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-COLLEGE TUITION TAX CREDITS : -

. 'f’.l‘f{URSDAY, APRIL 28, 1977 Y
b C |
HoUSE OF REPRESENTATIVES, - B

Task Force ON Tax EXPENDITURES, GOVERNMENT
e ORGANIZATION AND REGULATION,
COMMITTEE ON THE BUDGET, _
B R © Washington, D.C.
- The task force met, pursuant to notice, at 9:47 .a.m., in room 210,

Cannon’ House Office Building, Hon: Paul Simon, chairman of the:

task force, presiding. . S .

_ Present: Representatives Simon and Conable:” . , ~ *

; Mr. SiMoN. The task ferce: will come to order. = ", Lo

I might explain to our witnesses and others—we were just ebout C

to start. - . , o
. Mr CoNaBLE.' I was just about to arrive. e

. -Mr. SiMoN. I thank you. Our apologies for getting this late start
- but we did not adjourn the House until 12:45-a.m. LT

" Mr. ConaBLE. It did involve the work of this committee. ’

* Mr. SmMoN. It did involve the work of this committee. I hope you -
forgive our tardiness. - ,

. The hearings being conducted this morning and tomorrow .morn-

" ing.by the Budget Committee Task Force on Tax Expenditures,

. Government Organization and Regulation will address the issue of = |
"Federal tax allowances or tax credits for the costs of higher educa-
“tion..Our purposé is to compare this approach with current pro-

grams: of direct grants and loans for student assistance .and, hope-
fully, -draw e cgnclusiong abput-the best program or-mix of '

.-, programs Yor fthe B¢ ment .t ;_d&pt. ‘ -0

. iThis heling ¥s being Yield urdr the-Budget Committee’s statu- ' -
" tory responsibility:"To requeft and .evaluate’ continuing studies: of :

tax expenditures, to devise methods of coordinating -tax -expendi- -
tures, policies and programs with direct budget outlays, and to
report the .results‘of such ies to the House on a recurring

_* bdsis—Budget Act, sectioni 101(c).. - o o .

"1 might add I have discussed this whole matter with the chairman - -
of the.Ways and Means, Committee, and of course the Wayg and

. ‘Means Committee is represented on this task force by, gn

‘gthers, Representative Barber Conable from New York. .
""'There are over 50 separdte measures currently pending/in the o
.~ House and Senate which would grant tax relief for college costs: .

\
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N Axgeendinents providing tax relief or credits for ‘higher education
expenses passed the Senate in 1967, 1969, 1971, and twice in 1976, .
" but none of these amendments was finally enacted into law. Most of
+ these current proposals are.aimed at assisting s{udents from mid-
- ) dle-income families. e A :
~~ . It might be worthwhile to briefly note the history of Federal
‘. - , student assistance programs. Direct assistance began with.the Na-
-tional Defense Education Act student loan program in 1958. Work-
study grants were instituted in 1964, followed by guaranteed loans,
interest subsidies and the basic opportunity grant program in 1965.
‘All of these programs were substantjally expanded iri the 1970’s and -
they now provide a total of $2.9 billion a year in assistance. The
t programs, of course, are aimed primarily. at students from -
.* . families with low and moderate incomes, while the loan programs’
.. . are designed to aid students’and families with mpderate incomes. -
_That is where we currently stand. : : .
The proposed' legislation for tax credits for higher education
. + expenses raise important issues of both edugation policy and tax
' policy which we hope to address in the next 2 days of hearin%s, The
fundamental question, however, isione of budget priorities. Should
student assistarice programs be expanded and, .if so, to what level?"
"+ Should. the Federal Government provide additional assistance to
~middle level iricome families? Should we use the tax system' to *
< &;‘_ﬁvide student assistance or should we use some other mechanism?
* - What gre the ‘advantages of using-the tax system instead of simply -
extending the coverage of the current program of grants, loans, and
work-study? Our respensibility, of course, 1s to see that the revenues
> of the Government are spent wisely, carefully, and productively.
e Our witnesses this morning will be Ms. Mary Berry; Assistart
Secretary .of Education, Department of. Health, Education, and
. Welfare; Laurerice N. Woodworth, Assistant Secretary for Tax
Policy, Department of Treasury, and Dr. Henry Paley, p;esidez( of

. the Coalition of Independent Colleges and Universities. .~
- Tomorrow we will hear from several Congressmen and Senators
. who have introduced bills to provide higher education tax -
¥ . allowances. -Senator- William Roth, Ur., and Sefiator Richafd S. -
Schweiker will t{*‘tifﬂi a8 will Congressmen Tom Corcoran, Philip
* Cranké, and Abner :Mikva. In addition, Congressmen “Lawrence
.~ Ceughlin, James Delaney, and Herbert Harris, and Ségator Ernest
F. Hollings have agreed to submit, written testimony:for. the record.
.- In addition, we will hear from Dr. Edward J. Bloustein, president
# of Rutgers University, speaking for, the'National Association iof
- Staté Universities and Land Grant Colleges; Mr. David n,
S l_;gislative director of the 'National ‘Studefit Lobby; Lawrenge
.. - ~ZBaglaniczny—pronounced Sa-glan-ne-see—national director, Coali- ‘.
i .+ 4 tion of Independent ‘College and Univgrsity * Students, and Dr. -
.»-#" Kenneth Shaw, . president, Southern linoig, University,
v .- Edwardsville, Il. .~ -~/ . = T ;
. 1. - . Time limits have prevented us from hearing all of those who are
.. . interested in the issue of higher education tax allowgnces, but we
. invite and welcome written stat€ments from those interested per-
.80ns or organizations. The record jill remain open through May 15
. for that purpose. . v R
".> ' . . .
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\ Our first witness i.s"Ms..‘Mary Bérry. Aléo‘theré at the witness
:ﬁble‘ is Laurence Woodworth. Perhaps you can introduce the others
: er—e. . ) [} - . . . L. -l . .

\

. STATEMENT OF MARY BERRY, ASSISTANT SECRETARY FOR EDU-

- -

U

CATION, DEPARTMENT OF HEALTH, EDWCATION, AND WEL. "

I_.,

FARE; ACCOMPANIED BY DR. DAVID BRENEMAN, DEPUTY AS- - - |

' SISTANT SECRETARY. FOR EDUCATION FOR_ POLICY"

" DEVELOPMENT: LINDA CHAVEZ,-SPEGIAL -ASSISTANT.TO THE

" . DEPUTY ASSISTANT SECRETARY FOR LEGISLATION (EDUCA-

TION), DHEW, AND CONNIE. STUART, SPECIAL ASSISTANT TO

“ ' THE ASSISTANT SECRETARY FOR EPUCATION, DHEW
» Ms. BERRY, Thank you very much, Mr. Chairman.

I am accompanied by Dr.’ David Breneman, Deputy Assis ‘

_ Secretary for Education for PoNcy Development at my right,
. Ms. Linda Chav¥z, Special Assistarit to the' Deputy,-Assistant

L taﬁ::'y for Legislation, and Connje Stuart, Special Assistant in my
" office. + : ' L . _ &

- the Department’s views on a college tui
Senator-Edward Kennedy on March 31,

Mr. Chairman, I appreciate this opportanity’ to share with you
'%:xc'n tax credit. In a letter to
‘Secretary Califano delineat-

" ed- the Depsrtment’s..position on..a.tuition tax credit proposal

»

.record. . ;20 - R -
[The letter referred to by Ms. Berry follows:] \
' ) ,DEPAMMENT oF HeartH, EDUCATION, AND WE - '
o T PUCATION, AN tarch 31, 1977,
Hon. Epwarp M. KENNEDY, ' T Ty oo
© US. Senate, . . : S v S P o -
. Washingtdk, D.C. " e e . o i

" pending in the Senatg. I am including a copy ;of that letter for the

Dear SexaTor KeNNeDY: 1 am writing in response to.your request for an anal is -

of propoeals for the use of tuition tax credits to provide aid to families with college -

-age students.

“There is no question but. th‘at.college.cbsts are rising and that many families must

" make hard choices to finance a college education. Reduction in the family’s standard

of living or increased ‘borrowing is often necessary to meet educational expenses.
However, there are magpy combinations of grant and loan programs which would |
deal with that problem better and miore fairly than a fgrogi'am_ of tuition-tax credits, *
by distributing assistance according. to the severity of-

lem. For example, a highly paid professional serling his child to a low-tuition’
community college would get as large a benefit under some proposals as a blue collar
worker sending his child to an expensive private college with no other aid. A family -

the particular family's prob-

. 'with income.so low that it pays nio tax would receive no aid ‘at all. The “solution”

"~ proposed -by. such legislation badly matches the problem.

O
d

. . . .
o __\(\ . . o ' ) ,

¢

is,* of course, implies .an answer to your question regardin whether such @

. -ﬂrogi%m would target Federal funds to those who need assistance. Such grants would
ave

. low-tuition public insti

ttle;relationshig to need because almost all students, even those attending
utions, incur sufficient tuition charges and other expenses to

+ *-bé eligible for the maximum credit. A reduction in the allowable credit would occur -

- "only where the student received grant or scholarship agsistance, and, since today - -
*. vsmost grants and scholarships are awarded on the basis of need, such a redugtion -~ -
~."would -almost always result from receipt of a need-based t or scholarship: :

A direct, targeted grant program in which both family aBility to pay-and’ cobts.of

~ attendance determine the amount of the student’s grant is a desirable"way ‘of

. ualizing éducational opportunities, and is highly complementary to loah progr
owever, for many of the upper-middle income amilies which would liker

rom a' grant program surh as the tax credit proposal, I suspect ‘a“loan- program

y benefit -

.

R -."

8 : : N
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* “Sould be referable. ’Wha:rg‘e{ need most is to spread college ¢osts over an extended .-
.~ number of years, as is currehtly dond under the Gud¥anteed Student Loan, p .-
».i%  Lthink most of these families.when. faded with largd college costs in & particular
: " year, woyld prefer a $2,5600 long term 7 percent loan to a $250 to $500 grant. Where
the issue Js not ability to pay, but conVenience, ‘1 beljeve the loan al‘emgﬁve becomes .
... the‘nidre desirable. - ‘ PR A ' .
1V The distribution of benefits under a.grant program pafterned after some prorosu]s
*» "+ " would Appear to be inequitable among income grouEe Benefits would be-largely the
" ..same, despite differences not.only in college costs, but also in income.' We -estimate’
; that at least 60 percent of tax credit benefits would probably go to families with '« -
377 sincomes of $18,000 or more—which are considerably. better off than.the national .
- .. @verage. Further, only 30 percent of the benefits would go to fainilies s‘endinaq
~ - chikren to private colleges, although they have almost 60 percent of the financial
* ..neediof all families likely to benefit from the crédit. = . . O
, - You ask whether the Fproposed prograhs would be consigtent with policies,
. -underlying &r:se‘nt direct Federalexpenditures for education: It would be a-rafical
;. departure. Two factors presently deterimine the amount of aid .a student réceives -
from Office of Education programs: the family’s ability to pay, and the cost of the
- chosen college. When ability to pay is subtracted from cost, we {mve nked, and in this
- senge-all the Office of Education programs are need based. Perhaps, ds some argue, *
. different ways of determining need should be considered, or assignment of responsi-
bility for meeting -neéd among different programs could be improved. I.-cannot,
*however, imagine endorsing’ a student grant .-program which would completely
" discard need as a relevant factor in the manner of some tuition credit Jproposals,,

. Slneerel)’» ; | B S ( i o - . o

e U : JoserH A. Caurano, Jr. -

¢ Ms. Berry. -The notion: of a-tax credit for costs’ incurred By
familiés with-dependents attending postsecondary institutions is not .
©.a hew one. One version of sich a proposal was passed by the Senate
.. last v.%ear‘as part of the Tax.Reform Act 0f1976. As you know, the

~*." provision was dropped in conference. Althbugh this committee does

- not have before it a particular college tuition tax credit bill, it-is my .
' understanding that these hearings are designéd to explore” what =
. role,.if -anly, such a pro might play in ant overall grk)g"b.m oQ’

-+ ‘Federal support for higher education. L e ‘

- Current policy on Federal student financial -aid is to" provide @
assistance baseti on need: Need is determined by subtracting the -
cost of attending a chosen institution from a family’s. abi}iig to e‘féy
for that cost. The administration believes that, given i¥mited Feder- - -
al dollars.for aid to higher educatign, the current policy représents
the best course to pursue. A college tuition tax- credit would.-mark a-

v '~ - dramatic and, we feel, unwise shift in that poliey. '

" Students from varying economic backgrounds pé’ticip at dif-

+- ferent rates in the several Federal grant, loan, and loan)interest
subsidy pr 8. For example, the title IV programs havejgeneral-
ly. served -agreatetr proportion of lower-incéme sfudents than mid-. -

e le-income students, but the pattern of distribution varies among,

- them. Sincé its inception, the’basic- grant program has had the
~ lowest-incomp distribution of the Federal programs, followed'next

by ‘the supplemental educstional opporturjfy/grant program. The -

o fum;ﬁnteed studentgoan program, which was/nacted primarily as a. -

... loan of convenienc® for middle-income f; Nas recently had
- - ,the thipd lowest income distribution of thé-Fed4ral student aid .

. es ar® served, by. the. -

L

« programs. Progressively higher incolme rang
i college work-study, national direct student"loan, and*State stutlent
incentive ‘grant programs. . - . S v
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A cdmpﬁra\giv chart for aéademicééar 1975-76, the most-recent
‘year- for* which™\geasonably satisfactory data -are'-avflilable, 'is‘« )

attached. - . M, . . - . .
. [Tba.info;m’étion referrpd to follows:] - = oD

. TABLE 1.—ESTIMATE PERCENTAGE INCOME DISTRIBUTIONS OF FEDERAL STUDENT- FINANCIAL AID RECIPIEN]S
» : _+BY FAMILY JNCOML 1N -ACADEMIC YEAR 1975 76

C

‘ :  Rasic grant - SE0G: cws NDSL 5513 P
Y . . . e,
010$3.000,. T 29.7 213 16.3 13.2 9%. 1 2.8

16, 2 b 281 216 17.6 36, 1 242

3 201 272 221 209 18.8 .26

s 13.7 14,6 171 19,2 15 4 17.9

. , S 10,0 88 223 291 138 10

- Rbove 15,000 ..~ . Tt 88 223 0 14,8 2.5

"*_A' .__i,'\‘_m R e . e e -
o - NoTEs

e . . N
1. Rercehtage distubutions for basig grant reciprents are derwved from the elgible apicant data base, for 1975 76,
. 2. Data for the SEQG. CWS. and ND%t:fv
students on-the fiscal year 1975 tscal-opegations repsets, fiscal year 1976 data are not expected to vary greatly.
3. SSIG piogram data are derw2d from the 1975 76 performance reports submitted by State agencies. -
4. Data for the guaranteed student loan program are interpolated from sample data collected in somewhat ditferent in-

cofe categories. Because the GSLPdetinition of famdy income s the most divergent from that of the other programs, :

Lexactly comparable data are not available. The distgipution shown s therefore only approximate 1n terms of compar)son
w{nh the othey wovgr_ams.»..‘ . Lt . . ._\\ s

P - ’ . "‘ . & - " e \\' : oo
Ms. BErRy. In the education amendments of 1976, the Congress

~ recognized that increasing costs for. postsecondary education are
making it more difficult for middle-income families to send their

" children; ®- school. - For that reason, the-Congress:enacted new

_ tligibility. requirements for certain ' programs' which, when fully .

implemiented, will make it easier for students from middle-income
families to receive aid. Under the new-lgw, the guaranfeed student’

~Iqan program will provide loan.interest subsidies to students whose:
families efrn up to-$25,000 a year. Similarly, changes-in the assets

. “tesgs for vatious'Federal financial assistance programs will make
more, families eligible for aid..The increase in the maximum parén-
tal"contribution level at which students can qualify for the basic

* educrtional- opportunity grant will extend program, eligibility to

4 students Trorfi sqmewhat higher income families than in the past.

v “As the Secretary stated in_his letter to Senator Kennedy:.-

There.are many combinations-of grant and loan programs: w iéh would deal with
(the). problem (of middle-income families) better and more fairly than a.program of

tuition tax credits, by dist;ibuting', assistance according’ to thl‘a-'severity of the -

T pgrtiqﬁvlar family’s problem. oL . .
« "« Proponents of the tuition, tax. cukdit argue that'it would be a
- means of providing additiondl aid to higher education| without going

‘through thé ngrmal appropriations process. However,* adcording to -
% {

the. estimates By the Congressional Budget Office, a credit of
+ $800 would cost $2 billion in_lost tax revenues by fiscal year 1980.
The credit would not,‘be hidden aid tg higher éducation as its
" advdgates claim but, rather; part of the ovéral} budget which- must
be taken.into account, not only' funds appgépriated: but ‘also tax

. L,

rograms are derived trom the income distnbution.of undergraduate degendént

expenditures dxsp?rsed by l_t’_he Treasury tHrough the tax system. -
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of the tuntlon tax credit also argue ghat it would
peovide substantial’ aid to private institutions. Under most tax’
credit propgsals the same amounf of credit-would be ap@icablefo‘r
 tuition paid at both public and private institutions. There would be -
o incentwes for families to choose private. institution$ over pubhc R
;) ones, nor would the amount of tax relief provided to.the famn
sufficient .to increase significantly the number of students ﬁie to
' attepd postsecondary institutions. However,.the tujtion tax credit
proposal seems one of the least effective and surely one of the least

_ equitdble means. This task force has a.formidhble job.'to .do in -

. anad.geng the impact of various tuition. tax credi proposals whlch.
* ma under consideration by the Congress:
-1 hope that our testimony will -aid you in those dellberatlons ‘4
.In stating the Department’s position on tuition. tax credits for
higher education, 1 point out that Secretary Califano outlined what
- Qur position' is in a letter sent to Senator Edward Kennedy on
v+ Mareh 3], and a copy of that letter is included in’ my prepared
testlmor:{ for the record. : -
ea of & tuition' 'tax credit, as you pointed out in ¢your :
- Qpening remarks, is not a new one. One version was passed lasg
- year by the Senate as part of the Tax Reform,Act and dropped in’
* conference; In general terms,-our position is that we are opposed to
the idea ‘of«4"tuition tax credit proposal as educatlonal policy. That
iS out position. -

policy on student ﬁnanc;al aid is to prov1de assnst-

- ance based on need. We" believe a tuition tax credit would be a
. 'radical departure, and an unwise ‘policy decision. We do have a
number of programs, as you outlined alsé in your opening remarks,

- prov1d1ng aid or subsidies to education in connection with the
college tuition tax credit. I call special attention to the guaranfeed -
student loan program enacted primarily as a. convénience for mid- .
dle-income families. These are precisely the families that are talked

" . about in connection with the college tuition tax credit. ~ .

\? In the education amendments of 1976 the Congress, recognizing '
‘the increasing costs of .postsecondary education that make,it more
difficult for middle-income families to send their childre schqol;

" did change the-eligibility requirements for the guaranteed student
loan’ program to make it easier for students from middle-income

- families to receive aid. Under this new law the guaranteed student

“. .. loan program proyides interest subsidies to students whose families
‘earn up to $25,000 a year. So that we do have a prqvision avallable

7 to'try to meet the needs of those middle-income families. |

ol \ . We think that-there aré a variety of ways of trying.to meét the

needs of those middle-income families and that some ¢dbination of ,

*+ the available ‘grant-loan programs could deal with the problem,

' perhaps with some adjusbments where necessary, but in general a
. tuition tax credit is not the approach to- take.

N Some, people who favor a tuition’tax credit argu h t it would be

.. 'a way of providing aid to higher education wit ing through
A .normal approprlatlons process, with all*of its dlfﬁcultles But

. ~the Congressional Budget Office estimates that a tax credit of $500
” {would cest about $2 billion in lost tax Tevenue by fiscal year 1980.
So t}us credlt would not be hidden ald to higher education as some -

I's

4
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pwple chum but ‘lt woull{be attnbuted as funds avmlable for '
education. among the tax expenditures disbursed by the 'I‘reasury
through the tax system. So we are talking about $2 billion in-lost.
'revenue- with the credit of $500- by fiscal year 1980."Some. other
- people who wguld like a tuition tax credit or support t he ga argue
“-that it would help private institutions. -
"Among the proposals that we have seen, most o them do not .
..make separate provisions for public and private institutions. They
make the same amount of it available for*both. Therefore, there
would be no incentive that we éan see for families to choose private

_over: gubhc institutions. We_do not be}leve the amount of tax relief -

provided to the family would be sufficienf to increase the number of
studepts ,who. would be able to atten postsecondary education
1gmt¥ ly, We know there is -a problem.with middle-incorhe -
:families and higher, educatlon, -although me point out.that the cost .
' of gttending higher education, as they have increased the ‘incomes

- ofssuch families have also increased over the last few years. We -

know it'ig a serious problem®We think ‘that thestuition tax credit

proposal would be perhaps the "least effective and one of the last

eqmtableﬁneans of solving the problem. . .
.In effect, what we are asking is whether we want to spend the,
next-sl 5 billion or $2 billian of the costs attributed to education in_
‘the tax structure on this program or on something else. That is’
~'essentially: what we are askmg‘ We are saymg we do not believe we

do. ] . k - . . . - ‘:

Thank you very ‘mach, Mr Chal.rman .
[The prepared statexhent)af Ms, Betry f0110ws]

Pumm:n Snrmm OF MARY Bpnnv, ABSISTANT - Sncnwmn? FOR Enuc;mon
ARTMENT OF HEALTH, EDUCATION, AND WELFARE ..

Mr Chaxrman, I appreciate this- opportumty to share with you the Department’s
views. on a college “tuition tax credit. In a letter to Senator Edward Kennedy on
" March, 3], Secretary Califano delingated the Department’s position on wstuition tax- -
credit pmpoeal pending in ti Senaw I am including a copy of that letter*for the ,.

. .

.

5

' (see p. —). .
" The notion of a creq_lt for costs jn curred b families with dependents attendlng %
N poetseco dary institutions is not a new one. (;ne version ef such a proposal was - ™

- passed by the Senate last year gs-part of the Tax Refoim Act of 1976. XE you knou
“the. provision was dropped in conférsnce. Although thi committee does not‘ ha
‘before it a particular college tuition tax credi¥bill, it is my understanding that these.. ;
hearings are designed to explore what role, if any, such a proposal might play in an
overall .grogram of Federal support for higher education.

‘ on Federal student‘finaricial aid is to- prov:de asslstance based on
cneed N etermined by subtracting the’ cost of attendi choserl institution
from a fauu}y’s ability to pay for that cost. The administratidn believes that given
limited Federal dgllars for aid to higher education, the current policy represents the *

" best course to pylkue. A -college tuition tax credit would mark a dramatnc and, -we
“eel, ubwise s that policy. -

Students from v. €conomic backgrbunds pa rtncnpate at dxﬁ'erent rates in‘the
several Federal grant, loan, and loap ‘interest subsidy programs. For example, the
tntle IV programs have~generally~served a greater proportion of lower income

than' middletincome students, but the pattern of distribution varies 4mong,

the,m Sincé . its” inception, the baslc t program has had gthe lowest income
. distribution of theJFederal p ,fo lbwed next by the supplerental educational |
. opportunity grant program. ﬁ: deadl - student loan orogram, which was
« ‘enacted primarily a8 a loan of convemence or middle-income families, has reeently
had the thxrd lowest income distribution Jof the" Federal student aid p
Progresmvely higher income ranges are sefved by -the,college work-study, natlonal R

studdnt loan. and State student incentive grant programs. A comparatnve

e 5, - v « .
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3 : . :
. chart for academic year 1975-76, the most recent year for which:reasonably satisfac-
~ tory data are available, is attached. - 4 , o ’ T
: In the Education Amendments of 1976, the ‘Congress recognized that increasing
costs for postsecondary education are making it more difficult for middle-income -
families to send their children to school. For that reason, the Congress enacted new
eligibility requirements for certain programs which, when fully implemented, will
- make ‘it easier for students from middle-income families to receive.aid. Undér the
new law, the guaranteed student loan program will provide loan interest subsidies
to students whoee families earn up to $25,000 a year. Similarlf'. changes in the assets
tests for various Federal financial assistance programs will make more- families
le for aid. The increase in the maximum parental contribution Jevel atwhich
ats can ‘qualify " for: the! basic. educational opportunity grant, will- extend
1 eligibiljty. to students. frgm son@whdt higher income families: than irr the
. As'the Secretary,.stated in” his letfer, to Senator. Ke_n"hedg', *'there -are- many
" combinations of grant -and loan programs which would' deal with [the]-problem [of
middle-incomé families) bettef and-more fairly than a program of tuition tax credits,
. . bi'db dlistri'l,)uti'ng- assistance- according to the severity of the particular family's
.. problem.”. : R P - .
- . Proponents of the tuition tax credit’ atgue that it would be a means of providing
- “additional aid to higher education withoyt going through the normal ap) ropriations
.\ procets. However, accor‘dingbto estimates by the Congressional Budget Office, a tax
7" credit of $500 would cost $2 billion in lost tax revenues by fiscal year 1980. The credit
would not be “hidden”-aid to highér education as its advocates claim, but rather part
. ¢f the overall budget which must take into account not only funds appropriated but
. also tax expenditures dispersédrel:fr the Treasury through the tax system.
Advocates of the tuition tax credit also argue that it would provide substantial aid
to private institutions. Under most tax oredit proposals the sarme amount of credit . -
. * would be appli¢able for tuition’ lamd at'both public and private institutions. There
Li % wpuld be.no incentives for families to choose private institutions over public ones,
T* 7 “hor-would the amount of tax rélief provided to the family be sufficient to increase -
. " gighifieAntly, the number of students able to attend postsecondary education..
it v There-are no easy answérs to address the problems of middle-income familied with - .
_ " dependents attendm% tsecoridary institutiohs. However, the tuition tax credit .
. -proposal seems one of the least effective, and surely one-of the last equitable means.
o is task force has a formidable job to-'do analyzing the various tuition tax credit
¥ proposals before it. I hope that our’testimony will aid you ‘in those deliberations. - -
»¢ .+ - Mr. StMON. Thank you. * =~ "It e I
-* 1 think before we get into questions we will also ask the gentle- .
‘ man from ‘the Treasury Department-to testify and then we will

N

" move into the questioh process. .. ‘ ‘
" STATEMENT OF HON. LAURENCE N. WOODWORTH, ASSISTANT :
"'SECRETARY OF THE TREASURY FOR TAX POLICY; ACCOMPA. -
- NIED ‘BY EUGENE STEUERLE, OFFICE OF TAX ANALYSIS,

' TREASURY DEPARTMENT - - . ~*. . o g

Mr: WoopworTH. With me is Eugene Steuerle from the Office of
Tax Anaiﬂsis of the Treasury Department. ' , :
1 find that I am in complete agreément with the remarks,1 just
' " heard(Ms. Berry testify to. I am of course here because this is a tax
.. expenditure item, not because I have any expertise in the area of
- education as'such, b do not want to convey by reference to the tax"
. expenditure-that the purpose of this:program is necessarily without -
" merit. What'T do wish to emphasize is the tax expenditures are’ just

- pne means of Government finance. .
" "“ In this case wé believe they should be examined in-the context of
total spending for postsecondary. -education. In:fact, I hope the

_ committee will compare this expenditure with all other claims on
e -;‘E%deral'resourcéé—eipendi_turej or.tax reductions—ahd will consid-

‘er the tradeoffs involved in choosing one prograni- over. ‘another.

~ Yo 13
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~Moet bills. which provide for tuition credits involve substantial -
losses _of\tax revenue. For example;, we estimate that the revenue
sost of a' nonrefundable-tuition tax credit of $250 would be in the
orhood of $1.1 billion, while a similar credit of $500 would
.2 billion at 1977 inconre levels but in a full year of operation.
. “Onceaycredit of this size ig adopted it could be expected there
would be egntinuing efforts to increase it, first to $1,000, then to
$2,000 and pubsequently to-still higher levels. This program could .
sasily become a major draif on Federal revenues. The Treasury
Départment does not oppose ihcentives for investment in education
per se, but we' do believe.that, given the current system of assist-
ance for "higher education, there .are more pressing needs in the
economy for other expenditures, tax.reductions, and reforgns that
would do ‘more to increase the equity of dur tax system. o

* As you know, my office is engaiedin a comprehensive study of
tax reform and is cooperating with-the Department of HEW in a
study of the tax aspects of welfare reform. Many of these reforms
may not be possible if there is a large imcréase in expenditures or
tax reductions for other purposes. I vl;(l)ﬁe then that in your consider-
ation-of the current proposals yau will give due weight not only to
what you may be including in the tax code but what 'you also, may
be,i;lr:cluding. as well. -~ N B
T have made the comment that there may be better expenditures ‘
of the Federal tax dollat than the adoption of a tax credit for
education expenses of higher or vocational education. In part this -
observation was made because of existing governmental expendi- -
tures for higher.education. Exclusive of tax expenditures a Congres-
sional Budget Office study estimates that the Federal postsecondary.
education budget Y’rlovides for direct outlays of some $12.7 billion for
‘ 1 year 1977. In addition, current tax expenditures: for higher
education will approach about $3.8 billion for fiscal year 1977. Thus
in total the Federal Government will directly and indirectly provide
funding on the order of $16.5 billion a year to higher education.
- These Federal expenditures toward higher educatiorn have not
remained stagnant, but have increased substantially dver the last . -
few years. For instance, ‘outlays under hiiher education programs N
administered by the Office of Education have more -than doubled
from fiscal year 1970 to fisci! year 1977. Not only has Government
assistance incréased over Fecent yéars, but family income has risen.
-as well. In fact, median family income has risen,at a rate compara-
ble to increase in gross student charges at institutions of higher
education for the yearh 1967 to 1976. l%ce ntly the rate of growth of ™
cottie has accelerated while the rate of growth in student charges
_has slowed down—in part, of course, because we are still. in a° -
recovery period from the last recession. ~ = . - Sl

I m;.{e these observations not because 1 believe there are no .

financial difficulties associated with undergraduate or vocational.
education, but becausg I believe it is important.to recognize that in
recent years governments at all levels have responded to increased
costs of higher educatiod with ‘increased  assistance and
. 8X ditu'reﬂ. X o o \ ".',f;' : . »

-1 would like to spend the remaindgr of my tinje in discussing the
implications of an education tax cregit artd,its effact on tax simplifi- - .~
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" .cation, resource allocation, and tax equity. I think it is important to
emphasize that a proposal for tuition tax credits moves away from
the abjective of simplifying our tax system. This is a ' major objective
of the current administration and this is something we consider a
ve'?}'x important probleth with the tuition credit,

ere is a tendency, I might say, on the part of Congress to think

up various. and sundry good ideas and then suggest-a tax credit for

‘them. It used to be & deduction. In recent years it is shifting toward
credits. If this process continues, we are soon going to have to ‘have '
a -whole e on the tax return for nothing but provision or
allowance of one credit after another, as well as other backup
sheets to indicate how each particular credit is computed. In terms
of tdx effect, it Teally ¢an be a serious matter. N - ¥
If a tuition tax credit were adopted, the number of credits would ,

- increase and a new tax schedule would be required. Moreover, this

.. kind of credit-requires considerable recordkeeping by the taxpayer
or the Internal Revenue Service, particularly since legislation
would provide for a lifetime maximum credit for each taxpayer. I

. think you can see this would be & difficult-thing for the Internal” .
Revenue Service to keep track of. If you ask the taxpayer to keep :
track of the credit, it would be more convenient for-him not to keep'-,

ecords because it cuts to his disadvantage, rather than advantage, *

in so doing: SR Dol :
‘Given the existing number of programs for assistance for students ,
'~ in institutions of higher education, I doubt seriously that an addi- '
¢..tional gducation tax credit would simplify the Government's overall - -
~ _role in"the field: of education. .. = i PP
‘The Secretary of HEW recently announced a plan to censolidate
stxrldentﬁ aid programs currently administered by HEW. This bill -
counters that,drive: towsdrd simplification and. consolidation of Fed-*.
qral assistance to higher education. by, first, increasing the ‘number
of programs and, second; moying.the administration of the program . *
away from the agency of the Federal. Government responsible for
-trying to bring some consistency. and rationality  to the existing
.program structure. . o T
I might point out at this time that most of the bills in this area. -
impose a number of duties on the-IRS in determining what consti-
‘tutes a qualified education program. This is a function in which the
Internal Revenue Service does not have particular expertise, and is .
one which, in our opinion, is much better left to HEW than the IRS.
One reason for: providiniea tax credit for tuition and other
. educational expenses may the belief that there is currently
. insufficient investment in higher education. It is not clear that this
4 ig'the case. But I would like to add at this point, even if that were
true, providing for-it through a tax.credit is not necessarily the best
wgi!h.tq proceed. . : . o .
The cost of higher education has been substantially lessened by
- both Federal assistance and by provision for public education by
_ States and localities. Moreover, even if there were underinvestment
in education, there is no evidence that such lack of investment lies

in the field of higher education. s N
. For many individuals the primary source of education is obtained
" at work or through some form of continuing education. We should .

L
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alsq note that Government aid js more likely to increase investment
in higher education if it is designed to assigt those who are at the .
margin of a decision as to whether they should attend college or
not. Since poor families are more likely to be at the margin,
programs aimed at these families are more likely to increase
investment in education per -dollar spent than are programs which
‘provide equal benefits to all families. - Co ‘
In fact, for a family which invests the same amount of money. in -
higher education, regardless of the credit, the credit_ends Up provid:
- ing resources. for their consumption of food, clothing, recreation, or
some other goods. i think this is an important poinf—what this
rea]ly means is that more funds in the higher income brackets
would be-available.for purposes other than education, since you can
. expect that highér in¢ome taxpayers-would make the sacrifices and
¢see to it that theinchildren were educated in any event and simply
‘cut back 1n other areas. The credit then becomes middle-income tax
_relief, not a subsidy_for education. Middle-income tax relief may
well be desirable, but it is doubtful whether it shotild be given only
- to-those with-children in college. Many others have large expenses - -
. attributable to othér needs as well., * - = -
. -1 might add that we are giving serious consideration to this area -
% in the tax reform legislation we are &'epaﬁn at the present time. =~ °
= ‘Figally, some of the credits would be s with the institutions
. of learning through higher tuition charges. In the simplest case we
~ would certainly expect that the amount of credit would set a floor-
of the taition "charge of ‘eligible institutions. ,Beyond that, it is
apparent “hat a rise in tuition by the.amount of the credit would-'
leave the net byrden of the recipient families exactly the same.’ In 3
any.case, a8 Wﬂ&lgoﬁ subsjgies, it can be expected that some of the .." " -
- benefits of the subsidy would:go to the suppliers of the services—the .
~ colleges.and- universities—as well as the st ©ts-and their.families, = = .
_ and thus that some of the tax credit would be reflected in higher.
. gnition cost. In case of publicly supported higher ‘education, the
~ credit ‘may. in fact indirectly substitute Federal support, because .
. costs that would otherwise have to be met by State or-lécal taxes
- . could then be met by higher tuition charges which are, in effect,
paid for by the Federal Government. = - o S :
““"Most of the arguments that I.have heard for a college tuition
credit are based on the implicit equity argument that without such
relief, middle-income Americans will be priced out of the market for
higher education. A closer look at the-equity considerations leads to,
the -conclusion that a tax credit for tuition and related expenses °
~ would be an inappropriate tool to provide such relief. Again, I am ~
not saying that tax relief for middle-income families is not needed,
_but rather, I am questioning whether it should be available only to
* those with children in college. - ' ‘o
First, as I noted before, student charges, net of Féderal assistance,
have declined as a percent of median family income over the past 9.,
.years. It is not clear thai the median income family supporting a
‘student, in college is moye deserving of .relief now than formerly.
Second, a tax credit \generally grants equal _relief to taxpaying
'* families regardless of their need. I believe a program based upon
* ability to.pay of the taxpayer would be bettér targeted fo, meet.the

-
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needs of our citizens. An across-the-board tax credit is inferior to -
programs of targeted grants or loans in meeting the goal of equaliz-
ing_educational opportunities. _
Third, the typical recipient of the tax credit would be wealthler.-
than the average citizen. In 1975 the median family income of
families with an 18- to’24-year-old dependent in college was more
than '$4,000 greater than the median family income of all families” -
with an 18- to 24-year-old dependent and more than $6,000 a year
greater than the median family income of all families. In a sense
. the tax credit might be viewed as providing relief to uppér middle-
——ncome taxpayers for the temporary liquidity problem associated
with the transfer of wealth to children through the payment of
educational expenses. In fact, in the absence of offsetting changes in
the tax structure, the tax expendlture would increase the share of
-taxes borne by.lower income families.
There'is a further technical difficulty in bills of this‘type and L

v 'thmk I have ‘already mentioned it, that the IRS is hardly ‘the . -

correct _institution to determine if the varigus schools meet the
necessary requirements for the tax eredits,_
- Let me summarize the Treasury Department.s posrtlon on the use
of tax credits for educational expenses of higher r education. 'We
‘question the value of ddding another assistance ptograim for higher
-~ educgtion onto the existing structure of programs: We believe the:
. " total complex of programs for higher education s uld be examingd
. -, 'as a whole and the adoption of another tax expenditure would wgrk -
... at crosk-purposes to that goal We are not convinced. that
... average st ent.or his family is in greater relative rieed ‘of assist-
. © ance than he was. 10 'years. ago.” We believe the Government .
- - ‘assistance to ‘higher education has 1ncreased qujte substantlally
.. dver. this period of time. ¢
.- * < AlSo, on simplicity greynds we oppose the tax credit because.the .
e adoptlon of ‘another tax expenditure would only furthér add com- -
- plexity to the labyrinth of Federal tax expendltures for education
*.:'and would further split, program responsibility, across agencies. On
efficrency grounds, a tax credit subsidizes certain types of education
while ignoring others and is an inappropriate means, ip our opin-
"ion, of encouraging investment in education.. On equity grounds, a
tax credit grants benefits to recipients.without regard to their
needs, the amount of their expenditures for education, or the fact -
that these students and their families-on average have higher
incomes than the majority of Americans. Thank you very much.
[The prep&ed statement of Mr. Woodworth follows:]

PREPARED STATEMENT OF HON. LAURENCE N. Wooowon'm._AssxsrAN'r SECRETARY OF
8 THE TREASURY FOR Tax Pouricy N

Mr. Chairman and members of the committee, I am pleased to appear here today
. to present the Treasury's views on bills such as S. 311 which prov:de a tax credlt for
, the cost of tuition for hxghe/oducatlon . .

DIRECT EXPENDITURES V3. TAX EXPENDITURES

Let me start.by -observing that if the proposed islation provided direct grants
rather than tax credits for higher and vocational education, I would not be ore
ybu now. Were the credit-to be paid directly to the institutions of higher education or

' d.;rectly to individuals without use of the tax system then the programs under




consideration here would be treated as éxpenditure items rather than tax reductiens
- and the proposed legislation w d not be a Treasury matter. It is becaise the
potential recipient of the credijwould file for the credit through the tax system that
the issue is brought under thé purview of the Treasury De ent. But this does
not change the fact that the bills before you today cleaé‘lyi o 1 for expenditures from

, I ho

the Federal Goyernment—albeit tax,expenditures—an that you will consid-
.er them as you would any pr tliat-provideg a direct disbursement of Federal

- - T do not wish.to convey by the term tax’expeNditures that the purpose of this
. is without merit. _Wga_t 1 do wish to emphasize is that tax expenditures are .
" Just orle mesns of Goversihent finance snd in ths case, spoul e PRLcE St th
: total spendi or econ ucation. In- . ope that the)
‘ committee ‘will compare this expenditure with all other claims on Federal re-
sources—expenditures or tax reductions—and will consider the tradeoffs involved in
choosing one program over the' other. ot :
. ot ; “REVENUE COST. OF THE PROPOSALS ST
- Most bills Which rrovide for tuition tax credits involve substantial losses of tax
- revenue. For example, we estimate that the revenue cost-of a nonrefundable tyition - -
" taw credit of $250 would be in the neighborhood of $1.1 billion; while a similar credit
- of $500 would cost $2.2 billion gt 1977 levels of incomé (see table, 1). Once a credit of
- this size is adopted it oouldfbe‘e?ected that ‘theré will. be- cdntinuing efforts to
_ increasé it, first-to $1,000, then. to $2,000 and subsequently to still higher levels. This . -
: g:gmm could easily becomé’ a ‘major drain on Federal révenues.,The Treasury
*-Department dqes not oppose incentives for investment in education'per se,"but we do :
__’balieve that, given the cirfent system of assistarice for higher edutation, there. mdy ~
“:be more pressing needs in the econamy for pther, expehditures, tax reductions, and °
- ‘reforms that would do more to increase the equity of oyr tax system. As you:know,
. my own office, is engaged in a.com hensive sty W’ of tax reform and is.coopefatin
. | yith the Dep ucation, and Welfare in a study of tax aspects of -
We reforms may not be. possible if there is a large .-

~' iritreass ig expenditures or
 your consideration of the cifrrent proposals you will give due wejght not only to what
. you-may be including in the tax code buf what,yeu may -be,precludiqg as well.

