getting something for
their money, and our money?

Ms. DIXON. I do not think that it is an inappropriate request
since it does give allowances to recuperate [sic] afterward, those
funds.

Senator STAFFORD. All right. Thank you both. Dr. Hackney,
would you have any specific recommendations for improving the
flexibility of the National Direct Student Loan Program? You have
covered these in your written text but I would ask you that here.

Dr. HACKNEY. Yes. If those funds, if provisions were there so that
some of those funds could be used for grants in order to reduce the
loan burden on students, I think that would be a highly desirable
thing.

Senator STAFFORD. What would your reaction be to Senator
Nickles' legislation requiring a C average?

Dr. HACKNEY. Yes. I have a bit more tolerance than the students
here who would be more affected by it. I do not have strong objec-
tions to it, strong feelings. It does seem to me a reasonable request
but I worry a lot about the different standards that do--

Senator STAFFORD. At different schools?
Dr. HACKNEY [continuing]. Pertain at different schools, and of

the possibility of taking student aid away from a student just at
the time that that student, because of some particular family prob-
lem or personal problem, most needs the support in order to get
back on the academic track.

Senator STAFFORD. Thanks. Dr. Hackney, many people question
the Federal Government's responsibility to pay for high cost
schools. Would you care to comment on this from the standpoint of
the University of Pennsylvania?

Dr. HACKNEY. I would. I think that goes to the very philosophy of
the Federal student aid programs. It is very important for the soci-
ety as a whole, that students have a chance not only to go to col-
lege, to advance their education, but to go to some school that is
particularly suited to their needs. So that is one thing, providing
access. The other thing that I worry a lot about is whether the aca-
demic atmosphere at schools such as the University of Pennsylva-
nia can be I guess vivified by the presence of students from all
sorts of backgrounds. We really are committed to the notion of di-
versity in the student body. We think that is the best sort of envi-
ronment for students to learn in, and from each other.
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If Federal student aid funds were not available, our student body
would be very different. It would come from a much more skewed
sector of society. That would be bad for us, educationally.

I think it is fair to ask students to bear some of the burden of
that cost of education in a private institution, and I think we do
that, but the returns to society in both happiness of individual
people and in contributions to society are going to be very great in
the future.

Senator STAFFORD. Does the University of Pennsylvania contrib-
ute to needy students from its endowment funds in order to splice
out the package so that some get there who otherwise couldn't?

Dr. HACKNEY. We do, indeed. This is some measure of our com-
mitment. In the last academic year, if I recall the figures correctly,
we used about $19 million of our own funds for grant aid, not
counting the loan program that we have also started. Nineteen mil-
lion dollars of our own funds. That means that we gave institution-
al funds, 5 institutional dollars for every dollar of Federal grant
money that came in to our students.

Senator STAFFORD. Thank you. Miss Santiago, does Princeton
contribute anything from its endowment funds to your mix of as-
sistance in going there?

Ms. SANTIAGO. Most of my s id package is scholarship. I believe in
this past year I received close to $9,000 in Princeton scholarship
money.

Senator STAFFORD. From Princeton itself. All right. Thank you.
Dr. Hackney, do you have a feelingsome suggest that higher edu-
cation has declined in the last several years?

Dr. HACKNEY. Actually, I do not. I do not know where you are
going with that question but I have--

Senator STAFFORD. I do not either but it is being said.
Dr. HACKNEY. We could go on all afternoon. I think there are

some very great dangers out there that I see. It is true that Federal
funds for student aid have declined, the real dollars available to us.
If that were to continue, it would be a real threat to the fiber of
higher education. I worry a lot about some of the things that Secre-
tary Bennett says, and where that might push Federal policy, but
that may be saved for another day. In intellectual vigor and in the
productivity of our educational programs, and scientific research, I
think we are in pretty good shape. 'We need to maintain it, though.

Senator STAFFORD. Good. I would comment this way: That we
had a very strenuous time maintaining the current level of funding
for higher educational programs. As I said this morning to the
panels and guests who were here then, we succeeded in maintain-
ing level funding only because the college community as a whole
stuck together, and looking ahead a matter of months, we may be
facing another difficult time, and I trust the colleges and universi-
ties, public and private of this country, will not permit themselves
to be pried apart and will remain united if we have to work hard
to keep these programs intact next year, in whatever form we may
think they ought to be.

I think that covers the questions I have in mind. Other members
of this committee who cannot be here might like to submit ques-
tions in writing, and would that be agreeable to you, to answer
them in that way?
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Dr. HACKNEY. Perfectly all right; yes.
Senator STAFFORD. We thank you very much, indeed, for joining

us this afternoon. Senator Grass ley may be coming in to make a
brief statement, and something has happened to the 2:30 rollcall
vote, so I think we will ask the next panel to come to the witness
table. The second panel this afternoon will be Dr. Patricia Rheams
who is director, cooperative education programs, Northern Virginia
Community College. Miss Lousa Thomas, Employer in the Coopera-
tive Program, Vienna, VA, and Miss Alicia Harper who is a co-op
student at Northeastern University in Boston, MA. We will go
ahead and go as far as we can, and Dr. Rheams, you are the lead
witness.

I might say as an addendum, that the Staffords raised four
daughters, the youngest, two of whom got a year ahead of them-
selves in high school and spent a year in the Northern Virginia
Community Colleges before they went on to further higher educa-
tion in New York and Vermont State. So why do you not go ahead
as the leadoff witness and we will go far as we can, finish if we can
before the rollcall actually occurs.

STATEMENT OF PATRICIA RHEAMS, DIRECTOR, COOPERATIVE
EDUCATION PROGRAMS, NORTHERN VIRGINIA COMMUNITY
COLLEGE, ALEXANDRIA, VA; LOUISA THOMAS, EMPLOYER IN
CO-OP PROGRAM, VIENNA, VA; AND ALICIA HARPER, CO-OP
STUDENT, NORTHEASTERN UNIVERSITY, BOSTON, MA

Mrs. RHEAMS. Well, Senator Stafford, thank you for the doctor-
ate, but I feel it is probably easy come, easy go, and when I get
back to campus they will not acknowledge it. As you said, I am a
director of the Cooperative Education Program at the Alexandria
campus of Northern Virginia Community College.

I am delighted to have this opportunity to tell you about my ex-
periences and my views on cooperative education. I have been in
the field for 15 years, at the high school level, at the university
level, and for the past 8 years, at one of the largest community col-
lege co-op programs in the country.

The values and the benefits that I have seen and experienced in
cooperative education are those that should make this program a
permanent part of our higher education policy.

Co-op programs help students bridge the gap between classroom
learning and the workplace. Students are placed in jobs directly re-
lated to their field of study. They earn academic credit and in-
comes, in addition to valuable professional and technical experi-
ence.

If good programs are said to be "win/win" situations, then coop-
erative education can only be called a "win/win/win/win" pro-
gram. The student, employer, college, and taxpayer all profit far
beyond their initial investments.

During the mid-1970's, Northern Virginia Community College re-
ceived an administrative co-op grant. Through this funding we
were able to establish successful programs that have been com-
pletely self-supporting for the past 5 years.

Today, our total enrollment tops 1,500 students per year. North-
ern Virginia Community College is almost a microcosm of our com-
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munity and students from each sector have benefited from coopera-
tive education.

Traditional transfer students pursuing the first 2 years of a bach-
elor's degree maintain that co-op helps them focus their career in-
terests.

Their parents report that co-op is often the factor that motivates
students to complete their education, and students are more seri-
ous when they are making an investment in their own education.

For many middle income families locked out of traditional finan-
cial aid, cooperative education is the student "self help" that allevi-
ates financial burdens. But for lower income students, in addition
to the needed financial aid, it often provides an entre into profes-
sional careers that would not normally be accessible to them.

Students training for careers upon completion of the associate's
degree see cooperative education as one of the few methods of get-
ting their foot in the door, in very promising but perhaps highly
competitive fields, such as computer programming or commercial
art.

Our students come in a variety of patterns. We have young, ag-
gressive "hot shots," struggling single parent% young retirees, mi-
norities and immigrants, displaced homemakers, "empty nesters,"
and blue collar and professional career changers.

Our society prides itself on the principle that an individual can
better himself through preparation and hard work, and cooperative
education provides that opportunity.

By its very nature, cooperative education is an integral part of
the community college philosophy. It provides a valuable link be-
tween employers, agencies, and programs in the community that
provide feedback to the college on our curricula and programs.

Through cooperative education, we are able to enhance the scope
and depth of our students' education and training. Students are ex-
posed to state of the art equipment and systems that are not avail-
able at the college. Our instructors claim that co-op provides class-
es with students whose motivation, enthusiasm, and practice expe-
rience not only keep them on their toes but help to motivate other
students as well.

Our administration appreciates a program that can recruit stu-
dents to the college, keep them motiviated to graduate, and pro-
duces well-satisfied, professionally employed graduates.

Cooperative education is an investment in which taxpayers not
only reap an immediate dividend in student income taxes but
which pays a continuing annuity in terms of self-sufficient, high-
earning citizens who truly earned a future when they earned a
degree.

When your constituents fully understand the benefits of coopera-
tive education, it will be one of the most popular programs you
have ever supported. Starting in October, thanks to a massive,
lengthy public service campaign by the ad council, millions of
American students and their families will understand and demand
cooperative education. We must act now to ensure that these pro-
grams can meet that demand.

I would like to conclude my remarks, Mr. Chairman, by endors-
ing Senator Grass ley's bill, S. 1338. Thank you and the members of
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this committee for allowing me to present my views on cooperative
education.

[The prepared statement of Mrs. Rheams and responses to ques-
tions submitted by Senators Weicker and Hatch followd
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Testimony of Pat Rheams,
Director of Cooperative Education,

The Alexandria Campus of Northern Virginia Community College

before the

Subcommittee on Education, Arts and Humanities
Committee on Labor and Human Resources

United Statee Senate

September 12, 1985

Mr. Chairman and Members of the Committee:

My name is Pat Rheams, and I am the Director of Cooperative Education at
the Alexandria Campus of Northern Virginia Community College. / am
delighted to have this opportunity to share with you my views and
experiences with Cooperative Education. / have worked in Co-op for 15
years--at the high school level: the university level: and, for the past
eight years, in one of the largest community college programs in the
nation. The values and benefits that / have witnessed and that have
energized me in such a satisfying career are those that should ensure
that Cooperative Education be made a permanent part of our nation's
higher education policy.

Cooperative Education programs help students bridge the gap between
classroom learning and the workplace. Scudents are placed in jobs
directly related to their field of study. They earn academic credit and
an income while they gain valuable professional and technical experi-
ence. /f good programs are "win/win" situations, then Cooperative
Education can only be described as a "win/win/win/win" program. The
student, employer, college, and taxpayer all profit far beyond their
initial investments.

During the mid-1970's the Alexandria and Annandale campuses of Northern
Virginia Community College were the recipients of administrative Co-op
grants. Through this funding we were able to establish successful
programs that have been completely self-supporting for the past five
years. In addition, the College has initiated programs on the three
smaller campuses, and college-wide Co-op enrollment now tops 1,500
students per year.
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Northern Virginia Community College is almost a microcosm of our
community, and students from each sector have benefitted from Cooperative
Education. Traditional transfer students, pursuing the first two years
of a bachelor's degree maintain that Cooperative Education helps them
focus their career interests. Their parents report that Co-op is the
factor that keeps students motivated to complete their education, and
students become more serious when they are making a substantial invest-
ment in it. For many middle-income families locked out of traditional
financial aid, Cooperative Education is the student self-help" that
alleviates financial burdens. But for lower income students, Cooperative
Education not only provides much-needed financial assistance, but an
entre to professional positions that might not otherwise be accessible to
them. Students training for careers upon completion of the associates
degree see Co-op as one of the few methods of "getting their foot in the
door" in promising, yet highly competitive fields such as computer
programming and commercial art. These students come in wide varietiest
young, aggressive "hot shots"; struggling single parents; minorities and
immigrants; displaced homemakers; "empty-nesterel young retirees; and
blue collar and professional career changers.

It is estimated that workers will go through Liy, career changes in their
lives--not job changes, but career changes. Career change can be
voluntary or involuntary. /t covers a multitude of situations, unem-
ployment, underemployment, dead-end jobs, burn-out, new-found ambition,
and new interest in emerging fields. These changes ace usually very
difficult both financially and emotionally and can be devastating to
families who are used to relative security. When such changes require
additionul education and/or retraining, Cooperative Educ?'ion at the
community college can be an effective, efficient method of retooling the
nation's workforce. Our career-change students, many of whom have higher
degrees, report that their spouses, parents, and even children are more
patient with this difficult process when they can see the payoff
materializing through Cooperative Education. Although most older
students are forced to make severe sacrifices in order to participate in
Co-op, they say that the outcomes are worth the investment. Our society
prides itself on the principle that individuals can better themselves
through preparation and hard work, and Cooperative Education provides
that opportunity.

Our employers marvel at the motivation and enthusiasm of our students,
who often infuse these qualities in the permanent staff who train them.
Freed from entry-level activities performed by our students, professional
staff can produce and perform at levels commensurate with their pay and
experience. While some employers smooth out workforce gaps with part-
time, temporary student employees, most of our employers view Cooperative
Education as an inexpensive and efficient recruitment and training
program. In fact, BO% of our Co-op students remain with their employers
upon graduation.

By its very nature, Cooperative Education is an integral part of the
community college mission. It provides a valuable link to employers,
agencies, and programs in the community which provide feedback to the
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college on our curricula and programs. Through Cooperative Education we
are able to enhance the scope and depth of our students' education and
training. Students are exposed to equipment and systems that are too
expensive or specialized for the college to provide. Our instructors
claim that the Co-op program provides classes with Co-op students whose
enthusiasm, motivation, and practical experience not only keep them on
their toes, but help to motivate other students. In these times of
level or slightly declining college enrollments, our administration
appreciates a program that can recruit students to the college, keep them
motivated to graduate, and produces well-satisfied, professionally-
employed graudates.

Cooperative Education is the investment in which taxpayers not only reap
an immediate dividend in student income taxes, but which pays a contin-
uous annuity in terms of self-sufficient, higher-earning citizens who
truly earned a future when they earned a degree. When your constituents
fully understand the benefits of Cooperative Education, it will be among
the most popular programs you've ever supported. Starting in October,
thanks to a massive, lengthy public service campaign by the Ad Council,
Cooperative Education will be understood and demanded by millions of
American students and their families. We must act now to ensure that
these programs can meet that demand.

I would like to conclude my remarks Mr. Chairman, by stating that the
Association of Community College Trustees and the American Association of
Community and Junior Colleges have officially endorsed Senator Grassley's
bill, S.1338, as representative of the community college recommendations
for the ieauthorization of the Cooperative Education title of the Higher
Education Act. 8.1338 addresses positively these community colleges
concerns:

1) Cooperative Education should continue to be authorized
as a separate title of the Higher Education Act.

2) Authorization levels should be increased. The program
has been statically authorized at $35 million for the
past five years (FY 1981-85) and it has been only level-
funded for the past three years at $14.4 :Anion. The
Grassley bill establishes authorization levels at $50
million for FY 1986 increasing each year in $5 million
increments to a ceiling of $70 million for FY 1990.

3) Current law allows a college funding for cnly five years.
A mechanism is needed to allow institutions with successful
programs, after exhausting their 5-year grant funding limit,
to be able to reapply for grant monies--aftlx they hays
demonstrated that they will maintain the program at the
level of combined funding at the fifth year. Senator
Grassley's bill contains such a provision.

4) Current law wording that appears under section 802d of the
current law should be retained in the reauthorization.

- 3 -
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Language in this section lists factors for special considera-
tion of applications, and includes a preference for institu-
tions that have academic programs in place that have shown
that they are favorably received by employers. Senator
Grassley's bill, 8.1338, contains this language.

Mr. Chairman, I again want to thank you and the members of this distin-
guished committee for allowing me to present my views on the reauthoriza-
tion of the Cooperative Education title of the Higher Education Act.

-4 -
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Responses to Questions by Senator Lowell Weicker
to Ms. Patricia Rheams, Director of Cooperative Education,
Northern Virginia Community College, Alexandria, Virginia

Qatitim_Humbn_I

Ms. Harper testified that a potential disadvantage of Coopera-
tive Education is the extended time a student may stay in
school. Conedering the concerns we all have regarding the
debt student incur while pursuing postsecondary education,
how does a program which extends the student's time in school
help finance that student's education?