" TABLE 1.—REVENUE'LOSS FROM NONREFUNDABLE 100-PERCENT TAX CREDITS £OR HIGHER EDUCATION BY -

- ADJUSTED GRQSS INCOME.CLASS: FULL-YEAR EFFECT AT:1977 !.EV_ELS OF INGOME'AND E_lfROLlMEN.T;L -
N [ SR < B SN > : . “ ': - e
Wt . " Revenue loss }(vsize'ot :
. K e o . K t“‘ﬁ""s ‘maximum credit (0 millions) *
- : - ‘ : - nefitin, - —= -
_Adjusted gross income class  © | (thousands $100, $250 . - $500
s S A S S
$5,000. - YY) §7 12 16
to $10, 631 ° 54 .92 65
_ .$10,000 to $15,000 1,236 100 206 381,
5,000 to $20,000... R 1,051 102 29 A 416
. ,000 to $30,000_ .. .- 1,430 , 128 - 32077 630
: -$30,000 to 250,000... . 906 37 218 4
: 250 000'to $100,000. . 269 - 27 © 68 135 .
. lpb.-OOOandover._..___.___,_____'_.__4_,.,4____._._ : 4 5 12 25
' TOMAl oo oo ee e e 5,714 510 o L147 2,200
) - v

SIS e i e

™ ; e S - :
1 Based on general provisions of S. 311 as introduced by Senator Roth, Jan. 18, 1977, Credit coverstuition, fees, bodks, -
supplies, and equipment for full-time undergraduate $tudents, including those in vocational schools, Assuméll to cover

expenses incurred after Dec. 31, 1976. R N
: ) . u . . .
Y : . e . .
" -
' "t /) .
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‘ ""TABLE_Z.-'—E.SﬁMATlQ FEDERAL TAX EXPENDITURES ‘FOR HIGHER EDUCA.TION,‘ FISCAL YEAR 1977
! ¢ ' ) [In millions of dollars)
, Revenue cost .
i
. < S + . Public Psivate
B ¢+ Description _Institutions institutions [ Total
e ———— ey o - a . -
. Deductibihty of contribution$ other than bequests to education :n- b
stitutions +_ ... .. .. . . . 580 200 788
Deductibility of bequests to education wnstitutrons.  + - 225 50 27%
Unrealized capital gains on gifts and bequests to higher 2ducation . . 60 20 80
. Parental'personal exemptions and tax credits for studenl age 19:and over 240 475 715
Exclusion of scholarships and fellowships . . “ 110 110 220
Exclusion of GI bil benefits for higher 2ducation : . . 40 150 190
Exclusion of student survivor benefits under social secunty 25, 75 100
Subtdtal, direct tax expenditures 1, 280" 1, 080 2,360
. Deductibility of State and local taxes -~ 1 1020 ~ 1,05
‘Exkmption of interest on general purpose State and local debt - 15 » 415 TA30
Subtotal‘,bi’r\'duect tax expenditures . 45 1,435 1, 480
“Total. ] 1,325 251 3,840
! Includes some gifts to primary and secondary schaols. o
2 Assumes that-g.5 percent of State and lacal peneral expgnditures. and debts are for. higher egucation (Government - .
Finances in 1973-74, p. 18), . RN . . . B
Source: Eml Sunley. “‘Federal and State- Tax Policies.”” paper prepared for the Brookings Conference 8n+*"Public and
» Prvate Higher Education,’ Nov. 11-12, 1976, o . ‘ :
) A . .
. . . ‘5_:". N PR S A R K o .
R N s - TABLE 3—INCOME-AND STUDBENT CHARCES, 1967-76 C.
- . e L . <3 .
e, Sty e T R . S ‘ S ..
Lo . LT . Median fodly income ! o Total stutlent chyrges” .
. el o, T T e e e ’ ~(school year ending spiyng
2 .- S L “;.. L With 18- Per caprta of year-indicated) .
" et . v Nt 8- 10 . 24-Yr-qld disposable -y~ e B
[ T . % ot N A d  dependénts persgnal .. | Lo
. R - Year . i . All fam:lies - | depe ts 1 college _ tncome ', Public  Priyate
» ; : ) b h 9 ‘ s K < .
’ v . o “(ly i " ) [C)] <€ ()
, .l e . T ?,;n.; IR T e
o - 47,933, 49,228 3§11, 433 a&} 740 Y 51,026 12,124
) . 8632 10,169 ™y - 12, ., 930 “ 1,064 2,204
<L, /9;433 11,976, 13, 31t 1,117 2, 321-
N . /9,867 11,485 - 14,:386 9. 348 1205 * 2,833
A
i : 10, 285 11,960 15, 099 + 3,588 },288" 2; 740
R} 13, 862 16, 048 3,837 . 11,357 2,917 =
- 12,051 13,95 17,220 . 4,285 1,530 3.035
. 12, 836 v 1as624 18,634 . 4,639 . 1, 566 - 3,163,
- b - 13,719 ©18,739 - 20,014 5, 062" 1,710 3,744
14,547 © t 16,897 - 21,918 5, 494 I, 882 3,981
-Percent change. 1967 7u - 834 Tr81l L9l 100. 5 g4 +87.4
. Estrrnated percent ) i -
ch‘ange, 1976 78~ _. LN + 1810 422 ~+1L9 ;118

t Famidy incomes for all famities are those reported «n the Bureau of Wi Census March current population surveys.
Famy intomes lor famdies with 18- to 24-yr-old dependents are those reported in the October current population surveys
but projected to Masch levels of income: for all tamil.es. The Bureay of the Census reports thatfor t..e above penod, October

. madan family :ncome-1anged from 82 (o 86 percent of the median family incomes reported tn March. ot

= astimated. . ‘ . o -

N v . . M .
"' College Scholarship SErvice estimates for ctianges at 4-yr resident coll eges.

Note: A census f:
sons are considefed
cludes a head of the household, the wife

. fult time are inclyded in cbi. (3).

Source: "'Survey of Cutrent Business' and Cangressional BudgetOftice, *‘Postsecondary Eddcht:on: The Current Federal .
Rale and Alternative Approaches (February 1977),"" Hureau o,fA!he Census Current Population Reports, National Center -
for Education Statistics. L R, . ’ . .

Jmly 15 2 or more persons related by blood, marriage, or adoption and residing together. All such per-
members of the same famiy. Cols. (2) and (3) are mcomes of priniang famufies A primary famidy .,
. or married. Only thosen which the 18 to 24-1-0ld dependent 1s attending college

N
)
i
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_ CURRENT GQVERNMENTAL EXPENDITURES FOR HIGHER EDUCATION -

*1 have made the comment that there may be better expenditures of: the Federal
‘tax dollar than the adoption of a tax credit for educational expenses of higher or
votational education. In part,this obeervation was made. because of existing govern- |
mental expenditures for higher education. Exclusive of tax expenditures, a Congres-
sional Budget Office study estimates that the Federal postsecondary education

* budget provides for direct outlays of some $12.7 billion for fiscal year 1977. In
addition,, current, tax exgenditures for higher education will approach about $3.8
billion for fiscal year 1977 (see table 2). Thus, in tota}, the Federal Government will
direct§: and ‘ind‘;'.réctly-"Provide funding on the order. of $16.5 billion a year to

. postsecondary education; ".. T\ . ‘ S .
* ““These Féderal expenditures’toward Higher education have not remained sta?n!mt
but hav¥ ingcreased substantiatly over the last few years. For instance, outlays under

igher educational administered by the’ Office of Education (subfunction

! P l
8 3 have mbre than doubled from fiscal year 1970 to fiscal year 19717.
v ) FAMILY INCOME AND STUDENT CHARGES :
“.. Not.only has governmental assistance increased over recent years, but family
“income has risen as well. In fact, median family income has risen at a rate .
comparabie to the rate of increase in sﬁudent charges at institutions of higher ..
', education for the s 1967-76 (see table 3). ntly, the rate of growth in income *
“has accelerated while the rate of growth in student charges has- slowed-down~~in ** '
art, of coyrse; because we are still in a recovery period from the last recedsion.” .
. Combining the incréase in family income with the increase in‘appropriations Yor -
- student aid programs, a Cangressional Budget Office “study contciu ed that the . -
chazge&fmeci by students from' low- shd moderate-income families net.of Federal = . "
- assistance have dropped &5 a pertent of family incorpe in the last 9 yedrs, while, for . -
_ -middle-income f@milies, the ratio of charges net of Federal assigtance to family .- .
“.‘income .has rethained about the same. - .- . L - :
T make. these observations: not because I-bélieve that. there are ‘no ‘financial "~ ;.
, difficultiesy associa with*undergraduate or vocational education, but because ) S
‘believe it ithportant to recognize that in recent years governments at all levels have * tar
.responded, .to .increased costs of, higher education with increased assistance and , -/ )
‘expendijtures; -~ - - . .- - A w
n\:mou.'rlcx IITS AS A POLICY TOOL™» : ce oy

4 would-like Yo spend the remainder of n'ul__time before you disc
1

. . |
“ )

-

; . $ . ing the
implicatiém of edlication tix credits for tax simplificatiofi, resource allocatjon, and -
- tax equity. . IR U
" Simplification’ Effects.—)-think it is important to emphasize that a proppe
*“tuition tax credits mbves away from the objective of simplifying our® tax fem. If a7 &
tuition tax credit were adopted, the numbey of credits would increase and 4 new tax -
_ schedule would be required. Moreover, this type of credit oi necessjfy requires.
o ter recordkeeping by the taxpayer and/or the Iriternal Revenue Serfrjce, icu-
* “Iarly since any legislation would provide for some lifetime maximum cyedit or each
. taxpayer. , . ' R \* .
- A - _‘\ v -
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s ’tuition,and, reldted

" Given the ‘éxisting number of proFrams for assistance for students in institutions
. of higher education, I doubt seriously that an additional education tax credit would

simplify the Government’s overall role in the field of education. The Secretary of

) Health, Education, and”Welfare recently - announced a plan to cqnsolidate the
. g:j:l nt-aid programs currently administered by HEW. This bill counters that drive. -

e
ard consolidation and simplification of Federal assistance to higher education by,

increasing the number of programs, and, second, moving the ddministration of .

the program away from that agency of the Federal Government responsible for

. trying to bring some consistency and rationality to the existipg program structure.
A "Allocdtion of Resources—One reasop for providing a tax crédit for tuition and
other educational expenses may .be a belief that there is currently insufficient
-investment in higher education. It is not clear that this is the cage. The cost of higher
education has been gubstantially lessened both by Federal assistance and by .provi
sion™for public edycation by- States .and localities. Moreover, even if there were
underinvestment in-education, there is no evidence that such lack of investment lies
in“the field of . higher education. For mgny individuals, the primary source of

SN .eda;:gtion’-is obtained at work or from some form of continuing.éducation. .
« - © We ghould also note that Government aid-is more, likely to increase investment in

~

- - . higher educatjon if it is designed to assist those who are at the margin of a decision- - -

. ‘a8 to whether they should attend coli?e or not. Since poorer families arg more likely
. to be on the margin, programs aimed d#t these families. are more likely ta increase,

investment in education par dollar spent than are programs, which provide equal .-

.. benefits to all families: In fact, for.a family which inve¥#ts the same amaunt of money .
~ . in higher education regardless of-the credit, the credit ends up providing resources

for their i:onsumgt‘an of food, clothing, recreation, or some other good. The credit
- then becomes middfe ihcdine tax relief=—not a subsidy for 'educationégliddle income
. ‘tax relief may well be desirable but it is doubtful whether.it should bégiven only to

S -thoge with children in collége. Many -have large expenses attributable to other needs -

a8 well.- - v .
=" % Finally,  some’ of the ¢

- through higher tuition ch
~the’ amount of-the’ credi§ would set-a floor on the tuition charges of eligible

-~ _imstitutions. Beyond. this, it\is apparent that a rise in’ tuition by the amount of the

- - creditwould leave the net bj\rden of recipient families exactly the same. In agy case,
* as with most subsidies, it.
“will go to the suppliers of th¢ services—the colleges and universities—as well as the

5 would be. shared with the institutions of learning

rges. In the simplest case, we would certainly expect that -

be expected that sqme of the benefits of the subsidy

L

‘demanders—the stydents apd their families—and thus-that some of the tax credit -

will be ected in high
educatiol;ﬁuthe credits

y, indirectly substitute Pederal support for State apd local,

tuition costs. In the case of publicly supperted higher & "

support. . . . o : N . .
Distributional Effects\—Most of the Arguments that I have heard for a college;
-+, tuition tax crédit are on the implicit equity argument that-without such relief ..

middle-income Americans)/will be priced out of the market for higher education. A

’ ‘closer, look at the equitytonsiderations leads to the conclusion that a tax credit.for : -

Penses would be ant inappropriate tool to provide such relief.
Again, | am not saying that tax relief for middle-income families is not needed, but

rather I am questioning whether it should beAavaila_ﬂe only to those with c_hi,ldx_'gn‘_m' i

college. . i : - I
. First, as I noted before, student charges ngt of Federal assistance have-declined:as '
a percent of median family ¥ncome over the past 9 years. It is not,clear ‘that the
median income family supporting a student in college is more deserving of relief now

-than formerly. . . W

. Second, a tax credit generally grants equal relief to taxpaying families regardless
of their need. I believe that a progmm upon ability to pay of the .taxpayer
would be better targeted to meet the

credit ‘is inferior to programs of targeted grants or loans in meeting the goa
. equalizing educational opportunity. v . .

needs of our citizens. An across-the-board t%_ )
] A
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Third, ‘the gt’?g)iéal'feci'pient of the tax credit would be wealthier than the avem?e -
citisen. In 1975, the median family income of families with an 18- to-24-yearold <
gﬁp'endent in college was more dyan $4,000 ter than the median family'income of { -

' families with an 18- to 24-year dent and more than $6,000 :;Xlear greafer
than the median family-income of d}l tamilies. In a sense, the tax credit might be

‘s viewed as providing relief to upper middle-income: taxpayers for the temporary

, .liquidity problem associated with the transfer of wealth to children through payment
-of educational expenses, In fact, in the absence of offsetting changee inthe tax

" stracture, the tax expenditure would increase the share of the u‘xee rne by lower

- .'income families.

A -

®

-
. N

ADMINISTRATIVE CONSIDERATIONS ~ . A

" There i8 a further technical difficulty contained in bills such as S. 31I.that I . "
, believe deserve your consideration. The problem is one of enforcement. I do not -

believe that the Internal Revenue Sarvice is the correct agency to police educatiqnal
_institutions to determine if their courses ‘meet necessary Tequirements for tax

. l.ta. . .,. . . w . N . ‘L N

- . " N o

) i . S E ~ CONCLUSION - . )

" Let me Summarize the Treasu ‘Department’s position on the use of tax credits for
certain educational experises o[ﬁigher« education. We question the_valueé -of adding: -.
‘another assistance program for higher education onto the existing structure of, - .

rograms. We believe that the total cofnplex’of programs f()els‘higher education should . -

v.

o . &

examined as a whole and that the adoption-of another tax. expenditure wolld . = .
-, work at gross-purpéees to that goal. We are not convinced that the average stpdent ..~ -

" or his family is:in greater relative need of assistance than he was 10 yeamzﬁo,.‘and S
.~ we believe that governmental fissistance to higher education' hag increase quité. :
. -substantidlly over’this period-of time. - L. ‘ F - )
“Also on-simplicity grounds we oppose’ the ‘tax credit because the adoption of . - -
another- tax expemﬁture would only add further complexity tothe labyrinth of .~ “-
Federal expenditares for education and would further split program respdjibility *
acroes’ agencies. On efficiency grounds, a tax credit subsidizes certain types- of
--education while. igfioring others and ‘is an . inappropriate means of  encouraging .
" " inyestments in education. On ity grounds, a tax:credit grants benefits to recipi- =
. ents without-regard to theif nea. the amount oftheir expenditures for education, or
" the fact tHat these students andipeir families on'average have higher income than
the majority of Americans.. e R .
-+ .Mr. SiMoN: -We thank both of our witnesses., Tel '
.. " Ms: Berry, a very fundamental question: There are thosé wha say
that we have overstressed college education, that-the returns to the - .
individuaf, returns to our econoniy as a-whole are véry minimal and
.- therefore this is -another reason for not moving in this direction.
m kind , of response would you give.from youy, perspective to .
that? e : . . R
: Mz Berry. If one focuses on certain well-publicized facts concern-
.ing jobs and employment Yor college graduates in/certain fields, the
. _manpower. or womanpower aspects, one might say that a student .
.has not found his or her college education to be very:valuable, if one -, °
- has that kind of focus. Even with that kind of focus, it is not true
" that ‘all fields Q%[ college education that have turned out to-be
. economically nat¥aluable to the recipient. It is also true that'the ~
- focus on: only thezmanpower and womanpower aspects are the
" ‘reason for a college education, ignores the philosophy of education.. ... -
. in terms of ‘making it ible for people to elg'gy life to the fullest,” 7
N\ value which one canfgllalways ‘quantify. So on the manpower T
--/quegtion it is not trye th educatign in all fields is not of value. In°" "~
-/.some fields this may be the case, but that in itself focuses only on. "
/ - that peculiar-aspect of it and that is not the true purpose overall of -
.-a college education. - Lo o L.
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Mr. SoN. I concur in that (answer.’, P :
Mr. Woodworth, Representative Mikva Ha¥ a tax deferment-—‘xou :
talking about simplificatio) —have yop taken a look at\that
,alte tive at all? .

: * Mr. WoopwORTH. Not to any appr eciable extent. But I can assure
", -you that a tax deferral could be ‘very complicated to provide °
- . through the tax system. If you would like an analysis of that typg of

bill, T would like to submit it for ‘the,record. *
- Mr. SmMoN." We would - -appreciate_having. that »

[The apalysis reférred: to f llows] _ " |
ANALYSIS OF CONGRE SMAN Mu{us Bir S

. _The Mikva bill provitles interest-fre¢ deferral of taxes equal to 75 percent of the
v first $1,000, 50 percent of the next $1,004; and 25 percent of the tﬁfrd $1,000' of
“qualified expenses ’ Since the logh amourt cannot exceed tdxes otherwise due, the
‘maximum loan may be less for & low-income family v&t(})l little taxes than for one .
with higher taxes. Total deferral’ cannot exceed $10, perrstudent. Repayment

. mustbe made within 10 years of completion of education or within 20 years from the

. begE.,Immg of defermenlf whichevér is earlier.

per middle and upper income famllju\a loan is generally consxdered a more

. equitable means .of providiny: Federal supportjthan is a gwant. This is reflected in the"
-current operation ,of Federal assistance. prggrams for higher education. Aldo, in .
«"_term$ of longrin revenue cost, the Federa) Government dogs recoup at least some of
. 1ts joan_ dollars while the revenue loss from a grant is ‘permanent.
Nonetheless, the form of loan provided: for in the Mikva bill has lmphcatxons for
L sxmphﬁcatxon and resolrce allocation which are similar to a tuition tax credit, and it
. has_even worse distributional ¢onsequénces.
v In term:? of Rax simplification, greater recordkeeping would be required of both the
taxpayer . ail Internal 'Revenue Service, and, again, the administration -of
- * - education lassistance pr s would be moved away from that arm of the Federal
" " Govérnment, the Departmeht of Health, Educatlon, and Welfare, which is rhost
respongfible ‘for their coo ation.
; t .a tax loan, in ves for investment in educatidn. are not greafly incressed
% thdse on the margin 6f & decision as to whethe not they should attend college.
e ldhn amounts provided in the Mikva bill ipgfe with taxes otherwxse due and
thus inegease with the taxable income of the amilies involved. *
¥ in_taxes due has serious distribu-
tional consequencés. One. of the’preblems wifh & ttion tax.credit was that the
credit whs not fully available to-t| with fax low the credit amount. Even -
then, however, full. availability o£ . credi sta at much lower income-levels
than does. fullmaxlabﬂlty -of. thes mount \available from the Mikva bill. That is,
the maxlmum loan AmounLof tté Mikva’ bill is much more concentrated among
uppet income groups’ than~“ia -the tredit ‘amount because even fewer familigs hav.
taxes otherwise due which is in excess of the maxitaum loan amount. Since the lo
is interest-free, not only the amount of the loan put also %he implicit savmgs due
the deferral increases with incoge
In summary, many of the Treasury.Departments objections to tumon ‘tax, credxts
apply ually well to tuition loans. The doptlon of another tax expenditure
toward higher education w§x at cross-pur 3 to the goal of simplifying and *
coordinating the exxstm propam structure of nce. An interest-free tax loan,
as opposed to a re lar oan, is' an mappropnate means of encouraging mvestments
ir ‘education’ and has undesxrable dxstnbutlonal _consequences. g

Mr. SiMoN. Then if I may addyess a ‘question to both of you:, There
is one area tha%erther one of you has touched upon that is+a’

R

-«

problem area. ROgghly 7 percent of American families have young
< people in college”dr university, but about 1 percent: of American
an}xhes have more than ‘one young person in college at the same
‘txme L v e
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there are some real financlal problems in some of s
atmfles Do either of yoy have any feflectiofs on how we_'

mlght respond tothat situation? .-

* Ms:. Berry. I think the general proposmons that we. explamed to ol
support our _opposition to the. notion of tax credits would apply -. .+
whether ong is talking about a family With one student in college or <
more; de‘pend.mi on how many. But I would think that spegifically, - "
de d.uiion the amount of the credit, it may be of substantial .

ue to the nt who has more than one child and if it:is $250 or-

, depending on their income, it may not be that much value-.f?"’»

beyond the psychological value of knowing that they ‘have-received

some credit for their efforts. So it would de%eénd on how many
‘children they had, how much the credit would
detem t real impact it had on their situation. e

.. Wobdworth of course is more competent to talk: ‘abaut the
than“l am. I would: think in'general nothing in: that kind of

, roblem. that the family had: would -be a_ reason for"

\nolatm e principle of - need, need-based aid progranis in general.

In balancmg off the provision. of need-baged p and % ‘

- for a family of that kind that had more abxhty ‘pay, I wo

c6me out-in support of the need-based programs if I had to choom .

one or: the other. .- s .-
-~ Mr:'SiMoN. Mr. Woodworth. -~
" MnWoopwortg..I think that the be t way of prov1dmg for lt-
't.gough a. needs test, which tests the fncome of the/familys vis-a-vis-
q estion of havmg to put two

as igee’
“You coul have a somewhat simil: effec rhaps not quite
" as hard on the family but mmxlar—-where the children may not be . .

Nn collefg};s the .same year but they are-in college over a period of
t one child and then another, with the famlly havmg
mnble building up financial ‘resources in that period..

Sq:thdt I do not thmk the problem i limited ‘to the case where a °-

., f ‘has:two children in school at the same time. The juxtaposi-_

tion of one to’the other that can sometlmes present-almost the same .
.

. problem. - o
 -Again, in either of those cases, | cannot see that the ‘tax credlt is

- ‘a'good way of dealing with the problem. It seems to' me that a major .-

“test of need relative to the {ncome is appropriate, and perhaps, as
Ms. Berry has suggested, a direct loan program, if you are referring
~to 80 ewhat higher income families, is the bes} way of de with
- the' problem. .
. - Mr. Smon? Mr. Conable. .

- Mr.ConaBLE. I just wanted to say, as one who has three iN college -

".at'the nt time, who has a high income and who is not' m

- it at thm 1t, you people are pretty cavalier with the problems o
*.the. mid lass or, even the upper class, in t 'to educate
- I acknof le\ige that thxs is an 'emotlonal subJect with me, for
- obvious
- plural
“tions is i

xm of universities. The public support for State institu- "
ually destroymg the faculties of pnv'ate institutions at

. ,244,’. e ‘

.

before-one coul*

ugh college in a year.-That -
hgnot xeflected adequately or reall at all by use of a tax credlt, |

ns. I also have great copesrn about the survival of a. ..

-

.
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. middle class. I abandoned the idea&hat’ t}us was primarily for the .

: - ‘be. hxgher tuition fo_r

[—

~

)

" the idea that this ap¥ roach is one that would maximize the-freedom "
of the mechanis

\

.
- s
. " 20

- - ' . ~

thxs pemt and we had better 4ind some way of| gettmg money to the
private institutions- wh1ch is constitutional and which has some -

meaning to the American peopl&or you are going to see the end of,a-

plural system of universities.

I think you are underestimating the problem. I acknowledge the

things that have been said about the form of tax assistance tp the

benefit of the middlg class, however, 2 or 3 years ago when I came
to the conclusion tha he mev1table result of a tuition credit would
rgities that are losing out to the State-

aid to unlvers1t1es is going tb have alat,
as free institutions, too. The.great ten'de
cy we have at lts}’gs point to give aid to unjversities for,stud

let them disbu

itNas meant that we have tended to some, eg'ree -
ide what universities are going to survive rather than, letting -
the s dents choose the type of university they, want. Tuition credit,

at least\gives some freedom to the great bulk of the students to

apply theé benefits where they wish, rather than having to receive
the .heneﬁts from the university . that happens to’have the money to 3"
disburse. in the form of grants and loans and otherwise.

Well, I must say there are dther issues in this, including commit-
roents made by legislative leaders that tuition tax credit would be
considered. If the com itments were unwise, they nonetheless are
commitments. It is part of the responsibility of this legislative body
to accept the responmblllty for hononng commitments made to its
members.

Sa'l think the issue is gomg to be up and it is. gomg°to be dec1de<‘l
You are going to have to make your case, not just to two members |
of the Budget Committee but,to the Congress.as a whole. The
. American people are concerned about the survival of a, free and
- plural system of education and, quite frankly, many people have

support. All right. I have. made‘my speech
~Ms. BeErry. Would you.like a response?

"Mr. CoNaABLE. Yes. ‘

Ms. BERry. After

Mr. WOORWORTH. Xol rqght First of all Mr. Conabile, I would llke
to say that you of course are not the only one to face the problem of
~ putting chliv

Mr. CoNasiE.. I obvi usly have more resources than most people
to deal h this. %z

gr WoODWORTH. Right. - .~ .
r. ConaBLE. My heart goes out to somebody making say $18,000
-a year with two or.three children in college: bechuse they, have
“virtually no resources available to them and in many ‘cases .thei
children “are the most -educable i country. ’
Mr. WoopwortH. I agree with ; hat at thoée income levels' it
would be far better to spend what money you have to help those at
the margin of education rather than to provide equal sized amoyrits”
for those.substantially further up the income line.
You have stfessed, and‘I think rlgdhtfully, a problem of private
schools versus publi¢ schools. [y would like to comment on that. I
would like to pomt out, ﬁrst of ‘all, that the public school support is

o Z.O

dren through college. I have put three through college. '

(
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large y a matter of State and Iocal ovemment effort.’
local governments ;have - ‘been_dealing with that pro lem 'by-
ge credits and this is quite different‘from a Federal credit, F
lieve. They have:been.providing ' credits for those students who . -
care to go to prwate sthools rather a schoo] which the State ~ """
“itself s l?ports It seems to me that s one  way of dealmwth the
proble which you have refer,enc -
¥ would also point out that the tuition _tax credit to which you are
referrmg can go to a child attendmg a pubhc school just ‘as readlly
as to a private school.
Mr. CONABLE: .Obviously. 3 o
" Mr. WooDWOXTH. To the extent of perhaps eveh $5 bllfon, any
' gize credit; that allow “couldreasily be offset,bysthe cost of the °
puhlic-schéol. Th refore you do not deal with the problem to which .-
you have made reference’ at*all, as I see it, in a Federal tuition ‘
_credit. I think a credit at-the State or local ggvemment level where | -
“you deal with the titution that primarily supports publxc( educa- - _" Lo
: tion, or perha e other’type of grant . pro%ram for 'private -
* schools, is the tter way of deal w!ng with the problem. However, 1
_-cannot see that giving grants tol the State or the pnvate schools N
Jomtly represents any. solution at all. - -l
. CONABLE. Well, I acknowledge the pomt tha;\you are. makmg2 S
Dr Woodwol-th and 1 must say your logic is impeccable.. . "
I must also say that an prgument in behalf of simplicity at.this..
gomt wotild have a good deal more 1mpress10n on meflf we were riot
aced with an energy tax prop« ‘
10 new . tp.x \preferences whi giRcked: with ‘you . -
3 ed,mgoodtht’éHouaet. ;F use I

-

"“Now you-comié in,
"'that ig Sin eﬁ'ect >

M a nevp preference \
; bili? :

. You :know, all things are. , relative. The issue is where do we: set) :

-our priorities here?. I would, like to see the American fhiddle class r '
-have some continuing capacity, to educate its children 'and maybe-
" this is the wrong way to do it. I am convinced it is a very serious *
-problem which- must be addressed, not with tables showihg .how :
_privileged educatjon lis at this pomt in relation t:o bhe tax expend1~ L
tures that already exist:. . :

Maybe we ought to consider chltd:en greatly benefited by our

etr because we donot include scholarships and fellowships under -
- taxable income, but that is apretty modest part of our tax structure
m total ;if you look at-the amount bf tax preference.
I guess.you see I am in an emotional state~One problem is, we -
. worked untxl 1-o’clock last night. I do not have.any clear view: of
where we-are headed in higher education and I am Convinced
~ somethjng is going to have to be dope in relation to the private.
univerdities, further to buttress them from the assaults made on
them by the State-supported institutions. Though I acknowlgdge
. that ‘the credit does provxde relief for public ‘as well as private
'mstltutlons, it seems to me, n0netheless, that i in all probablhty thls

26 .. i SR




& would be greatemassistance to the priva'tefu iversities than it wotld

~." to the public universities. - ) : SR B
./ -Mr.-WoopworTH. T would like to ask you to reanalyze that justa
. littlg bit, if you would, because it seems to me that a credit w ild

“leave_ the. absolute " cost “differences between private and public
. schobls éxactly the same, and actually increases the relative prige of <
private Schpbé: R ST e
.~ Therefore, in"my estimation, either the credit leaves the problem
"that %ou referred to—and 1 happen to agree that that.is a ‘serious
problem—either. it leaves. the problem the same or it*makes it ;
slightly ‘worse ‘rela ‘ : R

N

;. Mr:.CONABLE. I%dﬁ?\l};me@ ‘to cut off, Ms. Berry. “¢.

+ . Ms. BERRY. I-did want to.respond.by saying. that I am ag con- "
" cerned .about the private institutions and their.viability: as"you are. .

. The peérson-you referred to. whosmight be having an“-ingome of -
"7 '$18,000 would have the educational needs of their children subsi- »
- . 'dized 4o some extent under the existing programs depending on’ .
. what their ability to pay was. ~N . » -

‘In any case, they would be able to

- student loan program if it is.as Mr. W
rary liquidity problemthat they have
educatien. . - - t o o _

"I think that the tax credit, becausegt does not really decrease the -

. cost 'of a ‘private institution relative>to a public dne, is not the -
+. .approach to take if one is talking about solving® the problems of

/ private institutions. That is something'that we will Jook into and we
‘ / are very much concerned about aiﬁp;;)roaches to try to solve those
/ problems. But 1.don’t think.it ¢ ¢ done with a tax credit.
Mr. Simon. I didn't realize we had three expert witnesges here
/  today and not two. I am pleased with the input. :

/"~ One possibility that has been suggested as a modificati
take the top limits off the student loan prOgi-apg completely.
curious as to your reaction. These are the limits‘on. family inco

. In fact now, somewhere in excess of 90 percent of the families dre
eligible, but there are people, and my colleague is a'good -example,
who would not be eligible for a student loan program &hless:there
are three students in his family. Obviously, there is a<need. ~ -
~ Mr. ConasLE. I-don’t think I should be made a case in‘ point. I,
make either $44,600 or $57,500, whichever." You may take ygur .
choice at this _.oing. _ . , ST L
Mr. Simon. But in either case, you are above the $25,000. <<

- Ms: Lecry. There are these improvements that could be made.
_ One of them is removing the top on it and’also stretching out the -

~length of time in° which one could repay or making it contingent

/ upon incoine over timé. So there are adjustments that could possi-,

. ‘bly be made that could reet the need the Congressman described
without this kind of tax crediy. .- - " - L

nefit from the guaranteed
dworth called it, a tempo-
ause of the burdens of

-

; Mr. SimoN. Mr. Woodwerth: .- - . - S
‘Mr. WoopworTtH: That is, of ‘course, not really in my field. But I
think there is considera‘bqumetit in rajsimg the limit. I am not sure
‘ whether you want to. take it off entirely. Raising it, particularly -

- . where the individual has rore than ohe child in college, may have
‘merit because I do think that-supporting two or three in college is

much mo¥e. of a problem ‘than -supporting one in school at.a time.

N




-+. Mr. SnMoN. The question that my colleague from New York raised

_about pluralism 5.8, very real problem. I 'happen to be on the

/Higher Education Subcommpittee..¥hen you look at the endow: . -

<Jnents:for many colleges and univ'%sities-and what ‘our attendance " -

' pattery’1s likely to be; they present some extremiely ‘serious prob-

“iis, o of thetw-do.. -
bl

; In fact there were‘fs'b!ne informal ‘discus- -

1 7dorae .of us on that .comiittee, ‘that.‘we inaugurate -
1ikg the GI bill following World War I, only not just for . e

+-yeterans But-aétoes.the board somewhat as a substitute. for BOG %
" which would help everyone and which after World-War II turned - =
* qut tq be a tremendous-boost in the Nation’s economy in addition te - °
_helping a great many people which would pay tuition plus.a, certain
.-amount per month for living costs. ‘ o ENT

.- 1 .am curious. Obviously you don’t have details and we have a few' "..: .-

;. wary rough coet estimates, et.cetera. I am curious as to what your
--reaction might be. ° R : o

.- Ms. BERRY. Who would be the recipients? .~ 4. S
‘M. SiMoN. The students. The students would recc;ﬁ"ie let'ssay $75 ¢

@ nonth living costs and then the school would receive so much as . - -

" an application toward tuition, or in‘the case of some schools where -
th;i's on’t charge tgition, as in effect argift to that cpllege.

. Ms: Bery. This wpuld be without regard to ability to pay or need

*or’ any. of the present cfiteria across the board. TR

.. Mr. Simon.. That, jsyborrect. That is the way it worked following o
‘World War IL . Fivr oL R "
"' Ms, Benry. It probably would be easier to administer than cur. -

. yent programs. There must be some administrative costs associated"

* with, current programs so I think it would largely:depend on the

overall cost of such a;prog‘tgam—j——- T _
. 'Mr. €oNaBLE. It would be staggering. . - . C
. '~ Ms. BERRY [continuirg). Comparfg-to other priorities and whether ~
" one-could fund that. It would be sfmpler-certainly and would get at.
S the gfoblem‘ with the private institutions directly. I would have to o
‘see” how much' that’ would cost and compare that with some other .
.‘thlng' Lt - BEIEA X - o Y - c
.~ Mr. WoopwWORTH. 1 am.’i{ot sure it would get at the problem with
. .the:private schools. Are you going to pay all of the tuition under
~  Mr:SmMoN: That is what was done after World War II. That could
. not be done today. Today, for example; Bowdoin College now hasa .. -
" tuition,.not ‘counting room. and ‘beard, . of $3,800 a year. Some are .~ %"
.. even higher. So you:could not, tgday pay the total cost, but you-could
ﬂsa rtion ‘of the tuition costas’ B -
_ - Ms. Berry. Depending on- whether you pay more of the tuition - |
""" costs at a private school with a higher tuition as opposed to a public
' " one.with a lower tuition, you would still not reach the problem of
- the disparity between being able to attend a private schodl. - -
%" Mr, Smon. I think the agsumption i that you would pay a little :
" "bit move to the private-schdols with the higher tuition costs as the .

Sy

-

b

t

;.. Btate programs -do.today. . ‘ e
.+ .= Ms. Berry. Then it wpuld reach that problem, perhaps. ' v"‘_*x"g
] . N . | , ’ v. '.'). N -'_J. .‘v ‘.“ . ” N . .‘ ) . ‘ »..;( -
'. s '.;:\_ . K o - : .._- o . ‘.' E




. Mr. WoonworTH: If-there were constitutional issues-involved. in
making p:{ments to private schools, I should think if there were a
differential on that basis ‘you would have that problem. I am not :-
gure how,serious a problem that is. I really have not evaluated that.

Mr. Smvon. | thirikthe Constitutional problems can be resolved. I

4 am ?ot sure the fiscal problems can be resolved. ‘ .

- If I may-justtoss a question to my ‘colleague here, I mentioned the -
*families with more than one not realizing. you were in precisely.that

“situation. Is Mr. Woodworth correct that if those three wére attend-
~ ing, you know, when one graduated you started off with the next
_ ' one, that the cumulative effect would be about the sdme? This does
-riot: present special problems? - - IR S

.~ *Mr. CONABLE. The problem with having three at one time, there

‘= '18 No way you can save that much money out of a salary after taxes.

.. . You' have. to ptepare for it for some length of time. That is
something I did got do. The result is that I have finally sold my
Washington house and invested the equity into tuition. '

Now I am willing to make that sacrifice because I think my Kids
~sare good kids who should have the opportunity. But I think it is
ironic that, despite my high salary, my family -sifuation. is. not
unusual. We are disqualifying many" people from educational aid
wﬁ: salaries far lower than mine and they simply are not going to
m e it. R . .,'."" . Lo v s
3 Of course, everybody has different views. I'think we are going to
ave to' gofback to the concept of a quality education, eventually, .
rather than a college education as a right for everyone. I think °
there is no way in which weare going to be able to limit the portion

- of the gross national product we put into education otherwise just
as there is no other way we are going to be able to limit the amount

. of money we put into medical care unless we have some rational
wag;of determining what level of care is to be available to everyone.

. . Solam not sure. Dr. Woodworth is ‘saying something that is basic

y e and.that is that perhaps by giving indiscriminately a tax‘tredit here -
& for er education, we are not addressing the problem in the most -

- rational way for the long-term benefit of the country. '
+% . 1 am reacting emotionally because of my personal involvement at
" this point. I also am, however, very. much concerned about deyvelop-
ing some formula which will permit t¥ie easier survival of a plukal
system of education. I don’t want to see all our pegple educated:in
" State institutions which have a tendericy to seek the lowest common
denominator rather than te put the stress and emphasis on quality
and pluralism as many of our best private universities do.
The tax credif is a poor tool and I acknowledge that. But we have .
. not come up with any other answer. Sometimes we _use poor tools

- rather than.do nothing. The crisig is here and now and it1s going to* -
"deepen and become extremely critical in’' the next few 'years as we ..

" have declining enrollments. The result is we are going to be pushing
toward, I 'am afraid; a mediocre system of higher education, rather

" than a. system which perfits people to choose~their level of
education.. ) , ) ' o
* Idon’t want.to see us all educated to the least common denomina-
tor in>higher education. I think that”is one of the things that-has
virtually destroyed the effectiveness of lower education resulting in .

- peoplé“.;_\y_ivt}). high school degrees who are still .unable to read.

SR TR . . ‘ '
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.. Ms. BErrY. Mr. Simon, I am reminded by the Congressman’s
- commient about declining ‘enrollments, that due to demographic.
" -factors, the problem of a parent having two or more students in
_ cqllege at the same time is one that would be less significant in the
future than it is-at present. That, of course, doesn’t mean that there
" i8 ot a problem; but I'would just point out that that is a demogra-
.+ Mr. CONABLE. Thé families are smaller. S
" .. Mr, WoopworTH. I would like to suggest that the kind of situa-
~tion"that-Mr. Conable outlines could be dealt with better, I think, |
3 Ezmakmg more funds available on loan bases. I can’t really believe
"-that-a. $100 or $200 tax credit is going to heal anything but.the
. ‘emotions insofar. .as- taking. pare of the costs of educating three
- children at a private institution. - . - o
. Mr. ConasLe. May I say only, Dr. Woodworth, that the emotional - * |
Aimpsct of such condition is real as well as the logic of dry statistics. -
' Mr. SiMbN. We thank both of you for your testimdony. We appreci-
" até your contribution here todai'). : o
Our next witness is Dr. Henry D. Paley, president of the Commis-
sion on Indepe|nden_t Colleges and Universities. - - i W
oy i ) g o ,,‘i' : i

S -t S Y , LAY K
“-STATEMENT OF DR. HENRY PALEY, PRESIDENT, COMMISSION ON
RS INDEPENDENT_ COLLEGES AND UNIVERSITIES ' e

- .Dr. PALEY. Mr. Simmbn, Mr. Conable, ladies and gentlemen, my
.-name is Henry D. Paley. I am president ‘of the Commission on
*Inidependent Xolleges and Universities, an organization chartered

by the Regents of the University of the State of New :York which
represents mgre than 100 institutions. of higher learning in-that

L B .
- 7

- We appreciate this opportunity*to appear-before your committee

to discuss with you the question of using the Federal income tax as

a means of enhancing the quality of our Nation’s higher education

. institutions and better assuring access to them for all Americans

- who desire and would benefit from that experience. : '

' While we feel strongly that this is an idea whose time has "

. arrived, we want to emphasize at the outset that we do not,regard
higher education tax@edits, tax deductions, tax deferments or any

- combination of these as a reasonable or practical substitution for
the ongoing Federal programs of student aid as complex as they

{ b P o . , X s B Y .
may be. Thesé programs have been mdst helpful to all institutions
-of ‘higher edueation. They deserve.improvement, particularly to

. restore some of the erosion in their value caused by inflation.

* .Qur higher education ’Igﬁ'stem is complex. We ‘regard ‘that'as a .

- salutary characteristic. ere are different kinds of instjtutions,
‘with widely differing governance and .delivery structures, serving
different student constituencies across every State of our Union.

i“Thexwery diversity.of our .system assures its essential academic,
, m, its responsiveness to environmental change and its com-

' petitive striving for excellence. . S R .

- Almost by.definition, a- complex system does not lend itself té -
_-simplistic-Government policies. For that reason, we submit that the, .
p!onsidqration by. the Congress of legislation to provide tax relief for

; . ‘ / T
. ' ' L . .
. '( . . « .°, . e
7, w30
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familgk. hi%her
‘either/or basis

~ the Federal G
+The :burden

-sector. Permit
~:!"*independent”
called private.
dead.. ’
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education ouslays should mot be regarded on an

with existing programs of student aid now funded by
overnment. ' ’

of my remarks today will focus upon the special -

* virtue of higher education tax relief with respect to the independent

me to explain to this committee my use of the word
in-alluding to our institutions. We don’t like.to-be
‘We believe that private education in a literal sense is

o Ever sinlce grade school ciVics, I've been .convinced it is bad for

- Government to provide public funds for private-purposes. The -

" colleges and universities represented by our commission are not at
‘all private. They are no('more restrictive or’ exclusive in their
an the Government-operated uhiversities in New '
York. On the contrary,. the admission acceptance rate of our
campuses ig teday higher than the State-operated :colleges of our
State university. They are ‘alse not. tproprietary. In fact, most’ of

admissions th

them are forced te spend more, thgn
~ gll ‘agree cdnnot continue into the indefinite future. .