ULM=
Participation in Cooperative Education does not necessarily
extend a student's time in school. /n cases in which it does,
no additional college expenses or debts are incurred. The
benefits of Cooperative Education far outweigh any additional
time invested.

Ms. Harper attends Northeastern University, one of the few
institutions that have a very rigid five-year Co-op program.
Most Co-op programs do 1121 automatically extend the time
students stay in school. All community colleges and many
urban and suburban four-year colleges operate a "parallel"
Co-op program in which students attend school full-time each
term and work part-time year-round. Often, these continuous
part-time Co-op positions replace part-time jobs not related
to student's career fields that students would work in
anyway. Many colleges, including ours, operate an "alternat-
ing" Co-op program which utilizes summers for either full-time
work or study, thus diminishing the time students extend
their studies. Many colleges, like ours, build Co-op learning
experiences into the curriculum; Co-op actually replaces
courses that students would normally have to take.

In institutions where Co-op does postpone a student's gradua-
tion date, the extra time is spent earning income that helps
offset college expenses. In this case students are Q21
incurring an additional year of college tuition, which is
often the major expense. Statistics show that starting
salaries and promotions of Co-op graduates significantly
exceed those of non-Co-op graduates, so many students gladly
wish to extend their programs to take advantage of Cooperative
Education.

At Northern Virginia Community College our students generally
choose to "spread out" their.education to make it easier to
participate in the Co-op program. To a person, they report
that the enhanced education and professional experiences were
well worth the additional time and effort they invested in
Cooperative Education.
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Question Number IX

In FT 185, the administration proposed the termination of the
Cooperative Education program and the inclusion of Cooperative
Education activities under a modiried Work Study program.
Although the 98th Congress did not enact this proposal, it has
been suggested that the consolidation of these two programs
would result in increased flexibility in program operation
for the institutions.

What is your opinion of such a consolidation?

112.112.012

I believe that a consolidation of Cooperative Education
programs with the College Work Study program is philosphically
unsound, and would cause tremendous conflicts between finan-
cial aid and Cooperative Education staff at many colleges, and
would diminish or kill Cuoperative Education at many institu-
tions.

The Cooperative Education community has strived to distinguish
itself from the College Work Study program. For, although
Cooperative Education has both a "work" component and a
"study" component, financial assistance is merely an auxillary
benefit. It is neither the focus of the program nor even the
primary benefit. Cooperative Education is an academic program
designed to better integrate the theories of the classroom
with the practices of the work world. The most important
benefit, as most of our students report, is the opportunity to
"break into the career field" and gain the professional or
technical experience most employers require. Cooperative
Education is the great equalizer that brings opportunity to
those students who can appreciate its values--regardless of
financial means or need.

A consolidation of Coc'erative Education with College Work
Study would also result in the loss of valauble research and
training programs that are necessary to the growth and
development of Cooperative Education.

The goal of federal Cooperative Education funding has been to
initiate and expand Co-op programs so that they are eventually
totally supported by the institutions. /f additional funds
were to be allocated as a result of consolidating Co-op with
Work Study, many institutions would rely on the "soft" money
and save the Co-op budget for other programs not federally
funded. /f no additional funds were allocated, Cooperat!ve
Education would be put in the position of having to compete
for funds with financial aid, another important but distinct
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posersa et the iftetitetimo. As colleges rely OR IMO College
Mork lied, priers, to provide students with toads needed to
enroll end centimes st the college in oddition to providing a
pool et °cheep labor' to staff the collegv, it is obvious that
even in a tie, Cooperative !Creation would less. As it is,
newt finaneial aid directors, with the fell support of college
edministraters, till en -copes sea -career -related cork study

:::gions tether than referring students to the Cooperative
lion offiee ter eerier related, off-eampue positions. To

consolidate these programs would only aggravate these prob-
lems. Those eencorna and others were voiced to Mr. limberling
et the 10.1. Department et lidecation. iko wee very sympathetic
to eer conserne, and the ides of consolidation was not pursued
further.

ny segoestion is to *spend fending for both programs, perhaps
by diolitiabing great and loan programs, for this shifts the
solids* of t:nancing ducation to the student. when
students ere eatere and motivated enough to invest in their
owe 'WI/rations, they will not waste the opportunity.
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9/16/85

Questions from Senator Hatch to all witn 00000 at Higher Education Reauthorization
hearingsi

Please give me you- thoughts, as you choose, on any or all of the following
problemal

1) the proper division of responsibility between student, parents or other
family, educational institution, the private sector, and government in
financing post-secondary education;

2) the proper balance between loons, grants, and work in financial aid packages
in order to ensure student's maximisation of his education;

3) whether or not more resources for financial aid should be channeled to
institutions for disbursement through them to students and why; and

k) whether or not, and how, greater concern with student's educational
achievement levels should be made pert of criteria for financial aid.

Response to Ouestions by Senator Orin Hatch
to Ms. Patricia Rheams, Director of Cooperative Education,
Northern Virginia Community College, Alexandria, Virginia

As Cooperative Education is an academic, rather than a
financial aid program, / do not feel it appropriate to respond
to questions prioritising financial aid devices. /t is my
personal opinion that financing education is the student's
responsibility: however, it is in the interest of the government
to encourage student work programs such as Cooperative Education
and College Work Study. When students are mature enough and
motivated enough to invest in their educations, they will not
waste the opportunity.
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Senator STAFFORD. Thank you very much, Dr. Rheams, and now
we are going to have to take a temporary recess because the roll-
call has been started, and the chairman is going to have to go over
to vote and come back. So we will let the committee stand down for
about 15 minutes while I get that done.

[A recess was taken.]
Senator STAFFORD. The committee will please come to order and

we will resume right where we stopped. Miss Thomas, we were
about to hear from you, and you probably have heard us explain,
we have the red, green lights here. You have 5 minutes on the
green; then you are on the red. And you are on the green.

Mrs. THOMAS. Thank you. One small classification. That is a Mrs.
Thomas, not a Miss, just as she was not a doctor.

Mr. Chairman and members of the committee, my association
with cooperative education began as a student at Northeastern
University. I needed the opportunity to earn a substantial part of
my tuition costs and to balance the intensiveness of formal class-
room training with a more inner active on-the-job training environ-
ment.

The opportunity to apply my classroom experience so quickly on
the job helped me to focus and to redefine my interests, and to
pursue courses that were more closely related to my postgradua-
tion desires, than just taking courses to meet graduation require-
ments. I maximized my learning experience because I had a basis
for building curriculum rather than just taking time out and filling
requirements.

Even as a student I could see how time-consuming and expensive
it was to develop co-op positions with employers. Classmates were
unable to be placed in jobs pertinent to their degree and the reason
cited repeatedly was a shortage of funds, no money to hire coordi-
nators who could in turn do job development. It was frustrating for
all of us.

Including my co-op work experience on my resume provided me
with a definite edge over other graduates. I did not have typical
summer job experience. My experiences were comprehensive, job
related, and developmental.

My second exposure to cooperative education began with the U.S.
Army Engineering Systems Command. When Northern Virginia
Community College pursued their job development efforts in 1980,
my supervisor, remembering my co-op background, assigned the co-
op program to me.

With the support of our commander, co-op positions were reallo-
cated, and management and control was centralized. The command
benefited from the very beginning of the program. We were finally
able to draw into the organization highly qualified, well educated
students. Some supervisors were predictably hesitant at first, but
workshops created a more positive environment. The quality of the
students' work was extremely commendable, and as always, good
news traveled fast.

More and more supervisors wanted their own student, and the
number of positions allocated for co-op rose to over 24 by 1982, the
potential for over 28 students.

5 51



546

Supervisors assigned time-consuming tasks or projects, otherwise
undone, to these students in exchange for on-the-job training. Man-
power problems were eased.

Students were considered an asset and supervisors found it easy
to evaluate their potential by merely observing their day-to-day
performance on the job.

Most of the students that came to us already had the courses we
were sending employees out to take. Slowly but surely, co-op stu-
dents became an integral and an invaluable part of our work force.

Supervisors wanted to higher students permanently after gradua-
tion. They wanted to keep the trained team member that had
worked for them so hard, and it was this aspect of cooperative edu-
cation that was the most difficult for us as Federal employers.

The Federal regulations limited the salary we could start co-op
students with, and private industry was paying a premium to those
same students because they had work experience.

So eager was the command to retain their co-op students, that a
tutition assistance program was implemented in December 1984.

As a result of that program alone, in the last six months five stu-
dents have already become permanent Federal employees.

The educational needs of the work force of the future will contin-
ue to demand more and more specialization. Students will be re-
quired to decide much sooner what direction their work life will
take.

Those decisions demand as much input as we can possibly pro-
vide and nothing provides more impact than real work situations.

The opportunity to experience work is an invaluable tool in the
development and training of all students. Employer demands will
likewise require more and more specialization.

The time and expense to recruit new employees is already pro-
hibitive. Large corporations are so aware of the high cost of re-
cruitment that many are establishing their own temporary staffing
offices as a clearinghouse for potential employees, exactly what co-
op will do for them for less. The need for cooperative education pro-
grams continues to grow as we come before you, and attempt to
convey the vital part it plays in the development of a productive
and working economy. I only hope that we will be successful in
that attempt. Thank you.

[The prepared statement of Mrs. Thomas follows:]
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TESTIMONY OF LOUISA A. THOMAS

Co-owner of Creative Courier Service, Inc.

Former Branch Chief and Cooperative Education Director
with the U.S. Army Information Systems Engineering Command

Subcommittee on Education, Arts and Humanities

Committee on Labor and Human Resources

United States Senate

. September 12, 1985

Mr. Chairman and members of the committee, my association with
Cooperative Education began as a student at Northeastern University
in Boston, Massachusetts. My primary reason for selecting
Northeastern was the opportunity to earn a substantial part of my
tuition costs and to balance the intensiveness of formal classroom
training with a more interactive on-the-job training environment.

Although I did not receive course credits for my Cooperative
Education assignments, my work periods were a requirement for
graduation. The opportunity to apply my classroom experience so
quickly on-the-job helped me to focus and re-define my interests
and to pursue courses that were more closely related to my post
graduation desires than other courses might have been. In

retrospect I feel that I maximized my learning experience because I
had a basis for building my curriculum rather than a need to select
courses to fulfill graduation requirements for total hours.

My experience as a student also presented me with the
opportunity to see how time consuming and expensive it was to
develop Co-op positions with employers. Many of my fellow
classmates were unable to be placed in jobs pertinent to their
degree. The reason cited over and over again was the shortage of
funds to hire more coordinators who could in turn do more job
development. It was frustrating for all those concerned.

When I began job hunting in my senior year, I learned quickly
that including my Co-op work experience provided me with a definite
edge over other graduates. I didn't have the typical summer job
experience they had. My experiences were comprehensive,
job-related and developmental. My decision to move to the
Washington Metropolitan area was the only reason I did not stay on
with my last Co-op employer.

My second exposure to Cooperative Education began with the
U.S. Army Information Systems Engineering Command. I was a
senior instructor for advanced Data Processing courses when
Northern Virginia Community College began their job development
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efforts with our Employee Development Office. my supervisor,
remembering my Co-op background, assigned the Co-op program to me
after several attempts with other offices.

The Command's involvement was slow at first, but persistence
and a firm belief in the Cooperative Education process began to pay
dividends. With the support of our Commander, General Donald R.
Lasher, Co-op positions were re-allocated and management and
control was centralized in the new Career Management Branch. The
Command benefitted from the beginning of the program. We were
finally able to draw into the organization the highly-qualified,
well-educated students studying locally and eventually from as far
away as Colorado.

Some supervisors were predictably hesitant at first, but
workshops and training sessions created a more positive environment
for the first students that were hired. The quality of their work
was extremely commendable and, as always, good news travels fast.
As more and more supervisors asked for "their own" student, the
number of positions allocated for Co-op rose to over twenty-four in
just
1 1/2 years.

Middle management was responding positively to the influx of
both new ideas and eager employees. Superviors could assign
time-consuming tasks or projects otherwise undone to these students
in exchange for some on-the-job training time. Manpower problems
were eased by the presence of the Co-op students. Students were
considered an asset. Supervisors found it easy to evaluate the
potential of each student by observing their day-to-day performance
on-the-job. Most students already had the courses that other
employees were being sent to take. Slowly, but surely, Co-op
students became an integral and invaluable part of the workforce.

Supervisors wanted to know how they could hire students
permanently after graduation. They wanted to keep their highly
motivated, already trained team member. It was this aspect of
Cooperative Education that was so difficult for us as federal
employers. Supervisors wanted desperately to hire their students
after graduation and students wanted to remain working in the
organization that had trained them and nurtured their loyalty. The
problem was money. Federal regulations limit the starting salary
of Co-op students and private industry pays premium salaries for
students with quality experience.

So eager was the Command to retain ther Co-op students that I
was successful in developing and implementing a tuition assistance
program. The program attempts to offset student expenses and
perhaps eliminate the necessity of borrowing funds to finish school
only to face loan payments after graduation. The program has been
in operation approximately one year with students willingly signing
an agreement to remain with the Command for an amount of time equal
to the classroom training for which they were paid.
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The educational needs of the workforce of the future will
continue to demand more and more specialization. Students will be
required to decide much sooner what direction they want their work
life to take. Those decisions demand as much input as we can
possibly provide and nothing provides more impact than actions.
The opportunity to experience real work situations are an
invaluable tool in the development and training of all students.

Employer demands will likewise require more and more
specialization. The time and expense to recruit new employees is
already prohibitive. Large corporations are so aware of the high
cost of recruitment that many are establishing their own temporary
staffing offices as a clearing house for potential permanent
employees.

The need for Cooperative Education programs continues to grow
as we come before you and attempt to convey the vital part it plays
in the development of a productive and working economy. I only
hope that we will be successful in that attempt.

Senator STAFFORD. Thank you very much, Mrs. Thomas. A very
valuable member of our committee, and the President pro tem of
the Senate, Senator Thurmond has joined me, so Senator, if you
have a statement, this would be a good time to make it.

STATEMENT OF HON. STROM THURMOND, A U.S. SENATOR FROM
THE STATE OF SOUTH CAROLINA

Senator THURMOND. Thank you very much, Mr. Chairman. I ap-
preciate your courtesy which is always characteristic of you.

It is a pleasure to be here today to receive testimony on reau-
thorization of the Higher Education Act. I have had a life-long in-
terest in education. My career as a public servant began as a teach-
er and athletic coach. The first elected office I held was county su-
perintendent of education.

Throughout my tenure as a State senator, Governor of South
Carolina, and U.S. Senator, I have always believed that there is no
area more important to the future of our Nation than education.

For this reason; Mr. Chairman it is indeed an honor and a privi-
lege to sem e as a member of this subcommittee with you.

Since 1965, millions of Americans have been able to achieve the
American dream of obtaining their postsecondary education be-
cause of the Higher Education Act. In preparing for those hearings
I know that in the 1984-85 academic year, Federal spending for al:
higher education programs is expected to exceed $6.7 billion.

Approximately $6.2 billion of this spending total was devoted to
student financial aid programs under title N. Since 1979, funding
for the Guarant.led SLadent Loan Program has grown from less
than $1 billion to $3.1 billion. In our efforts to contain and reduce
Federal spending, these increases are significant and call for care-
ful review.

The student beneficiaries of the financial assistance provided by
this act must better understand that these programs are intended
to be an investment in their future and also,, in the future of our
Nation.

Consequently, such a large investment must be treated with ma-
turity and responsibility. It is tragic that loan defaults in the Guar-
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anteed Student Loan and the National Direct Student Loan Pro-
grams currently exceed $3 billion.

It is also unfortunate that there are no specific standards for aca-
demic performance applied to a student receiving Federal financial
assistance.

A recent report from the General Accounting Office found that
20 percent of Federal student aid recipients had less than a 2.0
grade average, which was required for graduation in their respec-
tive postsecondary institutions.

Ten percent had less than a 1.5 grade point averaga. Because our
Government has invested so much, it is reasonable to mandate that
during the postsecondary education, and afterward, the student
should be serious and responsible in pursuing his or her education-
al goals, and also, in repaying these obligations. In this regard I am
pleased to join Senators Quayle and Pell as a cosponsor of S. 491
which would improve collection of defaults on student loans and
help prevent future defaults.

I also recently cosponsored S. 1537 which would establish an aca-
demic standard for students receiving Federal financial aid. That
legislation was initiated by Senator Nickles and by the distin-
guished ranking member of this subcommittee, Senator Pell.

It is my hope that the necessary reforms these bills address will
be included in this reauthorization bill. I have also been a long-
time supporter of title III programs for developing institutions.

Prior to the recess, I introduced Senate Joint Resolution 186
which would designate the week of September 23, 1985, through
September 29, 1985, as "National Historically Black Colleges
Week."

I was delighted to have 57 Senate colleagues cosponsor this reso-
lution.

Mr. Chairman, thank you for your efforts and achievements in
the higher education area, and for scheduling 10 subcommittee
hearings on this important reauthorization bill. I look forward to
working with you and the other members of the subcommittee in
drafting this legislation.

I also wish to thank all the witnesses, who have given unselfishly
of their time to testify at these hearings.

Regrettably, scheduling conflicts prohibit me from attending the
full hearing today; however, I look forward to reviewing the testi-
mony which is being presented.

Thank you very much, Mr. Chairman.
Senator STAFFORE. Thank you very much, Senator Thurmond, for

a very good statement. We look forward to working together on
this very important project of ours. Now, Miss Harper, we will be
very happy to hear from you.

Ms. HARPER. Thank you, Mr. Chairman. Mr. Chairman and
members of the committee, I would first like to take this opportuni-
ty to thank you for allowing me to testify before you today. My

Alicia Harper and I am a middler at Northeastern Univer-
sit:, injoring in electrical engineering.

I have already explained in my written testimony my reason for
attending Northeastern, the deciding factor being its excellent co-
op program. I would only like to reiterate at this time some of the
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comments I made about co-op in my written testimony. However,
in the interests of time I shall be more concise.

The advantages of co-op are many; however, I have chosen only
the more obvious advantages to emphasize my point, the first of
these being the income earned while on co-op. I can safely say, that
if it were not for the income earned on co-op and money received
from private funds, my survival at Northeastern would be just
that, survival.

I do not wish to create any misunderstandings. It is virtually im-
possible to completely cover tuition cost with this income; however,
it does help to alleviate these costs. The invaluable experience and
knowledge gained while on co-op are other advantages of co-op. For
the two co-op employments I have experienced, the practical expe-
rience from Solid State Scientific, Inc., and the theoretical experi-
ence from the Naval Air Development Center, has definitely broad-
ened my scope of engineering.

A very important advantage of co-op is the greater change of
landing exceptional employment after graduation. An employer is
more likely to hire someone who not only has the degree but the
work experience to back it up, than he is to hire someone with the
same credentials, minus the work experience.

I would also like to mention a few other advantages without
going into detail, these being the opportunity to go on a co-op
abroad, the independence and self-esteem one experiences while on
co-op working in one's field of study, and finally, the break from
the tedious, often monotonous activity of the classroom.

These may be infinitestimal on paper but they carry a great deal
of weight in the real world. I have mentioned these few advan-
tages; now for the sake of debate, I shall mention some disadvan-
tages of co-op.

In trying to formulate some disadvantages of co-op, however, I
found it hard to say anything negative about co-op programs, yet I
was able to think of a few, that for me, proved to be negligible
against co-op advantages. One disadvantage to some co-op students
is the inability to find co-op employment in their area of study;
however, a great deal of this depends on the student.

Although I have not experienced this misfortune, this could be
crucial to a co-op student for it negates the whole objective of co-op.

A student, in my opinion, might as well attend a noncooperative
institution if he or she fails to gain employment in their field of
study.

This brings me to another disadvantage of co-op, that being the
nonavailability of good co-op employment. Too few companies are
willing to open their doors to co-op students.

The remedy here would be to solicit more companies to foster a
co-op program, emphasizing the benefits they would receive. As you
can see, my endorsement of co-op is very strong.

I weighed these same advantages against these disadvantages in
choosing a cooperative educational institution. The advantages
simply carried more weight. I would strongly recommend it to
anyone interested; however, co-op is not for everyone.

Many choose to continue straight through school without work-
ing between. Co-op only offers an alternative for students who
want to get a taste of what they are studying. One may say that it
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can definitely influence a .erueent's future, by experiencing their
major outside of the classroom in the real world, and so they can
decide if that particular career is what they really want. This is
one thing that I am thankft w eo-up for.

I have experienced engineei ing and have definitely decided i1 is
what I want. In conclusion, I would have to contend that co-op is a
definite asset to any institution and frir the student who is willing
to make it work, it will also prove ii worth. Thank you.

[The prepared statement of M. Harper and responses to ques-
tions submitted by Senators Weick,.r :And Hatch follow:]
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September 9, 1985

To The Education, Arts and humanities Subcommittee:

I would first like to take this opportunity to thank you for allow-
ing me to testify before you today. Ny name is Alicia harper anc
I am a middler at Northeastern University, majoring in Electrical
Engineering.

Northeastern, one of the nation's oldest cooperative edncational
institutions, has just celebrated ite 75th year as being zuoh.
Being as though I have ventured on two co-op experiences, I can
certainly vouch its excellence. There were several institutions
that I was interested in attending, however, the co-op opportunity
at Northeastern, its most salient characteristic, influenced my
decision to attend Northeastern.

Co-op has very obvious advantages that I wish to convey at this
time and also relate these advantages to my own co-op experiences.
Its most enjoyable advantage is the income earned which helps to
alleviate tuition costs ant other expenses that arise. However,
I must emphasize that even with the highest income a student receivt
it is impossible to expect one to allocate hie total income to tuit:
due to these various expenses. A co-op student earns anywhere from
$4.00/hr to b12.00/hr, sometimes more or lees depending on the major
of the student and the employer. The income I received from my
co-op employment ranged from 44.00/hr to $5.25/hr. I can safely
say that if it were not for this income and money received from
private funds, my survival at Northeastern would be just that,survivall

Another valuable asset of co-op is the invaluable experience and
knowledge gained. I was most fortunate to acqulre as my first co-ol.
experience, employment at Solid State Scientific, Inc. Ey second
co-op employment was with The Naval Air Development Center, warmin-
ster,21. At Solid State, I held two positions, one of which was
an aligner. I operated a machine that photographed images of a circuit
onto a wafer. After going through several other processes, the final
product was that of a micro-chip. hy other position dealt with the
inspection of these micro-chips, titled operator. I made various
tests of the integrated ciroults to check their efficiency. aorking
at Solid State offered me knowledge of the practical aspects of
engineering. I becamc familiar with the various components of a
circuit and their functions.

The Naval Development Center offered a slightly different approaoh
to engineering. Ey mind became the important tool, more so than my
hands. I worked with other engineers in addition to Digital computers
meeting deadlines to complete projects, one of which was the updating
of the Naval P-3C land-based aircraft. I attended meetings with other
engineers and gave input as to how we should handle our particular
project. I was given definite responsibilities and proper training
to meet those responsibilities.
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In continuing with the list of advantages of cooperative education,
I must also include the opportunity we have to work abroad in our
International Co-op Program. In this program, a student may Fo abroac
to work for a minimum of six months. The alluring feature here is
the opportunity available to us to function in another society and
learn the ways of its people. This is a definite way to broaden
one's horizons which 1 hope to take advantage of in the future.

Still another advantage is the independence and self-satisfaction
gained while on co-op. On a more personal scale, I have never felt
more pleased with myself then when I am working in the capacity of
an engineer. Being given various responsible tasks and being able
to fulfill those responsibilities is very rewarding.

I must also add an advantage of co-op that is a personal favorite
This is the idea that co-op tends to break up the monotony of tiie
classroom. After learning material in the classroom I am eager to
test my knowledge n the working world during co-op.

Finally, another advantage is the greater chance of landing an ex-
cellent job after graduation. lath the work experience and the final
degree, an employer is more likely to choose that person over some-
one who has the same degree, but lacks the work experience.

I have introduced several advantages of the cooperative education
program now I shall mention some of its disadvantages, some of which
may appear to be negligible after being made aware of co-op advan-
tages.

I was not only very fortunate in acquiring two valuable co-op ex-
periences, but finding co-op employment in my area of study was a
blessing in itself. However, many of my fellow-students have not
had the same good fortune. This is one definite, very crucial dis-
advantage of co-op. I say crucial for the simple fact that it negateb
the whole objective of co-op. I feel that a person is shortchanged
and might as well attend a'non-cooperative institution if he fails to
gain employment in his area of study.

This brings me to another disadvantage to co-op which is the non-
availability of good co-op employment. There are too few companies
willing to open their doors to oo-op students. I believe that if
we can persuade more companies to foster a co-op program, all involved
would do nothing short of benefit. The co-op student would gain
considerable experience, the employer, a chance to bring in fresh,
new talent that may prove to be a lucrative investment, and the
institution, another company with which to refer students.

Another disadvantage of co-op, if it may be considered as such,
would be the extended academic time of five years as opposed to that
of a normal, four year college. However, this would be negligible
when one considers the advantages of co-op.

It is obvious that in weighing the advantages of co-op against its
disadvantages, the advantages surely carry more weight. As one may
see, I strongly endorse the cooperative education program. I think
that if given the chance, it will always work to the advantage of a
student.. If I had to choose it again over a normal four year college,
I would definetly make the same decisiOn. Co-op has been nothing
short of good to me, and I appreciate any opportunity to encourage
someone to take advantage of it.
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Senator STAFFORD. Thank you very much, Miss Harper. If you
were in the hearing room earlier, you heard Senator Nickles and
his proposal in legislation for a student to be required to maintain
a 2.0 or a C average to receive Federal financial assistance. I
wonder if you would be willing to comment on what you think of
that idea. Miss Harper, would you like to lead off'?
MS. HARPER. I believe that this proposed legislation is appropri-

ate for it serves as an incentive for a student to excel academically,
knowing that he or she may lose Federal financial assistance.

I find this to be very true for myself. I strive to maintain a high
average for many reasons, but the most important being to contin-
ue receiving financial assistance.

Senator STAFFORD. Thank you. Mrs. Thomas.
Mrs. THOMAS. As an employer we insisted on a 2.5 or better. I

think a lot of it has to do with the technicality of the field in which
the student is attempting a degree in; 2.0 is an absolute minimum.

Senator STAFFORD. Thank you. Mrs. Rheams.
Mrs. RHEAMS. Yes. I think that that is basically a good idea. We

insist on a 2.0 for student participation in cooperative education.
My only reservation is that, as you know, we have an open door
policy in the community college system in Virginia; and many of
our studenth arrive with very poor basic skills. We have to do a lot
of remediation, and those are the very students that generally need
financial assistance the most. If there can be some sort of flexibil-
ity at least for the first year, I think that it would serve our stu-
dents well.

Senator STAFFORD. Thank you. Mrs. Rheams, what programs
have you developed at Northern Virginia Community College to
encourar employers who are unaware of the benefits of the Coop-
erative Education Program to become participants?

MrS. RHEAMS. We have ongoing public relations activities. One of
the main jobs of the co-op coordinator is to expand the program
among employers. We have mass mailings. We have programs
geared toward certain groups of employers, such as Federal Gov-
ernment employers, and employers in specific career fields, that we
put on regularly.

We also give talks to professional associations, and area cham-
bers of commerce. It is a continuing endeavor that has paid off
very well.

Senator STAFFORD. Thank you. Miss Harper, obviously the Coop-
erative Education Program at Northeastern has been an excellent
education choice for you. Do you feel that the benefits of coopera-
tive education would work for all undergraduate students?
MS. HARPER. As I mentioned in my presentation, Cooperative

Education is not for all students, however it is an excellent alterna-
tive for those who wish to experience their field of study firsthand.
For those who choose to continue straight through without work-
ing, that is their preference, but it is good to know that there is an
alternative in co-op and that it will work for any one who is willing
to work.

Senator STAFFORD. Thank you. Miss Thomas, as you may know,
the accumulation of large loan debts by students is a concern in
the Guaranteed Student Loan Program. Could you describe, in
greater detail, if you wish, the tuition assistance program that your
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company developed to help cooperative education students keep
debt burdens to a minimum.

Mrs. THOMAS. The tuition assistance program was specifically de-
signed for students who had been with us at least two work quar-
ters, so that they had established their credibility as an employee,
and the quality of work that they were capable of doing.

We then offered those individuals the opportunity to have their
tuition, not their books and auxiliary expenses, but simply their
tuition paid for the equivalent of their senior year which would be
two full semesters or three quarters.

In exchange for that tuition assistance, they would sign an agree-
ment with us saying that provided we offer them a position, they
would remain with us and work with us after graduation for an
equivRlent amount of time. It was at the students' urging that we
pushed that program through, and it was highly, highly responded
to.

Senator STAFFORD. Thank you all very much, ladies. If there are
questions in writing from members of the committee who cannot be
here, would you be willing to respond to them?

Mrs. THOMAS. Certainly.
Senator STAFFORD. Thank you very much, on behalf of the com-

mittee, myself in particular, I am very grateful and we are grateful
to you for helping us get off on the job of rewriting the Higher
Education Act. Thank you.

I see Senator Grass ley has come into the room and we would wel-
come a statement by the Senator.

STATEMENT OF HON. CHARLES E. GRASSLEY. A U.S. SENATOR
FROM THE STATE OF IOWA

Senator GRASSLEY. Well, thank you very much, particularly,
thank you for making it easy for me to appear, timewise, before
this committee, because of conflicts of schedule that I have had,
and of course, I am speaking about a bill that I have introduced to
promote cooperative education.

And the way I look at cooperative education is that students gain
valuable work experience that is directly related to their field of
study. So, that they have an opportunity to earn money, become
tax-paying citizens, and all of society benefits as a result ofthat.

Cooperative education programs have clearly demonstrated their
value as a viable acadmemic program, as well as a cost-effective
means of student financial assistance as well, and out of it comes
benefits, not only to the student, but also to the educational institu-
tions, our employers, and af course, to society as a whole.

Now for the student, the way I see it, it gives them the opportu-
nity to have state-of-the-art equipment which may not be available
to them in their educational experience because of tight budgets
within educational institutions.

Also, it gives them an opportunity to explore career alternatives,
and particularly to become acquainted with potential employers.
Now, for the colleges I think there is a tremendous advantage as
well because it provides a valuable link for those colleges with local
business, industries, and government agencies, and out of that
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comes real opportunity for professional development opportunities
for their faculty members as well.

Because keeping faculty up to date with a rapidly changing tech-
nology and the advancement of knowledge is a very necessary
thing, but one that a lot of colleges do not have the resources to do,
and in the case of the faeulty, sometime their own resources or
time do not permit it.

But there is just a wonderful opportunity, to share on the spot,
just a great deal of experience here that helps the faculty and in
turn helps the collecie

And for employers, I think it gives the employer a cost-effective
recruitment tool. For society as a whole, the promoting of the
American work ethic is obviously No. 1. It helps young people build
respect for work and, of course, it provides a steady flow of quali-
fied, appropriately skilled workers for our society.

We have 177,000 college co-op students earning in excess of $1
billion in 1983 in this and those people are paying taxes. They paid
a tremendous number of taxes, $133 million, and, compare that to
the $14.4 million appropriation for this program in 1983, and you
see a 900-percent return on this Federal investment.

Mr. Chairman, I believe that the Federal authorization for the
Cooperative Education Program should be continued. The unique-
ness of the program demands that it be maintained as a separate
program in a separate title of the Higher Education Act, and from
that standpoint, I have a disagreement with the administration be-
cause I would rather do that than combine it with other financial
aid programs as has been recommended by the administration.

Therefore, on June 20 of this year I introduced S. 1338 to extend
the authorization of the Cooperative Education Program through
1990.

My bill retains four basic types of grants authorized under the
current lawadministrative, demonstration, training, and re-
search.

But unlike the current law, my bill combines the four grant
areas under one authorization. S. 1338 includes reservations speci-
fying that at least 75 percent of the appropriated funds will go to
the institutions for administrative grants.

My bill limits demonstration projects to no more than 1 percent
of the appropriation, training grants to no more than 10 percent,
and research grants to no more th&n 2 percent of the appropria-
tions. These reservations should ensure that all four types of
grants have an opportunity to be funded in given year, but that
the majority of appropriated funds will be directed to grants going
to educational institutions to assist them with the implementation
of the Cooperative Education Program.