Heir incomes, a condition we

.~ -Also, and this is, fnogt important.in considering our status as
‘. supplicants for public support, we are highly accountable to many

‘" The on

‘
[

publiés, includ

ing specific Government agencies, for the delivery of

the public service which our public charters define as our mission.
" In New York State our Board of Regents has supreme and ultimate
authority over every credit-bearing program and degree-granting .
 right. I%: certifies, polices quality and standards, and it decertjfjes.

y recent challenge to that authority has come .from' the

State university, not the independent sector. That court suit is now

" in .appeals. .
. - In New Yor

k _a{nd-;élsewhere in théq,.United» States, é.ll of hig'her‘

" education depends upon three basic sources for its revenues. They
, are: Voluntary gifts—including endowment— student tuitions, and
tax-levy. support. Although an increasing proportion of voluntary
gifts is going to Government universities, the bulk of that flow of
funds is still in the independent sector. But, voluntary giving has

Jnot kept. pace
amount has a

with”inflation and in ‘the past 2 years the dollar
ctually declined.

: The other two flows of higher education support, tuitions-éng, tax-
. levy funds, are appropriately skewed. We say appropriately because

by virtue. of being.independent we ‘don’t: expect.to match what

- goverhment universities receive per student.

. Independent institutions are highly dependent upon tuition in-

come and Government-operated campuses are highly dependent:
upon tax-levy sources. In New York State, the independents receive

Government, u

about 8.percent of their resources via the tax-levy route while the

niversities get about 80 percent of their revenyes that

way. - o .. ; . Ca .
Na#dless to say, this is reflected in.a vérny disproportionate cost.to

taxpayers for
of Néw York

providing higher edukation opportunities in New

. York, Each studént enrolled at State Uni ity costs the taxpayers

over $4,000 a year. For each.student at the City

University of New York, the cost in tax-levy funds is almost $3,000

i ! [y
£ ’ RN

"+ a year. Yet in the independent sector, just as accountable to the
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Board: of ents fo/ the quality of its programs, it’ costs the

tnﬁayats only .about $600 aaé'_e'ar. c. _ .
. The policy of our State, as affirmed by the Board of Regents, is to .
proyide access to quality higher education opportunities, assuring
that students are  not denied such opportunities because of such _
inyidious ‘factors as race, religion, age, sex, or econdmic circum- 3%
stgmée. We want a system, so the regents declare, in which student
choice of institution is imized, ‘80 'that, éach :deeides upon the
campus most appropriatg to his or her edacational needs.

1t is _the last barrier %o choice, family economic circumstance, . -
' istant ty present public policies. .
a

*“Too often students gelect thair collegiate options b upon what
‘their familids-can ‘rather than“what they know would best:
,m_el'ft their academic had carte"e;;'t needs. ‘1 m}ilght ad(ulf"in as a publ}ilc
‘policy consideration, that—notwithstanding the verysfine ove ight
of academit quality by our regents—an. even more co'mpzllguig
accountability mechapism for institutions in maintaining high edu-
‘cational standards is competition for the best motivated in which - .
free student choice isymaximized. = - 0 G Ty T Gt
~"As you are aware,shdimission to our Government-gponsored ‘uni-
:versitjes does not take into account ability to pay. In independent -
‘higher édication, however, because it is so tuition intensive for its
gurvival, ability to pay becomes a terribly important and terribly
detracting criterion. =~ ' . R
"."How do we repair that'Com&ion without making our institutions’
‘mirror images of the Government sector? How do.we maintain the’
+diversity and pluralism assured by independent: governance -while
usi ublic resources sensitively to achieve worthy public higher
education objectives? _ : A S
‘" For low-income students, the Federﬁ assistance programs should
be bolstered to recover inflationary losses. For middle-income stu-
dénts, however, existing aid programs are oflittle or marginal
value. We believe Federal.tax relief provides a very practical means-
of stabilizing enrollments ambng the sectors while enhancing stu-
t choice.for middle-income students whose institutional choices
‘becoming: increasingly limited. o
“We believe any form this concept takes should be carefully
constructed to address the tuition gap. There is no need to pour
—-public funds redundantly when there is already an ample supply.
“When this notion was first seriously advanced 20 years ago in the
‘Congress; there were those who said-such an emphasis would only- -
cqurage: the independent-schools to impose higher tuitions. 5 1 .
your attention to the presently. High level and the enormous escala- - :
‘tions in-our .tuitions which are now advancing’ at a steeper rate ~°
than ever before, better than 7 percent a yeay in New York. Not
one dime of Federal tax relief has gone to’ families paying these
substantial tuition charges. The‘average right.now in New York-is
$3,000 and it will go well above $3,200 riext year. oo
. - As I said eaMer, our inst{tutions are not proprietary. A guition
. increase is the very last bitter option for the rds of trustees and-" -
"‘chief executives.of our campuses.:If cémes long after their budgets
;r'have cut *a'way ‘the -fat,at a timé when their staff and faculty

Lo e L . R R
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salaries are far below those of comparable Government universities.
" In most cases, a tuition increase is a bare survival measure.

.
A

A tax relief formula can be developed. which would set a ceiling

- on allowances up to a specific tuition level. It oyght also set a floor
of at least®1,000 to conserve public funds for those institutions now
- getting the least direct tax-levy subsidy, and those students most
v - discriminated against in clrrent Fedéral and, State aid programs.
. I might point out that the student population in our universi-
. ties—contrary to the myth of only upper income students attending
independent institutions—our income mix is essentially the same as
the State university institutions in New York and the State educa-
tion departihent data bear that out. o
* While- substantial income  would not be received by the Federal

w. Treasury if a meaningful program was initiated, there would be

large countervailing savings for the States as enrollments are héld
at low tax-levy supported independent institutions. o

In New York, for example, because his family received a few

hundred dollirs of Federal tax benefit, each student whd voluntar-

ily enrolled in.the independent sector rather than go’ing‘ to a

. Government universitg would save our State from $2,400 to $3,400 a

. ﬁear.,'l‘hat is a large State revenue savings for a Telatively modest
ederal ‘stimulus. ’ .

.~ We gee the coming years as offering an ‘eriormous opportunity/for
making our higher education system more fiscally efficient as"

- as more academjcally effective. In ‘the halcyon years of the 1960’s,

" all of ‘higher education grew in_enrollment. But the gr owth was

terribly lopsided and fiscally inefficient. The'least costly—in terms

~of tax-levy expenditures—grew the least. The ‘most .costly ..

" mushroomed.

~  In the coming years, enrollment decline is virtually> certain. Let

g &(liality [

" us not repeat the error of the 1960's. Let us assure that the
shrinkage is balanced, that the disproportionate’burden does not

~again fall upon the independent sector which costs our State tax- -

payers 8o much less. Federal tax relief is.an opportunity to achieve

- this. We hope this -Congress«yﬂl move courageously in that

direction. . ] |
[The prepared ‘statement’ of Dr.---PaJey. follows?] .

€
P

PREPARED . STATEMENT- OF DR." HENRY D. PALEY,” PRESIDENT, - COMMISSION ONK

INDEPENDENT COLLEGES AND UNIVERSITIES

. 'My name is Henry D. Paley. I am president of the Commission on Independent

Colleges and Universities, an organization chartered by the Regents of the Universi-
ty of the State of New York which represents more than 100 institutions of higher
. learning in that State. - - . : -
_,.We appreciate this opportunity to appear before your committee to discuss with
you the questiort of uging the Federal intome tax as a means of enhancing the
?our Nation’s higher education institutions and better assuring access to

em for all. Americans who desire and would benefit from that experience. -

L

e

.. While we feel strongly that this i8 an idea whose time has arrived, we want to .

. emphasize at the outset that we do not regard X
ded}:xctions. tax deferments, gr any combination of these as a reasonable or practical
substitution for the dngoing F‘ederal}rograms of student aid. These programs have
been most helpful to alf institutions of. higher education. They deserve improveinent,
particularly to restore some of the'ergsion in their value caused by inflation.

,. tic. There are different kinds df institutions,
- ~ - :g : . ) ) ) i
o :

oo _ ’

. . . : -
€y £ . -
3 ' ) > -

higher education tax credits, tax

 Qur higher education system ,ijs complex. We rpiard that as a salutary characteris-
with widely differing governance and *
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- delivery structures,‘serving different student constituencies acroes every State of our -
Union. The very diversity of our system assures its\essential academic freedom, its
,_xm,nivenm to environmental change and its competitive striving for excellence. -
N ost by definition, a complex system does not lend itself to simplistic govern-
“ment policies.}¥or that reason, we submit ‘that the consideration by the Congress of
ialation to provide tax relief for family higher ‘edugation outlays should not be .
regarded on -an-either/or basis with existing programs of student aid now funded by
the Federal Government. . . . . . '
. " The burden of my remarks today will focus upon the ia] virtug of higher N
_isducationtax relief with respect to the independent sector. Permit me to explain to ‘
<'this e&uttee ittee my use of the word “independent” in alluding’to our -institutions. .
' -Ever since’, school civics, I've been convinced. it is for Government to
rovide public funds for private purpoees. The colleges and universitiea. represented
&e?.r“r commiasion are not at all private, They are no more restrictive or exclusive in
their admissions than the Government-operated universities in'New York. On the
- contrary, the’ admission accéptapnce rate of our campuses is today higher than the
' Suw-:rentad colleges of our State university. They are also not proprietary. In fact,
most of them are forced to spend more than their incomes, a copdition we all agree
. cannot continue into the indefinite future. . - A :
Also, and this is most important in eonsiderin% ouyr status as %npplicant.s for public -
su . we are highly accountdble tq many publics, includifig specific Government
agenciée! for the delivery of the public service which our public charters define as ¢
.ou:hmwgon InNew\i:rdt State our- Board. of Reggpts«'has supremehtanii nltl:tml;fate .o
" authority over every credit-bearing program an egreegranting right. It certifies, S
polices quality and standards, and it'decertiﬁes? The only recept challenge to that e
" ‘authority hds come from the State university, not the independent sector.. - - )
. In New York and elsewhere in the United States, all of higher education depends
.-upon three basic sources for its revenues. They are: Voluntary gifts (including
-endowment), student tuitions, and ‘tax-levy support. Although g§n increasing -propor-
 tion of voluntary gifts is going to Government universities, the bulk of that flow of .
~ funds;is still in the independent sectox, But valuntary mng has not kertipace with .=
inflation  and.:jn thé past 2 Kears the dollai. dméunt actually declined. 2o
" 'The other twoiflows df higher education’support, tuitions and tax-levy funds, are
“‘appropriately skewed. Independent institutions are highly dépendent upem-tuition FIaRTEe
income and Government-operated campuses are highly depg:denbupon tax-levy
:sources. In New York State, the independents receive about 8 percent of their
. resburces via the tax-leyy -route while the Government universities get ‘about 80,
¢ parcent of their revenues that way. - ] . .o
. Needless to say, this.is reflected in a very disproedrtionaw cost to taxpayers for = |
gmviding higher education opportunities in New-.York. Each student enrollsd at ~ *
tate University costs the taxpayers of New Ydrk over $4,000 a geatr. For each
" student at the City University of New York the cost in tax-levy funds is' almost
$3,000 a year. Yet in the independent sector, it costs the taxpayers oply about $600 a

year. . . > - e g . .

7 'The policy of our State, as affirmed by the Board of Regents, is to provide access toy. % .
quality higher education opﬁortunit_ieg, assuring that studentd ave nat denied such™ -

. opportunities because of such invidious factors a& race, M\jgion, age, sex, or econgmic

ce. We want a system, so thé Regents declare, I which student choice of
.institution is maximized, 8o that each decides upon the us moet appropriate to - .’
‘his or her educational neéis. . . _ ‘ P
", It is the last barrier to choice, family economic circ ce, which has-been the.
“nost redistant to present public policies:: - = ] i -
. Too often students select their. collegiate options based \pdn .what their fainilies
can‘afford rather than what theyiknow woul best.x&:gqtheir acatlemic and R
_needs: §.might add, as a public policy cohsideration, that—notwithstanding; the vef—;
fine~ oversight of academic quality by our %:gengp—a'n‘even more compelling ac- -
.countability mechanism for institutions in maintaining}high educational standards’is
" competition for the best motivated in which free stufient choice is’maximtzed. -
>~ As you are aware, admission to'our Government-sponsored uriversities does not

_take into account ability to pay. In independ igiter education, however, because
it is«so tuition-intensiva for its survival, abjlity to pay becomes.a terribly important”
_ ibly e Coiter _ . . .

on.
. ‘How do we repair that condition without making our institutions mirror images of .
. the Government sector? How do we maintain the diversity assured by independent
. governiance while using public resources sensitively. to achieve worthy public higher -
,edutation, objectives? . e R
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. last bitter option for the boards of trustees and chi
‘comes long after their. budgets have cut away the fat, at a time when their staff and .

L}

" For IOW-mcome stddents, the Federal assistance programs should be bolstered to
recover inflationary losses. For middle-income students, however, ‘existing aid pro-

means of stabilizing enrollments among the sectors while e cing student, chpice
for uuddle-mcome student5°whose 1nst1tut10nal choices are oming increasingly

- grams are of little valye. We believe Federal tax relief provides a ve Y]al .
1

limited.”

We believe.any form this concept takes should be carefully\constructed to address
the tuition gap. Twenty years-ago, when this notion was first seriously advanced in
e Co; , there were those who said such an em{)hasn.s would only encourage the -
mdependent ‘schools to impose higher tuitions. I call your attention-to the presently :
high level and the_enormous ations in our tuitions which are now: advanc agﬁ
a steeper rate than ever before. Not 1 dime of Federal tax relief has gone to fi ies

paymf these substantial tuition charges.

said earlier, our institutions are not propneta?' A tuition 1r;crease is the ve
executives of our campuses. It

faculty salaries are far‘below those of comparable Government umversmes In most
cases, a tuition increase is a stark survival measure.

progr
the States as enrollments are held at low tax-levy .supported independent. institu-
tions. In New York, for example, because his family received a few hundred dollars -

" of Federal tax benefit, each student who voluntarily enrolled in the independent

" sector rather thanigoing to a (}overﬂment umVerslty would save oursState from
. $2,300 to $3,400 a.) year. That is'a large State revenue sévings for a relatively modest

. Mr. SimoN. They bo
‘Treasury Department, both testified against the tax credit concept.
.From the testimony that you heard, I was curious if you wish to add .
fan&hmg beyond your formal statement here?

“tive. In the halcyon years of the 1

Federal stimulus.

We see the coming years as offering an enormous opportumty for makug—out

higher education systém more fiscallg efficient as well as more academically. effec-

960’4,all of higher education grew in enrollment.
But the growth was terribly lopsided and fiscally inefficient. The least costly (in
terms _of tax-levy expenditures) grew the least.

In the comin years, enrollment decline is virtua]ly certain. Let us not repeat the.
error of the 1960’s. Let us assure that the shrinkage is balanced, that the dispropor- |
tlonate burden does not agajn‘fall upon the independent sector which costs our State

ers o much less. Federal tax relief is an opportunity to achieve this. We hope
ngress will move courageously 1n that erectlon S,
i

Mr SimoN. Thank ybu' E - ?

'3

A tax relief fo ula can be developed which would set a ceiling on 'allowances up
to.a specifie tuition level. It ought also set a floor of at ledst $1,000 to conserve public
funds for those Anstitdtions now getting the least direct tax-levy subsidy, and those
students m i mmated against in current Federal and te aid programs.

- While substanti me would not be received by the Federal Treasury if a
meaningful p was initiated, there would be large cquntervailing*savings for - -

. First of all, I want to apo1og1ze that there ‘are not miore members ,

of our\task fofce here.,I don’t ‘know if you were here when I

mentio that we were in session untll almost 1 o’clock last mght

- 'and it iy a skewed schedu{e this morning as.a result.

" You were here, Dr. Paley, when the two prekus wnnesses

testified, ‘I beheve"
Dr. PaLey. I heard E art of thelr testlmony '
th testified, one from HEW and one from the

PALEY Well, I think the concentration upon Federal fiscal

I think the stimulus will be largely felt in the States if we can

obtam some sort of tax relief. The form ‘it takes I leave to the
%Tlse of .the Congress and the administration.

point*that was madg earlier by the representative of the

/.

.,.' ', \ 35 -t X l D

)

‘impatt in terms of delivering. public pohcy objectives i’ sdmewhat -
" shortsighted. I tried to address tHat in'my tesfimony. ‘

: Treasury Department that, there would be no relief for the indepen- -
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~ dent sector because' it would be spread over into the Government

“ university ‘I think ‘could be easily addressed with very simple .

- amendrhents ‘to some ‘of ‘the proposed legisiation. by just setting a

" minimum tuition level at which point the relief becomes’opera’

- tive; $1,000 seems a reasonable one. - Y T
. * 'The reason is‘very obyious. The Government universities:gre now -

~ heavily subsidized at the State level.-What we are trying todo is.

- preserve pluralism in terms of quality and in terms of academic

feedom, et cetera. This is & noble public policy -objective.. :

- If you .are worried about institutions ,cashing in on this and . .
automatically raising tuitions in order to up the amount of tax -
relief that the families of their students receive, that protection can

. ‘easily be obtained, too, with a very simple amendment putting a
ceiling of let’s say what the average tuition now is.in the country, .

. _'This i8 not a hard cat-to skin. The policy direction is a sBound one."’

" It should not substitute for the very necessa?"pro'grams which are
‘meeting the basic needs of:low income students, but it certainly

‘v should.add on. It is not an open ended proposition because of the
demographics. = e wE o o S (O

Mr. SIMON. Another "way of handling,the_difficulty that Mr..

" Woodworth mentioned would be a percentag€ of the tuition which .. . -.°

w(hul_g‘ then obviously provide greater assistance.to the independent - - °

- .colleges. : ' : C

_ " One of the aspects that does concern me as I look at the statistics, -

‘and we have looked at only a few bills out of the 50 in{ f their ...

 cost, but their costs vary from about $2 billior to_about $9 billion.
7. Now, the total studént assistance” now spent_ at 'the Federal
" -Government level is $2.9 billion. Is this an efficient. way of assisting
- education? I think that is one of the questions. T N
.~ In other_words, if we want to spend, say, another $2 billion in.
7" education, if someone were to say to you, “ atl:i', sydu can spend
" 32 billion more for higher education in the{Unit tates,’’ is this .
", the direction you would go?
Dr. PaLEY. It seems to me that if you want a*balanced system of
higher education, a substantial portion of that additional $2 billipn. ™ "
- should go in this direction, but not all of it. There may be others.
' Weé don't elaim omniscignce in terms of knowing all of the ’Fhrogmms
. that could be most-effective in delivering what we want. There are
_.obvjous needs, very urgent needs, in the area of graduate research
that may have to be addressed in a diffefent way. . . . _ :
.- There have been very. interesting proposals coming forward to - -
' stimulate eénrollment of the most capable students in our ggaduate
. -'programs, some sort of Federal scholarship ard program on a .
to generate that

.. much l%er‘ basis than we have had heretofo
talent moving to the graduate programs. That is one of the

N

. type of
‘priorities. . o . : . ‘
-+ ‘But I certainly would put this very close to thi top in terms of * .
incremental spending for ;xéghqr education in this\country at- this .
.~ time, also because of the f -that if wi}l stimulate §avings baek-in
.~ Mr. SIMON: One sentence in your statement intrighed me. I would
» like-you to expand on'it. Tt 'does not directly aff
- but mdire_ctly it does. oL T :

Al P 4 | L Y \ .
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campuses,” ‘meaning theqindepend{nt campuses, “is today higher"
than the State-operated colleges_of\our State universities.”

Dr. PaLey. Yes. Higher education like other fields of endeavor

. sometimes gets mixed up with some of ,its nomengclature. In- our
State there is a great deal of attention paid to var?c%e phrases used

_- over_ recent years describing what was in effect in the government
sector and in the independent sector. . '

: .. We addressed some of the realities bghind the rhe'tox% and founy
i “the statistics- compiled by.our State education department showed\

o “fOn;thé"éo'ﬁt‘rary, “the’ admiksion_acceptance rate of our :

“that the number of students who applied,s State resident students

who applied and were agmitted to independent sector institutions,
© " was somewhat higher thdn the comparable 4-year institutions, all of -
the State operated, 4-year institutions in New York State. We have |

r diversity within both sectors in our State. Wé have some institu-

' tions.which are highly selectivé in their admission standards,<and
"we have some ‘ins’gtutions in both sectors' which are open-access
-institutions. Open "dccess means nothing if you™ have not- got the
. regources to pay the tuition in those institutions that sharge tuition.
Some institutions very flatly.say if you have a high school diploma
or equivalency award you can walk in and enroll in bdth sectors.
Other institutions are very highly selective. Because of the State
- budget crunch, we have very few ogtion’sr open to us in New York: I .
~don't think we are too atypical. If you are going to have fewer
dollgrs to spend in higher.education, you face certain alfernatives.

 YoWygannot deny the resources to the independent sector, which-
. is a faiNy low.amount per student, and at the-same’time provide
. . them to\the Government-sponsored institufions which maintain .
essentially ,the same admissions policies. Obviously, if we are to
believe, and there is no reason.to”doubt, the Predictions- of the -
leaders of Government institutions, if you pack”studerts in there
without accompanying those students with at least the same full- -
! time equival?t support, you are going to lower the quality of those
institutions. * : : : - . ,
. Our contention, and there is obviously a line of self-serving logic
in this, is that for the few dollars you have, spread it out 'so that you
, can preserve the standards in your Government institutions; the

P same support level .at least per student by -providing additional
access in the independent institutions at a much lower cost to the
taxpayer. . : ' : )

To some extent we have persuaded some of our policymakers of *
that in New, York. We have made a little progress, not much. This
. kind of Fedgral action, it seems to me, would stimulate that type of
encourageffient afain back at the State level.

» . OQuro Governor, when he was down here among' you gentle-
men as A member of Ways and Means Committee, was very inter-
i ted iry tax credits.. He introduced some legislation. I have not seen”
oo T % his program since-he has become our Governor. But pérhaps’
.~ he, too{ might he encouraged by this. . S o

"~ Mr. S\mox. If get back to the general thrust of niy earlier.
¥ question, nationally ething between 20 nd 25 percent of our
students are in the independent colleges. You may know the precise

- figure.. . v ‘

’”
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r: SiMoN. So that onge of the fundamental thrusts that you are )
t_a'xcred.lt can be of assistdnce to the mdepeh -
t colleges? - 2

. PALRY. Yes, if it is structured alger:lg the lines of exther the

ﬁ:ntage route that-has been syggested or setting a mlnlmum

StMoN. I guess one of the fundamental questions is: If less -
20\percent are enrolled in the independent colleges, if that is
e aim, and obviously that"is.not the primayy aim, but if one of the
aims is this, an efficient way of providing assistance, assuming even = -
if you have a ‘percentage system or a proFram like yours that let’s

0 percent of| the assistance indirectly -will go to those whose

chlldren are attending. public u“Versxtles or State-supported
universities?

Dr. PaLgy. That is why I suggested the floor. It seems to.me that I
would lower the priority for tax cyfdit if this' went to' add on
additional Govemmenla_:bsrdy -to Mstitutions which are now re-- .
ceiving substantial Gové¥nment supsidy. It would seem to me that if -
ydu can narrow the gap,.if yoyf can eéxpand' choice, you would
improve the status of mdependen higher eddcation in this country.

It has changed 'very radically in the last 15 years. In our own
State, for example, we had two-th of the enrollment 15 years
ago. We now have one-third. It has beén a direct cdnsequence of the
.imbalance in support. No one has taken ipto account the very real
pressures of inflation which are- going- {o drive up tultlons and drain
endowmgdts inevitably.: This is ene way of moving*against' that
current and perhaps at least stabilizing enrolliMents and not cause
further erosion'in irrdependent sector enrollment. Cover part of it—*
‘the tuition gap—which would be a more efficient method if we talk
.about tax-l subsidies on the whole, including Federal and State.
That wo be far ‘more efficient:

Mr. SrMoN. We appreciate your testimony. If I may just add andI
have no feel at this point for what the House may do in this matter
of tax credits, but I am also eanng another hat as a member of .thé,
‘Higher Educatlon Subcopf )

-If there are any ideas &}
‘ve‘{ real problem that wplare talki g about, 1 would personally

ome them and I think the other mwggbers ‘of our subcommittee
would, too. Thank you- very mych. -
~ Dr. PAum Thank you, sir. .

Mr. SiMoN. The hearing stands adjourned

We had scheduled. another hearmg for t0morrow at 10 a.m.
“Because of the defeat of the budget resolution last night, the Full
Budget Committed will meet at 10 a.m. tomorrow and the meeting
of our “task force’® scheduled for tomorrow at 10 a.m. will be

ned to another date. _
ereupon, at 11.a.m. the task farce was adJoumed until Thurs-
day, May 12, 1977, at 10 a.m.}

: Pm Tghink jt is.a httle lower. ' ' " o
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L THURSDAY, MAY 12,1977 .
" "< 7 HoUSE ®eF REPRESENTATIVES, - »
S = Task Force oN Tax EXPENDITURES, . .
N\ ‘GOVERNMENT ORGANIZATION AND-REGULATION,

-COMMITTEE ON THE BUDGET,

. : Washington, D.G.
" ‘The task force met, pursuant to notice, at 9:35 a.m., ig room 210,
Cannon House Qffice Building, Hon. Paul Simon, chai of the
task force, prediding. ' e o

Present: -R¢presentatives Simon, Lehman, and Mineta.

Mr. Simon\The. task force will come to order. . :
. This morriiny’s hearings constitute the second day of the hearings
“on the college |tuition tax credits. The popularity of this idea is
-reflected by-the' fact that there are now mcre than 50 proposals in
‘the ‘House and the Senate on this subjéct. I kniow on the first day of ..
. hearings it was noted that legislation passed the Senate ih 1967, '
1969, 1971, and twice in 1976. The House has never. passed any
‘leﬁislati‘on..in this area. SR -

T might note particularly for the witnesses who are here, that on
- the first day of hearings the administration spokesmen from HEW
and Treastiry -were opposed to such legislation. R

Today’s witnesses will be Senators Roth and Schweiker, who will
. bea littlelate because of a meeting at the White House, and

Congressmen Mikva, Corcoran, Crane, and Coughlin. e
- The legislative director of the National Student. L.obby and the
-national director of .the Coalition of ‘Independent College and
University Students will also testify. co
" " We can begin, Congréssman Mikva, with your statement.’ .

/STATEMENT OF HON. ABNER M. MIKVA, A REPRESENTATSVE IN
.. " CONGRESS FROM THE STATE OF ILLINOIS =~~~ -

- M:a Mikva. I would prefer to have my statement ‘entered in the
record. . . : T
" Mr. SiMon. It will be included in the ‘record. . .
" Mr. MixVA. ['want to commend the task force for holgds
hearings. I have be&n in the uncomfortable ppsition, as afmember of
the Vggys dnd Means Committee, of resisting this inexdrable pres-
sure for doing sdnfething about the high cost of collegé education.

- Unfortunately, the simplistic approach to the problem |s, give the

. a,tax credit of $250 a year and hope the problem will go 'away}. -

(35) r,
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-~ awareness of our concern
.+ Unfortunately,’they have
. various proposals are attempt

To Bse a little personal example, my eldest daughter is about to

. enter law schoo] next’year. The tuition at the University of Chicago

is 85,175 for the year.”A $250 tax credit—while.I wouldn’t throw it
away—is not going to solve the problem; nor will it solve- the,

. problem of all the other pecple who age creating this pressure to do
_something. ’ '

Second, as the committee with tlke responsibility for oum fiscal

..

affairs is aware, the cost of the simplistic answer is very, very high -

and remains high. You are talking about a pérmanent redugtion of
révenues of over 32 billion a year at the $200 or $250 level. It was.
for those reasons that I decided to tinker with an imprg#isation of

." this credit which would do tw§, things: first, provide/meaningful
‘help-to the taxpayer during these critical years and, second, reduce

the long-range revenue impact as far as we can.

The pressure for relief is not going to go away. The high cost of -

college education makes it almost impossible for anybody to pay for
this out of after-tax dollars, no matter how they Wave saved and
provi and everything else. It should not ¢ a surprise to

the conimittee to know: the Federal Government has consistently -

"taken a role in trying to help meet those needs. The GI bill, the
. .land grant celleges, and even our

existing programs, the basic

opportunity grant programs and |

mitment to that concern.

v fill. My p sal simply is to
provide Rot a tax-credit, but a tax deferral arMato provide a
meaningfdl ambunt of deferral of up to $1,500 a year, Which is to be

paid back. What it takes into account is that there are 4 or 5 or 6.or

-7 critical years when,the taxpayer is sending onie or more children.

through }(;ollefgel whenh"the Loa_d is the hgavies;:l. Durinﬁ that period
we can, hopefully, lighten  his tax role somewhat by m of

- $1,500 and then, when that load is, remtived, require that he start to

an programs, all contain am

g4aps and that is what these“ »

e
A

pay it hack on a gradual basis. * _ - .
hat 1t boils down to really is an interest-free—or, one variation'

" I have, a mddest interest rate loan from the Government secured by

your taxes. Thé difference in cost, il tevenue impact for example, is
very, very striking. The Roth. proposal which I have used as a

.standard for, the ‘various tax credit bills—there are variations, but
- they are ‘about the same—will cost approximately $2 billion when

fully impleme .ed and go up from there. In 1982 it is $2.3>billion
and /it goes up even further. This is a permanent 188§ to- the

. Treasury of $2.3 billion of revenue, and means this committee
would have to find an alternative; as the Ways and Means Commit- -

tee would, to replace that revenue in one form or another. . -

J

Under my proposal the initia] startup costs are even higher
because unitil , repayment. starts,Yobviously ‘'more money—up to -

$1,500—is being paid out. In initial year, 1979 for example, the.

figure is approximately $8 billion, but then it starts to decrease so . .
- that by 1986 it is a $1.3 billion cost and continues to decrease so by -

-1990:it is a break-even program. At that point, you are getting back

- .as much as you are losing. : PRIt
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Ifyou want to put;a 3 percent mterest charge on the taxpayer for -
 thé time that he or she has deferred their taxes it actually amounts
- to a menue j}am by 1990 of about $} billion in interest charges.
e kasfof variations. Each has a diffgrent revenue
unpacl;. I have had the Joint Committee on Taxati prepare a
: table which with the leave of.the chairman.and thé®ommittee I
- _would like to introduce in"the record. It shows three variations of -
p the tax deferral and what the revenue impact would be.in each of '~
the fiscal years. They range 4ll the way from a high of$8.1 billion. -
. lost in 19 to a loss of about $1 bxlhon in 1990 and from there to
-one where in a 5-year de,ferral with a 3-percent interest charge a
revenue occurs about 1887. , ,'-,. v
- Could I have this in the repord? - - L e
& Mr. SiMoN. It will be entered in the record ST
[The table referre;i to by Congressman Mlkva follows]

AR T

°

- ESTIMATEQ EFFECT ON BUDGET RECEIPTS OF H R 3676 T
' = - {In billions of dollars) .

T

~

O N I U LV 3D~ O N
A

T H.R. 3676 with §.R. 3676 with H.R. 3676 with
10-§r payback S-yr payback  S-yr payback and
. and no interest and no interest 3 percent interest
: . charge to the charfe to the charge to the
Fiscal year T taxpayer axpayer taxpayer
—-1.2 -1.2 -1
—7.9 -1.9 =7
g -7.8 -7,
> ) Zed ity
e ¥ i iy
-6.5 -3.2 -2
~5.17 =2.0 . -1
—4.9 -1.3 -
—4.0 —-.8 +.
-3.0 —-.6 +.
=20 . —.4 R
=13 - —.3 +.

'
}
1
i
|
1

Nota ~These estimates do not include interest costs to the Governmenl

yf'hc decline in the cost \\nh th( passage of time is due to tho fnct that l'(‘pln- .

t of early deferrals is offsotting luter deferrals. '

f course, as a corollary to thix, in the event of termination of the pregram,

3 ‘Qhe deferraly would be coripletely offset over time by the repayments even in
th} absence of ‘an interest ehurge to the taxpayer.

. Mr. Mixva. I urge this on the task force#Mr. Chalrman If ﬁ/e
., were startmg all over again, we might agree that the tax code is the
s ‘plade ta carry out social po wi', still think it is; that there
_-are other ways of- dom ‘this better. nfortunately, we never start
thh ar.clean glate in the legjslative arena and - 'have a nagging
',. suspicion that this pressure for doirig something through the tax

'oode ‘about the high cost of higher.education is not going tq go away. ...

If are going to do sorhetling, I would rathér'dé somethi g that 1s -

‘meaningful and’ ﬁscally, sound ‘rather. than ge at-this in ‘the
" manner of throwing a bone to the problém. and incux'rmgh loes in.”
revenue of $2 or $25 glhon a year R

-
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Mr. StMoN. Among ghe'alternatives have you looked at this one | -
* problem that dpparensly affects.about 5 percent of those who have
children, stadents in co - dependents in college, and that ig the
*_person—if ¥ renlember cofrectly you are going to be in that situa-
* tion, if%ou are not now—who have two or more in at the same
: e. iy ' '

LA o d . . N
%"9'What-is this defefment yeu are talking about if applied only to
~ " "those who have two or more in at the sam¥ime and only in tl}ose

R S - A 4 o
o r. Mikva. That would reduce the éost even further. Again it
- depends -range we want to take. I have one proposal
- here which calls for a~5-year payback with a 3-percent interest
charge/to the.taxpaa'er for the ‘period’ that his taxes have been
~ .deferred. It is a $1,500 deferral each year. for one or more_ children
. in cdlldge and the taxpayer doesn’t start to pay it back until 5 years
after the child is out of -college. The cost of that over a 15-yéar
‘ period is a wash. You pick up revenue over the next 15 years. Now,
¢ _ .any variations that reduce the amount.of .thé credit or apply ibonly
to the ope persop who has two or more in‘college at the same time;,
~or would reduce the period of payback, or incréase the interest rate,
-all of those pake that revenue impact even’lesg hurtful than the

- »one we are talking about. I o Cos
* I think thé real question we have to decide is, how mueh-ef-our
reyenues can we;apgl to this and over how long a period of time do.
we want to view thi$ problem.” | ‘ : s
Clearly the hardest hit of all owt of those who have two or more
" children in college are those in. the middle-income range. I don’t
know of many such people who are solvent. : : o
: Mr. Simoy. Oneof our colleagues, Representative Conable now
_~has three' en iq cbllege, so we are not dealing just with a
remote problem on theytask force. Mr. Mineta. : :

. Mr. Minera. I would\like to%fhank you for your testimony. How’
.do you police this with kegar: ull-time and part-time students?

, Is there any factor theré~4Mat enters into this portion of it? .
_Ms. Mikva. We have talked about applying it to all individuals

who are in full-time or part-time education, whether it was higher
education or a vocatibnal school because again the taxpayer is
merely borrowing against his own taxes..Especially if you apply an

¥  interest rate to this, a modest interest gate, you can afford to be
rather generous about the definition. As far as the administration
of- the program, itself is concerned, it is.through the Internal .
“Revenue Service. They are mot h‘gppy -about it, but I happen to
think one of the reasons our egisting programs have created these
.. gaps is because we haved set™yp a sepatate bureaucracy to test
. eligibility in the first-place;:and to police thecheating in the second
place and to police the pziibacluuan%o on. Inkthe basic educational
grant program, for instance,sgme 51 pertent of those eligible never
even applied becayse the bureaucracy is”so heavy .and so

complicated. : - Lo

' - I like the Internal Revenue Service as the policing service here.
They dwu excellent job with a modest amount of expenditure and

..ajmodest Amount of bureaucracy. I have been audited enough that I
~. .'am not about to‘lead cheers for them, but, on the other hand,
o 20 T v .

T4 ) ) . -

T .A‘_‘ '?_' h ) - . 2\ .
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.goverall they do a fpretty good job. As reluctant as,they may be to .
‘take. on this responsibility, they can do it better-than any other *,:”
‘agency we could create.. You can. afford to have the definitions
broadened. = RN T
+Mr. MmNETA. It is somewhat regressive in the sense that i you
.héve a person who goes to a community college, that may-cost $280
‘a'year versus a person who goes to law school at the Universiyy of
Chicago having to pay out’ $5,000. Yet the’ credit is, or-the'tax
deferral is up to a maximum of $1,500. So, for the person going to
the community college, they get to defer their full $180 but for the
person who is going to the University of Chicago Law School,.he -
- only gets to defer $1,500, of the $5,000 expense. - - - - .t .
Mr. Mixva. Which makes it pro’fi-essive rather than regressive.
" The specific proposal,. I had was 5 percent of the first $1,000, 50
. percent of the next $1,090 and 25 percent of the next $1,000uptoa
 maximum of $1,500. In fact it was progressive. PR
. .Mr: MiNgrA. I am wonderin whether this addresses the basic
-problem. That is, if you have deferrals, you have to have an
‘income from which to defer and it seems to me most of us are really
. inneed of some financial irésources. to get them through school and
not so-much the tax deferral. .» . . - '
Mr. Mixva. Except, Congrélsman, -that when you look at the .

‘ spread-sheet of who is impe by the 'l(i'esent lYroblem, we really
. have, taken care of most gfthe people:whose families have low or no
_income. I do’ not ‘meanifhking care of all of them—they are all'in

school, but there are programs that are designed to meet their g

“neéds, and do neet them reasonably well between the loan and -V

»«grant programs. . gre are programs to meet‘the needs of the lower

' Income groups.{f you are very affluent ‘and -have thé good fortuhe to

' _be born into a'we. thy family, your needs are taken care of; If you -
fall into the middle class, you are“paying.taxes and there are no *
gubstantjal reserve funds to pick up these unusual expenses every

~ year for:5, 6, or' 7 years. . L

. That.is why there is so m ch pressure for a tax credit, because

" that is the group for whom-npne of the existing programs apply. 1

. am sure-you have had the préblem, or you will have. My_daughter

p the mistake of asking for a financial grant, even though she 15~

o a?g has beep on her gwn for.several years. She was politelg told
ather makes too mu¢h money to be on a grant program. he is

~ « barely eligible for the high-interest rate program. She is not at all

iteligible for any ‘subsidized programs. I think it is that kind . of

¥ talxp?yer to whom these programs are aimed toward affording 'some

" relief. - : N g )
-+ Mr~ MINETA. Thank you very much. ‘ o

Mr. SimoN. 1 assumé then if whoever defers the payment dies

© there is a lien 'against the estate?

.-, Mr. MikvA. There is a lien against the estate but it is a tax item.
‘{i isn’t like borrowing the money. It is against futurg taxes and dbes
. remain. a lien. If there.are assets there and ¢ tax is due it oguld be . - .

" collected, but you wouldn’t take away, the home from the-widow to’

b paKl the remainder. " ° ST

r. SimeN. -There wou!d be in effect probabl'y some_ loss.
. A ' . 4 I

. * . . v o .
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Mr. Mikva. I asked the Joint Committee about that. Obviously
there will be some leakage here, but they didn’t consider it serious -

. enough. and I don't consider it serious: enough to apply a dollar -

figure to it. There will be some. .
- -Mr.. SIMON. We-thank you very much for your testimor;i'. o

* [The prepared statement of Congressman Mikva follows

L

" professional growth

‘imperative th

PREPARED STATEMEZNT oF Hon. ABNER J."'Mxxv%fwkmwnﬁifi IN ColcRress
: IwoIs\.| N

. FRrOM THE STATE OF ILLINO ]
‘Mr. Chairman, thark you for inviting me to appear before this task force of the

* House Committee on the Budget. The committee’s analysis of appropriate funding
*levels and revenue policy necessary to implement effective support for American

higher education is a very welcome effort: . . . .

* For most Americans, the goal of higher education or advanced vocational training

is among the most high(lf' prized. Traditionally, education has begn the key to both
an rsonal satisfaction. For ‘America the country, higher

education and .its accessibility have been the’ key to our national growth and

progress, We haye avoided the rigid class structurg of many other countries because .

the availdhility of 4 .college educatiop has provided” maximum upward mobility. .