My bill also expands training grants to include a provision to
create regional resource centers. Current law limits an institution
to five years of program funding, beginning with a 100 percent Fed-
eral grant the first year and declining to 30 percent the fifth year.

Now my bill has a provision to allow an institution which has
exhausted its 5 years of funding to reapply for grant money.

But to qualify for additional funds, an institution must have
maintained the program for 2 years beyond its initial Federal
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grant at a level equal to the total costs of the program in its fifth
year of Federal funding.

This provision is there to encourage the continuance and expan-
sion of successful programs, and the commitment of the universi-
ties and colleges are Mown through their funding of that them-
selves. Provisions to increase institutional accountability and a
commitment to co-op programs have been added to my bill as well,
and I think accountability is a very important thing we ought to be
concerned about in education.

While current allows a 100-percent first year Federal share of
program costs, my bill requires institutions to make at least a 10-
percent upfront commitment that first year.

S. 1338 also requires institutions to analyze theirprogram's effec-
tiveness when they apply for second and subsequent years of grant
funding.

It requires them to provide statistical data on the grant applica-
tion regarding number of students, employees, and other personnel
involved inthe program, and student incomes and a lot of other
things, too.

By requiring institutions to submit this data, the bill will encour-
age institutions to yearly assess the direction, the scope, and the
effectiveness of their program.

It will also force an institution how to better plan how it will
take over the financial responsibility of the program after the ter-
mination of the Federal support, thereby lowering the institutional
dropout rate that has plagued the program in earlier years.

Mr. Chairman, I want to conclude by stating, during the period
of research that took place prior to the introduction of my bill of S.
1338, my staff and I endeavored in that previous time, to gain a
broad spectrum of input on Cooperative Education Program needs
from the higher education community. We talked with the Cooper-
ative Education Association, the National Commission for Coopera-
tive Education, and a variety of 2 and 4 year colleges and universi-
ties.

My bill reflects this broad input. It is my understanding that S.
1338 today has had the endorsement of the American Association
of Community and Junior Colleges, the Association of Community
College Trustees, the American Council on Education, and the Ca
operative Education Association.

My Chairman, I want to thank you again for allowing me this
opportunity to share my views with my colleages on this commit-
tee.

[The prepared statement of Senator Grass ley followsd
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SENATOR CHARLES E. GRASSLEY

SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES

SENATE LABo" 4ND HUMAN RESOURCES COMMITTEE

SEPTEMBER 12, 1985

MR. CHAIRMAN, I APPRECIATE THE OPPORTUNITY TO APPEAR BEFORE THIS

DISTINGUISHED COMMITTEE TO PRESENT SOME OF MY VIEWS

ON THE REAUTHORIZATION OF TITLE VIII OF THE HIGHER EDUCATION ACT.

AS MOST OF YOU KNOW, COOPERATIVE EDUCATION IS AN EDUCATIONAL

STRATEGY IN WHICH COLLEGE STUDENTS COMBINE PERIODS OF CLASSROOM

STUDY WITH PERIODS OF OFF-CAMPUS PAID EMPLOYMENT. THROUGH

COOPERATIVE PROGRAMS, STUDENTS GAIN VALUABLE WORK EXPERIENCE IN

JOBS THAT ARE DIRECTLY RELATED TO THEIR FIELD OF STUDY. AT THE

SAME TIME, THEY EARN INCOME THAT HELPS OFF-SET THE COST OF

ATTENDING COLLEGE, WHILE GENERATING TAX DOLLARS BACK INTO THE

FEDERAL TREASURY.

THE COOPERATIVE EDUCATION PROGRAM HAS CLEARLY DEMONSTRATED ITS

VALUE AS A VIABLE ACADEMIC PROGRAM, AS WELL AS A COST-EFFECTIVE

MEANS OF STUDENT FINANCIAL ASSISTANCE. IT HAS PROVEN TO BE
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BENEFICIAL NOT ONLY TO STUDENTS, BUT TO EDUCATIONAL INSTITUTIONS,

EMPLOYERS AND ScCIETY, ALIKE.

THROUGH HANDS-ON EXPERIENCE, STUDENTS HAVE AN OPPORTUNITY TO

APPLY CLASSROOM LEARNING TO ACTUAL WORK SITUATIONS. FREQUENTLY,

THEY HAVE THE OPPORTUNITY TO WORK WITH RESOURCES AND STATEOF

THEART EQUIPMENT WHICH IS NOT AVAILABLE TO THEM ON CAMPUS. BY

WORKING OFFCAMPUS, COOP STUDENTS ARE ABLE TO EXPLORE CAREER

ALTERNATIVES, AND POTENTIAL EMPLOYERS.

COLLEGES MAINTAINING COOP PROGRAMS ENJOY A VALUABLE LINK WITH

LOCAL BUSINESSES, INDUSTRY, AND GOVERNMENT AGENCIES. THIS CLOSE

ASSOCIATION HELPS COLLEGES MAINTAIN RELEVANT AND CURRENT

CURRICULA. ADDITIONALLY, BECAUSE ACADEMIC CREDIT IS AWARDED TO

COOP STUDENTS FOR THEIR WORK EXPER/ENCE, COLLEGES REQUIRE FACULTY

COLLABORATION WITH WORK SUPERVISORS TO MONITOR STUDENT PROGRESS.

THIS REQUIRED COMMUNICATION FACILITATES PROFESSIONAL DEVELOPMENT

uPPORTUNITIES FOR FACULTY MEMBERS.

EMPLOYERS FIND THAT PARTICIPATING IN COOPERATIVE EDUCATION

PROGRAMS PROVIDES THEM WITH A COSTEFFECTIVE RECRUITMENT TOOL.
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THEY HAVE AK OPI,ORTNITY TO PREVIEW POTENTIAL EMPLOYEES BEFORE

THEY ARE HIRED PUNANENTLY, AND TO TRAIN THEM WHILE THEY ARE

STILL IN THE FuRNAlIVE STAGES. EMPLOYERS ARE ALSO ABLE TO

INFLUENCE THE CON1ENT OF THE COLLEGE CURRICULA, THROUGH THE COOP

PROGRAM'S REQUIREMENT FOR COMMUNICATION BETWEEN THE STUDENT'S

WORK SUPERVISOR AND COLLEGE ADVISOR.

COOPERATIVE EDUCATION PROGRAMS ALSO BENEFIT SOCIETY IN GENERAL.

PARTICIPATING IN THE PROGRAM REINFORCES THE AMERICAN WORK ETHIC.

IT BUILDS IN YOUNG PEOPLE A RESPECT FOR WORK AND FOR THE VALUE OF

MONEY EARNED THROUGH WORK, COOPERATIVE EDUCATION PROGRAMS

ALSO CONTRIBUTE TO OUR NA1TON'S ECONOMIC DEVELOPMENT BY PRODUCING

A STEADY FLOW OF QUALIFIED, APPROPRIATELY SKILLED WORKERS.

THE SUCCESS OF TH/S UNIQUE FEDERAL PROGRAM, WHICH COMBINES AN

ACADEMIC COMPONENT WITH A FINANCIAL AID COMPONENT FOR STUDENTS,

CAN BE CLEARLY MEASURED. NOTE THE 1983 STATISTICS: 177,000

COLLEGE COOP STUDENTS EARNED IN EXCESS OF $1 BILLION DOLLARS IN

WAGES IN 1983. THEY PAID $133 MILLION TO THE FEDERAL TREASURY IN

FEDERAL INCOME AND SOCIAL SECURITY TAXES. WHEN YOU COMPARE THE

$14.4 MILLION FEDERAL APPROPRIATION FOR COOP PROGRAMS /N 1983:
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AGAINST THE 8133 MILLION RETURNED TO THE FEDERAL TREASURY IN

TAXES BY THESE COOP STUDENTS, YOU GET MORE THAN A Ea RETURN ON

THE FEDERAL INVESTMENT. FEW OTHER FEDERAL PROGRAMS CAN BOAST OF

SUCH COST-EFFECTIVENESS!

MR. CHAIRMAN, I BELIEVE THAT THE FEDERAL AUTHORIZATION FOR

THE COOPERATIVE EDUCATION PROGRAM SHOULD BE CONTINUED.

THE UNIQUENESS OF THE PROGRAM DEMANDS THAT IT BE MAINTAINED AS A

SEPARATE PROGRAM IN A SEPARATE TITLE OF THE HIGHER EDUCATION ACT,

RATHER THAN COMBINED WITH OTHER FINANCIAL AID PROGRAMS AS

RECOMMENDED EARLIER BY THE ADMINISTRATION.

THEREFORE, ON JUNE 20TH, I INTRODUCED S. 1338 TO EXTEND THE

AUTHORIZATION FOR THE COOPERATIVE EDUCATION PROGRAM THROUGH 1990.

MY BILL RETAINS THE FOUR BASIC TYPES OF GRANTS AUTHORIZED UNDER

CURRENT LAW -- ADMINISTRATIVE, DEMONSTRATION, TRAINING, AND

RESEARCH. BUT, UNLIKE CURRENT LAW, MY BILL COMBINES THE FOUR

GRANT AREAS UNDER ONE AUTHORIZATION. S. 1338 INCLUDES

RESERVATIONS SPECIFYING THAT AT LEAST 75 PERCENT OF THE

APPROPRIATED FUNDS WILL GO TO INSTITUTIONS FOR ADMINISTRATIVE

GRANTS. MY BILL LIMITS DEMONSTRATION PROJECTS TO NO MORE THAN 13
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PERCENT OF THE APPROPRIATION, TRAINING GRANTS TO NO MORE THAN 10

PERCENT, AND RESEARCH GRANTS TO NO MORE THAN 2 PERCENT OF THE

APPROPRIATIONS. THESE RESERVATIONS SHOULD ENSURE THAT ALL FOUR

TYPES OF GRANTS HAVE AN OPPORTUNITY TO BE FUNDED IN A GIVEN YEAR,

BUT THAT THE MAJORITY OF APPROPRIATED FUNDS WILL BE DIRECTED TO

GRANTS GOING TO EDUCATIONAL INSTITUTIONS TO ASSIST THEM

IMPLEMENTATION OF COOPERATIVE EDUCATION PROGRAMS.

S. 1338 EXPANDS TRAINING GRANTS TO INCLUDE A PROVISION TO CREATE

REGIONAL RESOURCE CENTERS. THESE CENTERS WOULD FURNISH TRAINING

MATERIALS AND TECHNICAL ASSISTANCE TO INSTITUTIONS TO HELP THEM

BEGIN OR MAINTAIN COOPERATIVE EDUCATION PROGRAMS. THEY WOULD BE

AUTHORIZED TO IDENTIFY MODEL PROGRAMS WHICH FURNISH EDUCATION AND

TRAINING IN OCCUPATIONS W5RE THERE IS A NATIONAL NEED, AND

ENCOURAGE THE DEVELOPMENT OF OTHER SUCH PROGRAMS.

CURRENT LAW LIMITS AN INSTITUTION TO FIVE YEARS OF PROGRAM

FUNDING, BEGINNING WITH A 100 PERCENT FEDERAL GRANT THE FIRST

YEAR, AND DECLINING TO 30 PERCENT IN THE FIFTH YEAR. MY BILL HAS

A PROVISION TO ALLuN AN INSTITUTION WHICH HAS EXHAUSTED ITS FIVE

YEARS OF FUNDING, TO REAPPLY FOR GRANT MONEY. BUT TO QUALIFY

5 72
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FOR ADDITIONAL FUNDS, AN INSTITUTION MUST HAVE MAINTAINED THE

PROGRAM FOR TWO YEARS BEYOND ITS INITIAL FEDERAL GRANT PERIOD, AT

A LEVEL EQUAL TO THE TOTAL COST OF THE *ROGRAM IN ITS FIFTH YEAR

OF FEDERAL FUNDING. THIS PROVISION ENCOURAGES THE CONTINUANCK

AND EXPANSION OF SUCCESSFUL PROGRAMS.

PROVISIONS TO INCREASE INSTITUTIONAL ACCOUNTABILITY AND

OMMITMENT TO COOP PROGRAMS HAVE BEEN ADDED IN MY BILL. WHILE

CURRENT LAW ALLOWS A 100 PERCENT, FIRST YEAR FEDERAL SHARE OF

PROGRAM COSTS, MY BILL REQUIRES INSTITUTIONS TO MAKE AT LEAST A

10 PERCENT UPFRONT COMMITMENT THE FIRST YEAR. S. 1338 ALSO

REQUIRES INSTITUTIONS TO ANALYZE THEIR PROGRAM'S EFFECTIVENESS

WHEN THEY APPLY FOR SECOND AND SUBSEQUENT YEARS OF GRANT FUNDING.

IT REQUICES THEM TO PROVIDE STATISTICAL DATA ON THE GRANT

APPLICATION REGARDING NUMBERS OF STUDENTS, EMPLOYEES, AND OTHER

PERSONNEL INVOLVED IN THE PROGRAM, STUDENT INCOMES, ECT. BY

REQUIRING INSTITUTIONS TO SUBMIT THIS DATA, MY BILL WILL

ENCOURAGE INSTITUTIONS TO YEARLY ASSESS THE DIRECTION, SCOPE, AND

EFFECTIVENESS OF THEIR PROGRAM. IT WILL ALSO FORCE AN

INSTITUTION TO BETTER PLAN HOW IT WILL TAKE OVER THE FINANCIAL

RESPONSIBILITY OF THE PROGRAM AFTER THE TERMINATION OF FEDERAL

5 73
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SUPPORT, THEREBY LOWERING THE INSTITUTIONAL DROP-OUT RATE THAT

HAS PLAGUED THE PROGRAM IN EARLIER YEARS.

MR. CHAIRMAN, I WANT TO CONCLUDE BY STATING THAT DURING TIE

PERIOD OF RESEARCH PRIOR TO MY INTRODUCTION OF S. 1338, MY STAFF

AND I ENDEAVORED TO GAIN A BROAD SPECTRUM OF INPUT ON COOPERATIVE

EDUCATION PROGRAM NEEDS FROM THE HIGHER EDUCATION COMMUNITY. WE

TALKED WITH THE COOPERATIVE EDUCATION ASSOCIATION, THE NATIONAL

COMMISSION FOR COOPERATIVE EDUCATION, AND A VARIETY OF TWO AND

FOUR YEAR COLLEGES AND UNIVERSITIES. MY BILL REFLECTS THIS BROAD

INPUT. S. 1338 IS ENDORSED BY THE AMERICAN ASSOCIATION OF

COMMUNITY AND JUNIOR COLLEGES, THE ASSOCIATION OF COMMUNITY

COLLEGE TRUSTEES, THE AMERICAN COUNCIL ON EDUCATION AND THE

COOPERATIVE EDUCATION ASSOCIATION.

MR. CHAIRMAN, I WANT TO THANK YOU AGAIN FOR ALLOWING ME THE

OPPORTUNITY TO SHARE MY VIEWS WITH MY DISTINGUISHED COLLEAGUES

THIS MORNING.
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Senator STAFFORD. Thank you very much, Senator Grass ley. We
have listened carefully to what you have said and I am sure the
entire committee, subcommittee and full committee, will give it
very careful consideration.

Senator GRASSLEY. Thank you very much.
[Additional material supplied fur the record followsd
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INVOWAION

DELINEATING SATISFACTORY ACADEMIC PROGRESS STANDARDS:
PROFICIENCY OR EXPEDIENCY

for
Dr. Ronald F. Docksai

Staff Director for US Senate Committee
on Labor & Human Resources

Washington, DC 20510

presented by
Dr. Sterling R. Provost
Assistant Commissioner

Veterans Education and Proprietary Schools
Utah System of Higher Education

Salt Lake City, Utah

10 June 1985
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DELINEATING SATISFACTORY ACADEMIC PROGRESS STANDARDS:
PROFICIENCY DR EXPEDIENCY

Preface

Almost to the advent of Title IV student educational assistance programs, the
netd to track student and institutional involvement has accelerated. For
example:

1. Are the spirit and letter of the law being observed?

2. Is the charge of the Congress to efficiently and effectively oversee
the expenditure of tax dollars being ensured?

3. Have the participating institutions of higher education developed
satisfactory progress standards?

4. Are enrolled students in these federal programs abiding by such
standards?

S. Are both institutions and students continuing to monitor their
eligibility and perfonmance standards?

The above has largely been left to "self-regulation" by the higher education
community. Has this mode of accountability been effective?