. Unfortunately, the attainment of this goal for mény families has become more and -

E?ﬁre c}ifﬁcult to achieve in recent years. And the country is beginning to reflect this
ifficulty. . . )
An egective-higher education policy ‘must include consideration of .equal educa:

tional opportunities, financial stability for the educational institutions, and financial .
relief for students and their families. Each of these factors is related to the level of -
Federal support. For example, in fiscal year 1977, the Federal effort on behalf of .
higher education represeénts'$14:3: billion, or about 30' percent of the total . gost~af -

Aigher education. Of this amourit, $7.9 billion or over 15 percent of total costs is

ggowdjedbsthrough Federal student assistance, grants, low-interestﬂloans; and subsi-
008. - . . . - 5 . . s .
Present programs, however, have not kept pace with rising educational costs. This

" has made a higher education more unlikely for growing numbers of people. In the

past 5 years, the number of fulltime students from families earning between $6,000
and $9,000 annually has decreased by 14 percent. The number of full-time students

people-in these ificome , higher education represents hope for the future. it'ig

* from families eaIing more than $9,000 annually has decreased by 5.percent. For the -

P e Federal Government make a commitment to see that the hope{s -
re ' . . . . ‘_ - ‘ ) .ot
Two of the major obetacles to higher education have been the complexity of grant
'ap(flications and the instifficient amount of money available for loans. The former is
indicated by the low 51 percent participation rate of eligible students in the basic
educational opportunity grant (BEOG) program. : :

Also, our two major student loan programs, the national direct *student loan
(NDSL) sﬁmm and the guaran student loan program (GSLP) have been
characteri by high rates-of default. and sometimes quixotic determinations of

- eligibility. These random determinations, however, are of great’importance to the

borrowers for the NDSL carries a 3-percent interest rate and the GSLP carries a 7-

percent rate, / . . o .
Tax credits are an attractive solution to shortcomings of existing prog‘rams’becauq;/

. application procedures are eliminated, and defaults minimized. But, the type an
~ size of the ¢redit raise important policy considerations about both the level of

assistance to be provided students, and the cost to the Federal Treasury.
Mr. Chairman, sugiest that the straight credit satisfies neither of these consider- _
ations. As tuition, book fees, laboratory fees, and related costs increase, a $250 or

- even a $500 credit fdils to provide an agfquatd measure of telief. The cost to the
. Federal Treasury, however, remains high—oven $2.3 billion per«yehr. ~

Earlier this year, I proposed an alternative to the straight tax credit which would

- permit the student he parents of the student to defer from taxes a percentage 8!-

eligible educaticnaexfenses, and to repay in full the deferred amount over.a 10-:
year period,beginning After.completion of,the educationa] program. The repayment

.- provision peotects edéral ‘revenues, and allows'for d larger anpual- deferred

credit than provided under the straight credit. While init}d1 coe
tax credit deferment concept are higher thwe cost of a $250 tq X
repayment begins, the annual costs decline u they reach a levgl app

S TRTENT SR ¥ S
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billion below the cost of the straight credit when the cycle has first been completed—
~ and will decline even further thereafter. .. S . :

"~ Moreover, the’ deferment concept is more flexible. If the cost is deemed to be too
. high, the period for repayment may be shortened, or a modest interest rate—equal to
_the 8 percent charge of the current NDSL program—can be imposed. If repayment.is
required -on a 5-year pagba’ck schedule, the annual cost drops below that of the
_straight .credit in half the time a8 the 10-year schedule, and continues at a rate

’

. which,.is -approximately-$2 billion less costly on an annual basis. If the deferments
. Ar€ accompanied by a 3-percent interest charge, the Treasury will actually receive
more than it pays out.b the conclusion of the first cycle. . T
- 'Mr. Chairman, I should also like to mention that tax deferment, lifge tax credits, is
- not the panacea for all the ills of higher education. The charitable deduction
continues to play an important role-in the financial health of institutions. Also, the
grant progra.mg-for the neediest students who have no tax liability would have to be
.maintained. I do think, however, that the tax deferment has the tential to relieve
- ‘students and families of much of the financial burden of higher edutation, stimulate
attendance and increase the revenues of the inatitutions. All three are beneficial
goals for the Nation as well as for the individual students and their families. °

*'Mr. SmMoN. ‘Mr: Coughlin, we appreei@ite your being ‘here. You
may proceed. - . __ Ny : L
. STATEMENT b/l" -HON. LAWRENCE COUGHLIN, A REPRESENTA-
" 'TIVE IN CONGRESS FROM THE STATE OF PENNSYLVANIA
“Mr. CouGHLIN. I would like to enter my statement ipr$he record
* and“sammarize it. - : ' X . : ' :
I atn pleased to be here to testify in support of legislation that
. would provide ghmeasure of relief for those people, as my colleague
1 from Illinois very properly points out, who are in that period of
their life when they are undergoing the cost of higher education and -
it-is a very critical period of time. Although a tax credit proposal -
may seem simplistic, it is in fact its benefit because it is a simple
' 'thing that ‘can be easily administered and easily done. Although a
tax credit might not finance all the cost of higher education, it 18 at
least a help to those families in those critical years which are very °
this Congress alone, 139 Representatives and 3l Senators have
sponsored- bills to create some kind of system of tax credits, tax
deductions, or other farms of tuition relief.
The history of the legislation is in fact intriguini because it .
- passed the Senate in four of the past five Congresses, but we havé
__never been .permitted.to vote on it in the House. It is legislation
—whose . time has cofpe. The time has come not only from the
. gtandpoint of obtainilg a vote in the House and obtaining. this kind
_ of relief but the time has come because these are the critical years
as my colleague from Illinois points out. : '
In our desire to hel}) the poor, we have initiated programs and
. authorized the kinds of funds that will help needy scholars but it is
the' middle Americans in these critical years that need .help at this
point in time, and a program of tax credits, which can be one of a
number_of programs, can be very helpful. o S
=« The cost of college education is rising faster than the cost of<Inost
i other. goods and services. Middle-income students from “families
. earning between $10,000 and $20,000 annually pay a greater net
“cost to attend college than do either the poor or the wealthy: 41.6
percent for the middle income versus 3&2 percent for the low

-
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income, and 2%6-percent for the high' income. The percentage of
~middleclass studentq is declining at a rapid rate. In 1974, for
example, there were 22 percent fewer middle-income students in .-
. collegg than there were in.1969. If you:are the parent of a 1 year old
. . today and you plan to send him to a 4-year college, it-will cost-you
$47,i¥30 at a State school in the 1990’s and $82,830 for a private
education at a private .institution. * - - : v
"~ Thesé are rather staggering figures that I think you and I.and
thers are faced with as we look to the future. . ‘
While the formulas for tax credit vary—and I am convinced_ that
a\reasonable and fair approach can be reached—for instancg, my
ure would authorize a maximum yearly tax credit of $325 pen
student to offset income tax payments for those with $1,500 or more. -
_ iﬁ;college expenses. The bill would permit a tax credit of $100 for
the first $200 spent, on higher education, 25. percent of expenses
. from $200 tb $500 and 5 percent of expenditures from $500 not to.
" exceed $1,500. Those earning $22,500 or more yearly, would be -
eligible to have a diminishing credit as their income goes higher. -
I am not wedded to my particular proposal because there are .
. other good proposals. At least this is a start to try to obtain some -
relief for this particularly critical period of time in,people’s lives.
It is important I think that this is reglly an investment in the
future of our country and our people because people with higheér
education obviously earn more and produce more for the country
and I think it is important that we realize that. _
. We have referred to the fact that this kind of legislation would
create a revenue loss and the Treasury trots this bogeyman .out
_-each time a proposal like this is made. =~ - o
-Sogne 4 years ago, when 1 first introduced legislation like this, I
contarted the Treasury Departmeiit and was informed the revenue,
loss wbuld be more than $2 billion annually, but that~is not entirely
true ause these estimates were based on a presumption every
{lamily would take advantage of this ‘which probably would not
appen. e
- Then'in the March 31, 1977, Congressional Record, Senator Ken:
nedy said he had written the Treasury Dé*;aﬂ:'rﬁent and they
estimated the revenue loss at $1.1 billion- for the first year for a
$250 tax credit and $2 billion for a-$500 credit when fully phased in. -
- Yet the Joint Committee on Taxation estimates, for example, that
Senator Roth’s bill startup costs would be only $175 million.” The
estimates vary very broadly and perhaps are not realistic in many
hases. Even giving Treasury the begefit of the doubt, the revenue
oss would account for only,~0045 percent of our entire Federal -
budget so it is not a really very. substantial figure. .
. The important thing to me is that this legislation would help
‘people; it would enable them to determine the kind.of education
they want their children to get and it seems to me it is important
that this Budget -Committee task force take testimony, listen:and-
g;dﬁde indthe_l'r'b'udget allowance ‘so that & provision like this can
"enacted. : . .



43 -
R T e -
: ’ .

" By changing our laws to benefit people, it seems to me that we

. are really making an investmen}in the future: that is very impor-.**

tant and very significant.

j}* Pnnm&umamdr}-!r:on LAWRENCE COUGHLIN, A REPRESENTATIVE IN CONGRESS

T T - FroM THE STATE OF PENNSYLVANIA R .
"I am pleased to tests y in support of legislation that gould provide a measure

* of'nliaffor 'Ameh% fin ing it more difficult year to provide higher

. edutation. for their children because of _escalating costs ¢ tuition and other fees.
In.this Congress, 139 Representatives and 31 Senators y have.sponsored bills

;. creatq a system of tax credits; tax deductions or other forms of tuition relief. The -
: .,ofthil.legislaﬁoxiisintng\ﬁnmithMpansedtheSenatainfourofthepqgt
: ﬁﬁ 1 while the House never has been J:ermittad to vote on it. * :
¥ aw," plethora of newspaper headlines an: gtories detailing the plight of

’

middle-income Americans as coHege and university, costs soar. has uﬁﬂerse?md thé. '

;" Inour % help the poor, we have initiated programs’'and authoriudﬁnds for

PO “smehow we have -taker for granted middle<lass America and virtually

' ixnorthheoe cgm who are the backbone of our society, the great stable base of
P!

*:goncern ¢ those-of us who Welieve this legislation is.a necesfity. -

“ou heavy proportion of taxpayers, and the people who have provided
T bodies in time of great national emergencies, by,
-] do Dot cast my appeg! for-this legislation on a caste basis. But, I do think that by
“our failure 4o recognize the situation of middle Americans, we have jnferentially
installed a revérse caste system. ) o « .
.. Are mi lass American families being priced out of higher education? Yes.
"~ 1. The cost of college is rising faster than the rise in the cost of most other goods -
2. Middle-income students, from families earning between_ $10,000 and $20,000
annuslly, a greater net cost to attend college than.do either the r or the
wealthy: 41. ggcent for the middle incqme versus 82.2 percent for the low incom®e
* -and 29.6 for the high income. e A .
~ 8. The percentage of middleclads students is declining at a rapid rate. In 1974,
_ %hsg’l:e were 22 percent fewer middle-income stydents in college than there were in

I am sure many of i"oufgot a taste of further “future shock” when you\xead the
Sunday supplement, “Parade”, on projections of college and university costs. In the
. February 21, 1977, edition, the.s_upelement' cited figures compiled by the Oakland
.* Financial Group, Charlottesville, Va., which based its estimates on an annual
. _inflation rate of 6 percent m\a included tuition, board, room, travel, books, and
_incidentals. ’ L : . S
If you are the parent of a 1 year old 4nd you plan to send him to a 4-year college, it
will cost you $47,330 at a State school in the 1950’5 while it will cost you $82,830 at a
*. private institution. I submit that these are terrifying based on a conservative
- estimate of a yearly 6 percent inflation factor. . : .
. In the legislation others and I have proposed, tax credits would be permitted for -
m;'ive]z:itiea and colleges, and accredited technical, business, vocational, and trade
schools. s Sl :
- I think it is important 'to understand that what we propose is not the expansion of
‘@ semielite system restricted to colleges and universities, but a reasonable and
. “flexiblé system that also .will encourage highér education in " imgprtant trade,
. tecl?meal. and vocational fields. ‘ R
ot every student of college age wan\t.s to attend a styuctured academic environ-,
' ment nor should he be encouraged if he is hot equip tsidg so. That is why it is so
. important that the trade and_vocational 3 of this le%ialation be-r ized.
- While the- formulas for tax'crédits or deductions vary, n convinced thit a

j Aor those with:$1,500 or more in expenses. .
ill would permit a tax credit of lg%zvrcent for the first $200 spent on higher
- education; 25 percent of expenses from $200 to $500, and 5 percent of expenses from
- $500 but not to exceed $1,500 C :
* Those earning

22,500 or more yearly would be eligible for a gradualljr diminishing’ 3

credit as their income goes higher. While that figure is not a princely sum nowadays,
| thinf‘.it;eomeg remariabl;lr“glpoe to the 310,000 to $20,000 iixcome brackef which, as -
¥ 1 testified earlier, has been-so devastatiggly affected. : - -

Y«

.o

v

espC and fair approach caf easily be reached. For i ce, mﬁ_measure would
au mbimum. yeerly tax credit of $325 per student'to offset income tax
pe ,
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©* % [ might point out that Myiwo’rk on tax credits for higher education has been a
: continuing effort and, each time more facts are, revealed, I find more compeliing
* < “reasons for the legislation. o . . e ~
.+ - -Back’in the 93d Co , I checked the figures for what college graduates earned
© . in adifetime. The 1972 figures available then' showed college graduates received- -
$243,145 more in lifetime income than high school graduates. They earned $343,111
... more than those with 8 years of educatnogw:::cs{l . v C
« . These figures, no doubt, have changed in 6ne direction or another. I note, however,
. - .that they do not include the. higher earnings of trained technical, vocational, and
trade school graduates who would be covered under the provisions of my bill. -
- - . The implications are clear: the higher educated earn more money. Those wWho earn
imore money pay more taxes. The more taxes that are paid more revenue
Federal, State and local governments obtain. In short, it is a prudent and wise
»  investment. In stating that, Ilwant it understood that my support for tax credits for
.- higher education gdes:beyonfl mere dollars and cents. I know opposition has been- .
"#. based basically ‘on the so-¢glled revenut:loss to ghe Government. I will treat this
‘ subject a little later, * : - ‘ ] : C .
. . Baut, for a Nation which :;pires to a richer and fuller life for all of its_citizens, to
. " base the concept of higher education on how much or how little goes into the Federal
: ,-is demeaning and -uworthy of its people and even more 80 of -its- elected
. .representatives. - - - . ‘ ) . o T
) ving pside the increase in tax revenues from higher' earnings of the irore
“ . educated, ieve that legislation which I p:ﬂse would benefit the country
' intéllectually, socially, and culturally. For the ions that are expendedat:{ the
P ‘Government in enco ing the arts and funding a vatiety of cultural
", projects, I am convinced that tax its for higher education would help accomplish
" these ends directly. S ' - i .
Rather than funneling tax dollars thro e Federal Government and havi
- them come out the other end in a highl inished state, this legislation woul
' it the people to use their monetyh_ ifre_gtly. And it'’s about time,-we, -in-the
- , recognize that this is ohé of the moet effective ways to use earned income. .
. In setting tax policy in this vital field, I think it should be recognized that we are
~  providing tax credits.for use only for a limited period of time—a time when the drain
- on“the family income is the highest..
[ The tax credit for h,iiher educqion thus effectively is passed on from family to"
" family. as children reach college age when the assistance is needed the most. It is
eminently just since, unlike most of our tax shelters or havens, it . provides no
rmanent tax credit for the family or the. individual. *
I referred earlier to a quaint expression, revenue loss. As we all know, this is the
yman trotted out of the vaults by the Treasury Departnfent.every time a -
or project to which it o{)ﬁects 18 proposed. On the other hand, there is no -
{ thing as revenue loss when the administration in power, through the Treasury
ent, proposes such wonderful thzga as tax incentives or tax investments.
course, tax credits for higher education are agcorded the revenue loss treatment
although figures I've already cited show how shortsighted that approach is. And
hat a wondrous number of figures do we receive for revenue loss projected for this °
islation. B : . .
me 4 years ago, I contacted the Treasury })epartment on my bill and was
informed t.g'at the. revenue loss Would be more than $3 billiom annually. Amazing—
) thh;lzuﬁma moreover, were based on the presumptiop that every single famil
.eligible would be taking adyantage of tax’ credits. An unlikely assumption, we can

Then, in the March 31, 1977, Congressional Record ‘comes a letter from Hon.
Edward M. Kennedy, of Massachusetts, to Hon. Joseph A. Califano, Jr., Secretary of "
Health, Education, and ‘Welfare: The -Senator serves up a .softball, asking the ' .
» Secretary to knock down the’ proposals for tax credits. In his letter, the Senator. -
H reveals the Treasury Department estimatés revenue loss’at $1.1 billion-in-the : =
© 'y fgst year' for a $250 tax credit and $2 billion for a $500 credit when fully phased in. -
" "“As a matter of fact, the startup:eost is much lowér than the Treasury Degart.ment
+ estimates. The Joint Committee on Taxation pegs the first Lyear cost at-$175 million.
s ~The cost, of course, would climb in following years. Enough of the Treasury
De ent and its estimates. . )
’ submit that the revenue loss argument is specious at its best and pitiful at its
; worst, The Federal budget in Feb was estimated at almost $460 billion. Gi N
N the bgnefit: of the doubt, a $2 billton revenue loss would ‘account for . -

R

R . <

percent .of the ‘entire Federal budget! - -
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'ifhe“m::ry meore thgn lip‘ service to the great lmddle America for which we
often spes .jn_l,tal"l uentlyact,lthink:veahoul&gﬁovidaz:}:nmmofm
justice it possible ugh Government action ucal eir children in |

‘uni , technical, or vocational schools. -
.- 1 am almdet embarrassed to think that, as Federa legislators, we have viewed 80
‘narrowly and so davold-of forethought the path of higher.e8ucation for millions of

E

id by the tax subjects we ignore. ether or not we like it, we are shaping a
gmtw of-buaiqqu _u:unicipal;edueational, charitablg, ciltural, and social policies
action and . s L R

1 W the of letters between Sen#tor Kénnedy-and

‘to the testimony of HEW officials in opposition to tax credits for higher

. 3 jeve it ‘is time for the "elected ;vﬁiyd'oentaﬁi/es of the le—the
Senators ‘M'Rapruentativeo—“ &%ercise the policymaking functions m

Al.loaslgtou, We Create or enco policies both by the tax legislation we enact’

is_not.

ust. thair prerogative but their duty. I contend that Secretary Califeno, and his - ’

‘depdrtment are, in_fact, trying to usurp the authority of the Congrees in their -

omnmto tax credits for higher education.

. w, . B Kol .
wNowhenre is it stated in the Constitution or in the law that HEW has the authority
tax law. Nor is it%amo hous mandate, gran l:ly; the legislation

or
by the Con and signed by the ident, so broad as te policy for’
m of American citizens too -off to-take advantage of rn%:ent law
ut

* designed for the poor, not 8o affluent as the wealthy who need'not worry

_the-escalating costs of higher education. : o
/" To the coterie of HEW “experts” and to Secretary Califano specxﬁmllﬁ; il?uota
-from the January. 17, -1977," budget message of 'the. President: -“Near ‘tax

_expenditures are meant either-to-encourage certain economic activities or to reduce
income tax liabilities for taxpayers in special <i »”

‘This is the job of the Congress in conjunction with the President. For example, let's _

the .case of tax-exempt bonds. To use Treasury’s favorite little catchall, the
ue loss to the Federal Government is. estimated at $6 billion for 1978. As a
. revenue loss, that—in- terms—is a horrendous figure. o
._Yet, is there one among us who would challenge the logic and reason and result of
that so-called revenue loss? Without this provision for tax-exempt bonds, the chaos
that would result for cities and other municiﬁlitieq. this tax provision is used
by investors throughout country. The multimillionai

as. well as small investor oo

* Thus, the validity -of the argument that the rich would benefit, too, from tax

credits for. higher educatiori amounts to nothing since the wealthy always benefit -
. more than the less affluent. My legislation’s gradually diminishing scale of tex -

credits as incomes rise also invalidates this argument. o :

The recognition that relief must be made available for middle Americans, and
even the more affluent, though not wealthy, can be seen in a new. phenomenon.
Private colleges Are entering the loan field. . .

In congressional district, Bryn Mawr College has created a loan program.
Banc:.lli %, these are long-term loans at reasonable interest rates which enable
parents to stretclr out payments for a number ‘of years:

i~ Other private institutions initiating loan programs i
Ithaca, N.Y.; Yale Univ&ai!ly. New Haven, Conn.; Amhe
Massachusetts Institute of Technology, (MIT), Cambridge,

- versi ord; Calif: - : . T oY
s 1 ﬁ‘: A ;:mneasy toys:y b:?:t u1pr.ivate insti '{lutionp ;z!nie lmvmmnt interea}tm in
ntinuing in business. Ye! e private colleges public institutions have
:gnd‘ this Nation remarkable well. s
_ To aid both the aspiring student and the worthy institution is not to be kissed off
88 vested interests. It, in fact, is a dual purpoee which our tax laws should be
enco . ' i - : -
- For, all, we are talking about jobe in the shortrun at tolleges and ugiversi-
ties, and higher earnings for people and more taxes in the longrun for 'iovernments
_ at all levels. I cannot conceive of a better nor morewjust application of the tax laws.
: - I understand. that- Chairman Al Ullman, ‘of the Ways and Means Committee, has

College, Amherst, Mass.;
; and Stanford Uni-

to -conduct{ hearings on tax -credits’ when tax reform legislation is -

"The decision, however, by the Budget Committee task force to take testimony\fi
. was a sound one. I know that the force members will weigh cqrefuﬂy all fi n

. -
(3

naire can take advantage of it )

clude: Cornell University,

Ll
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.o the issue and ‘will lay to rest sofne of the myths that have grown up around the tax '
credit appfoach. PR g . -
.| think this committee can reassure the Con that:
/ - (1) We can afford to pravide this important relief for our middle-income constitu-

ents. It ig their taxes that do, in fact, pay for the education of the r. It would be
unfair if we do not, assist these families with a small portion of the costs of higher
% education. . 1 - e . : : ’ - e o
(- If we provide for middle-income families, we.will not be decreasing our
‘ commitment to the provisions of equal education opportunity for the poor. None of |
., -the sponsors of this legislation would, directly oryin irectly, do anything to depride
poor families of the opportunity to educate théir children further.
I know that thefe has been talk of extending need.based aid to middle-income
: ilies. This, unfortunately, is not ‘a reasonable method of approaching. a real
problem since the definition. of "'nee§” is dicegwhen applied to the middle classs

Applying the legal definition of need to middle-income Americans for purposes *of
education is to’cdmplicate a problem that can elieved by new tax laws. Middle-
in¢ome citizens are committed to a way of life (by the tax laws, too) that requires -
. that their limited resources be spent on a fumber of famjly needs that include, but
W - aré not limited to, education. . )
I believe most Members of the Congress think/that all Americans must sacrifice to
[n‘ovide higher educations’ for their children. The truth is, however, that weé.are -
limiting the sacrifices already. The rich, obviously, don%t have to worry: Thé poor are
" . being aided by the rest of the taxpayers. And the middle-income taxpayer is carrying
moet of the burden. ’

By changing our tax laws to create’benefits to the people and to the Governtent,
".we are accomplishing goals which will enrich ¢fe country as a whole. Tax credits for,
higher education serve that pu and provide a measure of relief during thaqt

_ period of a family’s' life in whim is most financially hard pressed. - N\
. - Mr. SimoN. You mention both in your written statement and in
, your cral remarks a figure that I hag not seen before. In 1974 there
were 22 percent fewer middle-income students in college than there -
were in 1969. Is this as a percentage of the ove%mber of
,students or is it in absolute numbers? Do you happe know?
Mr. CoucHLIN. It s percentage, as I understand it, of the “
overall number of students. These figures were derived from the
Census Bureau, prepared by Dr. Larry ISZ Leslie in February 1977,
- “Higher Education: A Decade of Progress,” so they are substantial

figures. -
There is supporting data wii¢h I would also like to submit for the

record,. which I believe the task force has before it. : .
. Mr. SiMoN. We will enter it in the regord. g
[The information referred to fellows:] S

Sverontiya Dara=—7Tax Crenrs

o : THe FOST oF coLLbGr t\ .

Table A3 <hows the rice of collegic cong< and the inerense in tnition and fees

Between 1964 and 1977, Charges are indicated in constant 1974-75 dollare,
. Total taition- Board amld roo: o T Pereent inerease
Public institution~. i . . kL1203
_ Nonpiblie - R . [ IR S [
= Tuition and fees: - .
Public instintitions o . -, 33,3
Nonpublie : » ' BRI
. " \ ’ . R S )
SHRarade’ artiele cattached) <hows impuaet of rising eollege cost< on middle-
. h sy ]
income families, o
.n . ;
. - . o Ve - - .
. - . ‘
~ . -
7 b
. : R v ... A .f -
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Table 10 sha.wsAth(‘ net eost of college going by income tevel, Middle-ineome
students pay a.greater®percentage of their costs than do cither the low- or high- -

Adncome students, . . ‘ ‘ v
RS ' - oo Percent of cost - 1
“In¢ome: level: . - paid hy atudent
Low intome__.__ ST T o . o32.2.
Middle income. - : e R .o 41. 6
- High.income . % .~ e ' 249, 6
. S : o _ . § - -
<o e Middlesclass attrition. 1aba-vs
Declige in gate of enrollment. . v : . .. SoNpereent
- Pércentage decline.. ... . T, . o 22,4 pereent

41)'cclin(’in number.. . .o s T 500,000

Goes e
TABLE A-3.—ESTIMATED AVERAGE CHARGES (1974-75 DOLLARS) PER FULL-TIME pNDERGRADUATE RESIDENV .
.- "DEGREE-CREDIT STUDENT IN INSTITUTIONS OF HIGHER EDUCAT_ION. BY INSTITUTIONAL TYPE-AND CONTROL. - '
T 19465 TQ 1376-77 . ot . o wo oL )
N R ] - [Charges 2\e for the academc year ang 1n constaft 1974-75 dollars]
e Bl N )
R ) Tota\tuition, board, and room *

Tuwition and required fees

Annual ’ : Annual :
- . pgrcent . Univer- . ” '« percent Univer- Other N
v - ..Year and control Aft ange years 2 years All - change sity 4 years 2 year
B T T B U e L
196‘-552"" . : : .
[ T UUURUEE § 17 [ TUR £1;057  §403 ... S 3498 337l $164
3,161 ... NN 2,411 - 1,803 .._...... 2,149 1,695 1,163
1.3 1,087 - 418 3.7 530 389 177 .
 Nonpublic.... 2.9 2,526 1,872 3.8 2,220 1,762 1,246°".
1966-67:¢ - ) .
- .3 117 433 3.6 566 . 407 190
.7 2,641 3,980 3.6 2,291 1,szs~ 1,329
.2 1,200 431 -5 557 408 218
.4 2,683 1,974 1.8 2,335 . 1,884~ 1,35
3 i 1,203 429 -5 S48 408 . 287
.5 u_?z_ 725 2,009 1.8 2,370 1,93 1,389
1 1,305 444 3.5 586 421 245
.0 2738 2,103 .~ 47 2,481 2015 1,418
g 1,327 459 3.4 64 43 243
9 2,743 2,197 45 2,583 2,081 1447
1351 473 11 ez M6 282
2751 2, T . 43 2,685 20166 . 1475
" i N
1,35 188 2.3 618 474 258
2720 2,251 -1.3 2,660 2,148 1,468
. 1,878 1656 1,379 a9~ b X! 503 213
8125 33y 289 2231¢  ~13 2635 2129 1490

1,903 1682 1420 503 1
L1030 3419 2,704 229 2

Public.c . ... LI% - L

6 1,933\ 1711 1,460 509 v L
| Nonpuble Jo7 0 4765 \3,482° 2,768 2,333 . 2,78 2,229 1,57
197677 -~ - :
: Public... . .. 2.0 1,983 L7390 1,501, S¥7 S. 685 5 34
Nonpublit.' . N 7 4339 4,547 2813 2283 -2 2,688 2 )84 1,568
C&ln}e. 1964-65 to *
976-77: .
Public_._...... .. 194 1223 . ... - 138 - 333 . Ll
Nonpublic. .. ... 515 16.3 AB0 - 266 L.l

——

. <
| Represents charges weighted by numbers of full-time degree-credit studenis for.1964-65; weighted by full-time

. resident students for [966-6%; by full-ime undergraduate degree-credu students for 1968 €9 by total full-time students

« «for 1971-72; and by full-thne equivalent res:dent degree-credit students tor 1973 74, Publicly contrniled 2-year institu-
\ tions which reported a zero tuition charge are included in tuition calculations. Institutions whach did hot offer _board or
room are not jncluded in calculations of average board or toom cha-ges, Charges shownin table 3 1n current dollars were
converted to 1974-75 constant dollars by application of the Consumer Price Index. :

1 integpolated. - ..
1 Estimated. ‘. . v - o~
. Note: Data are for 50 States and the District of Columbra for all years. - . N -
.. Source: U.S. Department of Health, Education, and Wellare, National Center for £ducation Statistics publications: h) st

Higher Education Basic Student Charges, 4964 -€5, 195667, 1968- 69, 1971 72 and 1973-74; (2) Opeming Fall Enroliment
'n Higher (ducation, 1964, 1966, 1968, | 1, and 1973. Also. Student Expenses at Postsecondary Institutions, CSS, anaual.
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‘ ‘(From "Parnde. the Wuspigdton Post, Feb, 27, 1077) -

Frrr M Suocks
It’s incgedible, shocking and depressing, but -if- vou have a_l-vear-old child
whom you plan to send to n four-year upiversity in the 1990 it will cost $47.330

at a state school.and $62,830 at o privite one, v -
The figures in the chart were eompiled by the Oakland Financial Group of
- Churlottesville, Va., which based it~ estimate of future college eosts on an annual
© . dnflation rate of 6 pereent and inclided tuition, room, board, travel, books and
. Jincidentals, .

o Annual : ’ _Annual
- ' savings ) . . savings
) ) ) 4.yr cost required . [ 4-yrcost . . required
State university—Child's cur- R Private “college—Child's cur- .
©rent age: rent age: -«
. | SR 347,330 $1,570 82,830 & 52,750
2 . 44, 660 1,900 78,160 2,820
. - 3 42, 150 1,650 73,760 - 2,910
-4 39.770 1,710 69, 500 2,990
S 37,530 1,780 65,680 3,120
6 35, 420 1,860 61, 990 3, 260
7 33,000 1,930 57,750 3,380
8 30, 710 2,010 .. 53,740 - 3,520
2 28,940 1 50,550 3,750
. 10 21,270 - 2,300 47,720 ,030
« 1 25,690 2,500 44,960 4,380
- 12 24, 200 : 42,350 4,830
13 23,110 | 3,160 40, 440 5,530
) 14 22,090 3,720 38,660 6,510
. 15 20, 840 4,500 35,470 7,880
16 « 19.660 5, 800 34,410 , 150
17 18, 550 8,420 32,460 , 14,740
18 17, 500 16,200 30,630 28,390
*>- ’ *
) TABLE 10.—PERCENTAGE,OF TOTAL COLLEGE COSTS PAID FROM VARIOUS SOURCES, BY INCOME LEVEL -
— e - et T . . et B e
. .l Parentat mcomflqvel Lo
S e T — v G .
. i H . ’ e - Middle Hizh .
. - Low (48,000 to (320,000 or N
- Source (<$8,000) 919,999) ©  or more) Al students
BEOG . ... il el 27.0 1.3 1.5 83
SEOG. .. ........ 3.2 1.1 2 1.1
State scholarship. .o . 5.9 4.7 1.4 3.7
Local, private scholarshep . .. . e e - 4.0 4.5 2.6 3.8
Student’'s GI benefits_ _.... .. . i 1.9 1.0 .4 .9
Parents' Gl benatts_ ... ... ... .. .. ... .. 1.0 6 -3 .5
SS dependents’ benefits_. . ... el 5.4 1.8 A - L9
Total gramts. ... ... ... ......... Lo - 48:9 210 - 7.1 Td0.2
- v ?lg Y e - 2 ey mmn mesodh
5 Parentsosfamily., .. 0. 7. ... .. . a2 62.9 43,§

Spous-..< ........... P e

E 'i'olal, family assistance .. ... ... .. Teeees . 3.2 83.2 43, 5‘
- . ~— - L S S
Totat; grants and family assistance...® ... .. 58.2 » 70.3 63.7

- College work study . . .._...._ e i ‘2.3 ' B 6 “ %0 R
Federal guaranteed student loan. . .. - e e 36 1.8 2.8
National direct studengloan. ........... ... ... .. R .1 2.0
therjoan.. . ...._. e e e il 2.0 1.3 1.6
Full-ttmework ... ... .. ... s 2.5 1.8 2.2
Partstime work. ... ... ... FE 15,5 12.2 ‘13.‘3
Savings. ...l R 11.2 9.4 A
Other bnancing....... e e - o 1.9 - 1.8 19
- . oo

Studen‘nel'cosl..;".\.-; TR & 32:2 \ 41.6 29.6 35.9
. [ . B - R L R N
Grand total.._..........0 T, 99.8 99.9 9.6

4 .
we

. )
e: Unpudlished anhtyses conducted/by the Higher Education Researth Institute based on data froff the national
survgly of freshmen entering college :n 1978 as reported in Astin, A. W.; King, M, R.; and Richardsor®™G. T, The American
Fregiman. Los Angeles: Laboratory for Research in Higher Education, University of Galifornia, Los Angeles, 1375.
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’ . \/Iwuu-(,ug AT’I‘RITXO'\ 1969-74 oL
. . 4
o o . (Fstlmaws fr()m Ccnsu» BureausData) = ( C
1: There ar‘%\roemuleh‘ 11.25 million \t‘ud(llt\ m post-sccondary education.
‘2. Roughly 3 percents.are “‘middle 1nc0nn- (familics

carned hot“ een
$lO 000 ‘md $20,000 in 1974 dolar :1)
11, 20/39 3€7 =4.42 milliof are

4 But the cnr()llmont rate for nnddP income students declined by |

approxi-
mately 8.8¢; between l‘)b‘) .\nd 1974, .
BN (a) “This errCsan\ a percenlage dcchn(' of ( 30, .j) =224, .
EREl B TV 3M ~ 44257131 million, -
H = 24)

" Thus thd estimate is th it if the higher oducutmn conditions.of 1969 had pre-
~vallewin 1974,. 1,310,000 more middle- -incomne ~tndcnts v.ould have been in

college in 1974 than was the case,
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Mr. SimoN. We thank you for youritestimony. I am curious as to .
your-reaction to the Mikva proposal~__ v ;
* Mr. CoucHLIN. | think the Mikva proposal has mierit. I think
there are a number of proposals that have merit. I-think the tax ¢
credit proposal has the most merit, however, because it is simpler to
administer.-It.can be called simpNstic and-in fact it is simplistic and - -
. this is one of its great benefits. It is easy to do, easy to administer,«
-and provides an immediaﬁ method of getting help for people i
-those critical -years that M®. Mikva mentioned. " . . S
* Mr..SimoN. What is your reaction to suggestion that has beerr
made bg\v-a few peoplefffow wgo have looked at_the problem, whete
the problem cbmes alfout ehrOUgh there being two or more students
Jn the family. Su your suggestion was applied only in that
area. It-would ebyflouslyjoffeggrelief to a subgtantially fewer gumber
dople who are really hit particularly hard. What
sponse to that kind of suggestion? .
R . ¥1 guess I feel there should not be a premium on
- the number” of people in your’family so that getfing a collége
education for even one person in the family is very significant and a
-very significant contribiition to society as a whole, so that-it should
limited to those with two or .more .in college at one time. .
M§.
M

SiMoN." Mr. Mineta. . , —
> MANETA. | haven’t had a chance to go through/ your full
statement, Mr.. Coughlin, but I was wondering whethr or not we
would be better off in fully funding educational pdograms rather
than a system of tax credits®Pwhether or not we should make law, or
any of the educational student .loan programs, guaranteed pro-
grams—should we be doing more in that area than trying to end-
run an objective by a tax credit, or Mr. Mikva’s program,jor any.
" other program? o« < S o
Mr. CoUGHLIN: I think Mr. Mikva pointed out that we do &
reasonably good job at this point in history- taking care of the very.
poar and the ve?wealthy are able to take care of themselves. We
have a number '0f grant programs that help the disadvantaged to-
obtain a higher education. Fhe-statistics I tited whici® are very
valid, indicate just that fact{ that it is the middlefncome group
which is having the most difficult time. ‘.
" Therefore, fo me, a tax credit proposal—I realize thi
proposal; it is taking a limited period of time in peoplp’s lives whén
their expensés are the highest and when they are thé~gost finan- -
cially hard pressed and saying, ,'During that perjgd of tithe we wiH
give you some help.” That is the middle-income fawilies which can
normally provide for their childrén in other years.“To, me that is

very slﬁn'ﬁc t. TR . , '
Mr. VZS If we were to take thos%s me figures of the loss of
tax Yeverfie and put them directly in ajloan' program, I wonder -
whether we wouldn't-be getting more eut of it-than through the
cash’ credit system.- ' . . 7

Mr. CoucHLIN. To me the credit system iswperhaps the most
efficient system of accomplishing the end result. If you are going to -
go through the PBaperwork of having people apply and justify need,
you are going to end up draining off the top a'great deal of money in
‘the administration costs whereas with the tax credit.approach that .

is a limited
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administratiVe cost does not apply, making it-much more simple to X
radministe}'. . . ’:‘,/ . -‘_‘. . . v ) i B . ’ “ .

* Mr. MiNETA. Thank you very much, Mr. Coughlin, for your
thou'ghtful.prese‘ntgﬁon.ﬁ‘his whole area i$ an intriguing one. There
is-the fear of. loss of reveriue which you bring out. The taxpayers
emselves are able to.deal Wwith the situation directly. . =~ =
.~ Mr. CougHLIN. There is also a freedom of choice facfor-that gogs
_into this that T think is also important. .  **%: . .
" I might say, Mr. €hairman, this is something” we have been .
working on for a num yeare now. and have spent, a great dgal = »
‘of time and thoughtful 'study on it. . T
+.] realize, there is no one ‘easy solution or perfect solutioq. Perhaps
the simplest way to do it is the best way from the standpoint of ..
~ providing assistance to families in this limited period of time, when'
MINETA. There is some question about whether the. programs k]
in existence right now are really doing the job. I.do have.some /'
reservatians about the present programs.- We have the student loan
program- and these other aid programs. I am not.sure they are
, ly doing.the job as they should be. It seems-to me' somewhere
between ‘strengthening those programs and a tax credit, somewhére
in there there has got to be a solution to this. Thank you very, very’
much, Mr. Coughlin. Thank you, Mr. Chairman. . . “ '
M:ecsilMON. Thank you for your testimony. Mr. Corcoran you may ° ,
proceed. ’ : oo
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STATEMENT OF HON. TOM CORCORAN, A REPRESENTATIVE IN
- CONGRESS FROM THE STATE-OF ILLINOIS |

Mr. CORCORAN.. Mr. Chairman, I am very pleased to be here this
morning to testify on the concept df tollege tuition tax credits. I had

. considéred last night, as I was preparing for the actual oral testimo-.

" ny, that I might summarizé my statement, but I think it might be
better served to read it because I have tried to be precise in my "
comments and not extensive on.rhetoric. . _ _

The idea of tax credits for postsecondar¥.éducation is not a new
one. Twice during 1976 the Senate passed such‘iggislation and the
other body has passed similar legislation”beforé;.ds you know. *

‘This House, for what reasons I do not kn@v'{,’@as rejected this

. legislation. _ v CLTORET

. -Similar legislation has been introduced aiain this year in the
. Senate and I have come to join Serfator Roth, of Delaware whpse
testimony will be a part of this record, ip urgigp that you look With .

* favor on our fprOposat. ' L . .

The costs of a college education are rising at £Merrifying rate,
while we struggle just to keep our heads above Water with pay-
checks that always seem just, a little too short. _

Consider_Jor a moment these facts supplied to me by the House

. Education 'and Labor Committee: The cost- of 1 year in a public

_college will be 4 percent higher in t#® 1977-78 school yBar than it is
in the 1976-77 school year. At private sthools, the increase will be
5.2 percent. This ig not an isolated instance. The trend of h! he%,.

-and higher college casts is persistent -

- | B ¢
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7. - In the years bétween 1970 and 1977 the cost of tuition alone
: + Ancreased 57.2 percent at public colleges and there ig no end in
- ,sight. If you have an 18-year-old child, one ‘who plans on entering -
“college next year, it will cost you on the avérage, $17,500 for 4 years
at’'a public university. If, on the other hand, your ¢hild is in the
first grade this year, you can plan on spending $35,420 for his or her
bachelor’s degree. Finally, if your child is born this year, college
costs %e $47,330 for 4 years by the time the child enters college.

. To this expense, you would have to save $1,570 every year. -
In addition, if you want your child to attend a private college, and :
-about ome-fourth of our college students do go to private instita-
tions the cost for a baby today will be $82,830 by the’time he or she
reaches college age. . L y *

So f- I :alked about 4-year colleges and: universities. What "
#bou  -us- :tudents whe prefer a 2.year school—either.a junior
(oileg 1 vocdtional school? The increase in cost at 2-year schools

. had 1i~en over 130 percent since 1970. It now costs nearly as much
to attend a 2-year school as it did to attend a 4-year sc¢hool not that
long ago. . L ’ ' o
During the: pgst 2 years, Stat® support for education, on a per
Stude'ntiasis, and‘adjusted for inflation, has declined-in about one:
half of the States. This cregtes still another pressure toward in-
: creased. costs_for pogisecondary education. . : v .
& ‘The result of thi{éﬁé%%ase in the cost of postsecondary educatior®
‘ is quite 5imple, and €éGiRflly frightening. Many able and eager young
students are being priced’out of school. They are being denied what
s most Americans have always considered a basfc right—the right to
- “better themselves through education. .” = _ .
I am aware of the studies which show that today acollege degree |
. does not' mean: a person will automatically get a better job, or that
he «will be better paid. Indeed, Mr. Chairman, we all too often
equate. a better job or higher pay with a better person. I believe that
we, in the United States, are guilty of perverting the idea of what a
college education, or indeed any education,is. Education, especially
at the pogtsecondary leyel, should not be merely a training program
for some job. Educatian should be nougishment. for the -mind and
heart; it shauld contxibute to the crefition of a ‘thoughtful, well-
rounded person—one who is equipped to apply his,God-given talents
and abiljties to the problems of everyday life; problems which are
becoming increasingly complex. - o "
So, Mr. Chairman, becausé education is so important, I am
worried. | am worried by the.increasing numbers of young people in
all. income brackets whe.atre ho longer going to college. I am mo
concerned, though, with:figure§ which show that the biggest decline.
_in students attending college.is in the middle-income range; that s,
“from families whpse income is between $10,000 and $15,000 per
year. During the 1974-75 school year, there was a-drop of nearly 7
percent in students entering college from middle-income families?as
compared with the 1972-73 school year. - f s
These figures make it clear, at least to me, that ﬁnethihg negds
to be done. It is equally clear that the guaranteed student loan
program, the nationa] direct student loan program and ‘other loan
programs like them aré not' the complete solution. Both of these -
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p!’ogr&ma are oostly to admuuster, and both have very' lugh default :
Fo; exam le, 4 Years ago Congress appropriated $40. mxlhon to. '
" cover defaults on these loans. This past year five times as much. . -

gon " million—has been appropriated for défaults. I addx-"',’ '
E‘emd .t. qu;tervhas pro elimination—of the NDSL

u
1 tbmk the jeg atidh Sénator Roth and I have introduced—an. -
inoome tax credit for postsecondary .education. expenses—-can be a

. viable replacément.. :

.~ 'This Fgislation prgvides a m ul incentive for. paren'ts to

. oonﬂnue the $ &twn of thell‘ chx] ren ‘beyond elementary and

: Known the College Tuition Tax Relief Act of.
19‘75, bxll woulgd provnde tax eredits for college education ex-
«se byean Individual for himself, his spouse, or his de §

esamount oftax credit is an incremental progression: 250
~in- m7 3300 in-1978;8400 in 1979; and $500 in 1980 and thereafter.