Statutory Citation References

1. Section 484(a)(3), Higher Education Act of 1965, as amended.

2. 34 CFR Pts 668 690.

3. US Department of Education's Student Assistance General Provisions,
published October 06, 1983.

Statement of the Problem

_The position of the US Department of Education (ED) is set forth in the
appended exchange of correspondence (see Attachment No. 1).

No regulations, per se, had been promulgated prior to 1983; however, the
statutory requirement had been in place since 1980.

Abuses have been discovered in ED program reviews and audits.

Since 1981 the Government Accounting Office has issued two reports which focus
on the apparent inadequacy of postsecondary institutions to effectively
adsinister satisfactory academic progress standards policies: (1) "Students
Receiving Federal Aid Are Not Making Satisfactory Academic Progress: Tougher
Standards Art Needed" (HRO-U2 -15, December 3, 1981) and (2) "Many Proprietary
Schools Do Not Comply with Department of Education's Pell Grant Program
Requirements" (HRD -84 -17, August 20, 1984).

5 .7 7
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Congressional hearings during the 97th Congress further emphasized the urgent
and critical nature of resolving this smoldering and controversial issue.

Historically, the Federal Trade Commission has also shown interest in
education management (Trade Regulation Rule for Proprietary Vocational and
Home Study Schools, DeRr25 7 1978). What might be tneir rose and/or
identification of tasks, if any, in relationship to the issue under
consideration (see Attachment No. 2)?

The matter at issue is not exclusively an "education" question. Rather, it
crosscuts the broader philosopny of federal preemption. There is evidence
that federal reform in this connection is indicated.

Summary and Final Analysis

1. A significant federal contribution might be for the feds to serve as
a catalyst and bring together the diverse elements represented in
this complex scenario and assist them to arrive at appropriate
national parameters and guidelines.

2. The present statutory language would seem to be inadequate in
providing a sufficient enforcement mechanism for the ED to assure
both institutional and student conformability--there should not be
law without an adequate enforcement provision.

3. Under the circumstances, it would be profitable for a follow-up
review to now be conducted to properly ascertain if the 1983
provisions have in fact proved to be a serious deterrent to the
aforementioned inconsistencies and discrepancies.

4. A study to determine the contemporary relationship between the three
entitities of the "EDUCATIONAL TRIAD" (federal: VETERANS
ADMINISTRATION, ED, et al.; state: STATE APPROVING AGENCY,
licensing, et al.); and voluiRT6 accreditation: COUNCIL ON
POSTSECONDARY ACCREDITATION, et al.) would also prove efficacious at
this time.

There should also be a meaningful effort to seek correlation with
appropriate representatives in the private sector (i.e., business
and industry). There are inherent and unique advantages that could
potentially have a consequential impact on this project.

B. Because of the Reagan Administration's New Federalism posture,
certain responsibilities regarding the oversight of satisfactory
progress standards should be within the purview of the states (e.g.,
State approving agencies). Therefore, after a lmodel" policy is
developed at the national level, the states would ensure
institutional implementation.

57s
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Tnis policy should be developed through a consortium effort,
emDracing the various governmental units and private business and
industry. Such a consociation might add an insightful dimension and
should ultimately have a salutary effect on the eventual course to
be pursued.

6. Much of the above might well be provided for in the higher education
reauthorization act, which is presently under consideration. Also,
it would seem feasible that, as part thereof, the position of
Special Assistant to the Secretary of Education for State Affairs
should be created.

If tne participants approach this task with an attitude of amelioration and
utilize a proper metnodology, a feasible outcome can be conciliated:

Attachments
1091M
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THE STATE OF NEW HAMPSHIRE

POSTSECONDARY EDUCATION COMPASS/ON
163 Loudon Road CONCORD, NH 03301

603-271-2257

September 27, 1985

IT IS REQUESTED THAT THIS STATEMENT BE MADE PART OF THE TESTIMONY RELATING TO S 1537
INTRODUCED BY SENATORS NICKLES AND PELL ENFORCING TITLE IV "STANDARDS OF PROGRESS" OF

THE HIGHER EDUCATION ACT.

FROM: ARTHUR M. FELDMAN, DIRECTOR /4Xia4P
State Approving Agency
N.H. Postsecondary Education Commission
163 Loudon Road
Concord, New Hampshire 03301
and the Chairman of the Standards of Progress Committee
of the National Association of State Approving Agencies

For many years members of this Association have been administering the Standards of
Progress as mandated by Congress in PL 93-508, "The Veterans Readjustment Benefits
Act of 1966, as amended." the so-called "G. I. Bill" and implemented by the Veterans
Administration.

We propose that there be written into the new ACT provisions similar to Sections 1771,
1773 and 1774, of Title 38 U. S. C., authorizing and funding on a shared basis with the
Veterans Administration the current reimbursement contract for work performed in this
matter as has been done for years under said Title. Our responsibilities in this area
would be to report problems to the Education Department as we now do to the Veterans
Administration.

Senator Nickles in S 1537 introduced July 31. 1964. on page 3, notes that the Veterans
Administration acts in this matter and notes that present Standards in the Higher Educa-
tion Act are not adequate. Also, noted on page 4 of said bill, it is noted that the
Standards now in effect in the Higher Education Act are not enforced, and in "Conclusions"
that a uniform federal policy is needed.

The State Approving Agencies are in existence now can provide such enforcement. Enabling
legislation should be written into the New Higher Education Act to provide for this.
Attached is material relative to this that has been formulated by the Veterans Administration.

Enactment of this suggestion will save much federal money now lost through non-enforcement
of standards of Progress.

cc: wSenator Robert T. Stafford
Senator Don Nickles
Senator Claiborne Pell
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FEB 1 1976

coNCI.KNINC );', or pkoGREss

Proper enforcement of which will pi L v,.nt ov,1 payment of federal Funds to
eligttsfitt individuals: veterans and dependents, school undor provisions
of the "GI 13111" with the purpose of rolioving educational institutions of liability
'is outlined In DVB Circular 20-75-04. The individuals receiving these allowances
w:111 alio be. relieved of the possibility of having to make restituion for overpay-
ments made because of failute of the institution to abide by the approval, et see:,
criteria stablished by Chapter 30 U. S. C.

Congress, when It enacted Public Law 93-508, the current "G. 1. 13111"

2e It necessary for the Veterans AdminiLtration through the State ApprovingAgency
.requIre thatall educational institutions set 111111 Inium Standards of Progress and

Sulaniit thelr.Standards to the State Approving Agencies for approval.
.

The:Veterans Administration *sent DVB Circular 20-75-84 to all schtiols ,
,outlinIng thet.background, purpose and areas of responsibility developed bY the
'law and the regulations. The State Approving Agencies received ihe Circular and

steblished an; effective date of November 15, 1975, from.which time the elnety
y.perlod;for submission of satisfactory standardn would be measured.

-.7Vcrti hive reviewed schootcatalogs and find that Most insticuligne
y ot: another.have in their publications, standards relating to atteridanc".

ohtliqi'ctory Progress, academic probation, suspension etc.'

THESE ARE THE AREAS or CONCERN,.

ARTi-7.4,1That_the last.day of attendance must be repo+ hrthe,,F7tuic4 r. ,.,±.3s..: 1
elydble Individuals only, .. ' . >......";:,!!,,' i

.,.

,,,,' That the School establish a grade point averageWeettsfactotYpitit4i4Ca;Vil
lvidual maY be kept in school if unsatisfactory but ge*!eo paymen'tcatter neki,'.1' ''

entr.',.M$Ori individbal Win unistisfactory peogreSS ittrattbn;*paritimtr0.1.;4612
eding semester or quarter----must be V A counsels before,reinstated 't4r".'il,,to:

,c6ntinue'for tbe iitSN tiiiertei'or semester.
.... 4',1,- ., . .. - .. , '''' "'' .-, ,:',-. g 'i;''; .,i'iVs/M

That tne'scnool must notify Veterans Administratiee igiona. ,..01fhtf., I
dent fallstrilnake satisfactory progress. Individual th d'tii:shoblskie

unestisfpctory period begins. Schools must have capability ofirepokilh
noeiSindisn'satisfectory progreis. Satisfactorlrarrqgrosirielateis,to giOdi .
opecomineted courses to courses attempted. 1

i
'I . ',: .,..\411,;.,

.0

.', .. , 4 ... ...:,,:.Y.' ..

That the school must maintain grade on recoid for every course
ither cobunoted, passed or not satisfactOry. If individual drops course dLii
rse dropimitrlodusually a short adjustment period course IS niit countedVr

Ono wey to establish satisfnctory lirogrenia is with grade points - butOttosS...6

1*:

The purpoSe is to prevent paymt ins fon rionattontlance:anclltick,of

-st.
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, :'..,,,' .0
' i . I:. :opepil Orientation programs should be instituted for eligible individnals, tilain to them their obligations and responsibilities under the provItiona iii' '7. :

-'04'G..1. 111114...Student Handbooks should be given to'allstudents to thar ther
cliial's reiporisibilities are given to and known to them. Veteranit Adminfitra- .

FiegillatikarNo. 14252, 14277, 14278, relating to satisfactory PrOPress Ond
tiveshhie been enforced and distributed for years. With theta facts in
, wo hive drafted the following minimum Standards of Progress that shall
Ired to be edopted by any institution desiring to continue to enroll eligible
viduals who wish to receive allowances under provisions of the "G. I. 1311,1:

,.,ItieffectiVe date for submission of your minimum Standards of Progress is ::...:
bruary 15; 1976. . ..4..:4iii

,,, ' .! ...... , , . , ::Irtf 0-'11,1:.

'.'"11.' f.) -C.+ 'Undirgrads must maintain 1.5 Grade Point Average., '.. ' i:"'..',I.,..

Graduates must maintain 2.5 Grade Point Average. ;..1
,;VI

, $ * t, . ::::' f ;,4:' . r ..' I
.. :L..%... 4. . 1.' ift4

' ...!,,

.7,,,;.:;4, 'ii, ,, 3. -Dethils of standards for academic
l'..,:$1

rk of Standards of ProgresS. ' ;fri.',:l e
:-.Actaddinic probation should be no longer thansone'...echnc.4:7 '1

,-.:T
. ..

. ' a': .

. .. .

. ..,,-A',4!...., .:
...

If 'no grade point average given in graduate work,,mini*Ot.'standardir".
satisfactory progress by school academic pariod,reust bl gomitteck..014. .

mot Agency. : ..';;;,'.. 1-2.7.34.:..14.til,
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SUGGCSTED MINIMUM STANDARDS OE PROGRESS

',.,t

., 3. Include in grade point average computation ofall courses 'attempted. .,"1'.`..
. or not grade was given unless dropped during drop/add period -,. no. ', ' .

t....0, .
.1 .

.

. ,.' . .4"V..,- . , .

'1. '''' ,, :::' ,:: '' - .:;:' ,''0, 4
IA.. :' 4 fittawses are offered on.a.passlieil basis and arknoi.nsed.iii..flidirl*.L'"'

...ttiniulative point .aiterage bqk VP credited toward program 'completkin:Awavliii4tit
Id be made to.determine unsatisfactory progress when a 'Stir iiraita'and twit.; ,..,,,,

. , ,... ..
lative pointaverage are recorded and evaluated. .. . :. .,I". ...... 1

5. Allow for usual add/drop period.
',- .. i 'A'.., ',.? .

' : .31tr
.. e .

.
, .

,... ; .,li; .6. Limit number of times individual may take deficiency courses. ..'i .',..:,"1.-4.
4!i "

7., An incompleke, or poor attendance should count againstGeneral Poirkk..:,k?..i.
. .. . .

''Af9erage and should be made up the following academic term. Falling mark sho4.14, ...,5
!ilitiven if not completed. . .'" ;'' ;

8. If individual intends to withdraw, notice must be given in writing to ...1'.41:,,'
th.,,e. school. I."'.1L',1 .

. . ,.

i.:
.tio..,:. 9. Attendance may he vnrified th oiuclh iwriodic testing. .

.

..,, ....
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STATE OF NEW HAMPSHIRE C

as 00
INTERDEPARTMENT COMMUNICATION

David E. Larrabee, Sr.
Di rector

Suggested Minimum Standards
of Progress

TO
Arthur Feidnan

tOrans Administration

DATE February 12, 1976

AT (01111iCK)

N. H. Technical Institute
Fan Road

Concurd, New Hampshire

V. are Submitting the following as our Minimum Standards of Progress
for students at the New Hampshire Technical Institute:

)tom WI - lwe will enforce to the best of our ability as it
to all students.

Item #2 - NHTI minimum acceptable grade point average ;. page 18 of
cetalog. . ',

,

pertaini.

. . .

Academic probation, suspension and dismissat page 18 of.
catalog under Academic Discipline - The 'Acadalalc.paodiet
Comnit tee.

.

. Academic .probailon is determined by the
: Conmitte. page 18 Of catalog. ,

tt.3-SeeGrad.soigoSofourcatalog r::
If course taken has a pass/fail grede basis, 'Siedantli-Ta
the course would be required to retake .caurae,, ItMa
grade. Catalog page 15 - Grades - P.;:v4e.

i< .`.:. See catalog - Page 20, Changes In EnrelisiaNF4,4,k

et't, See catain4. Page 15, Repeated Tauntes./..". . . , .., , .

'tteetp,. An .Itnamiateta". carries no nursaricarl,a1
'1"0://t;.', :,...;;.:.;'M'.,.,..;,,.. 'retaken In4iycle the following yeaP,...jail

'..0.?...0. :..1.,l',,''.;''. -only oncilar academic year. If 'thetwi.,....if,, ;..ii..spiOiket...A../ehbugiiiikiwbasulgOilloni thamtudent
that tiake.:1'.':.*.!

Withdrawal:- re page 21. of cst.wt..aliog,..`4'.0
. ,:. ,c: ,..4:. :'. Inst I tuts. , . .

. '-'V!.;i'l,,,,
Thii *Iihirti. !Ali ai recut ty decision: fenny> tsistlem...

i'f,,,,,;.,:usuallY delit,Mh.,a periodic basis..as.:IWOWeqe,low.,4mile.
:ur..0.4..'tet:',:** institutiens.Mt.learning and It
1/4%..,,,-..744.1r,, mold cliacteithi4tudents notttaklifq, w

'f..,%:;::!:,..:,result its ir.re-teke examinetlbn'On 4150
N''. affect the fleet grade for the ctattawir

fall..aS a:.reShii of this, the VA wield 14.10tIfieltl...1
, . . . ..

. le, pc!, .$ae:catisiOg, page .20 - Independent.Anidy,'?.44',..:::".),. .,,,-,4,
I. V:.:' F'.:' t,A.'",i,,:li ..4i.i6;,.. ....il,ie liwae, Information per t a 'us to our Day Divimlcui,a4,ikeP;,...fletantl

.',Imel'eaessunity Services DIvision. . ;......0',.: .1,1`..,f4.:, .0 rs.'1.., %.

'.1. 1;7'..)k.C.:';'g 11-.;iii
....
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.Dimpartment of Veterans Benefits DvB Circular 20-75-84
'VEterahs Administration (Confirming Teletype Trans.)Washington, D. C. 20420 August 14. 1975,

SCHOOL STANDARDS OF PROGRESS

'1. ACKGROUND AND PURPOSE. Recent changes in VA
Regulat one 14253 and 14277 have established a requirement
that all schools set standards of progress and submit these
standards to the State approving agency for approval. VARegulations 14135 and 14203 have also been revised in con-
junction with VAR's 14253 and 14277. These now require that
schools report last date of attendance when a veteran oreligible person terminates pursuit of a resident course and
that other changes in enrollment be reported promptly. Theprocedures outlined in this circular will be used to assurethat standards of progress are established expeditiously.

2. AREAS OF RESPONSIBILITY

a. The State approving agency will develop broad minimum
standards and will direct the schools to develop their own
specifin standards of progress within the framework estab-
lished by the State approving agency. Many schools have
accoptable standards but most have not been filed with the
State approving agency as approval criteria. Also, in some
case*, these standards have not been enforced or the school
has failed to notify the Veterans Administration when a vet-, .eran or eligible person ceased to maintain satisfactory progressin accordance with their standards. Schools which have not
previously filed acceptable standards of progress will be
given a reasonable time (not to exceed 90 days) in which to
develop and submit their standards to the State approving
agency for inclusion as part of their approval criteria. TheState approving agency will review the school's standards and,
if approved, will forward a copy to the regional office having
liaison responsibility for the State.

b. If a school policy permits a student to continue after
A-deterp4nation that his or.her progress is unsatisfactory,
the school is still regiired tO report to the'VA tht date when
the school's approved standards of progress were not met. Such
student will no be authorized educational benefits under ch.
34 or 35 unless a VA counseling psychologist approves:

c. The VA may not impose specific standards of progress
on a school, except as stated in VA Regulation 14253 but may
suggest guidelines to the SAA's. VA Regulation 14253(D)
includes both required standards and suggested guidelines.

585
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DVB Circular 20-75-84
August 14, 1975

d. clhools must have sufficient capability to promptly
report ;..It only unsatisfactory progress, but also drops,
withdrawals, and unscheduled interruptions. A report will
be deemed to have been promptly made if received within the
month of the occurrence or immediately thereafter MAR
14203(D)(2)). In the case of unsatisfactory progress, the
school shall not certify the further enrollment of the stu-

dent prior to approval under VAR 14279.

e. The Liaison activity will maintain a copy of the
school's standards of progress in the approval file, And
these will be reviewed, along with other approval criteria,

on compliance surveys.

3. FAILURE TO SUBMIT STANDARDS

a. If no standards have been received by the State
approving agency, from a school, by the end of the 90-day
period,the regional office having liaison responsibility

will be notified.

b. The liaison representative will establish all the

facts in the case and these will be submitted by the regional
office to the Area Field Director (223) for advice as to action

to be taken.

4. VIOLATION OF STANDARDS

a. The State approving agency on supervisory visits and

the VA on compliance and liaison visits will specifically
check to see that the school is enforcing their standards
of progress and that required reports are being promptly

sent to the VA. If the State approving agency discovers
any irregularities in the application of the standards they
will take action immediately to see that the violation of

approval criteria is corrected or withdraw the school's approval

and refer the information to the regional office having liaison
responsibility for the State. Appropriate action will be

taken in each individual case identified. If theState does
not identify the oases in the report, a visit will be made to

the school to determine the cases requiring action. The

effective date of any suspend or termination action will .

be determined by the responsible Liaison activity after re-

viewing the data sUbmitted by the State approving agency,

and the result of any compliance or liaison visit. The effec-

tive date will be the date on which the school, under its

approved policy, should have found that the student's performance

2.
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August 14, 1975 DVB Circular 20-75-84

was not meeting their standards. Tilis date may be immediately
following any probationary or "leeway" period if the school
has incorporated such a period in the school's approved
standards.

b. If the Liaison activity establishes that a school has
failed to properly notify the VA when standards of prOgress
have not been met.the claims or DEA folder will be referred
to the Adjudication Division. Benefits will be suspended
and the necessary development steps will be taken to deter-
mine the effective date of failure to meet the standards.
A pending EP 220 will beestablished with a 60-day diary
and the case referred to the Counseling and Rehabilitation
Section for required counseling.

c. The veteran or eligible person will be scheduled for
counseling as expeditiously as possible. The counselor will :

assist the veteran in developing a suitable progran and deter
mine whether a change of program is in order or if the veteran
may be :.?,1owed to reenroll or continue in the same field of
study.

d. Following counseling the folder should be returned
to Adjudication for whatever award action may be necessary
and to clear the pending end product control.

5. LIABILITY. The school'may be held liable for any
overpayiarliiiating from the veteran or eligible person
being allowed to reenroll, or continue in training, after
the date when a report of unsatisfactory progress should
have been made. Similarly, if a schools fails to report
a termination or reduction in training load, the school
may be held liable for any resulting overpayment. This does .

not imply that the overpayment should be automatically waived
as to the veteran or eligible person in each case since he
(or she) also has a responsibility to report changes in
training status to the VA.

RUM H. WILSON
Chief Benefits Director

Distribution: CO: RPC 2900
FD FLD: RPV 2226 plus 20 additional copies

to Fihance in ROA; 201, 10 copies;
5 add'l copies to each educational
liaison representative in ROA; VBC
& VROC, 1 each; & SAA and schools
per VA Form 3-7225 and 3-1225a

EX: HNSO & AR, 1 each

3.
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Department of Veterans Benefits DVB Circular 20-75-84
Veterans Administration Change 1
Washington, D. C. 20420 (Confirming Teletype Trans.)

SCHOOL STANDARDS OF PROGRESS

DVB Circular 20-75-84 is changed as follows:

Page 2, paragraph 3

Subparagraph a: Delete this subparagraph and insert

"a. If no standards of progress have been received by the
State approving agency from the school by January 31, 1976,or
the date the Station Director determines to be 90 days fromthe
time the SAA issued guidelines (but in no event beyond the cur-
rent school year), the regional office having liaison
responsibility will be notified."

Subparagraph b, line 3: Delete "(223)" and insert "(224C)".

Page 3, paragraph 4

Subparagraphs b, c and d: Delete these subparagraphs
and insert

"b. If the Liaison activity establishes that a school has
failed to properly notify the VA when standards of progressbeve
not been met, the claims or DIA folder will be referred to the ,

Adjudication Division. Benefits will be terminated effective
the date of failure to meet the standards determined in subpara...,
graph a above. The veteran or eligible person will benotifisd.
of the action by means of an FL 22-337, or a dictated letter -

along with the appropriate application form.

c. If counseling is requested and/or an application for
additional educational assistance is received, the veteran or
eligible person will be scheduled for counseling as expediti-
ously as possible. The counselor will assist the veteran in
developing a suitable program and determine whether a changeof .

program is in order or if the veteran may be allowed to reenroll
or continue in the same field of study."

RUFLON. WILSON
Chief Benefits Director

Distribution: CO: RPC 2900
FD FLD: RPC 2228 plus 20 additional copies

to Finance in ROA; 201, 10 copies;
5 add'l copies to each educational
liaison representative in ROA; VBC
and VROC, 1 each; SAA and schools
per VA Form 3-7225 and 3-7225a

EX: HNSO and AR, 1 each
552)11
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third *Ku )!Knate
tOleternt ON APINIONNATIONS

WAoneono, DC 30110

March 24. 1906

Iola Robert T. Stafford
Cheirmos
Subcommittee ee Causation. Arte. and Numenitiee

Senate Committee on Leber aid Nyman Resourcee

623 lett S Office uilding
Veshiegtem. D.C. 20310

Deer Ni. Chairmen,

I au writing regerding the
legielation reported by your

subcommittee ttttt borising of the Nigher Education Act of 1965.

S. 19415. and the Cu tttttt ed Student Loan program.

I have bees co o d by the Sank of North Dakota which

admi oo ho 011L program in my etato ing proposed

changes to the program to 0000000 in the Rouse-owed
legialatiom, R.N. 3700. and the difficulties that would befall

easy ferm-etate entente if the need. toot for CRL
qualificatiom imcludes aaaaaa as well ea i

I have eecleeed a letter I received from the Sank of North

Dakota aloes with a proposal written by repaaaaa tetives of the

Bonk. the North Dakota C d Student Loan Program. and the

North Dakota State aaaaa of Nigher Iducation. If possible. I

would deeply appreciate your
including theas ateriale in the

official record of Matinee on B. 1963.

Thank you for your consideration of this request.

Vith kind regards. I 611

each

Si 17.

/SPerotrook
Quentin N. Burdick
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March 13, 1986

HonorableSenator Quentin Burdick
SH-511 Hart Senate Office Building
Washington, DC 20510

Dear Senator Burdick:

5.1i6S

This letter is a follow up to the discussions we have had
regarding the Reauthorization of the Higher Education Act. My comments
are the result of meetings held here at the Bank of Nurth Dakota
involving the Bank's Student Loan Department, the North Dakota
Guarahteed Student Loan Program, and representatives of the State Board
of Higher Education.

Actual deletions or additions will be directed toward the text of
HR 3700. From the nature of these comments, I am sure you will
understand our position regarding the changes proposed in the
Department of Education 1987 Budget in the area of Guaranteed Student
Loans.

Under the revised "asset based" needs analysis for family
contributions contained in HR 3700, many families with incomes in
excess of $30,000 will be unable to find the liquidity necessary for
$4,000 or more annually for their child's college education. Students
whose families have an asset base but no cash flow, such as farm
families that are presently suffering actual operating losses, will be
closed out of the GSL program completely. In an asset intensive
agricultural state such as North Dakota, the "asset based" needs
analysis shift in HR 3700 is going to eliminate too many North Dakota
students and their parents from being able to qualify for lower
interest loans with repayment deferral.

The Bank of North Dakota would like to have the qualification
criteria changed in HR 3700 to the same method as exists under present
law for GSL's with interest subsidy and repayment deferral. If such
changes mulct be made to § 428 of HR 3700, it is imperative that the
Supplemental Loans for Students and Loans for Parents contained in
4288 and § 428C, respectively, are maintained and expanded in HR

3700. With the restrictions of the "asset based" needs inalysis
eliminating students from regular GSL's, these alternative forms of
student credit must be available.

"PARTNER IN NORTH DAKOTA PROGRESr

591
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March 13, 1986
Page Two

Specifically, § 428B and § 428C loans to students and parents must
contain the following:

1. Deferral of interest and principal payments without subsidy
for both the student and parental lous until after the
student has left school so that the costs of Vie borrowing
will not be so prohibitive as to preclude students and their
parents from using the available credit.

2. The interest rate may be established by the lender at a rate
lower than the statutory maximum. With additional provisions
specifically allowing a state to provide its own interest
subsidy program and still maintain the loan in the status of
a federally guaranteed loan.

Maintaining these supplemental loans in HR 3700 for students and
parents, with flexibility in establishing the terms of repayment
deferral and the setting of interest rates including alternative state
programs for interest subsidy, is needed if the Bank of North Dakota is
to maintain its program of service to North Dakota students and
nonresidents attending schools in North Dakota. The Bank has been
examining the establishment of its own program independent of the
federal program, but such an alternative would, out of fiscal
necessity, not be as productive in making a credit system available for

students. The federally guaranteed program would and has been the most
efficient method available through the Bank in North Dakota. This is
especially true wh.ln the terms of need analysis under HR 3700 would
probably require that aid available under such an alternative state
program might very well reduce even further the eligibility of students
for the GSL program.

Please find enclosed for your information a proposed draft of the
Bank's new loan program. Let me reiterate, however, that this is the

least preferable program. Such an alternative would be viable only if
the ultimate form of HR 3700 does not provide the terms and changes
requested elsewhere in this letter. Upon reading our proposal, you
will see that these alternative loans will only provide limited
alsistance. The lack of a federal guavantee will require stringent
credit checks and careful analysis of income allowances in order to
assist as many students as possible and still maintain the ability of
the student or parent to repay the loan, which, since the loan is
unsecured and unguaranteed, would really be the Bank's and NDGSLP's
only security.

Discussion of details in HR 3700 requiring change in order to
allow for the Bank's alternative loan program are not immediately
necessary as long as the GSL qualification requirements of § 428 are
not restricted even further and the alternate loans of § 428B and
§ 428C are maintained and expanded.

5.92
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March 13, 1986
Page Three

(The Bank of North Dakota also wants the approval of a secondary
marke t's Plan for Doing Business to be controlled by the governor of
the respective state as presently contained in HR 3700. It has been
the Department's extended, and very often intrusive, position on PDB
and tax exempt debt over the past two years which has precluded the
Bank of North Dakota through the Industrial Commission from fully
utilizing its secondary market trust program. Of course, there are
other factors dealing with federal tax laws regarding tax exempt debt
which also affects our secondary market goals, but changes in the tax
law are not the subject of this letter.

Additionally, the Bank of North Dakota supports (i) the
authorization of consolidation loans contained in § 428D of HR 3700
which will allow for more flexibility in restructuring debts for
students in order to improve cash flow and reduce the number of
defaults; (ii) the rehabilitation of defaulted loans pursuant to
§ 428(c)(9); and (iii) the maintenance of the mandatory payment of the
Administrative Cost Allowancl, incluaing reimbursement for past
payments improperly withheld by the Department of Education, which the
NDGSLP requires if it is to maintain a well-run and efficient guarantee
program.

If you have any questions or wish to discuss any portion of this
letter in more detail, please contact me.

Sincerely,

Gar auer
Assittant Counsel
and Assistant Attorney General

GB/pah

cc: Senator Mark Andrews (w/enc.)
Congressman Byron Dorgan (w/enc.)
Delores James, NOGSLP (wo/enc.)
H.L. Thorndal, President, BND (wo/enc.)
Jeannine Christy, BND (wo/enc.)
Clark Wold, Board of Higher Education (wo/enc.)
Julie Kubisiak, NDGSLP (wo/enc.)
Nicholas J. Spaeth, Attorney General (w/enc.)

Karlene Fine, Secretary, Industrial Commission (w/enc.)

593
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INTRODUCTION

This paper has been developed to describe th t! circum-

stances prevailing in early 1986 that may require the State

of North Dakota to re-examine its commitment to the provision

of student loan programs to its citizens. The information

provided herein is intended to serve as a "benchmark," from

which discussion, agreement, disagreement, compromise and

amendment will undoubtedly come forth. The issues discussed

are comprehensive, but are not intended to be all-inclusive-.

Additional issues and amendments to those presented will

undoubtedly occur as this proposal may evolve closer and

closer to reality.

This paper is a compilation of extensive discussions

between Board of Higher Education staff and Bank of North

Dakota staff at several stages of development, and the

later addition of discussion with financial aid personnel

from the University of North Dakota and North Dakota State

University. While the author of this paper was Clark Wold,

it reflects the collective points of view of the aforemen-

tioned staff personnel.

The first draft of the paper has been edited by the

persons involved in the discussions. This paper may not

represent the point of view of this group as a whole, but

is intended to raise issues and to present various points

of view surrounding those issues. As a specific proposal

for a new program is shaped, the persons that have been

a part of the preliminary discussions will be interested

in providing their advice and counsel, particularly if

a final program deviates to any significant degree from

the program described herein. Additionally, it is suggested

that at some point prior to implementation of a program,

that all postsecondary institutions be given the opportunity

to comment on the goals and structure of the program.

596
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A NEW LOAN PROGRAM
FOR NORTH DAKOTA STUDENTS AND THEIR PARENTS

- AN ANALYSIS OF SEVERAL ISSUES AND PROPOSALS -

NEED FOR A NEW PROGRAM

The need for a new loan program to serve North Dakota students
and their parents has been evident at a non-critical level
for some time. Financial aid and student loan administrators
have been increasingly aware of an undefined, yet seemingly
escalating, number of students not eligible for the GSL
program due to the $30,000 income cap. While aid and loan
officials have expressed concern over this phenomenon,

in and of itself it has not been sufficient to stimulate
activity for a new loan program.

Several events occurred in late 1985 and continued into
1986 that both raised the level of public consciousness
about the aid issue in general, and about the viability of
loan programs in specific. Those issues can be gathered
into three broad categories. They are as follows:

(A) Budgetary: The advent of the deficit reducing mechanism
embodied by the Gramm/Rudmann/Hollings amendments (GRH)
has caused virtually all programs funded from federal
tax revenues to be re-examined. While the initial GRH
initiatives do not adversely affect the GSL program
directly, it has become evident that federally funded
student financial aid programs have very likely "topped
out," and will stabilize at best and dramatically
decline at worst.

(B) Reagan proposals for Restructuring Title IV Programs:
While the specific proposals embodied in the recently
released administration budget are too many to cover in
this analysis, suffice it to say that the administration's
intent is to dramatically restructure what we now know as
student financial assistance. The overall goal appears
to be to reduce the role of the federal government in

- 1 -
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these programs, and at the same time, shifting the

financial burden back to the family itself and, cer-

tainly by inference, to the States.

(C) Reauthorization: The higher education act of 1965

as amended is up for its regular reauthorization in

1986. The House has passed its reauthorization bill,

and the Senate is scheduled to take up its bill this

spring. While neither body is expected to propose

the dramatic changes embodied in the administration

proposal, it is likely that there wil' be several

changes. The changes proposed for the GSL program

are far-reaching and if enacted, could negatively

affect the eligibility of North Dakota students.