¥ «These Creths watild ‘apply to tuition, fees, books, supplies, and
qupment required for cou of instruction of‘ehgible ublic and -
nonpublic igstitutions. Only*full-time students dre eligible for this"

it who are above the secondary education level and attend an
" Institution of higher eglication—including community colleges—ora™ . -
vocahopal school. Such a tax credit. would have-three advantages. -
_First, and foremost, it is aid directly to thosé who bear the bngt 4’ -
£ college costs, especlal!y the middle class, which has financed
dent aid programs while being denied the -benefits of those
ams. Every student, or the parent of a.student who is not self-

. supporting, can take advaptage of the credxt It is a form of aid with
a few strings attached.

Second, the tax credit is gimple ahd mexpenslve from an adminis-’
tratlvgupomt of view. - ,
-~ Finally, the cost of the program, in terms of revenue loss, would -
not be prohibitive. The revenue ceiling in the fiscal year 1977
budget is $348.5 billion. According to the figures I've been- given by s
the Joigt’ Committee on Taxation, the revenue loss from a tuition
tax credit, if it became effective on June:-30, 1977, would only be
$138 mllhon, or less than three one-hundredths of 1 percent-of total -

- revenues. In fiscal year 1978, when the credit ‘would be increased
from $250 to $300, and when the proposed revetlue ceiling will be
$396.3 billion, th®’ revenue loss would be $988 million—still only
“about oné-quarter of 1 percent. . -

In the Federal budget for 1977 only 2 percent was spent’ on
. ‘education. If we consider the revenue loss from a tuition tax credit -
as an expendituré, we will still be.spending less than 3 percent of
“our budget for higher education. Is such an expenditure out of line

. when we in'Con, spefid;more than that on our own operations?
*‘In’ a. world which grows rhore intricate with each passing day, we

. mush.educate as man of our young reople as we can; educate them
notl?nly in terms o vocatlonal ‘'gkills, but in terms of knowledge
itse

In 'short, Mr. Chmrm5m ‘we must sgool our young people i in the

way to learn We must instill. in them the thirst for mformatlon, the

e . ' .'—'—' ! . A
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S demre to seek out all the mystery that hfe has to offer and to use it
e for their own betterment. It is for that reason-that I urge this
& committee to support this legislation.; Th you, and I would be
..~ happy to entertain any. questions. 4
NK‘, SivoN. Thank you for your testlmony 4
I would'like to insert, if I may, at this point in the recorq‘a graph
from -a budget issue paper of February 1977, postsecondary educa-
tidn and the current Federal role and a]ternatlve proaches which
shOws the percentage of those attending college and from an’income
grolt;,p While there is some ﬂuctuatlon the llnes appear to be- falr]y
stable:
. I am not sure whether this aph is correct or your statement or
that of Representative Cough in“is correct. But I insert it in the
record _uflst to suggest there. is" some questlon on that particular
aspect o it.

e graph rélfe“ ‘ to fo]lows]

S
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Mr SIMQN. You hetlrd the testimony, or maybe you d1d not I
dont know that you-did, the testimony of Representative Mlkva\'_ -
- Mr. COoRCORANp 1 heard part of it. . »
Mr. SimoN. His idea is basically for *ﬁtermmatlon of taxes .
rather than a tax credit. It has the disad age of some admlms- ‘

-
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¢, trative eomplicntibpqt.l' It,,h'aﬂ_.a disadvantage in having a large initial
' startup price though it obviously does not have the long-range
. expenses that yours;ijnvolvés. I am curious about your reaction
~*between the two g grams. . , I
. Mr. GorCORAN. 1 have not had a chance to really examine :the. "
-, proposal of Congressman Mikva. I think the idea’ of tying ilito
taxation is common to both proposals and that it would be
_desirable. ; - - - : o :
" There are arguments against this conCeSltz.ul?ut I think we must -
recognize that we are today involved in utilizing the tax system for .
expenditures to teet certain social and other goals. I personally
would like to see an overall adjustment in the way we use our tax
systexfh 80 it would concentrate more-on revenue rather than achiev-
: “other goals. ‘ EER S . ‘
: 'm%ut it seems to me the die is cast in that respect and that when
. .we'lock at the problem which Congressman Mikva has addressed,
-'Congfessman Lawrence Coughlin has addressed and others in addi-.
‘tion to myself, I think' we must recoglmze that it is quite serious.
~ Among students coming from the middle-income area we see quite a
decline in the student population. R
- The results, I think, are very, very frightening from the ‘stands=..""
~ point of what this country has, alwaysistood for. I would not berina
.~ position to sit here today as a’ Congressman from the 15th. District, - : -
_..of Illinois were it not for tHe opportunity given to me to pursueza™- - )
. - tollege education. I think if we see people in the middle-incdme aréa -
‘ wlggﬁi because of price and cost, being denied that opportunity, . "*

- we look for a simple, viable means of providing assistance.
One other alternative would be still another Government pro-

gram. However, I think if you look at the default rate of the

existing student aid programs, there is- serious doubt abopt the -
viability .of that approach. I don’t think another such Government
pr’ggram is the answer. S ' : L
- Mr. SimoN. There is no question that the default problem is a
very real one and is being addressed some, but.perhaps not as
effectively as it should. S%i't of a basic assumption that you make

. and our two colleagues who testified before you make is that this

. type of credit will encourage more people to go to colege. Do you

_think that is.a correct assumption or not? _

Mr. CorcoraN. That is an assumption that I am making. I say

that because while the amount of money, $250 the first year and up
« toa cap of $500 in. 1980 and thereafter is not a significant amount of..
_money, pacticularly when you look at the projections as to what the .
cost of education will be several .years hence, assuming a rate of
inflation of 6 percent. i ’ I
"I think that the assumption is'a walid one because people who are .
+ today in a position of trying to decide whether or not to send a high
_ +3school senior in their family on to college would, under my propos-
al, have facing them the prospect of a $1,450 tax credit over that 4-

_ year period. I think that while that would not be a complete’
financial solution\to their problem, it would be an incentive. I think
that is what we aje looking at. Furthermore, the credit would tend
to offset increasiyg cost. - o S o
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I think algo that we must, as I am sure you know, encoa.[age more
people to work while they are going to school. I think fhat can be
done. Many people are doing it and naintaining a full-time status

.. in college. We are not talking about a complete financing of college

.- '+, costs with the tax credit. .

In fact, I.think’ if you look at other recent Government programs
: wherzl there is complete financing by..the ;Government, that has
* somewhat of a negative effect on the incentive and performance of - .
the beneficiary. : ' . :
> ,/So it 'seems to me that so long as you can provide enough
incentive to make a slight difference, I think that is a valuable step
" in the right direction. - ) o D T
o Mr. SimoN. One final question and'I will yield to my colleagues.
i - You cite the figures, 1970 to 1977, the cost of tuition has increased .-,
7.2 percent in public colleges. Those who oppose the program will
say in response, in fact the average family income has increased
more than the 57 percent. So that for the average family ther®*in
fact has been a decline in cost. _ o o
. Mr. CorcoraN. The income for an average family has certainly
increased bver that period of time just as inflation: affects every-
thing. But the problem from the standpoint of the family*is that not
only has the cost pf education increased, but all ‘other costs have,
increased. So that 48 a fgercentage of disposable income, I think they
"are in ‘a difficult.positjon, . L e S
_Second, it seems to'me -t}iat education, because of:changes in our
" society, is not'receiving the kind of emphasis gs a means of a person
bettering hirnself as it once did. I think one other advantage of our
program is that when you look at its administration, we would put
~ the burden back on the family. _ :

Right now we have testified, in my testimony and others about
the discouraging default rate in the current programs. I think it
would be.better to put the burden through the means of a tax credit
back on the family to be responsible for the. financing of the
student’s education. ' iy ’ ,

I suspect that one result might well be that you would have better

. performance in school and possibly not the same develqpment with .
' re?&ect to attitudes toward the loan itself. 9{ ’
r. SimoN. Mr. Lehman. ) c ,

Mr. LEHMAN. | would just like to pursue one point that I have run
.into on this question. A family asked me, “If you give us a tax credit
for postsecondary education, why won’t you give us tax credit for
private schools in kindergarten through 12th grade?”’ That is a
tough question to answer. c S j

I wondered how you would respond. I§ it fair to give a family a
tax credit for sending their 19-year-old son or daughter to college .
but not give the same family a tax Sedit for sending;*heir' 16-year-.
old son to Exeter? - ) ) -

" Mr. CorcoraN. In a way that is a difficult question. It seems to
me if you look at the system of education we have in this country,
you will find that fortunately, in my opinion at least, elementary
and secondary education has remained primarily a local govern-
mient responsibility.

We are looking here at the fact that this Government, the -

Federal Government, is proposing to spend a significant amount of
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,money today for Federal aid .to- higher education. What we are

- asking for, I think, in this pro is some reevaluation of the
' current programs providing assistance, especially student aid in the
field of higher education. . : D

< It seems to me that when you see-the default rate -increasing, t.y
. possibility of goidf to a different means of—— : :
- Mr. LeumaN. Could you' yield back? I, too, would like to see
_something substituted for the present way. But it bothers me that

- you pro a tax credit for an elitist kind of postsécondary train-
ing—college—with no relief for a middle-income family who feel
very strongly that they should send their child to some: special
kindergarten through 12th grade that would suit that particular .- -
child’s needs or abilities. Nor do you offer help.with éducation in

* addition to their regular public schooling, that is, parallel education
in_art or music, perhaps. These are also part of education. _
- What bothers me; I guess, is that you take a relatively small
segment of the educational process and grant it a tax credit and 4
leave everything else without a tax credit. You excluded technical

- training schools, perhaps, or in some cases, the kind of special
. traihing a kid n if he htas had learning difficulties and the like.
It is also very.difficult because only about 17 percent of jobs require
a college education. ’ :
-1 have a difficult time explaining n I say I believe in a tax

. -credit for middle-income families for Collegés and peéple say, “Well,
why gon’t you extend ‘that to something else?”’ I have a hard time

‘explaining that. , o

xslr. CORCORAN. It is hard to correlate the concern you ‘have for
kindergarten through 12th grade with postsecondary. But with
- respect to postsecondary, I think %thé value -of this approath is
certainly that it is not an elitist approach at all. This would-apply
“to both public and nonpublic schools. It would apply to community
colleges and vocational schools. The,person who gets'thefgg"io tax

it could apply it to tuition, books, room, and board ‘or other

ekpenses for any kind of postsecondary education. . - _

Mr. LeaMaN. I have no other questions. I think we are both on "
the same. path. It is a questjon of trying to work the semantics.

Mr: SiMoN. Mr. Mineta. ' .

"Mr. MiNgTA. Thank you very much for your testimony. I see that
yours is only for. full-time students.

" Mr. CorcoraN. That is true. . ‘

Mr. MiNeTa. Why is it that you don’t extend it to, let’s say, a
.person who dofs Rave to work to try and stay in school and yet
. maybe is 3 units shy of what is, considered full-time, 3 units. A
person taking 12 units would not' be eligible for this tax credit.
.. Mr. CorcoraN. First of all, the reason I am sponsoring H.R. 6301
-is because it is identical to the legistation{that Senator Roth has
introduced -in the other body and which’ has twice passed the
Senate. This is the first time there has ever been a hearing on the
concept in the House. - - ' Ty

T would repeat what my -colleagues have indicated and that is
that the partichlar a%proach that we are suggesting here with
respect to amofints and eligibiity is something that I don’t see as
" peing totally in\flexible at this point. . Coc
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Jut.it seems
oF 8 tax credi
* good beginning Point. N e
~-With respect to parb-time,hstuderit's,v-i think: that:there are work-
study "programs already established ‘which wotild' be available tp

those sfudents wh;yed that kityd of Jassistafice in: order to go on-to

me that as a starting point or a point of departure '
concept, its application’to. full-time students ‘is a -
apphie, ‘ :

- school. . . Sl e ‘
Second, it seemg to me if you'look at: sone- of the changes that are

taking place within" industry, you'will find on.many occasions that «
the corporations are providing financial hélp for students who work
there orf a part-time basis -and*go on' 6 ‘tollege -or to some other |
advanced training program.? " .oyl Tae 7

.+ "I think that is a different. kind of an- objectiye than the simple

* “liheral education which I think:is important to the character of .
American society. w T . .

Mr. MINETA. If we were

! to incréase the eligibiity standards fo,
let’s say, have more middle-income " féirnilies . ‘eligible -for the pro-.
graims that are in existence; right now and fund those more fully,
would that be cheaper and-not as-expensive'in terms of the Federal
loss of revenués? 0 YV e A R o

Mr. CQRCORAN. I dgn{t".'.;tliinkj.-ib-would‘ be-cheaper. You have to
factor ‘in- the admifiist,ra;ti\ie'cq’s,ts_'_that_"go-with the -current pro-

* grams, 1 think there:are something: like eight or nine currer
ederal student aid foan programs.} think that there is a heavy
rice that is paid by the taxpayer for the cost of administering those

programs. . R R o

It seems to me that as has been pointed out on several occasions,

_the valueof this approach is that it is not just limited to the middle

. class. Everybody is.eligiblefor it. It'turns out that we have, because.

. of the existing programs today, some assistance for those students

. who are at the lower. end of ‘theeconomic _spectrum. o

But from.the standpoint of tfying to provide another Governmenty
program or expand :thé existing ones for greater coverage, I thix

the codt of that would berather substantial. I don’t thn&; we need-

" to do that in order to solve. this problem. .. "~ -« - .
- Mr."MiINETA. I guess I could be -very facetious and sdy’zhy we:
~_ shouldallow the students from. middle-ingome families to ¢ e the

burdens of having to go through the bureaucratic papey fc of"

_ student loan programs that the disadvantaged have to go through
. right now. LU e T - L
""" "Mr. Corcoran. In fact, I think the point is well taken because of
“the:evidence  we have 'seen in recght years when the -programs
. themselves are. not working. For irstance, the guaranteed student
; *." Joan program, is not. werking, not only because of the high;:ﬁfau‘lt
7 rate, but because miany ‘private lenders are reluctant to contiige to
*finance student.loans. This has certainly lessened the participation

-in the program: - B AR N A
- Mr. MiyEra. T'think we-have two major banks that are involved

+ in that program:in my-district. -~ ! .
- - Mr.'CorcoraN.. Thatis a’‘sad state of affairs. How do we go abolt
changing that? Do we- legislate more of the same-or take another
course?. 1 think .the legislation we are discussing this morhing
sugggts a different courseé which I believe would get at the problem
bette®: .o e ol - :
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“. Mr. MINETA. You 8ay this program would be applicable acroes the
“whole income scale. I-wonder if a person can take advantage of the
: grants or the guaranteed student: program-.or the direct
student loan program as well as being able to get the tax-credit?
~ Mr. CorcORAN. I would have to look .at the eligibiilty require-
ments for the current student aid programs. te be sure. I really don’t’
know. I think not. R Lo o
~ Mr. MiNgTA. | just wanted to make a comment-on your statement
on page 6 about, “Is such an expenditure out of line when we in
Congress spend more than that-on our -own operations?” _

If you look at the budget, I think the legislation expenses accoun
*for about one-fifth of genéral government.'1 think that is really less
~than 1 percent rather thanthe iljusiop of 3 percent that you
.mentioned on page §. . .o (e

Mr. CorRCORAN. My comparison _i§: suggested by the difference
between educational expenditurss «at the Federal level and the
_increased Government, costs as provided by H.R. 6301. The added
percentage would account for approximately less that 1 percent
which is close fo the cong ional budget expenditures. o
' Mr. MINgTA. That would still be less than 1 percent of our total
.btﬁet. I think it is .086. - _ ' ) 3
*. .Mr. SMoN. Thank,you very much for youstestimony, Congress- .
man COI‘COran, ) ‘ ., v y“

" Congressman Crane has been waiting very patiently and weé have: |
a situation where Senators Roth and. Schweiker are both here. -

I yield to my colleague from Illinois. We have promised the t¥o
Senators we would get them on as rapidly as we could. I defer to .-
your judgment hére, Bill. You will 'yield to the Senate? I hope the
‘two Senators will keep. that in. mind when Bill comes ove}r to the

Senate. SN .- .. :
roaching, I might remind him that I

While the Senator is v .
think he and I may be the only alumni of the University of Ore(fOn |
in Congress. I am sure that is correct. I don’t stress that a great eal -
il;le {llinois and my guess is that you don’t stress that a great deal in

- Delaware. R .

 STATEMENT OF HON. WILLIAM \/ ROTH, JR., A SENATOR FROM -
i ' . THE STATE OF DELAWARE . ‘

." Mr. RotH. I am afraid I was a .perpetual student who went to
7§¢f:_hool on both coasts: I look back with great favor on the University
0 on. ‘ o
I would like to thank you for holding these hearingsf apologize
that we had to delay our being here. As you know, the President did
have a debriefing on/his trip overseag and I was anxious to partici-
pate in that as well” With your apprgval I would like to submit my
- prepared statement for the record and speak extemporaneously for.
a few minutes and then j.nswervwhatever questions you and your . e
‘colleagues may have. ' L o .
Mr. SiMoN. Your statement will be entered in the record.
Mr. Rots. Mr. Chairman, I feel that you and‘your subcommittee
have provided a great serv}ce in holding these heatings. Insofar as I
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. know, I think it is the first time that any committee or subcommit-
" tee on this side of the Congress has done so." : .
_ 1 feel very strongly that an educated . American .is a strong
.. American. To me, the college tax credit is an investment in Ameri-
. +ca’s future: I think it is a program whose time has come. ’
-1 think yourare well aware of the fact tl_zet in the Senate last year
the other chief sponsor of this legislatifp, Senator: Ribicoff and I
introduced this legislation and got the Finance Committee to agt -
. favorably on it for the first time. We got the Senate to &dopt, this -
<. "\ legislation twice. Unfortunately, we were never able to get avote on
s this side, although at ope stage there had been a promise 'thét'there;
' -would be a separate vote.on this piece of legislation. \» - i~
- . In the closing days of the last segsion there was agreement thats
",g,serious-'considexation«" would be given to this .legislation on ‘the
House side during this’ session as well as on-the Senate.
.. ..The reason I say I think this legislation’s time has come is that

- . '_you just have to look at the broad spectrum of support this bill has,
- on >

the Senate side from so-called liberals to so-called arch-
_ servatives. I have already mentioned.that Senator Ribicoff is the
her ‘chief sponsor. Some of the other sponsors include Hubert
Humphrey, Barry Goldwater, Senator Magnuson, who has taken a
keen interest in education, Bof Dole, Frank Church, and Bennett
. Johnston, = Lo .
So you have a wide spectrum of support. That is the reason I
think the legislation, when it gets to a vote, has such broad support
on_the floor. v , P T I
i), am extremely concerned that middle America-is finding it s@
; extraordinarily djfficult to.send their children to school: The rea-
- 'géns why I think{'gre very obvious. . S
In the last 5 ygars your enrollment of students from middle,
America has gone down something like 22 percent, whereas stu-
dents from families in the upper brackets and those in the lower
bracket have remained relatively the same. . - P
Although some of the attendance decline is attributed to the
ending of the draft, that would have had an impact on all groups. I"
believe attendance has declined primarily because of the,increasing -
costs. : oot AR RS
The annual cost of an’ education; in'the case of a publiggollege, in-.:
the last 5 years has gone up from $1,782 to nearly $2,79@#That is a' '
40-percent increage in the cost of sending a-child to a public college.
* The same has happened to private educatjon..The annual cost,of-
a private college has gone up fronf $2,793 to'nearl #34,568 or as35-
percent incresse in. the last 5 years. It is g_s‘timatei.- hat if you are

v

\' planning to serid a child to school starting in in the fall of 1977, .
- public schools will cost ‘an anndal total of $2,908 and the private
schools will cost $4,811 a year. , RO
These tuition costs will continue td increase. }f you have a fyear-
old child—I have a 7-year-old so I am looking déwn the road a little
bit—4 years of a college education is estimated-to cost 9 7,%lin a
public school and a total of $82,000 in a private. school,:; "5

So it is no wonder that working Americans, par'ticulari lle-
income people, are having a very serious time sending their chil-

~-dren to_school. I think the need fgr relief .is “clear. L
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- Mr. Chairman, I am sure when you sit in your own clpakroom, as - .”":

I do in mine, you sometimes hear. some of our colleaguestglk about": }

the difficulty they are having in sending their children to school. It.

was just last summer that the U.S. Commissioner of Education -~
- resigned Saying that the reason he resigned was that, he could not

afford to send his children to college on a salary of $37,800.

-1 would like to read what a New York Times editorial said on

that point: - : . >

: Comm& from the high rahking Federal officer, an otherwise ve pers'on'al decision

" makes a point of considerabile public interest. It undgrscores the damaging impact of
the appalling inflation.in college costs. The state of affairs that make it difficult for
parents in the $37,000 income bracket to finance their children’s higher education -

- guggests outright tisaster for the vast majority of American middleclass families
who are considered too affluent for State, Federal grants and other aid. - ’

- " I think it would be worthwhile pointing out that there was an

_article i the New Republic in/January along the same lines. It .

- made the samhe point the New York Times editorial did that middle

* America is now facing downward mobility. They expressed,gréat _
concern about this, the New Republic does. It says, “For the first

‘time in our history, depressions aside, middle-class Americans can

. reasonably amticipate for.their children the long-range prospect of -
downward mobility.” . e ) o

. The magazine points out that no matter how hard they work and

both spouses.work~p\x;§:ty hard, middle Americans can.no longer

afford the great American dream. A part of that Americamdream"
has always been to offer your children the chance for a_higher -
education of one type or another. We are finding this dream being
set aside. That is the issue we dre trying to address today. ‘
Now gome people think we should just broaden the Federal grant
program. I am a strong supporter of the programs that we have on
the books. I think it is only right that we try fo help those on the’
{pvyer economic scale to go to college and improve their standard of
. living. . S :
But the same thing is true for the, people who are making $20,000,
$24,000 and $30,000. They are entitled to. that dream, too. ‘
I thought it was very interesting that the New.Republic, and that
is a liberal° magazine; said what’s wrong with helping the people
. who make $25,000 or $30,000? Phey are entitled to-tax relief too.
That is what I am suggesting to you today. ,
- I wish you could have been on the Sepate-floor one day last year
‘when John Pastore, one of, our most gifted ordtors; and a*gﬁg{\
. liberal, got up on the floor and defended this college tax credi .
-against the arguments some of our colleagues made that we ought
‘to broaden the college grants or loans. . .
He said most eloquently that that is not what the working
Americans want. They do not want. a handout. They want the right
to keep their own earnings to send their children Lg@llege. That is
what it ‘is' about. P )
He said, “It is not fair to expect all these people to come down
here to Washington to spread out all their financial and other
records in order to keep some of their own taxes to help their own
_children.” I think-Ke is exactly right. That is What'we are trying to - °
*do-here with this proposal. h . v -

‘
¢ I
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v, I think some of your prior witnesses have already discussed the

'Roth-Ribicoff proposal. o ’ , ? .

" We are suggesting that there be a $250 tay credit the first year,
starting January 1 of next year, increasing in\ncrememtal stages to
$300 the second year, $400, and finally to $500 1981. Benefits of.,
the 75-percent tax credit would go to people makingr$30,000 or lesf
The first fiscal year, budget year, it-would cosKjroughly $175 millipn ~
to put it into place. By the end of 1981 it would cost roughly $1.9
billion. I think that is a very reasonable price for future America.

How much more expensive is it to deny millions of young Ameri-

cans the opportunity. for upward mobility that a ‘college education
offers? I.personally think the revenue impact would be“a worth-

. while dhd necessary investment, an investment that would ulti-
. mateli be'returned in higher earnings, better job opportunities, and
even higher revenue for the Federal Gotvernment. _
ith that I will be happy to try to answer any questions that you-

- hgve, Mr. Chairman.

[The prepared statement of Senator Roth follows:]

.

S

PREPARED STATEMENT OF SENATOR WiLLiaM V. RoTH, JR.

Thank you very much Mr. Chairman for inviting me td testify on my legiglation to
provide tax credits to help offset college tyition costs, As far ag I know, this may be
o-  the first time a committee of the House of“Representatives has ever held comprehen-
: sive hearings on college tax credjts. .
Increasing college tuition costs, higher preces, and a growing tax buiden are
malking it more and more difficult for qualified middleinqme students to go to
college. . ) . . \ -
That is why I"havf again tNjs year introduced legislation to provide tax credits for
college education exgnses” is-legislation, the College Tuition Tax Relief Act of
1977 (8. 311), provides tax credits for education expenses paid by an individual for
himself, his spouse, and his dependents. To Be eligible for the credit, an individual
must be a full-time student gt an institutiorf of higher education or at a vocational
school. The 'amount of the®tax irc-dit is t0 be $250 the first year, increasing in

incremental stages to $300 the spcond year, $400, and then $500. -

Last year the Senate twice overghelmingly endorsed my college tax credit legisla-
tion by votes of 68 to 20 and 62 to 21. The’legislation was initially approved by the
Senate Finance Committee and adopted by the full Senate as an amendment to the

reform bill. The Senate approved the legislation a second time after members of
e House Ways and Means Committee mufe a commitment to bring the college tax
edit up for a House vote in a separate piece of legislation. Unfortunately, the pres¢
of business prevented a House vote before the 94th Congress adjourned.

I am convinced that Congress’can, and must, enact this le islation to provide tax
relief to the mitlions*bf families struggling ta send their chilgren to college. Accord-
ing to the statistics, there is @ growing ‘humber of qualified students“who are
prevented from abtaining a higher education because of increasing costs.

In the past few years, the cost of a college edycation has skyrocketed, According to
the College Entrance Examination Board, the average annual totgligdpt of a pu lig,
university has increased 40 percent in the past 5 years, from $1,78%8%%2,790. For a

rivate university, the avegage annual total cost has increased 3% percent, from.
2,793 to $4,563mAnd according to a New York Times survey, the total annual dosts- .
at many college® and universities are as high as $7,000. \

Tuition costs will continue ‘to increase. If a parent has a 1-year-old baby today’,
.has.been estima$:l thay it will cost $47,000 to send that child to a public university

'

an@ 382,000 for a grivate uhiversity in the 1990's. For a student entering college next

. faH, the total cost will be’-‘517.:')00'f0r a public university and $30,000 for a private
cotlege. : ' .

o These'increasing?osts are a plimary reason why college attendance has declined

in the past few.vears. The U.8, Census Bureau reports that there Has been a

significant decreaSe in the percentage of 18- to 24-year-old dependents attending

~ ‘college full time. In addition, US. Census Bureau data shows that families are

. especially hard hit right now because many of them have more than one child of

college age at the same time. These famjlies face the difficult problem of educating
two or more children over an & to 10-year period. s i

. Y L
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Miadle-incbhw families are eapeci ly hard hit by the'increaaim._gql_leée education’
- costs. There are millions of families today who are neither affluent enough toafford.... . .

the high cost Jf college nor considered poor enough to qualify for the many different
-Government\assistante programs which their thxes make possible.

- Asa college attendance of middledncome students has declined subetantial-
ly in’the few years. Between 1969 and 1974, college attendance for children of

middle-itcome families déclined at a rate of 22,pergent, while enrollment for lower
and ' % o

income Students remained fairly stable. .

. Mg Chi we are. rapidly approachi:g a situation in this country where only
the vgry affluent amd.the very poor will be able to attend college, and I am convinced

that ‘action must be ‘taken to the fidgncial plight of middle-income families.
S | y dﬁree with the inistfation’s argument before this committee
that co tax its are un g use Government assistance programs

have increased r the past 10 years. . ]
Government assistance have increased substantially, but these- assis-
tance programs are aim ost exclusively at lower income-students and are
denied to middle-income studepts. For example, as of January1975, less than 4
percent of -the basic educational opportunity grants, the, main Federal college
assistance program wernt to families earning more than $12,000 a year.
1 strongly support financial assistance programs for lower income families, and 1

do not believe that the enactment of college tax credits would lessen Congress’ .. .
commitment t& these assistance programs. But we must not lose sight of the fact that

the families who are paying :the taxes to finance these p themselves
o hildren.

_ finding it more and more difficult to educate their own c

. too affluent for Federal or State scholarship aid.’

*As a New York Times article has said, the difficulty that these paren{s dre having
in sending their children !?'wllege“suggests “outright disnsteY for the yast m 'oxr-ietg'
of American middle-lass.families in the $12,000-$20,000 range who m?ée

The editorial goes on to urge the Federal Governmeént “to open its eyes-,to a clear '

and nt danger—that college gates are being shut to increasing numbers of able,
mid oung people on economic grounds aldne. Nothing less is at stake than
the future’ of an open, upward-mobile democratic society.” i

The administration aiso believes that if any increased Federal financial aid is tobe

. given, it should be in the form of a Federal t, based on financial need.

An expanded.system of Federal grant ignot the solution for the'financial burdens

of the middle class. America was byilt gh hard work am rseverance. We.cannot -

‘and should not sap the productive enefgies and self-reliance of our working people
with more and more Government. aid prograims. Rather, let. us build on the spirit

that made America great by enabling our working people to’keep more of what they -

earn to pay their own bills and not the Government’s.
1 believe there is something fundamentally wrong in the growing concept that

working American taxpayers should come to Washi ytq A Ply ‘for Government
aid programs financed heir own taxes. Rather tham Vel ‘peofle by requiring
them to fill out deta.i.pzfg;ms, baring their personal fi g and p i

. in ordéef to receive a portion of the money they have already paid in taxes, Congress

should allgw’ taxpayers to keep a larger portion of their own income to spend on
educatjori®ejpenses. - . - o
WorkingZAmericans, caught in the middle, do not want A Government handout.
They merely want o keep more of what they e@rn to spend on such basic American
i as a college @ducation for their own children :

\

a

eading povertys .

, and members’of this committee, I believe there is.a clear and vxtal. '

need for the adoption of this legislation. I realize that many Members of Congress

are. concerned about the revenue impagt of this legislation—which ng;ordmg to the .

Jqint Committee on Taxation, begins at $175 million in fiscal year 1978 and increases
to '$1% billion in fiscal year 1981 when the full $500 tax credit’is in effect.

But "how much more expensive is it to deny millions of young Americans the
opportunity for upward mobility that a college education offers? I believe this
.revenue impact would be a worthwhile and necessary investment in the future of our.

. -country—an investment that would be' returned in higher earmingcm..better job

o;m_unitiee, and consequently, higher Federal tax revenues. .

K F the past 10 years, the Senate has passed college tax credit legislation by
substantial majarities five separate times. This year there are more than 50 pieces of
legislation providing college tax relief already introducéd in the House of Represen-
Atatives. It is an idea whose time has come, and I u committee to favorably

-consider this legislation to provide middle-income taxpayersrelief from & financial

bnrdep that no other generation has ever experienced bef

- . .
Vet B .
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. Mr. Smon. Tiank you've much Senator
Let me just suggest two m ifications i in yooun proposal that have
suggested and get your reaction.*: -
: that because of the revenue unpact on'the Feder Govern- N
ment, that we limit M to those who.have really Been hit t hardgst
and that is thoge who have two or more in college at’the same time. -~
- T think T tated the statistics before. It is roighly one out of
every seven. famxhes that have dependents in college- in that
. mtuatxon "
) ‘What would be your reaction to that kind of-& modification? ,
"~ Mr. RotH. Let mie start by saying, generally spedking, ] am nota .
. person who insists speclf ly on one formula. it.is the conce t and
: the pnncxple that i8 important to me So I do remam in a flexible "

N oo

l Qn thns area, however, I do dmagree I have concern about limiting - i
it to th¥ secorid child. I think the tax cregit ought to be available *-
" whether''you have one>child, two, or “three. I remember at the’
University, of Oregon, many of us studied under the GI bill of rights.
" That’ w‘as -available across the board,:You can find article afters
article in every leading newspaper or magazm{e saying it was well
“worth the cost. So I think that would be a -mistake, sir. ‘;
‘Mr. SiMoN: The second alternative that.has been suggested by ;
Congressman Mikva is that rather than the exemption'that you are °
. talking about, the deferral, the disadvantages it has on the immedi *-
o ate 1m ct on’revenue, that the. long range it has less impact. =~ °*
N | have a-great deal of sympat y for that. a proach ip
the long range, but, frankly, it doesn’t anéwer the problem today.
What I am concerned about is that young men and women have the *
ﬂportumty to go to school now, not sometime off in the future.
at is the reason I think we should adopt a program that will have
.a beneficial impact on middle America right now and not- delay it
mdeﬁmtel .
If I may talk about m é of the Congress, 1.t mterests me that
my colleagues who claij that a college tax credit program would
lose too much revenug’are the same ones who then go out and vote
billions in other , whether it is foreign &id or somethmg else.
I am not critical of that. But, sure, tobe beneficial t rogram-is .
goxng to cost .something. We are not only helping the, éung people
ut' it is my strong feeling that we are helping Anierica itself, . -
As-'you probably know, for every additional $106 increase “in
college tuitipn- costs, it is ‘estimated we lose something like 1'to 3 -
percent in-college attendance I'don’t think this country can afford
.- that today.'We are up against some of the.sharpest competitio X
¢~ worldwide, particularly the Japanest and Western Eurgpe wh
-+ have wellqualified, excellent people. - &N
. "We are going'to have t6 meet that competxhqn in l'xew advanced .
areas of science and other hnologles It seemis” me the: be'ét way =«
. we have of.assuring a strohg' America of the: Jyture is to glve our.b
young men and women today that chance- to gov oollege 3
, . SIMON. Mr. Mineta. " "~
M} MINETA. Thank you, Mr. Chau-man

' you, Senator tE
- Roth. T .

-
0y
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.

The eligibility standards for the-basic educational opportunity
grants | understdand are up to about $18,000 in family income. So
would lii? recipient of a BEO(E}, grant also be eligible for this tax credit
- Mr. RoTts. There would have to be some kind of reconciliation, 1

‘think, between the two kinds of Xrog'rams. There might be situa-
tions where it would be felt to be desirable. But ‘gienerally;_ speaking,
‘it is my concept that the present programs would help one group of
people whereas the college tax credit-would be for thyse Wwho would

- normally not be cove by these programs.

I think something like only 4 percent of families ‘with incomes

" over $12,000 are benefiting from this other program. So I am not

P

really generally talking about piling it up. But there might be cases
where that could be justified. Ty o .
““Mr. MINETA. As | understand it from Mr; Corcoran’s testimony,
the program is really only for full-time students. g

. Mr. RorH. Yes. That has been our proposal for two réasons, partly .

' cost and partly the burden of administration. But it is not some-

ing that I would necessarily close the door on if it were felt
desirable to try to extend it to part-time students. - .
* Mr. MINETA. There are othergprograms in education, for instance,
anteed student loans whm, again, families with incomes as
‘high as $35,000 would be eligible. It is -assumed under your present
gmm that those fadmilies“#ill still also be eligible for the tax
. Roth. Under this legislation,the tax credit is avaigmble for all

- 'e‘%‘l‘)le e?enses paid by(;ﬁleB taxpayer, subject to the credit's limita-

tion. In addition, the amount of the credit is reduced only if a tax-

. exempt. scholarship or & grant reduces the expenses elow the

that loans do not reduce the net cost of an education.
Mr. MiNeTa. Thank you very much. - E .
t:‘I:‘Ir.' SmMoN. Thank you for your testimony, Senator. We appreci-
a it. K ’ . . * -
Mr. Roru. ¥ appreciage the opportunity to come over. 1f T could
expedite anything for you sometime in the future, let me know.
r. SIMON. Your thanks really ought to go to Congressman Philip -
Crane over there who ‘has heemvery patient. - . v
Mr. Rotn. Thanks, Congréssman Crane. ' .
Mr. SimoN. Senator Schweiker, We're pleased to have you with us

- : : ’ . . ) wge
STATEMENT OF HON. RlCHAR‘b S. SCHWEIKER, A SENATOR .FROM '

‘amount of the credit. In regard to a loan, it should bewpointed out

THE STATE OF 'PENNSYLVANIA :

“Mr. ScHWEIikER. Mr. Chairman and Congressman Mineta, I want
to begin-by thanking- my neighbor, Philip Crane: We liye pretty -
neat each other. As the chairman pointed out, it is a little unusual
for the House to yield to the Senate and I appreciate it. Fowe Philip .
Crane for his courtesy in ‘allowinﬁ me to testify before he testifies.

I ask permission to put my ‘whole statement'in the record.
_."Mr. SiMon. It will be entered in the ‘record. - .

#
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Mr. Scuweiker. I appreciate the opportunity to come before the “

“House,""Budget Committee .this morning to speak in sugport’ of
colege tuition tax cw.and deduttions. o

As you know, I hav&-introducedsin the Senate S..834 which woula
provide tax relief for those taxpayers who pay tuition at a public or

. private school, including elementary, secondary, and postsecondary
education. - L - : : S
" S. 834 addresses a problem which is facing many in our country

today, the effect that rising inflatibn has had on their real access to
the education of their own chdosing. In terms of our college popula-
tion, many, of whom are, supported by their parents,, those from
lower- and ‘middle-income’ familiés have had their aceessito higher
education greatly limited by rising college costs.” = . I

The expense of, going to college has ificreaged dramatically in thé
past 10 years. For example, the oyerall gost of a privatg college
education rose-118.8 percent between 1964 and 1975. Fees'# public
universities have also risen substantially, some:98.4 percent for the

Teew

.same period, Qbvidusly, income has nof risen at the same rate, 8o -

the number offamilies able to pay out-of-pocket and from savings
for educatignal expenses have decreased from 1964. 1 ¢¢* = .

This year the average annual cost of a private college will be
$4,800. Public untversities will ‘cost $2,900. Those ‘hit hardest are’
from the middle- ‘and lower-income families who do not qualify for
the financial aid programs We designed and yet canpot-keep up with
these great increases in college costs S. 834 wasnﬁesigned to- help-
these people. . ' e,

In the' pasy, tax relief, for educational expenses included only a
tax deduction. My bill offers a taxpayer a choice between -a tax

- credit or a-tax deduction. The inclusion of the tax credit allows

lower- and middle-income families to take advantage of this benefit.
S. 834, the Tuition Tax Relief Act is targeted at middle-income and
lower-insome families. . , ' —
Our present programs do not reaéh many students from ‘lower- -
income and .middle-income families. As of January 1975, only 4
percent of basic educational opportunity grant awards ent to
students whose familieg earned over $12,000. Estimates received by
Pennsylvania institutions calculating what kinds of aid would be
available to lower- and middle-income students if the BEOG pro-
ram grants were increased from the current maximum of $1,400 to
gl 800 were that this increase would nat provide any significant

-relief for most students. Students presently receiving these ‘Awards

might get a.few extra dollars benefit, but-the nuhber of students
receivifig this aid -and the broad base of this aid would not be
changed very much. [.don’t knowhow many families can manage
on.an income.of $12,000 to send two or evén one child to collede in
this day and age. Tuition tax relief seeks.to remedy this situation..

‘Since I have introduced S. 834 I have received a greeat deal of mail

" from many individuals and groups. In large part the letters come

from frustrated middle-income families who, after years of saving
for a college education for their children, find 'that the money they
have saved will not cover cturrent college costs. These families are

angry. They feel tHat as taxpayers, they 'bear the brunt of rising

expenses due to inflation, with no help from a Government with

seemingly little regard for their concerns.

4
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Man g0 througﬁ'-the procesg of ﬁuirig out all ﬂu‘e' financial aid

Y

forms from colleges, and the State and Fedegal Government, only to . '

find out that at $12,000 or $15,000 a year, they make too much
mgney to qualify. Tuition tax relief would not underwrite all the
callee expenses of the mjddle- and lower-icome groups. We would
not wagt to do that and’ they would not expect us to.
- However, this tax relief ,wou% ,
perhafis enqugfto pit another ¢hild in college or open up the range
of ml:l;e of*gollege choices for,a student.

It*hasdeen estima

that foreevery $100-increase in college costs, -

we have lost ufito 3 pecent of those enrolled in colleges. As aid
for the lowest income?groups have increased, it is the
middle income grou‘}"who has felt this financial pressure the, most.

I think the most significant statigtic in this whole range which

says why we need a bill 1/4¥'S. 834 the dther bills discussed this -

morning is that the rate of'decline in college attendance by students

from femilies with incqmes of $10,000 to %

frea,t‘as the rates of decline i college attendance by students from

ow-ificome familges or higher-income families. .