Against that backdrop of the changing mileau of the GSL

program, the Commissioner of Higher Education l:rote the

Industrial Commission and suggested that they begin to

develop contingency plans for a new student loan program.

These plans are being developed against the backdrop of

NDCC 15-62.1. This section of the Code provides authority

to the Bank of North Dakota to develop a new, totally North

Dakota supported and operated loan program in the event the

federal GSL no longer could meet the needs of substantial

numbers of North Dakota students.

We are at or very near the point when North Dakota students

will no longer be adequately served. Hence, the need to

discuss a new program.

This paper will go on to discuss several important issues

surrounding a new program. An attempt will be made to

determine the issue, discuss relevant points of view and,

where possible, make recommendations.

At the outset, it should be acknowledged that the conceptual

framework for a new loan program put forth by BND officials

is both exciting and innovative. The commitment to providing

funds to North DaEota students through a variety of credit

mechanisms is at once evident and deeply felt.

- 2 --
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OBJECTIVES OF A NEW LOAN PROGRAM

The manner in which a loan program is structured, and the

eligibility/lending criteria used will of necessity be
at least partially determined by the objectives of the
program -- who are the target groups to be served? Several
groups of students can be identified as needing access to
student credit, or, stated otherwise, those who are not
able to use the GSL program.

(A) Students not eligible for the GSL assuming a tightening
of eligibility in the GSL program. Ineligible students
will likely fall into two broad categories:

1. Students from so-called "middle-income" families.
Under the current GSL program, these students
typically come from families whose student and
parent AGI exceeds $30,000. With rapidly escalating
college costs in North Dakota, these families may
exhibit a certain degree of financial strength, but
do not have the liquidity necessary to pay the

$4,000-$5,000 bills required at a local college.
By most standard measures, they are determined to
exhibit no calculated financial need for traditional
aid programs. As the federal aid programs retrench,
this category of student will grow larger. While
this group of students should not expect outright
grants, a system of student/family credit other
than the commercial credit system may be appropriate.

2 Students from families who have little or no cash
flow and who may exhibit a net operating loss on
the IRS 1040, but whose equity position may preclude
eligibility for the GSL or for other aid programs.

Reauthorization and/or the administration proposals
for GSL are very likely to embody a totally "needs
based" system for eligibility determination. Standard
financial aid definitions include the calculation
of equity in the determination of "need." In

an asset intensive state such as North Dakota,

- 3 -
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this more restrictive manner of determining eligi-

bility will tend to reduce and/or eliminate GSL

eligibility. A system of student credit will be

needed to allow students from those families to

avail themselves of training beyond high school.

3. The discussions in (1) and (2) have both assumed

no eligibility for the GSL. There are cases,

however, where GSL eligibility is minimal. A

system of student credit would be helpful to allow

the student to borrow from a variety of sources

up to a pre-determined ceiling of aggregate student

lean indebtedness. For example, a student may

have calculated GSL eligibility of $500 but due

to the very reasons stated in (1) and (2), may not

have the liquidity to fund the cost of education.

The student credit system contemplated herein

could, in this instance, supplement GSL eligibility.

4. There will be those who propose that a new system

of student credit be structured to allow a full loan

over and above full GSL eligibility. Institutions

that carry high costs are likely to opt for this

approach. A case will also be made by institutions

who offer programs within their institutions that

carry extraordinarily high costs that aggregate

loan maximums should be expanded.

This is a difficult and sensitive issue. The lender

may hold that a new system of credit on top of GSL

eligibility is not sound credit management and

would tend to increase the probability of future

default. The institutional/programmatic point of

view, however, is able to put forth a convincing

.position that argues for the availability of "choice"

by the student the freedom to choose being reflected

in higher loan limits.

- 4 -
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5. It is likely that the categories of students described
in (1) through (4) will cover the majority of

students who may wish to avail themselves of a
new system of student credit. It should be noted,
though, that the final eligibility guidelines
should provide the flexibility to the campus aid

administrator to recommend eligibility for the
small number of students who may legitimately
exhibit need for student credit, but who may not
fit one of the aforementioned categories.

GUARANTEE FUNCTIONS VS. LENDING FUNCTIONS

It is important that a careful distinction be made between
the "guarantee functions" performed by the Bank of North
Dakota, and the "lending functions" performed by the Bank.
North Dakota is in the position of having the majority
of the traditional student loans in the State not only
originated or purchased by the Bank, but also guaranteed
against default by the Bank. This dual responsibility
has caused most to misunderstand the distinction between
these two functions.

As a new system of student credit is considered, it is
essential that these two functions be separated, and sub-
functions within each be specifically identified and described
in detail. The reason for high-lighting the distinction
relates not only to the need for more clarity in the program
and its procedures, but also to the statutory authority
underpinning the guarantee function.

NDCC 15-62.1-02(1) states that the Bank shall establish
a separate guarantee fund for student loans in the event
that the traditional federal programs "...are no longer
adequately serving the needs of North Dakota students...".
The cited section goes on to provide that the agency may
not adopt eligibility requirements or loan limits which
are more restrictive than those eligibility requirements
for loans guaranteed under the federal programs.

- 5 -
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In the absence of a distinction between the guarantee nnd

lending functions, this language could cause difficulty

for the Bank as it attempts to structure a new system of

student credit that would be, in fact, far more restrictive

than the federal program. The lack of a distinction would

necessarily cause a new program to be more "liberal" than

that which is intended. The making of a clear distinction

between the two issues, however, should clear the path

to not only allow the guarantee function to adhere to the

statute, but should also allow the lender to structure

a new system of student credit as it sees fit.

An essential assumption under which a new system of student

credit will likely operate is that the Bank of North Dakota,

as lender, will originate 100% of all loans in the state

under the new program. A comparison assumption is that

the Bank of North Dakota will not offer a secondary market

for these loans. The lack of a secondary market will almost

certainly preclude other lenders from participating in

the program.

As the only originator of these loans, then, the Bank as

lender can set eligibility criteria as it chooses, while

the Bank as guarantor can set its own rnles as to the types

of loans that it will guarantee, (albeit a more liberal

set of parameters). For all practical purposes, though,

the guarantor would only receive applications from the

Bank as lender that were originated under more restrictive

criteria. Even though the guarantor would have the legal

authority to guarantee loans made under provisions similar

to the federal GSL program, the only loans to reach it

for guarantee would be those under the new system of student

credit.

The spirit and the letter of NDCC 15-62.1-02(1) would be

met, while the Bank as lender would be able to structure

a program that would meet the needs of the targeted populations

described herein.

6
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it ahouid sloe be noted that the reminder er the descriptions

in this paper may apply in Whole ot in part to either the

gvatantee ot lending functions. In some cases, there may

bo ovetiep between the two. As the now myetem of student

credit moves forward, the Ilona ahould define tor internal

management an4 control purposes which procedures are more

appropriate r(or thr quarantee and lending functions.

1326110-1

The extent to which students may be allowed to borrow under

new system or student credit, and in combination with
other types of otudent credit, will be important in affecting

the health of the program itself, and of the fiscal integrity
of the borrowers themselves. Studies reveal that aggregate

levels of debt, as well as multiple loan repayments, are

iMportant factors in predicting the tendency of students

to repay their loans in a timely manner, or to default.

The annual loan limits as well as aggregate loan limits

from all Sources should be carefully crafted to respond

to the legitimate needs of students, while being careful

to lua.d against burdening the student with a debt burden

that is unmanageable.

Closely tied to the student debt load issue is that of

the ability of new student credit system to absorb defaults.

As originally conceived, 4 new student credit system would

contain no federal guarantees, reinsurance, or co-insurance.

The *guarantee fund° as finally structured will be funded

by the hank of North Dakota and by the students themselves

through the payment of °guarantee fee," (discussed later).

It will be absolutely essential that the new system of

student credit be structured to judiciously minimise the

potential tor default. Perhaps the most significant single

factor that could stand in the path of the long-range success
of new program is the specter of defaults eroding the

guarantee fund at too rapid pace. A delicate balance

must be struck to allow for students to uSe the program

end not be overly restrictive in eligibility criteria,

while at the same time protecting the integrity of the

reserve fund.
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It has been suggested that the annual and aggregate loan

limits for a new system of student credit roughly parallel

those of the GSL program. Undergraduate loan limits would

typically be lower than those of graduate students and

students attending professional schools. The proponents

of structuring a program to meet the needs of high cost

institutions and programs would suggest yet another level

of loan limits to respond to their unique circumstances.

It will not be the task of this paper to recommend a program

to respond to the "high cost" market.

UNDERGRADUATE ANNUAL LOAN LIMITS

It is suggested that the annual loan limit for undergradu-

ates be set at $2500, a figure parallel to the GSL program.

To set the figure at a lesser figure would be to seriously

undermine the usefulness of the program in light of escalating

postsecondary costs. To set the undergraduate annual limit

greater than $2500 could compromise the integrity of the

program by increasing the potential for future default.

UNDERGRADUATE AGGREGATE LOAN LIMITS

By definition, it is assumed for purposes of a new system

of student credit that "aggregate loan limits" refers to

the total of all student debt, whether from GSL, NDSL,

or all other sources.

It is suggested that aggregate loan levels be keyed to

grade level. With an annual limit of $2500, it is suggested

that the grade level maximums be structured as follows:

Grade level 1 2500

Grade level 2 5000

Grade level 3 7500

Grade level 4 10,000

Grade level 5 12,500

GRADUATE AND PROFESSIONAL ANNUAL LOAN LIMITS

Again, to parallel the GSL program, it is suggested that

the annual loan limit for a new system of student credit

7 8 -
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be set at $5,000. As is true with the GSL program, this

higher annual loan limit should reflect the higher costs
associated with graduate and professional programs.

GRADUATE AND PROFESSIONAL AGGREGATE LOAN LIMITS

As was true at the undergraduate level, "aggregate" is
defined to include student credit from all sources.

Aggregate loan limits at the graduate and professional
level pick up where the undergraduate limits left off. They
are suggested to be as follows:

Undergraduate levels 4 & 5 12,500

Graduate, all levels 5,000 per year maximum,
not to exceed $25,000
for undergraduate and
graduate school.

MINIMUM LOAN LEVELS, UNDERGRADUATE, GRADUATE, PROFESSIONAL

Due to the nature of a new system of student credit, it
is unlikely that we need be overly concerned about loans
in this system being "too small."

This particular issue appears to be more of a lending issue
than it does student credit issue. It is suggested that
the Bank of North Dakota study minimum loan amounts to
determine if a minimum amount is needed.

LOAN AMOUNT/COST OF EDUCATION/OTHER AID

An "umbrella" guideline must be superimposed over all other
loan limit guidelines. In addition to the discussions

above, no loan for a given year should exceed the cost
of education as calculated by the institution, less any
other financial aid. To allow a full $2500 loan under
the new system of student credit in addition to other aid
of all types (including loans) could be to overfund the
student. For example, if one assumes a $5000 student budget
and $4000 in aid from all other sources, the maximum loan
under this new system of student credit could only be $1000,
further depending upon how much of the $4000 in aid was other
loans. This is a fairly standard procedure employed by aid
administrators to assure that students are not overfunded.
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INSTITUTIONAL ELIGIBILITY CRITERIA

The guidelines for a new system of student credit needs

to address the types of institutions in which students

holding loans can enroll. An agreement could be made that

the program should be limited to North Dakota institutions

only. It may be attractive to limit a wholly owned state

program to local institutions.

To strictly prescribe institutional eligibility to North

Dakota institutions, however, would work against a long-

standing philosophy, supported by federal guidelines, that

students be able to carry aid for which they are eligible

to the institution that most closely meets their career

goals, regardless of the state in which the institution

is located. A more practical reason to allow "portability"

may relate to reciprocal agreements held with other states,

such as Minnesota. It may be difficult to justify allowing

our students to flow freely to Minnesota, but not to allow

them financial aid with which to do it.

The Bank may wish to examine the portability issue carefully

in an effort to determine if it wishes to allow this program

to be portable to all types of out-of-state institutions.

STUDENT ELIGIBILITY CRITERIA - NON-FINANC/AL

Eligibility criteria for a new system of student credit

can be separated into two broad categories - non-financial

and financial. The non-financial criteria can be described

and discussed as follows:

(1) NORTH DAKOTA RESIDENCY REQUIRED: There is little

disagreement that this program should be limited to

legitimate North Dakota residents. This becomes less

clear, however, when one realizes that there are a

variety of ways in which residency can be obtained.

Shall it be residency for voting purposes (fairly

lenient) or for tuition purposes (more strict), or

tied to that of parents (difficult to administer for

.

independent, older students). With the understanding
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that a new system of credit should serve bona fide

North Dakota students, it is suggested that the legal

staff of the Bank of North Dakota research the residency

issue and come forward with a recommendation.

(2) SATISFACTORY PROGRESS: It is recommended that each

borrower be required to maintain satisfactory academic

progress as determined by the institution. Under

current Title IV student financial assistance general

provisions, each institution is required to develop

and implement a satisfactory progress policy. These

policies may not be uniform from school to school.

Such variation is allowed by federal regulation to

reflect the unique character of those institutions.

For a new system of stulent credit to use the existing

policies would be to lerd consistency and continuity

for the student, for the institution, and for the

lender.

:3) THE STUDENT CANNOT BE IN DEFAULT ON ANY OTHER STUDENT

LOAN, OR OWE A REFUND ON A GRANT: This provision again

is consistent with Title IV regulations. Particularly

in this program, it would seem only to make good sense

to deny credit to those whose previous credit/repayment

record was questionable. Existing policies on each

campus should cover this area quite well.

(4) ENROLLMENT STATUS REQUIRED FOR ELIGIBILITY: It is

suggested that the new system of student credit offer

eligibility to students who are enrolled "one-half

time or more" as defined by the institution. This

guideline parallels other Title IV aid programs.

While the majority of volume generated under this

new system of student credit will likely go to "full-time"

students, it is felt that this avenue should not be

arbitrarily closed to those students who choose or

are able to attend less than full-time but more than

one-half time. As is true with other Title IV programs,
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loan limits and other eligibility criteria would necessarily

be adjusted to reflect the less than full-time status.

Those adjustments should be made to be consistent

with the administration of the other Title IV programs.

STUDENT ELIGIBILITY CRITERIA - FINANCIAL

(1) MUST APPLY FOR ALL OTHER AID: By definition and objective,

this new system of student credit is designed to respond

to students who for one reason or another are ineligible

for other types of aid. It follows, then, that a formal

application for all other types of aid must be under-

taken for an "ineligibility" determination to be made.

It is expected that an ACT-Family Financial Statement

will be required of all applicants.

(2) MAY REPLACE FAMILY CONTRIBUTION: In order to mesh with

the larger, traditional system of student aid, the loans

provided by a new system of student credit must be

allowed to replace the family/parental contribution

as calculated by the Congressionally approved "uniform

methodology," as calculated through the ACT-FFS. The

very objectives of the program itself require this

statement. Ineligibility for the traditional aid

programs (including GSL) is a result of the calculated

family/parental contribution exceeding the cost of

education, hence, no financial need. This new system

of student credit, then, steps in to "replace" family/

parental contribution to give the family access to

credit where it otherwise would have no options at

all.

A mitigating factor in the proposal to allow the new

system of student credit to replace family contributions

may appear in reauthorization language for all Title

IV aid programs. There is a strong likelihood that

a new higher education act will provide that all aid

programs be need-based, as discussed earlier in this

paper.

The technicality surrounding the financial aid definition
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of "need-based," and the proposal to disallow that

total aid from all sources could not exceed the calculated

"unmet need" for a given student, may preclude the

ability of this new system of credit from replacing

family contributions. To disallow replacement of

family contributions coule be to shift the focus of

the program, alter the goals and objectives of the

program, and change the pattern of demand for the

program. It is suggested that Board of Higher Education

staff monitor this possibility and apprise the Bank

of North Dakota staff of developments as they occur.

(3) FINANCIAL "CEILINGS" TO ELIGIBILITY: It is suggested

that no specific financial ceiling be set, beyond

which there would be no eligibility. Since the intent

of the program is to meet the needs of the so-called

"middle-income" family, or those who exhibit financial

strength but lack liquidity, any upper limit would be

arbitrary and may fail to recognize unique circumstances.