- Finally, tuition tax éredits and deductions have a number of

attractive features about them that other forms of Federal aid do

not have. . ¢ ) :
First, no new Federal programs or bureaucracies would have to

be formed for administrative purposes. ° Co N
Second, tuition tax relief does not place a burden on colleges or

. unjversities. A major concern of educators today is the amount of
" time'and money and manpower they have to spend to fulfill Federal

. Thé overall cost o
q

'

paperwork requirements. Many times they find that it costs almost
‘as muith to administer a program as they actually receiye from the
) . Surely this is a serious problem that needs our attention.
Plucation, tuition tax relief would be-a first step in this area, a
way that the Federal Government can provide aid without growing
or placing any additional paperwork or redtape byrden on our

‘educational ingtitutions. - . - , o
I am grateful for this opportanity to appear ip support of college

tuition ‘tex relief legislation. I hope that in the not too distant

future Congress can act favorably not only on college level relief but

also for relief at the elementary. and secondary school level as-

contained in S. B34.. L
Thank you very much. N .
[The prepared:statement of S@nator Schweiker follows:] .
PREFARED STATEMENT ¥ SeNator Ricnarp S. SCHWEIKER

. Mr. Chhirman, | appretiate*the opportugity to come before the House Budget
Committee this morning to speuk 'in supfsert of college’ tuition tax’ credits and

- deductions. As you know, | have iatroduc le;ilislau'o‘n in the Senaté, S. 834, which. -
who

.

would provide Lax relief for those $axpaysrs -pay tuitjon at a public or private
school, including elementary, secondary, and pos condary education. S. 834 ad-
dresses o' problem which «i& facing many in .our country today—the effect that
inflation hasmhad on their real access to the education of their own choosing. In
terms of our tbllege populatign, naﬂny of whom are supgoi'wd by their parents, those
from. lower- and middle-incolne fAfilies have had their access to higher education
greatly limited by rising collede efpenses. . . v

The expense of ?oing to college has incregsed dram\atically over the last 10 years.

W ' 4', ) ’ " e " Q'
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provide partial financial aid, and

20,000 was four times as -

a private college educatibn rose 8.4 percént between 1964 and
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1976. Fées at public universities have also risen substantially—98.4 percent during
the same time period. Obviously, income has not risen at the same rate, so the
number of families able to pay (out-of-pocket and savings) for educational expenses
has decreased sifite 1964. Those hit harggsct by these increases are middle- and lower-
income families who, do not qualify for Federal financial aid, and yet cannot keep up
with these great increases in college expense. ° ) >

S. 834 was designed to reach just these people. In the t, legislation providing tax
relief for educational expenseg included only a tax cf::iﬂuction. My bill offers the
taxpayer a choice between a tax credit or a tax deduction. The incf’usion of the tax
credit option allows lower- and middle-income families tc" take advantage of this-
benefit. : s

I serve on the Education Subcommittee of the Human Resources Committee and
the Labor-HEW Appropriations Subcommittee. This puts me in the unique position
of having the opportunity to take part in planning education programs in authoriza-
tion legislation, on the Education Subcommittee, and then reviewing and funding
these programs again when they come before the Labor-HEW Appropriations Sub-
committee. I have consistently supported Federal aid to education, in forms of direct
student financial assistance through loans and grants, and institutional aid. My
sponsorship of legislation providing tax relief for tuition payments for any level] of
education does not copflict or interfere with my“support and enthusiasm {pr other
types_of education aid. Howeyer, critics of tax credits and deductions Tor tuition
payments claim ‘enactment of this legislation would encourage Congress to abandon
its commitment to existing aid programs. | do not believe this would be the case.

Tuition tax relicf is targeted at middle- and lower-income groups. Our present
direct student aid programs do not reach many students from miﬁle- and lower-
income families. As of January 1975, only 4 percent of Basic Educational Opportuni-
ty Grant awards went-to students whose families earned over $12,000. Estimates
received by Pennsylvania institutions calculating what kinds of aid would be avail-
able to lower- and middle-income students if Basic Educational Opportunity Grants
were increased from the current maximum of $1,400 to $1,800 were that this

- increase would not provide any significant relief for most students. Students present-
ly receiving awards would find their aid increased; however, the number of students
receiving this aid could not be expected to increase very much. [ don't know how
some families can manage on an income of $12,000 a year, with two children in
college. Obviously many cannot. Tuition Tax Relief legislation seeks to remedy this
situation. : ] '

Since I introduced S. 834, I have received a large volume of tail fram many
individuals and groupe. In large part, the letters express the frustration of middle
and lower-income families who, after years of saving for a college education for their
children, find that the money they have saved will not nearly cover current college
expenses. These families are angry—they“feel that as taxpayers, they bear the brunt
of rising expenses due to inflation, with no help from a Governmentswith seemingly
little regard for their concerns. Many go through the process of filling out endless
financial aid’forms from colleges am{ §mte 'uncf Federal governments, only to find
out that at $10,000 or $12,000 or $15,000 they “make too much money” to ualify.
Tuition tax relief would not underwrite all of the college expenses of the middle- and
Jower-income groupl. We would not want to do that, and they would not expect us to."
However, this tax relief would provide a partial financial aid, perhaps enough to put
another child in college or open up the range of possibilities of college choices for a
student. It has been estimated that for every $100 increase in college costs, we lose
up to 3 percent of those enrolled in college. aid programs for the lowest income
groups have increased, it is the middle-income student who has felt this financial
Ereesure the most.'Between 1969 and 1974, the rate of decline in college attendance

y students from families with incomes of $10,000 to $20,000 was four times as great
as the rates of decline in college attendance by students from lower or higher income
families, - : . : .

Finally, tuition’ fax credits and deductions have a number of attractive features
about them .that other forms qf Federal aid to education do not. First, no new

ikjies would have to be, formed for administrative

purposes. Second, tuition tax relief does notglace any burdet on colleges and
universitied. A major concern of ejlucators tod?yU i8 the amount of time and money
they have to-spend fulfilling Fédergl paperwork requirements. Many times they have
foupd that it costs almost as'much
rom the ?rogram. Surely this is a\gerious problem, one that we in Congress will
ipcreasingly ha“: to turn our attention to. In education, tuition tax religf would be &
first step-in this area, a way the Federal Government can provide aid without
» grgwing or placin¥ any additional burden on educational institutions:

a - . . ]
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: _!'am grateful’ for this chance to ap in support of college tuition tax relief
islation. I hope that in the not too distant future Congress can act favorably not’

on college level relief but also on relief at the elementary and secondary 8chQolug:::

_ contained in S. 834. Thank you for this opportunity. e

. Mr. SiMoN. M understanding is that the provisions "of yotfy

. &:al are a1m.3 ilar to Congressman Delaney’s here in the Holse? -
.1s .that correct or do you know? : ot

~ Mr. ScHWEIRER. Yes, that is correct. o S 2

. Mr. SmMon. Your bill also covers elementary and secondary,

education? .
Mr. ScHwEIKER. That is correct, \ :/l
ncC

~ Mr. S;MoN. Do you have any statistics on what the i nent cost
- would be there? * C .

" Mr. Sciweikgr. Mr. Chairman, I do have some estimates, but I

 would have to make clear that they are estimates because it is

. unknown who would take advantage of this benefit. Under this bill
_you have the option of either a $1,000 tax deduction or a $250°

- credit. The credit is only on 50 percent of the tuition costs which is
a little different from some of the other proposals. '

" Based on the tandem provisiornis, we estimate the total cost to be

: wmevﬁtlere between $1 billion to $2 billion and we further estimate

. an breakdown between those using it for college where you

- have a smaller population at much higher costs, and those using it -
for elementary and secondary schoo where you have a much
broader population but a lot less cost. :

So the estimates we have gotten back are somewhere between
$500 million to $800-milMon in each category which would end up as

. a $1 billion to $2 billion estimate. :

I would have to say that even the sources that gave us the figures
saiithe are only estimates. ' C .

” r. SiMoN. Congressman Mikva has a pr/dposal that you may or
may not be familiar with which suggests a deferral of up to $1,500
‘when you have a dependent in college. I am curious' about your
reaction to that. - P

Mr. ScHwEIKER. Well, again, I support the general concept of
financial relief for college costs so I wouldn’t fight a bill that

, attempted to do this. tIZIX one reaction is that I think this progoﬁal .

" gets rather complicated. Basically we are talking about adding

~ burdehs to our bureaucratic tax system and ‘making it more compli-

- cated because of carryover from -preceding years. This means an-
other section of the form and another part to consider. I think the
negative .of this carryover proposal would be the matter of
just the bookkeeping carryover and the administration at a later -
date. On the other hand, if this is the best wercan do, I would

. sum)ort it because I think help is needed in the college cost area.

Mr. SiMoN. Another modification that has been suggested is that
the families who are really hit the hardest, $hpse who have more
than one in school at the same time, particula .in college, ought

to be provided assistance and that would limrit the cost of the. . -
Federal Government expenditure. i . ~

Mr. SCHWEIKER. You say—— : .

© Mr. SmMoN. Another suggestion has ‘been that we take your .
proposal or the Coughlin or the Roth proposal or the Crane proposal !

n ) ¢
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and just lymit it to those families where there are two or more in
» college at the same time.,

Mr. SCHWEIKER. | think 1 would be opposed to that, Mr. Chalr- :
man. [ think that as a free society we should make the same
opportunities available to every member whetheriihey come from a
family of one or six or four. I don't think an individveal should be
penalized just because he happens to be the first or secend individ-
ual in a family or because his family only has two ghildren as
opposed ‘to six other children. I would rather support legislation
which would bear the brunt of the cost and make the opportunity

. available to all.

Mr. StmMoN. Mr. Mineta. ' <

Mr. Minera. Thank you very much, Senator Schweiker, for your
testimony and fgr your work“on this bill.

The point that concerns me is the extension of the credit, kinder-
garten through 12th grade. It seems to me that allowing thlS to be
extended to act as an inducement, or it ‘will act as an inducement,
for parents to send children ip the kindergarten through 12th
grades to nonpublic schools. in many instagges parochial schools,
and .since there are .no programs for financial assistance at that
level, it seems to me we would be sort of exacerbating the problem
by extending the tax credits in kindergarten through 12 years.

Mr. ScHuweikER. [ realize some people feel that way about it and
that is why their bills don’t cover it. My own reasoning is this:
Coming, as 1 do. from a State that has two large urban areas with
many private schools, the majority of which would be parochial
schools, I feel differently. Very frankly, if the urban private schools
were to shut down the gurden thrown on both cities would be such
that both school systems would be instantly bankrupt. Both the
Pittsburgh and Philadelphia schpols are struggling now to meet
deficits they can hardly bear. grivate schools perferm a great
service in these areas. :

The hlgh proportion of people'who o to private schools in both
cities is phenomenally high. If the trends coniinue, with the ele-
mentary and secondary cost escalations, we are going to force
people to go back and complete their education in the public school
system. Presently property taxes have becomé so high and private
school closing would only force property taxes up by increasing the
expenditures of the public schools because of an increased student

Y-

In the next few years -we will tface an increasing crisis’ of the
.. parochial-and private- schools closing and the burden being thrown
o the public schools. In cities like Pnttsburgh and Philadelphia,
this will mean financial-disaster. They can’t handie the load now.
I think the viability of our public school system depends on the
availability of a vizhle private schodl svstem. Yet they are facing

the same thing your private colleges are facing.

Mr. Minera. | am wonderiflg whether, or not by extending this to
kindéergarten t@roupfh 12th grade; there would:-be the thought of
trymg to recapturc the tax breaks by mqreasmp; tuntwn at that

1?

SC}{WHKI-R I consndered that point, Congressman. I think
that has swme vahdxt) That ‘s one of tHe reasons we put the 50-

\d 6 . : . A , g : }. k
..4 . . ' 7’1 - .



fnereent limitation on the tax credxt so that by having a 50-percent
ula the school is a partner in sharijig any rise m cost. Schools
- will not just pass the burden on. I w d think if the 50-percent
mechamsm weren’t there you would Aave a verg'c valid point.

Mr. MinNera. Thank you very m Senator Schweiker. -

- ',Mr SiMoN. Thank you very much, Senator for connng over here.
“"'We appreciate it. PR v
' . Thank you.

Mr’ SmMoN. Next will be the gentleman from IllanlB, Mr Crane. I
thank my colleague for standing aside for our two Senators.

STATEMENT OF HON. PHILIP M. C,RANE, A’-REPRESENTATIVE IN .
CONGRESS FROM THE STATE OF ILLINOIS * ' »

. Mr. CRANE I am happy to have' this privilege to be w1th you
‘today. I think Iyo y do have a copy of my testimony and so, for the:
sake of time, I would like to make 'a unanunous consent request "
.. that it be included in the record.
" Mr. SmMoN. It will be inclided in the record. - .
Mr: Crank. I think in examinining this-whole questlon on one
level the one question probably that we ought -to ask ourselves is
‘how we arrange our priorities and as at the “inception of the . .
Republic, the first responsibility at the other level i i to look to the
geperal welfare. .
n, before the ratification of the Constltutlon, th Contmental PR
passed the Land Ordinance of 1785 which in the: public - .
set aside section 16 for the promot;on of educajion and- o
Thomas Jefferson was particularly eloquent in his insisterice that a -
well-informed electorate was essential for the preservatxon of a free.
self-géverning republic.
1 think the Founding Fathers recogmzed the lmportance of
education and I think both at the national and.at the Jocal level -
l:gdhas been an ongoing tradition in the United States. The great
en of support for education, of course, at the lgcal level has o
been an increasing and growing problemy and caused supplementary -
funding from both State governmer and the National Govem-. %
‘ment on an-inrcreasing basis lately.. <
..~ 1 think we have also recognized through. the years hxgher educa-
tion j#8 extremely important to jhe country. When you .get to
analyzing some of the figutes insglved i th¢ loss revenués undaey
the various proposals -you:have: heard, that pne‘cannot be entirely .
accurate about what those loss revenues may be. There has been 34
through the years a correlatiort in Eammgs le ls with advanced, J&:
gducational years and so it may just be that 1mmed1ate invest- §
.ment that constitutes Joss revenues now in tHe'longrun may gener-.
~ ‘ate-even more revenues than we fose at the beginning of st*ch a .
p am as the ones.that youshdve. under copisjderatiorf. - E
en I first got elected to Congress: in ‘1969, the very ‘first. bill N
'mt.roduced was a tax credit propésal Bath of my cxjrrent prapogals
" are more generous. than the ones you ‘hdve hear 1 R 13
claim originality for this idea because Margaret Church, oj\¢ % b
tho-, x4
'duced a tax credit” for pos ; catlon ‘whén she Wasghr « "%
.""" P ."\gl . . 0‘- 'd

former colleagires fram up'in the: northe ecﬁl suburbs, also h




¥ .
Congress. I simply was carrying on that tradition. However, I feltit -
was im;)ognt even at that time in 1969, and I think if is important =
now becaufe of the 'impact of inflation on middle-income families..
_ .As Prof. Milton Freedman has pointed out, if you have only an..’
annual 7-percent rate of inflatiop, you have to be doubling youk
. income over 10 years to be breaking even. But the fact of the matter
is, {‘ou don’t break even because you are pushed progressively intgt™
.'h.i%ertaxbrackets. L R
think this is the plight of the middle-income families today:
* family earning $15,000 a yefr a decade ago has to be making alns
" - double that today and while that appears to be a higher income g&&¥
gz{,mt:lecause of the additional tax bite, they are falling fart¥pic =

e,

. What_my bills propose to do is to offer on the one hand a $1,08KL
+ tax credit for. postsecondary education and, on the other, a $3,59% "
deduction. ' C LR
- Now, it might be argued that both Senator Schweiker and I'
"' more than casual interest in this, that we might even have yst
¢ interests because he hag a large family and I do too. I have qig
¢ children and they will be starting college in I more year; we®
" have four children in college .simultaneously for 2 consecutiﬁey
, ~ . if none.goes on té graduate school. S
- Trad f*, 1 have been worrying about the prospect of G} 2
thisiand 1 thin I may be forced to go back inte-teaching asftaeant’,
. of trying to secure the free tuition that is one of the perquisstes thag
goes along with the teaching profession. = = . A
At any mte;}dthink' this helps to illustrate a part'of the prgtle;
* You:have heard many statistics ‘alre&&f"'[and‘- I won’t bgtials .
- elaborate mdre: fully on ‘them sincel’thef1 are .in dmr prepai¥ _4.
. .4 remarks, but I do.-hsave some figuresZon the revenue osses here.
L With-a $1,000, credjigsystem for, full-time -students, this would '*ﬁ
T waamoring Mure: O e her b, | ik 1 YA
- ‘admittedlyis a8 ering figure. the bther hand, I think if y}.&
A8look at*Buy total aig.u to’ educatjoh program,.it is: ifsphe:
_ :fbiﬂi,on"raﬂéé togay sdyke are not talking about sums.of mogafy
‘s"{’ +'we hayéin't.already: templated in other kinds of progya
1%, ‘addréss other kinds of problems: If you look at the $3,50
-+~ ‘systgm for-full-time. students, the revenue loss isj$1

LA
RN

s, ¢.vreason think both of them are in.order and-why'yolfy
. either of those figures as being absolutés is becaus&.fothe wotld

’1,1; R

Wobviously: prefér the:tax cre& and others the tax e ion.
% reason I tHink both &pproac ‘are"important is becatsy
L& tiix: Credit App'_ioachqryOu are obvipusly helping 'people in the lower
N taxﬁ'pyfg brackets most and to those in higher tax brackets obvi-
Y .ously the dedugtion a%roach is greferable. -~ . | :
.-y Forvexampl®, in’ the $15,800 to $2@D00 a- yeaprfidpme leval, the
43,300 deduction actyjally equals only $828. In tHEIAR000 to $50,000

- W88 Yearvincome Jevel"the dedfiction is equal to'gpg#% $1,107. The
L Average tax bracket is 25 percent and Yhus the taxtredit approach, .
¢'" g puefekable’ to the average tax aydd use ‘he gets a slightly

; . gxakar benefit-siniag if you went {he dedtigtion route:. y'the average

Kyticket, youx

K vings would be*$876, where if ’ take the
¥ o o e A

g
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" With that, Mr. Chairman, I will terminate my remarks and to the
- extent possible try and respond to questions you n;_aﬁ have.
Y

- [The prepared statement of Congressman Crane ows:]

~ PREPARRD SrateMeNT or HoON. PHILIP M. CRANE, A Rnfytmimanvn IN Conmmss'

" following statistics released April 17 in Parade Mug

% FroM THE STATE OF ILLINO,
Mr. Chairman, thank you for the opi)ortuni;y"'
important legislative proposal; for the. task force's feyvisi
professor as well as the father of eight, I feel 1 hakewd sgf
problems erigendered by the rmngecosts of l’uﬂl&:‘ I

-No more persussive a case can be made for

costs on a 6-percent annual inflation rate and incl x Y fo! A
and incidentals, the Oakland Financial Group forel

ear cost Bt a State

N v'c N
" university as $47,330 and $82,830 at a private school by 1990! Obviously, such costs

acco
% high

R}

‘
1

£

are prohibitory for the mqjoritéoof American families.

1 am one of the many here in who have introduced legislation designed to
place higher education within the financial reach of rosmve students, with bills
to create a $3,500 tax deduction or a $1,000 tax it. ile benefits would vary
rdig to the individual’s tax bracket, it is absolutely essential for the future of
er. educational institutions as well as American business and professions that
7s0me &n’t of tax incentive be legislated this session.

Over the 10 years, costs of tuition and fees have xhore than doubled. Overall

costs for edudation in the U.S. rose from lesd than $7 billion in 195960, a figure

which rej nts almost 3'percent of GNP. Although figures released Monday by the

College Scholarship Service estimate “only” a 4.3-percent rise in the cost of tuition

for the 1977-78 academic year, these estimates are based on somewhat misleading o

facts. First, enroliment-is down: the percentage of 18-24-year-old full-time students
from families in the $10,000-$15,000 per year income bracket has decreased from 43
percent to 36 percent. Additionally, Federal subsidies have increased: the total
amount available for scholarships is up about,11 percent this year, on top of an

additional 12 percent last year. Therefore, the number of students reaping ‘the "
rewards of higher education is down, while the cost to those attending is increasingly ¢

cushioned by Federal aid. Obviously, higher tuition is operating as a serious
disincentjve to proepective students, with 'ederal aid being viewed as a necessity
_rather than a welcome helping hand. e - ) .
Moreover, the College Scholarship Service estimates are premised on expectations
of no t rise in the consumer price index. Unquestionably,sin light of President
Carter's energy propoeal, consumer costs will balloon in the coming months, Univer-
sities’ operating will also rise prekipitously and will inevitably be
through in the form,of tuition rates. There is no doubt in my mind that future

- increases in the costs\of higher education will el%%al or supersede past hikes, which.

red 7.5 percent in 1976, 8.5 percent in 5, and 17.3 percent in 1974.
we do not legislate favorable tax tredtment for higher educafjon expenses, we
will be endorsing financial discrimination against eincome ica~Moreover,.
" we will be denying thousands of proepective students their right to taixmue ‘higher
edycatian goals. In an era when “affirmative action” gutdelines are taking their toll

onb -based uhiversity populations, when quality in education is declining as

universi cannot offer attractive salaries to professors yet employment require-
ments dictate college degrees, both students and educational institutions themselves
‘desperately need the financial mssistance these tax breaks offer. With increased
llment triggered by tting the cost of admission, universities’ revenues will
to cover the s costs of providing qualjty educational services.

« K& my colleague, Dick Schulze, pointed out in his Mch

our tax system recognizes the need to encourage capital investment by business to
keep .our economy strong. Our tax code must also reflect the realization that
educating our young people is an equally sound investment in the future of our

" country and our economy. Therefore, I urge the task force’s favorable consideration

-of legislation designed to help the American family pay the price for higher
education benefits. Thank you, * : - c

Mr. Smon. If I follow your ﬁ?ures correctly, you are talking *.

‘sbout a total cost of approximatelys $5.-"7_ billion on your program.

: R

h 3 Extension of Remarks, .

»
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, Mr. CRANE. I believe it is $5.4 billion, Mr. Chairman. It is $5.4~
,billion if all of the college population were to take thée credit -
.aggroach. The other figures assume all of them took .the tax
deduction approach, and I think what you would get is some
deduction. » . T

Mr. SiMON. You heard the Mikva proposal or at least*heard it .
described. What is your reaction to that? - :

Mr. CrANE. I am sympathetic with any kind of relief but I tend to
agree with Senator Schweiker that it adds complications to an
already complicatéd’tax law in this country and I think, beyond .
that, it does not provide the immediate kind of relief that is called.
for at the present time. - . . Y : :

Mr. SimoN. What about the proposal—here*again you speak with
a conflict of interest, an understandable conflict ‘of interest—what
about the proposal that would limit_severely the cost to-the Federal
Government that would apply, say, for example, to the Crane
family or any other family, only when you have two or more in
college. - . ' D J

Mr. CRaNE. Well, admittedly from a personal self-serving point gf

., view that would be'a most werthwhile idea because I think we wiH .

. have two in collvée for approximately 6 years at least, so I would
;mly;self be eligthl® It is certainly preferable to nothing, but, on the
other hand, I do incline to agree with both Senator Roth and some
of the other witnesses earlier this morning that it tends fo be

* discriminatory. My own preference would be to guarantee equality
of .application of this-principle-to all taxpayers because I think they

. are all suffering- inordinately today. -

Mr. MiNETA. [ have no questions other than to thank Mr. Crane »
for his presentation. : - .

Mr. SmoN, We are going to stand in recess for just a few minutes -
and we will back here in approximately 10 minutes.

Cess.. .
N. ’F&e hearing will resume. I would like to mention that
-the presiflent of Rutgers University was scheduled to appear in
behalf of \he colleges and universities. There has been a death in
the family d‘z:)oe h}i18 testimony will appear in the record as he will
ere. . ’
[The prepared, statement of Mr. Bloustein follows:)

. B S ‘
PREPARED STATEM oF EpwARD J. BLOUSTEIN, PRESIDENT, RUTGERS UNIVERSITY,
THE StatE UNIVE or_NEW JERSEY; ON BEHALF oF THE NATIONAL ASSOCIATION

oF StATe UNIVERS AND LAND-GRANT COLLEGES

I. INTRODUCTION

1 am Edward J. Bloustein, the president of Rutgers—the State University of New
Jersey, and 1 wish to express my thanks to the House Budget Committee for
" affording me this opportunity to appear before yougtoday. I represent the National
Association of State Universities and Land-Grant Colleges. Thé Association’s Com-
mittee on Financing Postsecondary Education, which I chair, has examined the tax
credit proposals, which you are considering, in the broader context of financing
higher education, and it is in that context tigat I wish to address the issue. Let me
make it clear, however, that the NASULGC fommittee on Financing Postsecondary
Education has not yet reached a definitive position regarding the tax credits. 1
cannot, therefore, offer the Association’s views either in support of or in opposition
R to the proposed higher education tax credit legislation.

e

-
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II. AMBIVALENCE iN THE HIGHER EDUCATION COMMUNITY = .

The failure of otumat_xnation to reach a definitive stance on the tax crédit issueis : -
a lack o

not the result of
the education community. K, is rather that we ar¢ ambivalent about the issue.
There are at least -two ns for our ambivalence. First, we view any new
O] | designed to relieve $he financial difficulties of our colleges and universities
in the context of the p nt’/ patchwork of support which we now receive. Although
we welcome any new sfurce of support, our enthusiasm is tempered by the knowl-
edge that the entire finAncing system needs®, thorough overhaul in order to ensure
the long-term vidbility of higher education. : e
+ The nd reason for our ambivalence is that thepossible benefits to higher

. educatiogf of the tax credityou are considering, while important, are really inciden-

tal to the main purpose of the legislation: tax relief for the middle clags. This aim
may be/ entirely justifiable as a social policy, but it should not be equated with a
_systemptic program to assist financially troubled colleges and universities.

!

©IN. THE PATCHWORK QUILT =~ T e

“For [years, it has been assumed without question that the States should act as
] of higher education, retaining the primary responsibility for the financial

th of public colleges and universities. Despite the fact that nearly 45 percént of
p{xblic support for higher education now comes from the Federal ernment, it is
taken as axiomatic that this funding should serve only a.limited number. of special
tasks, such as “‘encouragement of equal opportunity,” "“support of. tive tesearch

“capacity,” and other categorical rather t institutional support:pr

t is my g;sonnl judgment that the division of responsibility for -edu.qation
described is fundamentally mim‘?ken. We should recognize that tha Federal

_ Government has now become a jor/participant in the financing of higher educa-

‘ ‘lntellvectuaug', and culturally;/Bur research

tion. Its activities ate much more t simply supplemefis to tuition income, State
appropriations, and endowment funds for the syster of public colleges and unéversi-
ties. We must also recoghize that there are good and substantial reasons for large-.

dcalé Federgl involvement in financing higher educatjon, as well as a number of -

~historical Gprecedent,s, inclyding the ‘Northwest Ordinance of 1787, and the Morrill
Act of 1862. ® N - ' . : g
Further justification for the expanded role of the Federal Government in the

' financing of higher education can be seen in the nature of the university curriculum,

the nature of our student ies, and the research and extension programs of our
institutions. Intelectually angsculturally, our research programs of our institutions.

, anad, : ur r P A
beyond the States in which our institutions are located.’Studies of outer space, Outer

serve needs which go much’

f ipterest. Nor is it the result of ‘¢learcut divisions within .

’

Mongolia, ‘the structure of DNA anitiml system ‘of ancient Egypt find _

'_sugg)i’t in State funding, but are har3ly designed to serve State needs. Much of the .
‘public service of State-supported institutions also serves a wider constituency than °
, simply thoge who reside within a State's bordérs. And our student population is and
~ should be recruited nationally, to some extent internationally, especihlly in graduate

and professional schools. ) . .
The current structure of financing higher education is further complicated by the

~ sporadic and piecemeal character of Federal involvement in higher education and by

failure 'of Federal categorical aid to cover the true costs of research and training
programs. We all know that the increase in Federal expenditures for higher educa-
tion.has been phenomenal—from _$526 million in 194748 to $5.9 billion in 1972-73.
Unfortunately, this phenomenal” growth has taken place piecemeal and without
- sufficient attention to the need for a rational a'ng comprehensive scheme for

" Federal Government has never really made a decision about\its role in higher’

*. ,and contra

financing higher education. As James A. Perkins recently ptnme matter, the

education: “It has made bits and pieces of decisions about specific jnd limited issues”
(Perkins, “Coordinating Federal, State, and Institiitional Decisions,” in Education
and the States, Amefican Council on Educatipn, 1975, p. -189). The result is that

Federal higher education policies pursued by dozens of different agencies for dozens .

of different dpurposes not'only overlap and cantradict one‘another, they also overlap
ict State funding policies and agencies. ' - .

Another compelling reason for the Federal Govérnment to take a more involved
and respongible position regarding higher education funding is that Federal tax
revenugs re'greeent nearly two-thirds of the total governmental tax revenues, and on
the whole the Federal tax structure is more elastic and more equitable than State

tax systems. As the cost of higher education increases and as its tie to the.Statgs- - * .
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whether through classroom.instruction, research and scholarship, manpower rain-
ing or extension service—becomes increasingly tenuous, the need to turn the
larger, more equitable and more flexible Federal sources of support becomesimore '
obvious and more justifiable. National institutions, which face national problems,
which undertake research and scholarship of national scope, and which train &
national manpower .pool, rightly should look to national sources of fundinf._. .
‘1 want also to note that many higher education institutions, both public and
private, are still financialy insecure, Budgetary J)roblems are causing some institu-
tions to cut back their educational offerings and to use endowments for operating
capital, and the costs as8ociated with implementing federally mandated programs is
g -adding to this already weighty financial burden of ﬁi her education institutions. The -
recently signed handicap| regulatons, for example, will necessitate our digging
deeper into instructional budgets.to comply with mandated chariges in facilities and . *
El?'lﬂm&'; ot e : .
! - Iv. TAX CREDITS - | c-

. .1 hope this examination of the broader aspects of higher education financing has-.

. provided a-context.in which to consider the tax credit proposal. Let me state again -
o that if collega,and university officers are ambivalent, it is because this proposal does .-
not begin to redress the sort of problems I have outlined. What#ver social benefit’

“‘there may be as a consequence of the tax credits, the system of funding higher
“education will become no less of a patchyork, and the bdsic financjal insecurity and
_ instability of institutions of higher education will hardly be touched. A tax. credit
' will assist higher education indirectly, at best. . *
e fmajor argument-ghi{pupport of an educational tax credit is that it will provide
. a new'source of furiding for studenta from middle-income families:.Although the '
_ plight of the middle-income student has not been thoroughly documented. there is
. gufficient data availdble to justify substantial concern. For example, Prof. Larry
' - Leslie of the University of Arizona has found that there has been a decline of 8.8
. ﬁr,cent’ ing4the rate of enrollment among students from middle-income families
tween 1989 and 1974. In addition, an American Council on Education study shows
that students from middle-income familfes paf;la higher percentage of the net cost of
.~ their education than students from low- and high-income families. After consideri
. income from financial aid programs and from tEarent,al contributions, ‘ACE foun
: gmt middle-income students pay 41 percent of their college costs while low-income
" students pay 32 percent.afid higher jpcome students.pay 29 percent.-
 Let me assess the effects of tax credits on colleges and universities. First, the
ﬁrogram may increase the size of the pool of qualified applicants. This will depend,
owever, on whether the program acts as an incentive for young men and women
who otherwise would not go to college. We have no reliable dgta.on this important
.point, and T.cannot make a judgment. . i Coe S
« It has been argued that tuition would increase.to captu e additional dollars
arising from tax credits. I disagree. At Rutgers University, and’at all institutions of
public higher education, we are committed to a policy of low tuition. We believe. that °
‘the best means of providing access is to maintain affordable tuition levels. Our
* governing boards‘and State legislatures would not opt for tuition increases simply :-
N use they belieye studenta now have an increased ability to pay; tuitions are
T _raised only when tHere is a absolute need for increased funds, an- such decisions are "*
= made with the test reluc@ne. o - T
g On the other hand, if the ‘€dhgress is viewing the higher education tax credit «
.proposal as a socigl policy ajternative to the expansion of the existing student aid
programs, I would offer my personal approval for the following reasons: . - .
1. The tax credit program -ddes not require a large bureaucratic structure for its "
adininistration as does the existing student aid program.’ o )
2. . tax -credit pr%gram can be easily targeted to specific income groups just as
the current student ai m is; however, a tax credit program does not.require
middle-income students and their parents to documeént poverty, which they would
generally find offensive and humiliating. : ‘ ..
3. Tax credity are not subject to the vagaries of app&;iftibns comtnittees; a
’ relatively simple amendment .to the Internal Revenue Id establish the
. program’ without the need of annual deliberations. With the -other student aid
rograms, there seems to be an annual struggle between the administration and the
’ gortgress,‘ﬁvith the students, their parents, and the institutions caught in the middle.
"It is on this basis that I can offer my personal support for tax credits. I believe this
programdor relieving the burden, on  middle-income families represents good social
policy. But I want to .add once again that as a university president and as a

. * N ” . . . .
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. ioﬂ-‘uentative-of the National Association of _State Universities and Land-Grant‘y.
Colleges, 1 would be far more comfortable and speak with greater conviction if the
W really pmmised( some substantial benefit to sorely pressed instiputiom of

er education. . / .
e o .
= V. CONCLUSION : ' T
" In summary, I want to restate my case for a new appraisal of Federal policy
“ toward financing higher education. Adding another such as higher educa-

- tion tax credits. to the package of Federal assistance jrograms may help middle-
-income students and tb. some degree may help institfitions but it 15 just another .
F&ch ina crazngudt. ‘The time has come for a new ment of the roles of the

ederal and State goveinments in higher education and for a reasoned and comprg<"
heg:icvle Federal poligy. toward ‘ﬁnancing higher education. -

4 ’ * ADDENDUM R

The statément referred to in my prepared statement might be misconstrued as Co
ing that tax credits could be substituted for existing student aid programs to. . '
. évergne’l advantage. That is not what thé statement intends. Rather, t.ge compari-
. son bdtween tax credits and existing student aid programs is a comparison of what
the case would be if but similar kinds of student aid programs were established.
Clearly, funding, foff example, the existing SEOG program by another few hundred
million dollars would in no way increase the bureaucratic structure or demand
. additional poverty oaths. And, in fact, the major portion of such funds would likel
. find their way to students fronr the e-class families that tax credits would aid.
However, were the Federal Governmeit¥ to pro establishing a program along the
lines of the BEOG, only focused on aiding middle-class families; the experience with
..the BEOG program these past several years suggests that it would be more prudent,
“ more certain, and. more efficient to use’a tax credit approach.

. Mr. SiMoN. The record will be oper an’ additional 2 weeks -
following our hearings today for any who wish to submit statements

- for inclusion in the record. ‘ ‘ T
.Mr. Rosen, . ,

STATEMENT OF DAVID ROSEN, LEGISLATIVE DIRECTOR,
¢ NATIONAL STUDENT LOBBY . \

« Mr. Rosen. My name is David Rosen, legislative director of the
‘/l*?tional Student Lobby. I@p;)recia'tp the opportunity fo testify. :
- .1 am struck with th ‘of continuity here. I remember talkm% o

_briefly, during the cgure. of a conference committee.on the 1976
education amendm about increased eligibility of raising they
ceiling on the $1.8 ic'grant program and I think much of the
same issues will be hddressed in these hearings. I am pleased totalk -

» to you. 4 : . B T o

: fd have prepared a sftement which we have submitted for the’

record. ' . ) . . A

The Nati8nal Student Lobby opposes any form of tax credit or tax .
deduction. I would like’ to state six reasons why we oppose such ‘
proposals. The first relates to the notion that tax credits will afford '

' p.;?/ kind of adequate relief for students or their families in their
efforts to attend college. We propose that such inifiatives as have
been, suggested, with the possible exception of . Representative
Crane’s,.do 1ot in any way provide adgquate relief, particularly -

‘M,..when;%t;l)x.lon.iatMtheAav.enage,,.collegé costs, tuition alone at this

" “point. We have an average cost estimateq by the College Board at

* . about $3,300. That is brokern down in our ‘testimony for dependent *
students ranging in 1976-75 from. $2,900'u§ io 19?7; ) ,7'\ § of $3,300.
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For independent, self-supporting students, the gosts ‘are mach high-
er. There js an indication here of rising cost§’ of-tuitior. = -
Also, we are looking at increased costs of tuitiong over a 6-or 7+
. f;gzr period, ‘Again the data is entered in the.record and there hag *
"been a litany of testimony here today which I.won’t repeat. v -
We are basically arguing that a’ credit of '$100,--§ﬂ)0,%'$250 is
simplytinadequate to meet an average college cost of :$3,300. It is
even less adequate for the likely higher college costs for those

«. _ Students from higher inconie families who correlate roughly with
" higher cost institutions somewhere'in the area of $5‘,000 collegey,

,.  costs. ' . : : . ]
- We are simply saying such tax credits is not adequate. For the
costs” engendered bgeghe program,.it makes bad policy. Another .
thing we are distur about in tax credit proposals is that this is =
_.aid which goes to the family and not o the student. The National .
‘Student Lobby has-been on record for the last 3 years pro 5ing
increased. assets without financial barriers for all income’ classes.
I don’t think we take any exception. to -the arguments we "have
heard today about the importance of higher educatign in -this
- country and access to that system. However, we are advocating
programs which directly aid stadents and there is really nothing in
the tax pro which we see as a guarantee of acgess toward the
costs of college: In some way these tax credit initiatives might be
-tax credit initiatives for buying lawnmowers. There is no-guarantee

. the credit going to the family*would be uselif_m—nrzher. education
The third poirit we would like to make herd—let me add another

point on the question of aid going to stydents or families. I think we
are Beeing also an increasing trend in ihdependent, self-supporting
students. As I understand all the proposals before Congress. regard- -
ing tax credits or.deductions, they are redlly aids to families. The .
basic grant program applicants have increased in the--self-suprorb-‘
ing independent category from academic year 1978-74, when only 93
percent of those were independerit students up to the current year
" now of more than 35 percent, and in the division of basic grants we
estimate there will be at least another 5-percent jump in that in the
- coming academic year. o L o { .
. This seems to reflect_a trendof increasing independence of-
» 'students gping 'to school which probahl¥. i atehiPs with the increas- .

" ing average age of the students. Fbr&mﬁ%&“‘m the 2-year commu-

- niky colleges, the average age is w i abbut 28, which does
something to the myth we have abojtithéstéréotype nature of the -
age of students.gojng toschool and Whether¥hey are dependent or
.independent. .- '~ oo TR S
+ The third point we would like to make is that the tax structure’is _
.ah inappropriate vehicle for proposing aid to higher education. ‘-
Basically %e are disturbed at the disfribution of such’ tax*crédit ..

posafz's. Both Senators Roth and Schweiker indi¢ated the kind of

income distribution which their proposals would result in. The CBO - -

s+ has done an estimate for the Roth proposal in the 94th Congress -
which showed that in the first year, 56 percent of that credit would
%o to families with incomes over $20,000 and orly’9 percent to
amilies with incomes under.$9,000, and at the. cdnclusion of the
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credlt at that time, which was a maximum of $250, that would
.- increase t& 78 percent of the money gojng to families with incomes.
over },000 and less than 6 percent going to students from families -
: come& of less than $9,000.
-+ Frankly, déspite all the rhetoric I' have heard today about the
%:ed for: educatlon and the importance of education in our society, I
“Bave not heard a valid ratiomale for uding the tax structure as a
vehicle to finance student financial assistance. ¥
The fourth: point we want to. make in our .opposition.to tax
* ‘proposals -is that we feel _.and fear that they would undermine
| existing’ student ai e‘frogramxs We have a basic grant program
whlch, as . mentlon “recentl ou certainly served on that sub-
' er e{m ceilings. by increasing the
imum award to $1,800. Senator hweiker is in error when he
38YR s%ﬁ ¢ant new population would be made eligible by that
PR hly half a million new students would be made
a eh&:ble by the mcreased $1,800 maximum' grant ranging from
* i a;mly Angomie. background of, $13,000 to $17, 000 roughly..
. In; light, I would’ Tike to add as a supplement to our state-
“Chairnidn, two. docuents which indicate the dlstnbu-
txon*iay*mcqppe ‘bracket, of te'34,800 and the $1,400 basic
ams, ds:well as'the i Jincogne, ‘charackeristic of first time e
iadents for the ‘basic ‘grant iﬁrograms der the new increase.
- SmoN’ “They .w. be',entered, in tBe record

Projede.d dcslrz&ulwﬁ'py.fmmﬁ_/ mco’pze ﬁrst tmpe eba}ble sludents in the basic grant
pro#-am.;under «5‘1,,800 rfl'azxmnm. award -
“ o n e -’:_ NP Numblerf%!l ﬂrtatdt:mte .
- RIS ;ﬁi : _,\-eto ¢ students

'rotal_____; _____________________ e mieeeeieeeoiiio.ooo 345,000

Source: Office of Budget, Planning, und E\hluatlon, U.S. Office of Education.
‘Baged on gross famxh income, nonad)ustcd
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- Mr. RoseN. The supplemental grant program, with awards avers, '
roughly somew%at over $500, goes to an even higher income -
bracket. That is also shared with lower income students attendmg
higher pnced schools. The guaranteed student loan program, as
amended, raises the eligibility ceiling for family income subsidies to
a family with an- adjusted gross income of $25,000 which really-
lates to a gross income of somewhere around> $30 000. Now, the
intention there of Congress was clearly to provide eligibility for the
¥uaranteed student loan program for as many as 90 percent of the
amilies in this country. W
The fifth point we would like: to make in opposition is - really
pointing out, as I arp sure you are already aware, that. there are
current expendltures on higher education costs that total more than

13

- $1 billion. I would really question the efficacy of increasing that loss

of revenue at this point without any kind of analysis as to what

“kind of benefitq the currenw expendltures are giving students_

and their f;
Let me ju ’“réwew those. There are three areas where revenue -

. losses are oi}cunnng The first is in the scholarships and fellowships,
. which we estimate currently to total $235 mfillion.c——

The second area is in the family personal exemption for de
dents over the age of 19 who are enrolled in school. -The - 50
deduction; revenue losses there are estimated to be $735 million:

.The third area which I was not able to get an estimate of cost and
loss in revenues on, and we _may want to, get at that figure,is the
business and professional educatlon deductlons The educationals

.costs incurred in upgrading a person's skills or a worker’s skills. We .

don’t have a figure on how much that costs. **
. The gixth point we would like to make here really I think relates

. to the concern that séems to be underlying all tax credit propopsals

“and that is upper- -middle-inecome families are not being helped by

‘current’ and existing student aid programse: We would like to *pro-

pose that indeed the guaranteed student loan program is designed
to hﬁlp the: vast majority of mlddle and upper mcome students and
famili Ny

Unfortunately, today I have heard the term ijddle income

. thrown around quite a bit'and it ranges from .$15,000.u¥to $50, 000

. I am confused as to what is really :meéant by that térm. Again, I

would point -out that the 1976 education am'endmentg authonzed

‘income eligibility of $25,000 adjusted gross gomg up to -a ut $30 600

for the guaranteed student loan program:<

T would like_to point out what that- reall!* means forva student
The average loan in the academic year 1975-76-was $1,300. Now, the
costs incurred to the Federal -Government by admmlstratlve -
allowances, losses due to deaths, disability and default, averag
about. 25 to 40 cents"on, tRe dollar loan, depending on wh »
estimates you believe. Thls eans that for that average loan of
about 31,300 you are looking at an average subsidy of about $300 to
- $400 per loan which is clearly pretty to the kind of subsidy the

'_ lath proposal, would propose in te of tax credit.

en y, ulqok at an average loan of $1,3 a.ngialoanashighas' .
ed by the program, I think we are.talking about a
ificant .form of ail than prcmde{ by th Varymg tax

e N\ , J
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‘> "Anather point which we should raise in relation to the guaran- .
“ teed student loan program is that loan money is made available -
o immediatebgeand_fpot returned to the families as a kind of a refund
r the expenses have already been incurred. So realli, s
. that program is desiigned to meet that immediate cash crunch which™
. seems to be the rea) problem for so-called middle-income familiés to
send their childregito school. . e > .
" Another pointsthat one of your colleagues, Mr. Mineta, raised;
. which I appreciated in relation tqshls question regarding the batmgy~
grant program’s eligibility up to $18,000,.and :whether or not that® *
. would represent- a double subsidy unde? tax credits, as well. If; 5 W
would. We are really looking at a package of student aid programs, o .
grants, loans, work study which would serve virtually 90 percent of
the families in thi8 country. Is this a double-8ubsidy in terms of .
applying a tax credit in addition to, for ¢xample, ‘eligibility for
student loans? . : ) R
- The other point I should make in relation to the problems and -
defaults in the administration of guaranteed studeft loan programs. «
is related again to your work on the subcommittee on the 1976 °
education amendments and trying to take a hard look at the GSL
rogram and get at the root cases-of highi¢efault rates and prob- *'
ems in administration. . : B /S o
In that act the Congress put its faith in fryingqp provide clear
- and substantial incentives to develop a systesh-of State guaranty
loan agencies. ‘ o :
In Mr. Minetsa’s State of California, it is true that there are only

’

“two large banks, Wells Fargo and the Bank of America, which are

- still making guaranteed student loans.: . : ’
However, it is also true that the State legislattire there is curre,ﬂt-
ly in negotiation on creating a guarantee agency in the State.*So ’ .
clearly there is movement in that Stateiy A

’ [

Your own State of Illinois has,a very respecgable ?tudentdoan L
program. The default rate there 1s under 4 percent, ] believe. B
Let me summarizeg'gx ong sense here. It really does disturis me to .
hear the rhetoric of the importance. of higher education and access

for students to higher education 1» eri.gg and Row that strength-
~ ens our society, our economy, an® our ability to compete on an
international ‘basis; #0 have that rhetoricaattacﬁed a progosal
‘which would give $250 to families, not students attending institu-
tions, at an average’cost of $3,3008 "~ = b :
+ 1 don’t up‘gerstand how, that’ equates with equal aceess. I don’t
understand where that ri®toric is when we are fighting for appro-
priations for full fugding basic gducation opportunity grants or »fo'r)
- the college work-study program' which 'is way gnderfunded. :
" We would like to see the money which would be lost in revenues
gut into reauthorizatior of student aid programs and existing stu- .

ent aid programs to try to theet the needs which are currently
jo-called milldle-incyme ox upper-middle-income families
" tNose programs bettér serve students and 'their families.
Fll:gstimon ill resume onsp. 88.] '

e prepired statement of Mr. Rosen follows:]
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Sfamilies to private, de facto segrogationist < haols i ‘this country, .1lthnug,

sellueational expenses of an indivkInal are paid by more than one tagpeers’

‘that if there are two taxpayer? inLone famils, the taxpayer with the larger tax

- reduced according to the amourdt received g the indivig

N . P e
N PREPARED STATEMENT oF Dawvip Rosky

“The National Studgnt Lobby uppmcs t.l\L(’rl‘dxh f7r 1)n~t~vcnudnr\ «edueation
CostS’bCC'\usc. :

L 1 Tax credits afford ng real relief to students dr their fq}mho\
* "2, Tax credits do,not dmctl\ aud students:

3 Thdf tax structure is an in: xppxngrl ate yeliele W provide cconomie,
reht‘f to students and. their families forhigh ebllege codts; s

4. Tax cteditz for poxtiecondary cducation costs, dudermine the .1rr.\) 0f
student financial aid prug,rmn ereated ln Congre sy grants, \mrl\mtud\ and

loans;
5. Currently motc thap a $1 billion ix lo~t‘hroug.,h,}n\ v\p(n(htur(‘sigr
postsecondary subsidicx; and v .

6. The Guaranteed Student Loan Program is more .lpprm)n‘\t(' md-effcc- s
tive as a ;m'mcml uid str.ntog\' for studets from middle income families.

oy
HACKGROUND AND HISTORY '

mcasures for’] r education expenszes, Betwgen 1964 and 1971 Senator Abraham, -
Ribicoff 1D-Cynn) had introdueed tive fhx bills, cach of which successfully passed”
the Senate, but died on the floor u& the Huuw In 1975, Senator L ‘,»(l Bunh(n
D-Tex) introduced a measure that”would allow a credit amounting (G20 pgeent
of the ummint deposited in an educational <avings plan, In 1976 % viehbbiat
AR-NY) introduced o bill which would allow the deduetion of the ar
for tuition for elénentary, -ieondary. <ix well "oz postsecondary
awlong s tH < amouni does uut gxeced $1,000. The lﬁu kley bill has bheefs
of hurtimg the publie sehools andiding ‘white flight,” -or the movement -

By 19'65 t_hpic had l:ccn filed in Congress nearly 500 ‘educational tax relief

tax credit under the Boekley, hlll would not- be available for attending 8
with ragial discrimination golieics b od
Scnator Roth (R=Del hax bedii an ontspoken advocate of tax eredits for eg
costs, and hax repes®div intraddeed a hill which would provide a tax cregdi
familics ~uppnrtmg ¢hildren Lhrnngh colle u( of 100, rising by $50 mcrvmu
a maximum of $250.- e

The Roth amehémdént .1llm\~‘4m uldnl(llml a4 nonrefundable t tax redit
the tuition costs paid for the edpeation of one ormore Juembers of Tx'herf
The credit is proratéd when therg i more than one taxpayer in a fq.xml\ 41§

credit allowable to cach taxpaver will'be proportional to their vearty tl\ivfnll

hill will receive a greater proportion of this edneational tax ered =% too, if ther
i niore than one &mdvhm the fAnily' attending a pmtw.; li.ll‘" 1n~t1tutum‘ 3
ach student, which in turh iy dnﬁ &d.- 'lm()ng cach: AnXz;

payer.
The Roth 'lmondmcnl, ax adopted by the Sengge las t V L in 1t\ cmmdor'\tmn‘
()f the 1976 Tax Reform Bill'defines the term Ve .muu el ek p('ln~o~ s ymeaning
“tuition and fvt~ r(‘qnm‘d for enrollment (xr‘lllvndm(g L (\ll[.,lhl(‘ edilcas -

tional institution.” " Fdueational expenses, fees, book<, i ~u| ll(h nrttlw costs” . -
provided for by thl\ eredit, with a stipulation 111(‘lu(10(ftn arhidey any 11V g or
family expensex, “Eligible. uducmun W institutions” are. de gBful < Jn J(‘(‘l‘(‘dlt(‘d a{
collége, universjty, or vocational school, R (S :

The amount of educational expense= cligible for the (‘rc' i

scholarships, grants, or GI bhill benefits; The
amount of the tax impo<ed’ ¢ the mdl\uju' -
.Studcnh tn gain ¢ llglhlht\ for thv Cr(‘(llt )

redit C‘,lllbuf\'l')("gr(‘.lt@

o

hate at (‘pdv hwfl' or por

‘ on ("',rﬂdu n’<~'~tsd 't
culyay

e urenot c'hp\lhlu fnr ‘
byciation:t yenses inenrred h\ .
0] XD

or stud(‘nts (»nrnlltd in nnn(‘r(dlt «)r n

the Roth tax. credit. No credit is .1ll(>wﬂ Y

the spouse of the taxpayer unless: 1 f k¥ ver claim? i xpouse. as a Lax

exemnption; and €2) the taxpayer fijles o jongpeturn with, his spouse, Busines< or

profession related eduentional (-\qu nsex carp gnly be dedvicted” when not applied

to a tax credit. NE » o L
. COSFS OF THE, ROTH TAX CRI—D[T PROPOS AL .s‘é’n

The (‘0ngro<<1onll BRdget Office huas ostimated the co of th(‘ Roth (.m( pro-

sal. The results of tha®estimate are below: CBO notes-thit dhee the mgximum - -
cdit fevels eosts, tax eypenditures \\ould closely follow (nmllmmt ﬂuctfgmun\

L] Lt “_
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TABLE 13.—ESTIMATED TAX Exgi DITURES YNDER J’Ul‘TléN TAY CREDIT PROPOSAL,! FISCAL YEARS 1978-83 - - - w5
R R PR - AL R . [y : B I

muqm g W S8 s e ase0- sy g} Clagz W98 .

’ xlmum tuiti@n Cl'ﬂft.'i . £ _____‘_._ © . $100 $150 ' ‘m':' . 3250‘ \5250"‘ E S
: qumdltun(mill?nm, ot s Tms, om0 )3 13I8
e AL 2 . . T U .
. w4 Assuming an effective date of !'iq.'_l', 1978. - e B & )
.+ Source: CBO estimjted, |« : I - . PR

) Cooro Ve . ) ) Y SR .

*The Roth tax credit proposal would ultitgaﬁely cost' almost $1.5 %on. :’

P Y . . P .3 FHE B . : .

H kY . v ¥

N o CONGRESSIONAL oppds:_'fx_gﬂ - ,2 gea

. Senator .Edmund - Muskie (D-Me.), chairman ‘f the ‘Senate Budgét Com- . .%1

mittee; in his stand agajnst the Roth tax credit amendmbnt outlines se;* poifits . ¢

. ;.questjoning the’ wfmg'?ty of the Roth amendment.! ST AR e

" Sendtor ‘Muskie’s irguments highlight the problem -with the tax gredit in ¢he . &

* financing of -a higher educgtion. Either the costs.are top large (withZhe resiitant. e

- ‘mecusation 'of ‘‘budget buSting’’), or the credit itself is-so” small as tg.pfovide no

- yeal pelief, Therefore:. S oL . ) S el .
r . (a)- The middle income family, who needs this' aid the most, mnst.cgmpgy: &

¥, with income groups who need this aid the least, and IV e N
. .(by Restrictions placed on this amendment.to. filter outbiﬁcoxgx'é groups '

. . that rightly should he labelled ineligible is left. wanting: P LI Y

b Céngresifonal Record, Aug. 5,1976. $13567. IR T ',‘(," s ;), ‘

o 1) Thﬁ erfdit, it is dssumed,. will result in.increased tuition co:%e. Vith ange e

intrease in: tuition,- any possibility of economic relief will bg-oounterbalanced by®
. y possibility o il byooo! Anges DY % s

' gost jrifreases. .. T e L e
. e (2).Mhany stydents eligible for. the: tﬁ: credit. attend land grant &OINRSes*whic .
* have veéry low tujtions.due to their drect subsidization status. Those persol %

;,would"'re‘ceive full: benefits from the.credit, even with heavily subsidized, tuiipgy .
costa.s < N L . S St e
7.4 (3)" Muskie. contesids, that since the credit is but a small' part of the totl full

- gimerprivake college @st, or public university cost for that matter, it will provide ¥ . 4 .
. dittlerelief for middle income families. e . t "*' .o 3
;- (4). With the. credit?bein%-so broadly based, it will provide relief {0 éconofnic
@ clasges who-need it least. The very wealthy, as well as low income, groups. will w3
7 recelve.thesc benefits cven though the Istter receive grants and. scholushﬁ)s@;-, ,@

the foymer possess; thg resources-to. fund their children’s education. A .
T(5Y With the Jow level of bericfits afforded by the Roth amendment, therd %vill ¥ .
" Befuture préssure.to raige the revenue loss necessitated by the tax eredit. = .. -
: (6“) The effect of or the nied for a tuition tax ‘credit has not been closely fna-
tyzed, The Finiapte- Committee or any other body did not heéar testimqn% ndg "
¢ .engage in researching. the tax. credit as the proper mode .in relieving the Bo
.of finaneing an education. . - ¢ e AR N
-1, (7) To avoid an impact on the ﬁs‘ctfi'onr'-lf)_ﬁ hudget, this credit is to g8 Into .~
© Feflebt-July 1, 1977, a year hence. This credit 'could ‘be fully implemented befores -~ 't
that time to begin the dispersal of funds sooner to those that could genliitfely ?

" _benefit. R i g
T WHY NEL OPFOSES TAX CREDITS FOR FOSTSECONDARY EDUCATION T .,

© '1..Taz credits offérd no real relief Lo students or their fa“@l'lies N *
" S g L te /)\ h R g .

.. . Tax_credit proposals are ill-conceived and inadequ:gh attempts to provide f'
- ‘rellef fro burgeoning ' postsecondary. educatfon cxpenses for middle incame :
families. THC inflatipn rate'last year was 9.1 percent; the College Board estimates -

that- collegg tuttion -alone. will” rise 4 percent in Academic Yecar 977-78, while <
earlier ‘estifates put the increase at more than 7 percent. Incpéases in college | .,

"tnltionjovgér hé 1ast. 7 years have been staggering: - /- o T M

s

"

'_.‘.,-_”In.creaaea' an 'cbll'eg"e‘ tuitions by type of school—source: College board academi‘?"yé&fé .

3
T -

S . \970-71 to 1976-77 ¥

" Public 2-year . oo e e '

. Private 2-year_ .o oo SR SRR =
. Public 4-years . ... -- S PRI DAY .2 .
B Tt tul L b bt behduiutantn e 832
: Increases in tuition as measured by th Coliege Board are comparable to in-" .~ .
creases in the Consumer Price Index, as reparted by the Economic Repost of the . - %

i ’ 54960-11-0 o . 89 CT Y '



;ﬁéls&&eﬁ%%ﬁnu“y, 1076, Tl}ll)s eport showed an increase in the CPI-from 118.7 "~

Y 70:t0,161.2 in 1975, Wj percent increases for 1976 and projected 6 percent
i 1977 ghe CPI will rise
¢ the figu r'1970.: . e IR Y
7 »Average ‘college costs, aggregaled gor all types of institutions- and’ weighted
b:y'enrp ments ifi those types of 1 utions show the following: -~ .~ - .
_ "’3@75-’762.« S T IO
s 8. ¥Depindent Student. © % s Lo _Ll_so__ o Lol Dol llaoooodil
&,}“ .. Single, self-supporting ...l .ol L._. e immaiaal

¢ 183in 1977, nearly a. 65 percent.increase over

3

Dependent student . AN -
T Pingle, Self-sup&)orting ________ e mm e e
.souycg: College Board. , I /E\/ R T :
. Withya projectéd average college cost (in tuition alone) of -néarly -$3,300, 4it'i~s'
i,clgnri at a-tax credit of $100 or $200 is not going to make the difference in any
f8mily/s ability to send:their children to college. This is particularly true for
-Bigh@t income families, who wbu‘ldvf)‘?‘eligible for the‘f'u!l'ereait’(bec_nuSe their -
‘Mbsidy- through other, -established student aid programswould, be minimal).
=% Quch, upper income' groups can afford to send their children to virtu y any
M. _eqhoo'l of théir chqice, and not haye that decision affected by a $100 or $200 tax

credit. I - o .
; :‘,‘2, -Taz credits do direetly aid sﬁt‘denta_ S

. + It is NSL’s pnsition that student finantip! aid should go directly to students,

3 ! 'without an intermediary delegating authoritiy on how this aid-should be spent.

Tax credit proposals would place a token amount of money in the hands of parents,

*'and not students, unlike the considerable precedent established by Congres in
tu

ent

the Basic Grant program, the campus-based aid programs, the ¥
Incentive Grant Program and the, Guaranteed- Student .Loan Progr v
With the percentage of students.deglaring themselves independer§sincreasing

at a steady .rate (for basic grant applicants, the percentages of students declaring

independent status has risen sharpll:;r over the years: 1973-74, 13 percent; 1974-75,

N 20 percent; 1975-76, 30 percent; 1976-77, 35.7.percent), tax-credit proposals for

families are shown te be increasingly inappropriate. - N .
8. The tazx structure is an inappropriale vehicle to. provide economic relief to students
and their families for bigh college costs - :

¢ * Authorizing student financial assistance through'the tax structure is inappro- .

- priate and .inequitable: Tax credit proposals seem to be based on political con-"
siderations; rather than on-a'concern for equitable and effective use of student
financial, assistance money. Most ;tax credit proposals provide that only those
families ineligible for’ sther student financial assistance would be eligible .for a-
full tax credit. Such provisions overwhelmingly shift expenditures into" upper

, income groups. : .
The Congressional Budget Office reported that und¥r the' proposed Roth tax
credit, when first implemented, 56 percent.of expenditures. would go to families
with incomes over $20,000. Only 11 percent would go to families with incomes.
below $9,000. After the Roth tax credit would take full'effect (at $250), this
gap. widens even further., 78 percent of expenditures would go to families with in-
comes over $20,000 with a mere 6 percgpt to families with incomes of.less than _‘
-$9,000. Below is the distribution of e%\enditures By family income group ac-’
cording to the Roth tax credit proposal, assumirfg an effective date of.fiseal year .

1978. :
v PROJECTED DlSTRlBUflON',OF TAX EXPENDITURES UNDER TUITION TAX CREDIT PROPOSAL BY INCOME, FISCAL
o YEARS 1979-83 L
. . [Dollar amounts in miltions} LV ’
e LT ‘ 1979 1980, Nam o, 1983
Ea) I A - - - — § - :
) ‘”: ", " Adjusted gross income Amount Percent. Amount Percent Amount Percent Amount Percent’ Amount Percent
' $60 11 .37 8 &3 7 48 6 $67 5
90 17 06 14 26 12 110 8 9% I A
90 17, 143 16 150 14 169 13 123 - 9
303 56 500 62 731 68 970 73 1,033 78

Alfincomes...._.... 543° - 100 805 100 1,082 100 1,326 100 1,318 100
Sourcs: CBO estimate, :
’ b e
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. ; . .
: 4. Taa: credits for poslsecondar)educatwn costs umlermme the array ofstudenl 2R
financial aid programs crealed by Congress e
- Tax credits are not'an ¢ffective means of msurmg aceess to pOstR(‘COnder 5\
education for any sector of the 1‘{):)ul.mon More importantly, the high cost- W

tax credits (£1.5-4 killion) will undermine existing und nore (-ﬂ'cctn'o studenl® u‘ f\
- financial aid programs. ¢ \nb

<« The Education Amendinents of 197¢ authorize an as¢ in.the nn\lmum
sllowable award from $1,400- to $1,800. {This provision will result in hnﬁgmg& i‘\
nearly 500,000 new students into the program from family ineome backgrounds’
.TANging between $13,000 and $17,000." Additionally, the Supplemental Grant pro-
gram provides average awards of $500 tor students frmp middle and uppcr nuddlc
income groups<. The new eeciling on cligibility for interest subsidies of the Guarag- - :
-teed Student Loan program (sce 6 l)(-lm\) Jprovides ud to families with incomeda 7
'hxgh as $£30,000..

5. Currenllj more than & bzllwn 18 Ioal through lax expenditures for postsecondar_; & s
subsidies

Both the Coggressional Budget Offi
. and . Resources cport that nearly’ $

and the Couneil on !\ ational Priorities
billion ix currcntl) lpbt through two tax

expenditures: .
: (1) £235 million in lost reverlue from the ¢xemption of schol'u\hlps and’ - g
fellowships from t.w.ltmn, and b

(2) #735 dillion in lost revenue fdom the pagental personal exemption for
students aged 19 and over (8750 personal exemption for cach student).
Giiven the other arguments against tax eredits and deduetions for postsecowdary
. education costs; it xcems nore approprinte for Congresxs to reconsider the wisdom
of these two deduction provisions in the current tax law, rather than eonsider
additionsl tax credit burdens targeted on postsecondary- (duc'mnn COsLs. . «

. 6. The Guaranteed Student Loan Proffram is more appropriate and effective as a
ﬁnantzal aid strategy f§r students from middle and upper-middle income families .

_ The 1976 Edueatio Amcndmvnts raised the funul\ income eligibility Lexlmg

for interest subsidies (adjusted gross income) to $2 3,000, that i~ over $30,000
""gros« income for a family of four. The intent of (,ungrmnnv 1uth0rmngth1< mcﬁ.‘uw -
in the ecligibiligh eciling was to nelude as much as 90 percenl of the families 11 the

nalion, pq larly the middle and upper-middle income fajnilies. The ad;ust—
ment was also intended to bring the program more in line yith inflation: \M§ in- .
creases in the cost of living and in ricingfeollege eosts.
A Guaranteed Student.Loan costs the federal goversffient in (1) interest sub- .
. sidies while a student is in school, (2) losser due td default, death and disability,
and (3) administration, at & rite of 25-40 cents per dollar loaned (based on xeveral
estimates). Thus, 2°$1,.300 loan (the average in Academie Year 1975-76) was in

" effect a subsidy of about £300-5400 to student.

The subxidy prupos('a under most tas—€edit bills has been hetween $100 and 3
$375. If lmth the tax’eredit and GRL wefe :Mopted, there would be @ doubleswmb-

sidy. Guaranteed Student Loan is more cofficient and effective, beeause it
allowd® person to get up to $2,300 in a loan, rather than simply leO—Qil 5 which
would &,u toward the cash crunch of the current year.
P
. STUDENTS AND TAXES—CONCLUSION

NSL realizes the need.to provide relief to middle income studcnb 0. tlf'ﬂ:' no .
person be denied necess to an edueation for finaneial reasons. Cmght in 2 double
bind of belonging to families who are both ineligible for may grant and seholgrship
programs, and often eannot afford to fund o stsecondary education without
some type of aid, the middle income-student f.lC(‘w thf?{ﬂnp, eosts of cQue.mon
with little effective assistance available.)

However, NSL ispopposed to any furthor form of tax eredit for costs of eollcge
We urge- this - Tnsk Foree to reaffirn Congress’ longstanding eommitment to

1dent ﬁmmeml aid through a eombjaation of grant, work/study afd loan pro-,
gr} s enaeted by the IHigher 1ddC: ntmn Act and amended by the 1976 Eduea-

" tion Amcndmont- “The inequities in the delive® of student finaneiat aid should
be-amended through a legislative stritegy foelsing on programs, rather than .
oken and ineffective measxures proposed through the tax sy<tem. The National ‘k
Student Lobby will work closely with; Congre: s over the eoming years to improve
the delivery -and design of student financinl aid programs. The tax structurc is ¢
not the way to improve atudent, financial aid. . .

.
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< . . : \
Mr. SimoN. Thank you very. much. ¢
You toss out a figure of the percentage of students . who are self- .
'+ supporting that I have not heard before. I wonder if you could give
-us_those figures again and where you got those gtatistics?
"Mr. Ros'hN The source of the data is from the %msmn. of Basic (
Grants in the Office of Education. The items are contained in our
~testimony. But let me run down for you year 'by year.
" In 197 74 ‘there were 13 pereent of the basic grant applicants .
. who declared themselves independent and self-supporting. In 1974-
y - 15 that re was 20 percent. In 1975-76. the figure was 30 percent 4
, Thﬁ emic, year it is.35.7.percent. -, p
r. SIMON. The point you make abqut the adult student is an
extremely important one and it has v10usly not been touched on
in the testimony here this morning. Let’s just say these programs
generally cost, for a rough estimate purpose, $2 billion. Ifyou were
to bs given $2 billion to help higher education in the United. States_ .
'how would you effectively use that money>
" Mr. RoseEN. By supporting three programs that. currently exlst
the basic grant program, the supplemental grant program, and the ,
college work-study program. None of those programs have ‘afy.
- limitations on aid or dependent-independent status and they pro-' .
" vide'substantial aid. The average basic grant for a program cost this
year of $1.7 billion is' $900, which is a much more substantial form
again of immediate cash- up front to students than a $250 credit.
I would like to see the eligibility for the basic and supplemental
ant programs expanded to meet the concerns of Representatives
ike David Obey, for example, and perhaps Mr. Crane as well as.
Senator Schweiker and Senator Roth. Those would be the areas-
.where we are really saying that clearly there is a need to guarantee
through the Federal Government an access and a right to a higher
education- of choice in,this country and of quality.
But that.really is gging to be a substantial commltment A $250
credit will:not prog®t that. We would urge that in guaranteeing
¢ aBs, you consider strategies of grant assistance
jtance where students, whether they be adult or
ependent, have the ogportum,t to work to help
fhirough school in such a way that is more related
ses 80 you have a better fit betweeix education

and work puprpos
Currently, the p#0rk-study program is remiss in' that area. We are &
employing stud€nts to be #ashslingers at minimum and often ‘
o submlmmum wages.
) SiMoN. You' have commented on Senator Schweiker’s and '
' Senator Roth’s testimony and some of my colleagues in the
You have not commented on thé Mikva tax deferment idea.
‘have #:reaction to that?
Mr. RoseN. The first I _bhéard of that proposal was yesterd
talking with Colleen and today. I have not had .an opportumt to
- examine the proposal. My initial inclination would.beto oppose an
form of- 8.ld whethex‘ 1t be a deduction or credit throug the tax
s gystem.
: We feel : that can only result in foken aid. Currently expendxtures
. - are over $100 billion. It doesrst seem to make sense to increase that~
. e, loss of revenue.

v
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Mr. -'Slbﬂ%’N. I thank you very much for your testimony.” We
 appreciate it a great-deal. We will be back in.touch with by with
- 8om€ more reactions to sdme other modifications.

Mr. Rosen. Thank you. o <.

Mr. Smmon. Lawrence Zaglaniczny. o+

STATEMENT OF LAWRENCE ZAGLANICZNY, NATIONAL DIREC- .
TOR, COALITION OF INDEPENDENT COLLEGE AND ONI- &'
VERSITY STUDENTS. Lo T

. Mr. ZaGLANICZNY. I am Lawrence Zaglaniczxery, national diréctor
of the Coalition of Independent College and University Students,
~also known as COPUS. Qur . ization is a natiorjwide organiza-
tion representing sfudents - & énding independenf colleges and
I would like permission to Have my statement placed in the'

" universities.
since. it is fairly lengthy &nd then have thq opportunity to
excerpt a few things. e :

. »*Mr.\SiMoN. All right. If you coudd do that. Unfortunately, I have
just réceived a note that I am expected in the Rules Committee
right ndw: If you can summarize very briefly. o

“Mr. ZAGLANICZNY.' In summaryy there are basic arguments we =

have agdinst the tuition tax credit. WE ,undgrstand*and appreciate .

the motivatipg of the sponsors of this Jagistqtion. However, we think
‘their approach is inappropriate."We oppose tuition tax credits
h proposals will upset the balance between independent

er education. . s
A tuition tax\credit-is unfair to whole categories of individuals by

income level agd need. It is not sufficient. It is too broadly_b stk
with inad te relief fop those in v;%;gdgp&adeh - ay
i 3 g i - =flors AT = o . /

Based Baition levels resulting in less access to hlghgrp

ucation. . .
. In our statement we have preparetl a table which breaks down
~tuition by $500 ranges and number and control of institutions in
each dollar range. From that table you can observe the basic thrust
of our objectiong. Rather than read the number through, you can
see that the great majority of institutions that have tpition under
$500 are public institutions. ' S B £ &
_A tuition tax credit, in effect, is establjshing an-indirect, Fedgal
free tuition policy for eligible tagpayers. s .
. An additional %9 percent of the schools in our survey charged
between $501'and $1,000 that year. In other words, a $500 tax credit
for tuition woul tentially offer free tuitign or one-half tuition for
eligible taxpagers at 55 percent of Americg{; postsecondary
institutions. o T .
We think that nk most effective and appropriate vehicl® for
providing aid and relief to students and their families must be the
' present systqm of Federal aid programs. Certainly, these programs
can be better designed and more adequately funded to achieve the ‘
objectives that the sponsors of tuition tax legislation hope to attain. :
p {Ne believe the most effective route is to prgyide student financial

aid ynder a reformed IFede‘,ral stude-nt, ncial aid packagg. .
. . e P S
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Celeree {Th‘e"pf'e‘péi-'éd éﬁzt‘emen

- post.secondéry education that students talents

‘would - be substantfal, $2 b
. .student aid packagé. .

) e

Mr. Simon, you will remember that you signed a letterjalong with
Mr. Thompson, Mrs.-Chisholm, Mr. Blouin, Mr. Corngil, and Mr.
Erlenborn in supplemental views in the committee r port on last
years higher edication amendmenxs* ! , v

We .think this approach is a&olutely right” Yo
target when you said:

There are a number of crucial problems in Federal su

that still need to be addressed. Central among these is sfu
collection of programs that have. growh by accretio rather than following any

gort for hxgher education
t aid where we have a

‘carefully conceived plan. A furthet reexamination of s€udent aid is'needed to create

a consistent and integrated Federal strategy to attajw‘equal educational opportunity.
Such a strategy would provide access to not just a pOstsecondary education hut to the
d interests lead them to ch008e

ch. Take the lost revenues that
,@r}d put them into a reformed

We think this is the proper ap

Anothéf: reason for ouf opp@smon Why should' a mllllonalra
sending their child to a low-tuitidn ihstitution get the safne credit as

- . ‘g worker whose child attends an’ expenswe independent mstltutlon"

The tuition credit is  too broad @#d, it-is unfair.

En bur sector, some haye argu  that a tuition credit will lead r.o a
rise in tuition: In the independent sector we don’t think that is true."
However, we think State legislators and Governors and local agen-
cies will-feel they have ant opportunity to raise tiggir public institu-
tions tuitioh because parents would have a crgttit. 'We think this"
will cut down on access. Thank you.

[Testimony resumes on Mj
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PREPARED STATEMENT ‘OF THE Com.mou OF INDEPENDENT COLLEGE AND
N Umvnnsm{ STUDENTS -+

M. Chairman and Members of the Task For M8 thank you for

-the oppox-tunit)r to testify and submit this state

utilization of the tax system for/rﬂxef of the high“codt of CollE§e

_ tuition nnd related expenses

I am Lawrence Zaglam.czny, Nat1onal Dlrector of the Coalxtxon

of Indepondent College and University Students, alsb-known as COPUS The
A d
Coalition‘.s a nationwide organization representmg students who attend

independent colleges and un ersities Our Primary concern, is working for
* an ad‘uate nnd balanced sysem of Federal student fanciai assistance

" 80 that students may attend the’ h‘xgher educatlomL 1nst1tution that: best
N neticd |
suits their needs talents and aspirations. ', Ve see Fe*{al student assist-
¢

~

ance prograns that will allow needy students to select a college based .on
their ability to achieve and not based on their ability to pay Conse- .
quently. “we uolc?e these hearings and an opportunity to comment on the.

v&rious ‘proposal under.conside?lon to institute a system of tax relief

{( ;"

- “forvparents and students.

B Ny Given our organization's, support for student ai\ it may stem’ .
‘intonsistent or somehow contradictory to oppose tu1tion tax: credits We L]
(%}

are appreciative of those Members of both houses whb have 1ntroduced or

cosponsored tuition tax credit legislation. Certainly, the motivations
and spirit of these efforts are in the right d:.rechorr, that of 1ncreased

ad'c& to highér educationiand relief for the parents of college ‘students.

3 -
Yet. in all good conscience we cannot support these proposals.

»u

. " / Tuition tax credits will not provide rellef for those moi’ ),n

o N

need, nor will they provide adequate amounts of such relief. Mostr 1mpor-
] }mtly, tuition tax credits wlll wefakdn the lndependent Sector of 'hxgher

oducat.ion in its friendly com;ietiuon with the public sector § the,

, . W
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'\ - : linlted nu.mber of . students _ ‘ ' . * .
- ' ‘l'here are several tuition tax credit Bills before the Congress
\ ot the Joost popular appdars to be Senator Roth's Bxll s 31]. or a

» variation of it. As you know, S Sll provides for a tuitxon tax credit

LA of SSOO at a cost of 2 lﬁllioh dollars 1n H’ 1981, Thé Roth ‘Bill would

T ) cover miscellaneous fees, books, sup% ies and equipment costs as’ well‘ as -

L .+ tuition. L : . :
o - . » ‘ﬁ( - . ’ ,
v - For independent higHer educatxon the tuxtion tax credl.’c 1s a

TrOJan Horse. While it m&y brxng some .short-term tax reliefy it is a '
long-tem publxc policy mistake. 'mition}tax cred1ts Lwill upset the al-

. rea.dy tenuous balance between public and 1ndependent higher education.
. . .
’ We oppose tuition tax. credits for the followxng reasons

‘. ]

1. 4 We have prepared the following table to underline some facts o

Lt T y
"

3 .
basic to, our argugxent. This tab L. 1ists the undergraduate tuition and ¢

«

. fees charg*ed 1n aca.demic year 1 The;e figures are broken d:u'wn;f&
o ‘ in $500 tultxon and fee ranges, by the ‘n’ur;:ber qn:l céntrql;i_').‘{'; _1’55&1- “

h .tutlons‘ 1n”‘each dollar range. " : "!' P

Key = (l ofA.publlc 1nst1tutions/l of 1ndependent 1nstitutxons) ¢

total of both figures above

$0-500- . $501-1000 _ $1001-1500° o

1031/16 }403/124 © o 12/329 .
. 1029 CTTs2r o - 341 L
. N N .

: 1Y
-,ﬁlSOl 2000 . $2001- ZS(AO
./ 0/332,
332 B

N L3 L P
$2501-3000 . $3001-3500 $3501-4000.  ©$4001-5000

0/155- - 0/92 , 0/307, . - T o/s

155 .78z BT S

-

s
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" This is a Wbllc policy ,in our oplnion. The Congress shquld be aware

A I - _-"""* |

e i .
- . . . L -, . s

- tuition and' requj,red fees. This figire is 36 percent of our comprqhensive ]

.smple of 2833 institutions. In effect, given one's economic status and S

tax bill, 8 tultlon tix'credit of the type proposed in S. 311 would in-; - -

_dlroctly estauush a Federal "t‘xee tultion" policy t‘or eugi.ble taxpayers.

knother 527 1nst1tutlons or an additional 19 percent -of schools, charged “

betuoon $501 and $1,000 that year In other Hords. a $500 tax credit for

tuitlo'n uoulcl potentlal ly offer "free tuition™ or one-half tuition for

,o' -

. engible taxpayers gt 55 percent of . Ametican 'postsecondary 1nstttutions

. : of this fact and intentionall}y move ‘to such a pohcy. b}lt not accomphsh

i "free tuition” policy by a ideént. ‘ : . .

.. oy R

Our concem for 1ndep9ndent colleges and umversities is brought '

-1nto perspectlve uhen one conslders that of the 1029 institutions mth ]

charges of $500 or less, 1013'are' publicly ‘controlléd. Of the 527 in -the
3501 to $1,000 range 403 are pu.blicly controlled, In these ranges 98 per-
cent and 76 percent respectlvely are publicly controlled colleges. We be- . e

lieve these figurés indicate a “tuition tax credit, such as the one pro-

fposed in §.' 311, will-give an unt‘atr economic and competitive advantage

N -

;to the public sector to the detrunent of mdependent higher ‘education,

b Tax credits uhlle ostensxbly attemptmg Yo assist the mdependent sector

do just the opposite in terms of competition for students on a t'axr e

econmnic basis.

Attnched to this testxmony in Table II are’ pro; ections t'rom the ’
~

'National Center t‘or Educatxon Statistxcs mdxcating trends to 1985-86 in ’

+

college enrollment. While the public sector will grow by 25 perce_nt 1.n_. o

1985-86 over actual Fall 1975 enrollments, the independlent sector will
. oo [ . , - ‘.

decline by 3 percent.' We believe enactment of a tuition tax credit will

§

14
4
»



exacerbate these t"rends to, the hurm

mucat ion

B gap betueen publlc and prlvate inst

. The gap between the " w% remams at

able, 1nc1ud£¢a poss;ble r.uu:m

?

L
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. was $2,000,

'f:'.{o pay_ for a: pnvata co'!]_,,ege'§ ‘tuit

. toltos E

lti.me: Students make their, college

[y

. B v
of o'uﬁ.,ystem of ,&ndependcnt hu,her

While a tux credit may not substantlally change the tuition

1tuuone

v For example, j.f a public college & tuiuon was $1,000 and 'a pﬂvate one . .v i

then the tuition gap 15‘ Sl 000

The 'tuxt ion :abm

In other words, when shopping aroun4 for a collcge one uould need $2 for

every $1 to pay for* tuxtion at the.
eligfble for the fu),l"SSOO gredxt ‘

N
for. the public colle&e tuition and

college's t\litlon‘ The« tun‘.ion ra

" Vur belief and opposxtl,or
al NCES statx.stics that prOJect tu
publi'c sector from a 1975 75 avera,
in the(xn“pendent sector showmg p

$2,840 in' 1985- 86 .T}ps trend ‘ind

$1 000.

1gher pnc.pd college If one was

then, in e[fect,.tuxnon would be SSOO

However, one would need $3
mn_ for every Sl t('? pay the publlc

io is mcrea;ed hg:cnuse of the crecjxt

¢

tion and i‘equired fée§ rising i'n'th'e
e of. $513- to 5612 in 1985-86; while

1975 76 average of $2, 333 rising to

i,

.

indlvxdual‘s \ull compare tuinons wPth an eye to what tax breaks are avml-

cision solely on economxc ground

al consideranons - The pqtentla

hoice determinations.
i

’

-

'

tax credit, and base this xmportant dc-

rathef th;m ma(e comparxgons on cducatlons

3

‘harm to mdependent h_xgher educqtlon'. and

‘the "tuition r.A.t_lo wwld change

1511.02

;’1 sod for the private n'lstltutu)n - .

to credits is solidified with gddition-.

We. fear too ma'ny-

icates a rise in the average of $99 for

; publics Mfor independents lin this ten year penod

An April ISth filing de dlme for tax returns coincides \uth the



) objection the Coalition has lto such proposals o N

. :‘ .
: o B - .
. and reduction’in ddcess to‘it'becme of a tyition tax credit is the.main ...
K4 [ T

. LI
2. The tuition \red:.t will not falrly assx t parents wh‘ose‘

ch:lldron attend 1ngiependent cblleies As Secretary Ca]vfano recently

.,_‘ S -

BOR

STote, "only' 30 pei‘cent of tbe benef:.ts would go to families sending

their. ch ldren to private oplleges, although theﬁ have almost 60 percent [N

of the fi ical neod of all familles lxkel'y 1o benefit’ from the credlt "

We believe the moit effect:.ve and approprxate m‘eans for’

- y..

student lid ‘1& utilization of the present system of Federa( aid programs.
Certa:ln,ly, ohes\q programs can be better desigfed ana more- adequately fund-

ed to achieve che objectl.ves ‘that the Sponsors of tuition tax legis‘lation '
¥ . . . ‘ s

o v /

ollars' In FY 1978 111 bl.llion dollars would note be col-
/

to 2 9 billio

'fected by the Government through a tuxtxon tax credit _ We bel:.eve i,t would

be wider to col lect these revenues a;l ificrease the appropr1atxon levels

L
’

/
,.

<

FOAT

O
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-nillxonau'e send‘mg his or her chxld toa low tuition-institution get the:

for Federal student assistanCe. The lost revenues ‘of 2 blllmws ;i° '
These !

tn fiscal 1981 would almost:buble the FY77student ald appropriatx

\
large amounts of money shoulf .be col lected and applied to preseut or re- - "

formed student aid programs rather than lost through an 1neffect1ve credlt.‘
’

T 4. The credit proposal.;s too broadly based Why shoild a - ° -

v S ?

e
same credit asa worker hhosechild a%tends an expensxve ilrependent co‘lege"
oy "
_A tuItion tax- credit woald d1stribute assistance in an unfaxr and overly
brgad manner and [not target in effxciently‘ on the m1ddle class as the pro-“

ponents believex Th:.s 1s another reason for ‘the Coalxtion s dxsappmbll of_

‘i

I3 ] &
ThéyFY 1917 totql for all Federal student aid progiams a.mounts / ot

-~
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. © . 96
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. the idea. | ¢ ’ N b '
il . . t ' ..
. i’ ; 5. Secretary Cahfnno again 111 his-letter to S(,nasor Kormedy
o > H o ‘

points’ ‘out !he credit would be unfaxr to vari.ous income groups. Thc,.
v
. 'Secretary ‘sserts that 60 percent of the credxt would go to famlxc:. mth

? .

1ncom‘es of over’ $18,000. Thus, the CrLdlt does not fa.u-ly or cffxcu,ntly

target aid to thase most 1n need or the middlie cl.x;s P o !