ACCRUAL AND PAYMENT OF INTEREST

One of the most important elements of a new system of student

credit will be the manner in which interest rates are structured.

Interest rates affect not only the student, but obviously

affect the lender as well. It has been assumed from the

outset that a new system of student credit could not duplicate

the interest structure of the GSL program. The State of

North Dakdta is no more able to fund a subsidized program

to the exteat that the GSL is subsidized than is the federal

government.

Given that reality, the next step is to explore alternative

methods of charging/paying interest. A goal in this discussion

was to develop a program that was acceptable to the lender

in terms of a reasonable return on its money, while at

the same time assuring that the interest costs wouldn't

be so prohibitive during the in-school period as to preclude

students from using the new system of student credit.
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As previously noted, the State of North Dakota is in no

position to provide interest subsidy to the extent that

the federal GSL program currently does. In fact, it may

not be possible for the state to subsidize the interest

costs of loans made under this new system of student credit.

That being the case, the task becomes one of designing

an interest charge/payment structure that will allow the

Bank to cover its costs yet not allow the rate to become

so prohibitive to preclude the student from borrowing.

The basic assumption underlying this new system of student

credit should be that the interest that accrues on the

loan during the in-school period shall be due and payable

during the in-school period. Payment on the principal

would be deferred until the student either completed the

program, or ceases being at least a one-half time student.

(Deferments and grace periods discussed in more detail

on pages 19 & 20).

Under this assumption, the Bank would need to develop a

system for the billing and collection of interest during

the in-school period. It is likely that the Bank could

up-date and implement a similar system to that which was

used for the old F.I.S.L. program in the early 1970's. The

Bank would also need to d'velop guidelines for responding

to the non-payment of interest during the in-school period,

i.e., would the loan go immedicately to default, would

subsequent advances on principal be blocked, should billings

for interest be sent monthly/quarterly, etc?

Typically, the most commonly proposed schedule for payment of

interest is quarterly. Further, quarterly interest payments

would have to be current for subsequent disbursement to be

made. Default on interest payments would, for all intents

and purposes, constitute default on the loan itself.

This new system of student credit may wish to take a page

from the Minnesota S.E.L.F. Program. The SELF loan is always

in repayment, according to their literature. Their point

may be one in semantics only, but by requiring payment
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of interest during the in-school period and defining those

payments as "loan payments," they are creating an "attitude"

about the loan itself. We may wish co adapt their language

to foster repayment responsibilities at as early a date

as possible.

INTEREST RATES

The Bank has suggested that the rate of interest charged

students would be calculated based on the one-year T bill

rate plus one percent, calculated and adjusted (if necessary)

on a quarterly basis. A current calculation (early March, '86)

would set the rate to students between 8.75% and 9%.

In an effort to provide protection for the family against

a precipitous rise in interest rates, it is suggested that

a "cap" of 14% be placed on the rate that the family would

be required to pay. To require the family to pay interest

calculated at rates beyond 14% would likely preclude many

families from using the new system of student credit.

Rates beyond 14% could make the quarteily interest payments

too prohibitive for many of the very families for whom

the program is intended.

In the event that rates do rise beyond 14% and that a "cap"

of 14% has been established, a mechanism should be considered

to allow the Bank to tap other sources of income to allow

it to cover its costs as previously defined. To provide

for that eventuality, it is suggested that the Bank explore

a mechanism whereby the Student Loan Trust Funds held by

the Industrial Commission be used to assure the Bank of

a reasonable rate of return over the longer term.

The techniquc: could be to "subsidiza" rates in excess of

14% by accraing any rate in excess of 14% as a "receivable"

against the Trust Funds. For example, if rates rose to

16%, the family would pay 14%, a receivable of 2% would

be accrued against the Trust accounts. Using this technique,

the Bank could account for the 2% as income and reflect

the accrual as an asset.
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It must be recognized, though, that the Trust Funds themselves
are inviolate until they have been "defeased," or until
the last bonds have been paid off. Therefore, the actual
payment of the accrual may not occur for several years.

It is suggested that the Bank legal staff explore this

option in detail to determine its feasibility.

THE GUARANTEE FUND

The Guarantee Fund is that fund which is required by law
and by good banking practice to provide for the payment
of defaults and other claims. NDCC 15-62.1 mandates a

guarantee fund, and allows the face amount of loans to

be made to not exceed ten times the amount of the fund.

For example, if the guarantee fund contained $400,000,

loans amounting to $4,000,000 ($400,000 x 10) could be
made.

One can quickly see that keeping defaults to a minimum
will have a direct and immediate effect on the number of
loans that can be made.

Resources to establish and enhance a guarantee fund could

come from several different places:

(1) It is likely that the Bank of North Dakota could provide

resources to a guarantee fund from accounts, income,

or other funds and resources available within the
Bank itself. The decision as to the extent and source

of such contributions is a Bank decision.

(2) It is not unreasonable to expect the students to assist
in providing for their own defaults by the charging
of a "guarantee fee." Currently the GSL program charges
a 1% "insurance fee," which is another name for a
guarantee fee. The student is also charged a 5% 6origination
fee". As a result, the student currently receives
94% of the face of the loan as cash proceeds, but
is required to repay 100% orthe face.

With that model in mind, it is suggested that a guarantee
fee of at least 5% be established. Working through
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the mathematics, then, on $4,000,000 in loans made

as described above, the 5% guarantee fee would provide

an additional $200,000 to the guarantee fund. When

the multiplier of 10:1 is applied to the $200,000,

an additional $2,000,000 in loans would be available.

Of course, the loans that could ultimately be made

would be reduced to the extent that defaults were

charged against the fund.

(3) It may be reasonable to ask the postsecondary institutions

themselves to invest in the Guarantee Fund. This

practice was followed in the mid 1960's when the United

Student Aid Fund (USAF) was one of the early providers

of guaranteed student loans. One would expect that

any contributions our institutions made would not be

related to the rumber of loans that studerts attending

that institution could receil;e. To tie loan proceeds

avEilable to institutional contributions would be

to discriminate against schools not having uncommitted

resources available for such a program.

(4) Even though the current economic climate in North

Dakota is not favorable, one should not preclude going

to the next legislative assembly and requesting a

direct contribution from the general fund.

(5) A final source of more loans, but not necessarily

more funds, is to change the guarantee ratio. Were

the ratio changed from 10:1 to 7.5:1, for example,

the loans made would rise from $4,000,000 to $5,333,333.

Changing the guarantee ratio must be undertaken with

great caution, however. Any lowering below 10:1 must

be done only after significant study of current default

rates under the GSL program, and projections of anticipated

rates under a program such as in a new system of student

credit.

SIGNIFICANT ADMINISTRATIVE ISSUES

(1) CO-SIGNER, CREDIT CHECK REQUIREMENT: One of the most

significant factors leading to the viability of the
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new system of student credit itself is that co-signers

and credit checks be required on all applications.

A co-signer is necessary because the program will

be wholly owned and operated by the State of North

Dakota through the Bank of North Dakota. There will

be no guarantee or subsidy from the federal government.

The program must be self-supporting, and must be designed

to minimize the potential for loss, not only of the

principal of loans made, but also from loss of interest

earned from those loans. Since most students in and

of themselves have neither the income to pay the interest,

nor the innate credit worthiness to guarantee payment

of principal, a co-signer fills the void of uncertainty

by guaranteeing payment.

Who is qualified to serve as a co-signer becomes more

of a lending decision than an educational decision.

For the traditional "dependent" student, the parent

will act as the co-signer in the majority of cases.

Designating the co-signer for "independent" students

becomes less clear. If the student'is single, likely the

parent would or could co-sign. For married independent

students, the central question is whether or not the

spouse is a qualified co-signer. That is a particularly

critical question if the husband and wife are both

students. Obtaining a qualified co-signer will be

critical not only for repayment purposes, it is important,

too, since it is very likely that the co-signer will

be the party responsible for the payment of interest

during the in-school period. (See page 15, Interest

Rates)

It is suggested that the Bank staff research the PLUS

program and other state operated programs to determine

their use of and definitions for being a qualified

co-signer.

Since the future of the program depends in large part

on maintaining a low default rate, it is also strongly

suggested that a credit check for credit worthiness
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be done. For the same reasons a co-signer is needed,

the credit check can likely not be done on the student.

The credit check must be performed on the co-signer.

Once the question of performing a credit check has

been resolved, the next step must be to determine

what constitutes a valid credit check. One problem

may be that, particularly in the farm community, families

who need this loan due to ineligibility for the GSL,

because of equity only, may not be able to exhibit

cash flow potential or credit worthiness if one were

to use a commercial credit check procedure.

The Minnesota S.E.L.F. program determines that a co-signer

who is credit worthy has no credit bureau balances

discharged and has no more than 5% of current credit

bureau balances past due. If the co-signer has no

record on file at a credit bureau, a personal financial

statement must be submitted (perhaps the ACT-FFS)

and the co-signer must have a personal net worth at

least equal to an amount ten times greater than the

loan requested.

In conjunction with the i-esearch suggested for the

co-signer, it is furthe uggested that companion

research be undertaken to determine what agencies and

programs, other than S.E.L.F., use for credit checks.

(2) DEFERMENTS: It is reasonable to assume that a limited

number of deferments should be allowed. Deferment

in this context should be defined to allow a postponement

of payment of principal only. Since the family/student

will be paying interest during the in-school period,

it follows that any circumstance that would allow for

postponing payment wuld not include interest payments.

It is suggested that the only major deferment of payment

of principal authorized be for full-time attendance

at a postsecondary institution. This deferment would

be used in the circumstance of a student holding a

19 -
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loan, leaving school with the resultant start up of

payments on principal, and subsequent return to school.

There will be those who would extend this deferment

to students who are one-half time or more. To maintain

consistency with the recommendation that the loan

itself be available only to full-time students, it

follows that deferments should follow the same pattern.

While full-time attendance would be the only deferment

suggested, prudent lending policy would suggest that

the flexibility be given the lender to grant deferments

in certain exceptional, documented cases.

(3) GRACE PERIOD: It is suggested that a "grace period"

of nine months be authorized. During the grace period,

quarterly payments of interest would continue with

payments on principal being delayed until the end

of the nine-month period.

The grace period would begin at the point at which

the student ceased to be a full-time student. Should

the student return to college on a full-time basis

during the nine-month grace period, the grace period

would not be lost, nor would the portion be lost that

was "used." A new nin-month period would begin the

next time the student ceased being a full-time student.

Should the student use the grace period and actually

go into repayment of principal, and then return to

school on a full-time basis, the loan could be deferred

for principal payment, but the student would not have

an additional grace period upon ceasing full-time attend-

ance again. At that time, the loan would immediately

go into principal repayment.

Nine months is suggested as a grace period rather

than six months. The current six months allowed by

the GSL is very difficult to administer because it

is a shorter period than the regular academic year.

It should be noted that the GSL program has had nine-

month grace periods in the past, and going from six
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II) PNPOLLMMT VtRFICATIONi It is easential that a timely

method of enrollment veriflation and reporting of

dropouts be implemented. It is likely that a system

parallel to that of the OIL could be used. Timeliness

i* important in order to assure that the student enters

thd grace period and ultimately the repayment of principal

period at the appropriate time.

f41 WON-DISCHASCASLIL IN SANKRUPTCY, It tit unclear whether

or not the new system of student credit could quality

a* non-diSchargeable. Since it is certainly desireable

for this loan to he non-dischargeable, legal staff

of the Sank may wish to undertake legal research to

resolve the question. It has been suggested that

the loan be declared non-dischargeable, thus putting

the onus tor proving otherwise on the student.

171 CLAIMS - WHAT CONSTITUTZS A CLAIM? It is important

that the circumstances which qualify a loan to be

paid as a claim be carefully identified. By virtue

of the previous discussion, bankruptcy would not be

paid as a claim. On the other hand, the death or

disability of the borrower may qualify. The correlative

question requiring an answer would be whether or not

repayment would be enforced against the co-signer

in the event of the death or diability of the student.

Perhaps the most obvious claims will be those resulting

from non-payment of principal and interest payments

due. Collection practices that use "due diligence"
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procedures should be implemented and enforced prior

to a loan being submitted as a claim against the guarantee

fund. These procedures relate more to lending/collection

principles rather than to education policies. Therefore,

the focus for setting these procedures should rest with

the Bank.

(8) APPLICATION PROCEDURES: Earlier in this paper, the

suggestion was made that the student must apply for

all other types of aid prior o making application

for a loan under this new system of student credit.

It follows, then, that the majority of the applications

may be originated by the institutions. Following

the point at which the institution determines that

a student is not eligible for the traditional forms

of aid, or may qualify for a loan under this program

as a supplement to other aid, the student would be

informed of the existence of this new system of student

credit, provided with an application form, and advised

what procedures are then necessary to complete the

application process.

This is not to say that the Bank of North Dakota cannot

originate the application. There will be many instances

where students contact the Bank directly for information

and applications. The Bank's role at that point will

be to provide the requested information, and also to

inform the student that the application process for

the traditional aid programs must be completed up front.

While not immediately or directly affecting the consider-

ation of this new system of student credit, it should

be noted that the application process for all of student

financial assistance is at the beginning of what is

likely to be a change of near monumental proportions.

The advent of a so-called eight page ACT Family Financial

Statement will likely replace or at least supplant

institutional applications and perhaps even the traditional

GSL application. Further, the likelihood that data

will be transferred between ACT to institutions to
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lenders and back again continues to increase. It

is suggested that design of a new system of student

credit cannot wait for these changes to occur, but

that design of a new program be flexible enough to

embrace these changes as they become available.

Perhaps it should be stated explicitly that a new,

separate application will be necessary. While the

existing student aid application processes and procedures

will be an important part of the overall process for

this new system of student credit, it will be identified

as a separate program within the Bank. It will not

be possible to co-mingle funds or procedures with

the existing GSL program.

(9) STAFF AND OPERATIONAL SUPPORT: It is suggested that

additional staff and operational support for the new

system of student credit will be necessary to allow

it to function effectively. Given the current demands

on the lending and guarantee functions of the GSL

program, and the care that will have to be taken to

keep the GSL program separate from any new program, it

may be unrealistic to expect current staff to develop,

implement, and operate a totally new program. To

be sure, this new system of student credit is likely

to start small and grow slowly as it becomes known.

It will likely be limited somewhat, too, by the size

of the guarantee fund and the resultant number of

loans that can be made at all.

It is suggested that overall direction for the program

could come from the directors of the lending agency

and the guarantee agency. It is in the clerical,

processing, and collections functions that additional

help will be needed.

Equally important will be adequate support for data

processing services. Since interest will be collected

from the families on a regular basis, programs may

have to be developed or updated to accomodate that

function.
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As the Bank and the public institutions of higher

education in North Dakota carry on continuing conver-

sations about ways in which we can use data processing

technology to provide more efficient and more effective

procedures, this new system of student credit should

be considered as an integral part of whatever improvements

or changes ultimately occur in the processing of student

loans in general.

(10) ADVISORY GROUPS - STEERING COMMITTEES: It is suggested

that the lending agency and/or the guarantee agency

formalize what have historically been excellent informal

working relationships with college personnel from

across the state. Based on the dynamic nature of

the student loan industry as a whole, and facing what

could well be major changes in existing programs,

coupled with the possible implementation of new programs,

it is essential to all concerned that the lines of

communications between all parties be formal and open

in both directions.

An advisory group or steering committee (the name is

less important than the function) would provide the

vehicle to allow everyone to flush out concerns before

they become problems, to deal with the day-to-day

administrative problems that inevitably crop up when

dealing with tens of thousands of students, scores

of institutions, and millions of dollars and to assist

with the development of new forms. It is suggested

that the membership for such a group could include

but may not be limited to lenders, guarantee agency

personnel, institutional financial aid personnel and

students.

The resuit of this effort should be to give all parties

the knowledge and confidence that our goal is a common

one -- to allow the students to pursue the type of

postsecondary training that will best meet their personal

and career goals and objectives.

CJW:ca
- 24 -

6 20



615

Senator STAFFORD. And with Senator Grass ley's testimony, the
Chair is about to say the committee, is adjourned until next Tues-
day, the 17th.

[Whereupon, at 3:30 p.m., the committee, was adjourned subject
to the call of the chairman.]
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