.
* [

1 " 6. Some in argumg agaxnst the credt/c belxcve 1t would éncoura.ge,'

. tuxhonlto rise proportionately to the amount’ ot‘ .the crcdxtA Coming from.'
] Vo
and familiar with, 1ndependent h1ghen education the Coalition' s membershxp

! daubts.,‘o‘ur sector would yespond §n soch a -fashloh Indcpendent higher ed-

r,cnti(’m nlready costs an ayerage of §2, 333 for tu.\tlon and fees,‘ 'l‘he cost
L i - .
f room,\ bo‘erd. books, supplies and xncldentals edsxly can double .that amount.

¢ jTotal costs for a number of collegcs already. approach $7 000 pef‘year‘.
foru

u Because of market condltions 1ndependehts cannot ralse costs further, even S
. 5 . - vy
with a credit, since the'y would adtual,ly or. psychologxcally prxcc them:.e‘).ves
[ . I ‘ . e S

. out of business. ' : R .. : f v

. N . - y . o . ! S
> K . f

: v ! . 'On the other hand , we fcnr local and, state govomments and legis--

.

. v

Wl ) lat‘ures that are very ;)ressed fer ﬁmds «ould raise, their public college '

vtu1t1ons as-va result. ‘of the c:edn.. It xs a temptxng ratxonale in order
*

. BT balance localo and st:Ite budgcts Such mcrcﬂﬁes m publlc college costs

would harm access to higher cducanon The Coalxtlon is .concerned that

. " ) students ve!:y.abxlity to obtam a collek,e educa‘uon uould be rcduced if R \
L ..

F;' A pubhc college tu1t.10n were tD be mcrcased as a rcsult of the tax credit.
N
GLVen the reccng hlstory Tn 'the pubhc Spct.()r wq believesthis-is a real
IO . ‘ .

i possibxlity and thxeat’ A _l‘ c',__' . f Ce,

O
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7. Since che tax credlc would not. be available to a11 taxpayers,
' .- .
;nd 1: tuftion charges were to .rise in ancicxpncxon of the credxt. then

Itudent! and their parents would have ce somehow pay for: the increase even

5

thOugh they are 1nellglble for a credm. 'rher:efor:e, a cuicion rise could

-y
ba meg by some individuals ellglble for a tax credit and not by others, How-

ever, any rlae in cutclon and expenses would offset the benefit$ of a tuition

tax credit, "’ ‘

8." In t'.he 94th Congress. the Roth amendment to che Smith College

: /
Blll wonld have provlded a tax credit of $250 at its maximum\" In the 95th

’

.

O
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. . ..
" dependent higher edycation, Tt is upfat

/
Oong';ess S. 311 would eVenCually provide ‘a credit.of SSOO, If/a m:icion

ch cr:edlt: was unplemenCed‘ one can be certain that there would be enofmous

prnssures b increase che maximum. As a studenc 1obbyi*.c, 1 know 1 would

be wor:klng for more than $500 even thouah it j.s a bad financial aid pr:ogr:am.
\
As membeu of the Hoﬁsa Budget Cqmmncee. you are’ ~aware of che i,mplicatu.ons
Co

to t.he Tteauuxy of the losc revenue cha‘ a_ credit poses and ong can guess

what t.he benefit would coht if incteased heyond $500,
. In sumary, the Coalition of Indppendenc Colloge and Universifv

B3
v

Studancs strongly opposes tuition tax credits. Our membership understands

- t'.hls type of leglslacion ostensibly is designed to.relieve the ,burden of -

high cuxtions un and fxut parents pay. However, as responsible mambarr.,of

che 1ndepandant higher ed’ucat:\on communlty we must be. in opposxn.on to a '

tax c!.ediC. Such a proposal w:.ll upset the
- . . i M d

ance becween_publxc and in--

° ée:ca'm caceqéties of in- ’

dividuals by income leval and need. It
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to ‘the migdle class and’others. It is too broadly based. it is inadequate

r'eliéf for those in the independent sector. Tt may lead to*increaséd tujtion
levels resulting in a reduction of access to higher dducation programs,

s : . . .
S . .

Student aj.;'\ﬂ-brograms should be' reformed and more adequately fund-

.

ed to‘atta}n the aims of the sponsors of tuition tax credit legislation.
oL . . ) . . .
‘This would be a wiser public policy direction. fostering access to. post-,
. secondary educa:ion} bringing reliet‘ to the middle class and others of nead

and wo-\'l]‘.d st:enqthen, not weaken, our fincfsystem of ingependent highnr

: e Tt . . ’ . %
. equcation, indeefl dll of ,postsecondary education. o 3
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/. -._. v . ] L4 - \ T .

' Max 4, 1078 —~Cowimitted-to the Commilttee of the Whele Howtne State of
-t ' S .. the _Uniof.,.t_ind iordered . to-be printed . s .

e ' . Y § I O e, ]

. Lo 0 . " . [ N [ ..‘!
. L . v S

“ Mr. l’m}{mg, from the CZ)mmitfeél brié’(ﬁmﬁtfbn and I*nbt‘i.r, submitted-'

S \ the: following. . .
'<.~..-.-.‘.-.'_.'- } o . v t. C. - .

| REPORT  » '

. ' _btogeth'e'.r- with' . . S Sy
© © ' SUPPLEAIENTAL VIEWS'
N s - ._ © [To accompany }I.Rﬂlﬁ&’?l]

T The Comnmittec on Eflueation and Labor, to whom was referred the +
©, - bill (FHLR. 12851) to extend and amend the Higher Education Act of
.+ 1965, as amended, and for other purposes, having considered the same, .
= rerox_'t favorably thereon with an amendment and recommend that the
‘ billasamended dopass. -~ . ¢ _ ' o o
", 'The amendment strikes out everything after the enacting clause and - -
© ¢ . inserts in lien thereof the'matter printea in'italic type in the reported
T bill’ - w ! . : . ' . '

4.

Hesrines axp CoadMITTEE AcTioN . Ty

- " The };I-igher(E(hlczRion_,Act was' lgsp amended in maojor part, by .
~ -Public Law 92-318, which became law-on June 23, 1972. The Special .-
- Subcommittee on Education (as it was then called) underthe Chairy " -
" manship of Mr.+O’Hara, began its preparation for the extension
.. andrevision of that Act i October, 1973 with a series of Learingsand
* . ‘. discussions of the gperation of existing student programs which ex- -
' 77 .tended through Ju¥,qf1974. Thirty-one days of hearinds and-semi-
. nars directly aimed it examining the workings of Titles IV (studeht
- financial assistancef and IX (graduate programV), were interspersed ,
. among nine days of reviewf three annual BEQG family contribution:,
-schedules, and five days pf examinations of the Guaranteed Loan
Progeam. Tn the 94th Congress, the Subcommittes.on - Postsecondary
‘Education, as it had been renamed, stilt chaired by Mr. Q’Hara, began:
heagings on legislative proposals,-In February and March of 1975,
.o there were 12 duys of heatings on' H.R. 3471 and related studentfinan- -
v . cial assistance bills. Beginningin July, September and October, 1975,
.+ -+ gndconcluding with the appedrance of™Office of Education witness
' in February of 1976, tostestif: e Administratjon’s proposals.
L o o .o L~

c, . . “r “
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‘ Thxs bxll is ynti.l fox- the»contmuation of the broad range of federal
.b;gh,r educg.tl aopmﬂ partxcularl ‘student.-aidy; which will

ire e 'we act. The bill-accomplishes a mumber of
important ) technical changes in thé law to facilitate thé smooth: and- |
- fOre: eﬂ'ectlve 0 ratiod of -the programs. It.4ls0 makes a valuable
.. contnhntlon m deusing otir- attention’on- the “new” nontraditional
rhads ble development.,dfgnorae eqmgnumti' based ed

,_'tulento amd mh\.rests lead therq to"t}g:
tham;rgantly requires.our-gitention:

: véry Strongly that & bill of dns ygar's:

at uppropmthe # thistine, ;
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™ Mr. SMoN. 1 am sorry that I have to get over to the Rules
Jomtm They may not be too patient. May I expresa my apolo-
~—— gieg to you. I hope mundemtand. L ' ,
.+ The record will remain open for another 2 weeks for any who
wish to add statements:to it. This concludes our meeting, Thank you

- very ‘much.

& fev",_‘fqtldﬁn'g"addi:tibha'l information was submitted for the ‘;

e o

- S

_ FRom.1HE StATE OF NEW YORK
. .- L7 o M - 3 , M .-
Mr. Chairman, | appreciate this opportunity to’testify. beforeyou today on the
-i-need- for a national 9;ariority system o _equit.qgle_ aid to education. '
'On Fgbruary 9, 1977, along with.a number of my colleagues, I intdided House
bill J.R. 3403. 1t is it major, respects similar to'S. 834 currently pending before the
" -Senpte.Finance Committee. Both measures would gtant a tax deduction up to $1,000
‘.. per.jhdividual familg,member.for tuition é)aid by @ tdxpayer to educste himseif, his
i - spouse, or his deperidents. Both bills provide the option of a $250 tax credit; in lieu of
. the deduction, to ensure adequate coverage,for lower-income groups. And both are
. s aimed at the average American family struggling to get together tuition for sond and -
- z+-. daughters at’ public and private institutions from elementary- through gradlate-
" ..» ‘schoel throughout the Nation. . : S SR T
" ., - The Tuition, Tax ef Act of 1977 is a long overdue measure of fairness for our
* 7> parents and stydents- While every" citizen ‘18 feeling ‘the effecta f the current
" économic-crunch,’it is.lower--and middle-iricome Americans who are efpecially hard- .
. +~pressed during these difficult times. It is iniperative that some meagute of rglief be

. Pntn.m S'r:'x’mm or Hon. James Ji DELANEY, A REPRESENTATIVE 1N CaNGRESS -

" c affprded them t6 insure that our Nation's youth are not deriied the quality education - -

60 ly-deservea , :

7wy rigarous.cost-behefit perspectives, it m
5. #". New York;,'there are over 129 privata colleges. A good number of thele institutions -
£ ' . ' are teetering on the edge of bank mal}y are dipping into their ex{dowments to
o meetiday-to-day expenses, and all hayipeen fo

- of the dual effects of inflation arnd féeMiions. Ten high schools and twenty elemen-

rightly . . . :
ch a,ﬁu‘xi,tioﬂ‘!deduct.ion/credit'repﬁqeh@a more than simple tax justice~~from a

tary_gchools. in Brooklyn and.Queens. afone have been forced to clege in the last 5
..+ «. yearsZfind we are witnessing a severe financial cridis among institutjons traditional-
o 3 1y sup through our city. and State. . o
. %, . A number of times in recent sessions, the Senate has'seen fit to ificiude an
- gducation tax credit in legislation it has passed. At the end of 1976, for example, a

Y7, - «credit of $250 was adopted by the Senate as“haghof;its Tax Reform Act of 1976, but
S+ - .~ .was lost in the shuffle, diiring conference considé¥ation. .

Mn Chairman, -both the Democratic and Republican campaign platforms ‘of 1976
contained-pledges of adequate, equitable education aid. My colleagues on both sides

es sound economic sense. In my own State of . .

rced to raised tuition gkyhigh because

of the aisle and in both Houses are supporting this legislation in the ?5th Congress. '

‘Theé time to act is now.
. ' '

(%
———

S g4 T

< PREPARED STATEMENT oF Hos. Hennewr 1, HARRIS, & R EPpstNTATRY Y I8

. CoNGiess Fros rne Sy or VIRGINI .
. N L] . B T . .« .

! N "*Wunt._, to cmmm-nd’tl{t:nl\' foree fyr-condueting this henting on proposals to
. fillow tax “eredits for higher cduention ispenses, The average giddle income
v Ttaxpayer needs assistanee to finanee his or herson's of daughter’y eollogis cduca-
tion, The tax eredit approach provides o simple and direet megns of granting

‘needed assistance. | . o . . L A .

] In the 94th Cangress Tintroduced TR, 9684 andytoday nm reipnt®odneing the,
. bill. My bill covers.the braad speetpum of postseedhidary editention. Mure than -
w v 10 millon studepts gt o variety Hfﬂll\'(il:lliﬁllﬁ public nnd priyatr, J-year and
' 2.year—-would benefiy frony this l([gislut-mn. (¢ “l'}'(('ﬁ',"Illli‘\’('rﬂitiq':ﬁy‘L'ullllll'lulit}'
! Cund junior colleges, business schoyls, trade selools, teehnieal® ingtitiions, and
-, ‘voeutéunnl training centers are nll ¢ligible institutions under my=Hil, .

S
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NEED FOR ASSISTANCE . .

Middle income fimilies find it inercasingly difficult to pay for college expenses.

- They need help. The.awerage: total cost of obtaining a college educittion at a
4-year public institution has climbed to $2.790 per vear; and, the average total =
‘cost at . 4-year private institution has risen to-$4,568 per year. Over the fast "
5 years, the cost of attending o 4-year public institution hay increased by 39 per-

. xent; and, &be cont of attending u 4-year private institution hag inereased by

* .36 percent. - R - L PRI I

With medicul, food and utility bill ind other e 30
greatly inflated, increased ‘education costs cut inth dlredds. tight budgets. High
+" unemployment and - undgremployment -have nigksit- particularly  difficult *for
* many familics and individuals to finance a college ‘vdmeation. Is.it any wonder |
that our sfudent<’ parents, who typieally pay aboit ‘half of the eost.of higher
,'l;{t!ﬂ'u(.'utign,.cun no longer bear the hur.d(-n of inereasing edueatirin (~xp(-nse\? '
¢ .

.

for bagic necessities

e BIRECT ASSISTAINCE To 's'rlun-‘,.\"‘l's"\m_)"rmcm FAMILIES e
My bill pravides dircet assistance in meeting the cost (»f.h.igh(-} edueation hy
" allowing a-taferedit for o portion of expenses for tuition, fees, books, supplies,
and equipment. Mheeifieally, «w taxpayer under my bill coutd clyim a tax credit of :

- 100 percent of expenses not exegding $200;, < .

H.pereent of expenses over $200% not execeding $500; and. -7 . &
Jer 20 pereent of expenses over $500 but not execeding ¥1,500.

v, For a student whose expenses fur tuitions fees, books, =upplies and equipment |
% equal or exeeed $1;500, the student could elaim a tax credit of $675. The following
= tqh‘e,indlcut('s the assistanee i resident of Virginia attending one of the (:umm’.(m.-

\',;,:_"’w'ea_kth s public.institutions would reecive upder my bill:
g = . ~ Approximate . -
o ) annual expenses - Percent of ex-

. ge of William and Mary _.

e — g meim e e N

- o (IS for tuitian, books, < - % penses offset
T ek :College . , and certain fees Tax credit by credit
George Mason Universitys_ . _ . ) 3868 3517.00
Mary Washington College .. __ - S e . 970 542. 50
Narhern Virginia Community Bolfeg - cea 330,.__ s 850,
’ avsitxot'zl Virgimia, .. .. %L L e T ; T w921 e,
inia Polytechnical Institute and Stateunly B 1 R 464, 2 3’

- Although the assistanee provided to those :ltt(fll.dihg the fewst expensive
- _ s greater in terms of upereentage of the cost of dttending college, the issi
" to those attending the more expensive schools i greater in dollar anwounts.

HEGHER EDCCATION ENROLLMESTS

- students attending schools 'nf higher education: . -
w7 Almost 40,000 students are enrolled in the Northern Virginia Community
- College afd K700 students attend  George Mason University. Additionally
- many other’students, living in my district, nttend one of the many fingpublic an 1
private schools within the Commonwealth or elsewBRbre in thg. Gni 4 States.,
*+ Furthermore, a, large pereentags of high school graduates ithe Kighth Con- |
gressional District of Virginia are deeiding to continge their education, This vear,
75 percent of the seniors who graduated from the Fairfax County Publie Schools - -
“in 1976 are attending some form of postse@udury eduagtion: In the city of Alex- .
* ‘andria, 67 1g:;ercent of the 1976 graduates continued their education, as did 41
‘percent in Prince William County. : ,

In the Fighth Congressional Distriot of Virginin we hnve o l:nrg‘(-.'mun‘i).vr of

ERIC
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.. S . NO RELIEF Now

My bill attempts to corre€t 1 major deficieney in-our tax liws. Presently, the

. Inw provides relief only for educational egpenses incurred for training required to

maintain one’s position of cmplovment. Norelief i« provided for students who are

pursuing cdueasion or training for their carcer. Thus, a $50,000-n-yéar business

executive cun take a tax deduction for the expenses of a refrésher eourse in man--

ngemgnt techngques: but a young collejge student, struggling to make ends 'meet, -

cannot tnke a¥deduction for any equivllent course. The former is considered to

be ineurring 4 “‘business expense’’ whereas the latter is merely incurring a1 “per-

sonal expense.” 1 believe it i unfair that tlms(-w“qud thé assistaned most dare
ineligible dnder oyrpresent Liws. _ .

.o . . P
0 : . SUMMARY OF BLLL . ‘
. . . 3
The fisllowing ix a summary of the mujor provisions of my bill, ()ur.l')'lfi}.:h't voung’
men and women deserve the opportanity to aehieve their potential, Let us nuike

©sure that they have that chanee, = < e -~
s b T e _ ) ‘
w7 . MAJOR PROVISIONS OF THE BILL . e

Am‘v!'r_lds the Int‘i;rnnl Revenue Code to allow tax eredits for the expenses of
higher ¢dyeation for the taxpayer, his or here spouse and any dependents of ”5"
taxpayer@@defined under seetion 152(a) of the Internad Revenue Codbs

Provides that she credit wllowed would be au amount equal to the sum of the
following: ' v S R
-A. 100 pereent of allowable expenses ot exceeding $2000 7 o
B..75 pereent of gllowable expenses over $200 but not exceeding $500. .
C. 25 pereent of allowable expenses ‘over $500 but not exeeeding $1,50, LI

T Provides that the eredit.allowableshall be proportioned aceording to the amount -
of expenses paid by each taxpayer in those eases where more than one takpuyer

pavsthe educatioual expens=es of an individual studente . L
-+ Stipulates that the amount of 'the eredit <hall be-redueed by an amount of
R Lpereent of the txpayer’s ddjusted gross income that execeds $25,000.

“Defines the expnses of edueation s tujtion, fees, books, supplies, and eguip- -
ment, {Expenses 8 roony and board are not included. ) . . )
. Defines nlstitutions of higher Jdearning s those. regnlarly: _dgcri'flg cducation
above the twelfth grade or those offering an’aceredited progehm of business,

trade, techrica! or vocational postsecondary edyeation? o
Requires thig-the school be located in the United-States; ineluding all .S,

Possessions, N A : " . . B :
Stipulates that the "total Tdesdional expensex foreghich an income tax eredit

may he @lnimed <hall be redneed by the total ynounY of selfolarships, fellowship
grants andawetorins eduestional assistanee allownnecs received by the individual
student, prior to determining the net tax eredit for which the taxpayer i= cligible,
Requires thut thestudent be i eandidate for a bacealaurcate or higher degree or
attending school to fulfill an identified edueational, professional or voeationat goal:
Provides that anyexpense taken as weredit is thereby disallowed s deducetion;
Provides, thit the wumendments “would” become “effective“only for tax years

* ending after the dite of enactment of the Act; ) .
. . . . v \d
t N ’ B . ' S -
. . .
- . . -
{ o , Y
o
" : . .
R M . . )
\ .
.- g . oy . Y
« N b
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¢ : [ . . . . . -
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PREPARED STATEMENT oF SENATOR Exnest F. HoLuiNgs FroM THE STATE OF Soutn . o
SR RN : - _ CAROLINA S : - "

* The future of America is, I believe, directly degendent upon the education of its

citisens. As our pepulation grows, more and more demands are made for an educated = °
m meet,/thé challenges of our complex society. As our.standa .of living -

Ancrel more and ‘more people are deman to be educated. But our Nation faces .., -
one of the greatest financial .aneo‘xalies of our timé. Although n;ocr;{)eo lencedtobe . : ¥ -
'eduatpq-a_x:g.want to be edu ,'we do-not have the financial' w erewithal to .
accomplis} g ‘ P N S .
i Oollmee students thro:ghout our Nation are“faced with the prospect df mot = - .
being ab vmue higher education because their parents simply cannot afford the S
financial b ; banks are not srantmg educational loans’ becalise they can get . -
better interest rates elsewhere, and the cost of education eontinues to soar. The cost - &

of education will continue to &w Ag high as college expenses are at the present, the
‘amount to cover tuition and now covers only a fraction of the total instructional .- ¢
tost. of education. Clearly; without endowments, publi¢' funds, ¢ontributions from @' -
_alumni and private foungations, most of our institutions of higher legrning would be » - .
‘finanéially bankrupt. Long overdne pa increases. for-college professors. and instruc- = oo
‘tors'and the rising cost of constructi ew buildings increase total coet factors. The . . .
‘increaging number of high school graduates from lower income brackets are demand- St
oge_education, which, in turn- absorbe iminense amounts in. the form of  ..°

) ips-and | wxﬂ e private donations are rising, tliey still do.not meét the -

d.’ institutions cannot: possible absorb: the greater share of thtse cBeta.
‘Conpequently, parents and students must shoulder the burden of théée educationa) -
. nses. i o - 3 o . B . et - »,'_.v K v A .
u&l ; hnﬁ infiation has in many casee wiped out long-term savings plans of parents . ° i
“for '.g ‘college. e’tlue:&ion of their children. High interest rates and tight mbney . ::- "
.preclude adequate stullent loan programs. I have literally hundreds of letters inmy =~ -
files from ‘students and parents complainirig that they will not be ‘able to continue "
their education without the beneit ol a0 M e eing fogt i roniy I that .
| experience igptrue out the Nation. The m g ning in ity e
_tionaleostsmsgsu-h}ﬂingabovethenormal;' creases in gh 'dflivtlyng.iindr_‘-j_-' .
N ‘than the avérage wage earner’s salary.” '. =~ = ovW o L oG
. In the Semate, I have introduce® S. 96 which gives a tax credit to middle-American .. ' '

families caught in the fiiancial vise of h.igllx]er education costs, by partially reimburs-

ing them for the cost of providing their ¢hi dren with an education at a-trade’school. . . - .
-or college.-This .measire’ giyes-the' middle-income family a tax break. It helpé'the =~ . . -
_»Kal:ht against the rising cost of education. It helps get the economy moving* again. el
~.The. plan grovidega tax credit of up tg $325 for part of the expenses incurred for & v
3 ent’s tuition, books, and equipment. What that means is that each year you ~ . -
" subtract from the amug; of taxes {;u owe .the Fedéral Goverment up to $3256 far =~ .- -
each child’s higher edication. In' the case of a-taxpayer- with anu%usted groes. |
‘income exceeding $25,000, the credit is reduced on a pro rata basis. It applies to" "~ . .
public universitiea. It applies to private colleges. And it appliesto trade schools and. "~ “.°
-technical education costs. . . S S, Y e

. "'To those' who would e that such a plan d cut the Federal budget as -

. 'anot;ser expenditure, I' would suggest to them: thaty is an investment we cannot -
- affor ﬂi) ignore. A]tfxongh‘wg have over.8 million people;enrolled in instutitions of

-higher’ eamu‘xlf.at ‘this present minuté there are literally hundreds of thousands = .
more who would like to ‘80 'engaged but are financially mudod. Certainly the « * 7.,
- likelihood of 8 young man er woman attend.i.ngicollege is ly related to-family - = -
“income. O the other hand,-when the family is faced with the prospect of spending in -
excess of $15,000 for a &yea;'edgcétjqn‘tg_er cx d, it isum'eaﬁatic to'imagine that a
; .the

;- population: can continue to majgtajn’ ring fihancial burden for college
oduution. S T SR

"’ PREPARED STATEMENT OF KENNETH SHAW, PresivENT, _‘Souﬁxtnuhﬁ&h UNivERstTY
> . . i _AT Enww L I . .

. *-Honorable Members-of the fask force, while expredsing my appretiation for.thig... - -
;- chance to-share my.ideas on complex and controversial issues you are addressing, 1~ -~ .

" want to.indicate nng understanding of the intensé timé pressurés under which you
" "are all gperating. The brevity of my remaz_ks.will'_t:yw demonstrate this; I know you
- will recjprocate by realizing that there is a great eal’ more to say on the subject of -
-College, Tuition Tax Credjt than T will vglnnwer.thiq,momingu oS

. %

. L
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.» Formerly there was a‘common&a'ee distinction between formal schooling and what

L X the “aschool of hard knocks,”- the hard world of day-to-day adult éxper-
ience. At present, that difference is 8o blurred as to be meaningless. In fact, were in

.. @ negative frafne of mind, I would contend-that recent developments have brought so

: wl::rd knocks to the situation of higher education and those we serve that the .

wY world .outside the ivory tower is coparatively a bed of roses.

». . However, my view'is‘that _wer{ave all learned some yaluable lessons from recent -

.7 . experiefice, on which we can establish some policy priorities for both the long and -

the, short range, along with some safeguards to~prevent the deterioration of recent.

improvements and the dilution of possible devices for future relief. More and miore, -

.. we have witnessed a ening of the interrelationships between tRe practical
- world: of 'work, formal earch and leafning at.campuses both public.and private, -
"~ and an emerging iition that the timé of retirément can be .used for fuller
.. humane development. otion of college as a benhign concentration camp at which

e

- the rite ‘of passage from adolescence to responsiblé adulthood is actomphshed with °
~*+the acquisition. of career skills combined with’the sowing of wild ,oats.is-shg;:g

. obsolete: We must recogriize that any citizen of value. to the society of the futut® -
i -must,mtlixuéthe.proceu of education: as a lifetimé commitment: .,
- This -impliee® an overriding national interest in.the .purfuring of our present

' -education ‘résourees, along .with a.basic policy of maximum feasible access of all - .-

+ * citizgns'to ‘theee resources. This must.be. regarded as a pu ic good-to be encouraged - -

.with both - cy. and prudence. Right now, we are confrontéd by the emergent.” .

. recognition . that thé;_embhasis of the sixties in. creating access for low-incolme '

mingrities "has-produced an intense squeeze on the niddle class: What is properly '
% . -construed as a right for the poor, and remains the privilege of the rich, has become °
a thecruslu’& ¢ross of the middle class. The triie backbone of. a-h -society is  *
bpbommgﬁoreand more discouraged from strengthamnti‘fs brains and,expanding; - .
2., s, cits hefiit. It you do not;discovér proper.incentives for this ‘great spectrum of our” -

§ constituents, our Nation will be-facing a human erergy crisis far more_
' dangerfus,.&fuel; and unjust than the one dominating the _.héagﬂes‘f ight now. '
“In sortjng through the several incentive proposals qurrently before you, let me ask
- you.to keep the following in mind. .. . .- S e T
- (1) In the present:generation,, there is a “sibling squeeze’ .wherein’ familids are -
. . being confronted with two, and sometimes three, studenth seeking a higher education ~ -
-~ at:the same time. For these families, immediate. relief is needed, egpecially if the: -
' integrity of this root institution is pot tp be torn by ‘Solomon-like decisions by parents’
' " as to how limited resources are ta be apportioned. Tax credits, I submit, are one good . .
el w',ag),to'attack this situation. .. v e T e e e
»-, - (&) The programs in place-for lower income minorities must not be lost ift the .
-~ - "-ghuffle. They. represent a recognition of mgustwe and social imbalance which is still’ "
. - far -from. being redressed. A heavy body of evidence indicates that-high tuition And
.o, . fee costs have a sericusly dépressing effect on all enrollments, thus'weakening our . v
% i schools institutionally and'creating in effect a policy of dxseouragmg all our citizens
.  from improving themselves educationally. There is no room for “trade-off’ here. - -
. ) &s‘ér attention .must be' paid to the so-called “part-time” student, who is-
‘& positive social contribution as well as improving skills and appreciation at-
.- .the gdcrifice of available leisure time. The median of the student body at
- 'Sguthern Illinois University is -approaching 25; all indications point to this as a
ua(l;i)on:lny trend with lt mise for the ufgttuhr: saf to" vent
Any. program’ of relief or incentive m ve.safeguards to prevent existil
‘= ¢ institutions from simply using the increased benefits to further increase tuitions ans .
, . relieve-present budgetary stringencies: In this tase, no one would profit but harriede
*’.. . adminjstrators and.those who would renege local and State -obligations,’ as well as -
- the massive support 'we are going to continue to require from the private sector. -
-~ “You have no simple task before you. However, a prudent and generous program of
tax incentives could be an extremely valuable device. As you go about your delibera-
tions, let me trge that you support any.sttions you take with an intensive and _ .
exhaustive study of the fiscal implications of the program by the General Accounting. ~
. gmee. Our present situation is fraught with problems and pi t with ﬂ i
" _Not only is the future of education in your hands, but the very keel—and wheel—of
. our ship of state, which is embarkirig on the third century of our great hational -

-~
"
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qu 11, 1977.

&Hox PAUL SmoN.

Chauman, Subcommittee on Thx E:pendttums, G’ouernment Orgaruzatxon, and Regu
- lations, Washington, D.C. . N

“DrAR Rxnmum SmoN The Board ‘members of the Great . Lakes Coll :gles

'A-ocmﬁon rt the Congressional interest in the nation's
. income families.. l,?etlern.lsl:udentﬁnancmlmd;ﬁ'ogﬂuna oangmm
;etorofthe population. At various times tax credits have been pmposedasa device

provide appropriate relief. We have not taken a formal position as a'Board .with.

“relation - to. tax .credits. . However. we do recommend that, if such legislation is
‘cotisidered that the tang'éredit be fociused on those taxpayers making a sizable
%ommtmon to postsecondary education expenditures in particular tax year and

whooem preseqtly exclude them from existing st dzntmdp . Atax

+credit on this model would assist nts with several children enrolled simulta-
‘ineously in staté institutions as well as those paying the higher price of; an indepen-
dent ‘college and university edueatxon

-'We submit that a tax credit to aid middle income families in meeting the expehses .
af educating their dependents should require a contribution from the taxpayer before -

the’ prqvinon to operate. For instance, a family might bhe expected to ten
sf f income for postsecondary education expenaes before %

.

have the o
and Supphmental Educatlon Opportumty Granta now suppoﬂ:s degendents © .

from thannualmeomuofu to $15;000. Thetaxcnedl
ko i i P

Fxample: A famil o e e 33,000, infloollg nsed-and
one X r. year infco and ;.
w:mneniwmeofs O‘t’)ﬁ 'notmmpre i qualify’ mmf from -5
?r'most::tate-éxt- %%ll X th : ﬂ{(’)]m thef ly would ™.
'qualify for a: LI e.famll
‘would he.earned. ~Thos *families wuiz substantially Higher meomea would

credit
; m&q no_tax &redjt unless they’ were educatmq several children simultanegusly. -

B in "this.form: would be worth loring as an'additional elsment. in &
. federal pohcylfo pr&nota aee:es to appmpnaexppogtaeog . r

‘ T Taos E. Winzuan,
Chamnan. Gnaat Lakea Collega Assocumon.

»

. o mS'rAnorwaYon.x

'mrnon uul:r 8 uﬁqnm

ltlsmy leasuretohavethxso rtumtywoﬂ‘ertentlmon to the
-6n-'the gudget in supgorﬁl:f!rﬁ
t

ud- to be a cosponsor o vitally xmpqrtant measure, and am

, “most unfortunnbe ‘that " sharply costs in "education have made’ the
. w”u}i .vﬂhwall hyed idespread difficulty, in
grap :ieu- wi
‘or - have' their- pend ts_attend,, private schools and ﬁh Maqy
Ameneans faced with a ﬁ:gﬂ iron¥ mtﬁrgspect to education. Their. t::" dollars

these parents’and t.a;pa ers look for the financial' means to
to g achool ir cbowe in-the- pnvabe secmr. the

relief is not avai le to them.r

to meet- tmtxon

; Pil:nun S'Mnm&- orHoN Muuo Bu\ocx. A vammnm N Conon:ss qu Vo
4

6128, the Tuition. Béhef Act of
‘that|your committee has. aﬁ'orded me this’ occasion to discuss the ments Of‘-z.

a vurtual Juxury for thousands of Amen--
%npubhc education, evén though’ their-clildren are not attending .. -
»nr -their

-i designed to. de'the-fai eededmmtan forth
.,..&.mng:., S st

ndnry education regardleaa of S
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f . Thege aids are applicable throughout the public and private ¥ucational gpectru.n,
[ encompasging all institutions charging tuition Yrom the eleméntary through the
‘ university levels. It will have partigular, but not exclusive, benefits for these wishing
.10 attend the private schoo}s and universities, This bill appears to have overcome
~ " first amendment objections in that it in no sense provides ‘traditional parochiad”,
M ‘which has been opposed in the past within the State arena. Instead, it allows the
=« individupl taxpayer to apply his benefits to tuition in the same manner used when
: zgmg eteran educational benefits.-Nor, is.the sugfeated* efit far different from
ucti r charitable contributions. Significantly. thew, as here, the taxpayer
. obtains his help from the withholding of his own tax funds. I find it_especially
appeali t}g& ;his-approa&f’dod,not,_-enla;?e the Federal bureaucracy.
.. 1 commep@ the .sponsor of this meaningful legislation, my good friend and col- ™\
league frofn New: York, Congressman Delaney, for hi deteri:giou'and pairstaking - .
- efforts throughout his long and memorable congressional” gn behalf of .
educptionial opportunities for all Americans. I support his,viewpeins that this bill
.- repredlents not only simple tax justice, but also sound economic sense over the long
- . run Yor'the country. I ar&lﬁud the initiative and work of this.committee in their
T \,gtg’dl'y and evaluation of this notable niegsure. I am confident that my colleagues'will
.-+ act favorably on this bill this year so that, equitable aid. to education can become a ~
~reality. for our people as soon as roesible._ , : s,
1143+ We can be mindful that this legislation was given very serious consideration by the .
-, = last Congrees. An educational tax credit the Senate and went as far as
.. Conference Committee., HR. 6128 is. well-balanced, confaiping sensibla and.well- .
. thought-out limitations as;:to amounts and dependents. It is “family oriented” in
..~ ‘concept., This: legislation.’enjoys wide bi-partisan support. within® Congress. It ‘is
. strongly: supported "by ¢oinmynity ;and rellgiqus groups, as ‘well ' a8 many ‘in ‘the - ;
.. 'educational community. Mémbersg of my ‘own constituency continue to inundate my~”
- «office with letters of aupﬁort. e Y X R .
"t As am F of the House Education and Labor Committee, I d4m. especially

¢

- ' ipportive 6Bthis: measure: Our committeg provides: the. necegsa ary - funds for édyca~. :
_tion prograghs from the’ elementary 'to the postsecondary level. In this regard, %}nﬁ )
. * legislation 18 highly com lementa;a" 10 these effortsto provide the opportunity for . .
" -~ mare children ta benefit from an education. I fully interid’to é6ntinuermy support of
RO thi!b:?slatiom;untﬂ it achieves final cqngressional actiphr—i=xy . . b - T -
+. = -1 believe there ‘is. nothing more essential to th -of \our® country than .
" _education. It is the foundation' of development, a béSis for quality standards, and a -
-« . -vital means gsft:gwa;d mobility for our. porulace.,Also, we must remember that\this;
- - Nation'was ¢ lished an the ‘principle of equal opportunity for all. And 'this
apply. to education. I say the time for tuition relief is now! . .

bt prypaRED ‘STATEMENT oF KARL ROVE, CHAIRMAN, COLLEGE REPUBLICAN NATIO)
AT . COMMITTEE . ¢ o
o . ' “ L @
_ _ Tuition fax credity are the best way of allowing, parents and, college stu
" ‘finance their own edueations, prevent expensive administrative costs, and 1
studént. desires on.campus. LT : o LB _
<, "“As chairman f the College Republican National Committee, the Nation's | rge%
student political action- organization, with over 1,000 chapters and. -over '100,000.
" members acroes the Nation, | endorse student tuition tax creditg. We are pleased to -
., ‘support the 1976 Republican platform in.this area. T ex o
I~ You've seen enough statistics in previous testimony about the costs of various’
" progrims and the increasing costs faced by. college students. Allow mie to get away
_, from thege and cover something I'm familiar with after traveling to some 100
i gmpﬁm in“the past 2 years: the imood f college stidents, apd what types of aid -
: esire. -~ | ' S R AP Y
irst, credits would reduce Federal harassment ¥f’stidénts in two ways. Any
. tax money the Federal Goyernment returns to-studemts’ iow has strings attached to
. . it. Long strings: Title IX Rrograms, affirmative action employment programs and ~
- g:l}er regulations and ‘paperwork colleges must ¢éomply with before: a student can be
?her harassment is the embarassing steps students must go through to'get

L -

L

A"_ _ '-any ” Students and their parents must fill out a “‘Parents’ Confidential State-
~ ment® and possibly other forms ia order to qualify. And I'm still convinced the onl,
«+ . . way you pjave need with, such applications)‘s to send.it in postage duel n




Mgny ltudente axe reluctant to participate: in reeent programq becahse'of thxs
hermment. A program of tax credits wouldn't suﬂ‘er from this problem.-
. Second, college students want to*be dble to make their own choices. 'I‘oodln
/times, their choice is determined not so much by the amount of financ
‘ available or the qual:zl of an institution, or how it matches their educational neeas
; 'but,rather by the ty of ﬁnancml md admmlstretlon at-a particular college or

- ’l‘ax credits w:ll leave the money in the studenits’ hands to make their own
. decisions. ' Unfortunately, some officials seem to a Sproech this question- as if the
. .'GoVemmeht were entjtled to every tax dollar instead of having to justify*every need.
: think students want to be independent. Sure, they mayRell you as rents :
w want you to foot the entire bill, bul: .most feel g'mlty accep such ax A
- ' feel guilty taking tax dollars in the form of Federal ral assistance from their own peers T
~''who are out working instead of going tKcollege. - o
: A.llowmg thesg students to l& more of.their own fipanclal resources to attend
would help both their respect and their pocketbooks. g
,;- financial squeeze on middle-ificome students ‘makes tax @ | o
credm a real need, sugggest we need them whether or not those economic conditions - * . -
-exist. credits elumnate administrative costs—and provide resl tax” -
- relief to, mxddle-moome families. Some would sumt they don’t, provide enough v
relief—but tHis is- & question of specifics rather principles. -
-, - Some also say the tax structure is an inappropriate vehicle to ptov:de eoorlouuc .
-“relief 'to- etudents and their famxhee or increased college ‘costs. .
.-, Under an deal system-—I would agree. Ideally, the tax system should be)xeutral as"
. far as any. markeb or social policy is.concerned. But it's not, and there's no indication .- .
theCartereﬁmmnetretmn wants to change that. If the tax system is going to be used -~ - S
a8 a policy tool, it should be used to encourage groups such as students from mlddle e
- income. falmlul: who eunply want to provlde for. themselves without: tak;.ng Treow

T

ment hand: : ,

bay.ta.x credxts for postsecOndary educatxon costs. undermme the whole array’. o .
of 5h;d6nt ﬁnancml &id programs created by Congrem grants,’ work/study programs, RO
R is a quutlon epecrﬁc ropoeals can” answer. but tax credits shouldn't be the S
mG  of financial rehef provides for middlevincome-students and their A
F.families. For ihstance, the “Higher Edutation Trust Fund”’ idea advanced by Con-_ .
. gre ton: Fish has real potential, as does the removal. of the .
i _'tatxo&on students recemng ebcm.l secunty benéﬁte because their parents dled ,

l'- Y So eeuggeet eguaran. teedifudent loan program is | moeta propriate vehicle.
m ts from middle-income" famﬁles. TestimOny "in the Cbngressional
. Reamrlxte }l;n Apnl in

dicated the had failed. The GSL prog'nml simply |
ltuden adhm' nu::_fblere ‘of mf :l eo:ie ?tugtelntf—-m fact, bx:xdale-mleome KIS
e advahtage of loan in.only slig numbers than lower . 4
" income ‘Btudents. Because of thgm shortage, and arge;se of administrative - ’\) o
” hassles, shudents and banks are discouraged from participati &
‘Jupt a8 most other forms of credit allocetnon fail, so doee F eral mtervent:on in
"'the-area. of student- loans.
- Begides, -these feople seem to be s ting mnddle~mq)me studente should either_ . -
niortgagethe for years, or wor foryeqrsmordertobeabletoattendeollege{r R
- While' groups reeexve more. aid with less gereonal qffort. Many students ask, e
”"Why ld one group be entitled only, to loans” (and in some cases not even that).
-while others are entitled to direct’ ts. 1 thmk there’s a question of equity here=o,
ion for which, tax credits would provide a sim le. fair answer. At present, lower '
meltudentlreeewemorethaptwweanmuch grant programs as do middle-
*income. ents. The middle:class bear‘the burden of the taxes, but their chxldren
get the sho end of: the stick in terms of assistance with tuition. Lo
Perhape brings-us" to “basic conflict—pointed out b the rathgr cunous‘_ Ce
its—that inore than 31 billion is “lost” through = -~ * -
subsidigs. This is a simple question of seman- o
. Rather the studenta and taxpayers-gain it back. ™.
ments onm%e?m are the same disagreements on taxes_ - e

hcene. ‘and in fact, most Wymericans, would say taxpayers deserveto .
eammge. Others would gay the Govemment is. entltled to a larger e
tizen's income, '

’ d to 0od of th favors the .
a Wkw bem’?md uggugths;?emdim; ;ﬁ?&"ﬁ&“ﬁ 1:‘;:;;]:068 RN,

-
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- I'm mcludms with this’ teetxmony some of the petmons our organ izatjon cu-culated
all over the Nation -asking for faify tredtment for middle-income s ents 1 hope
aS e
B ..\ . ’*

OQngress can provide this wnth . credxts .

’ "I'he petmons referred to may be found in commlttee ﬁles ) :
[Whereupon, at 12 p.m., the task force was adjournQJ\}\
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