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"ABSTRACT )
In the 1980 elec*ion year, Cnaress is likely to
provide taxpayers with some form of *ax savings, and obrervers
predict that legislntors wlll beain efforts to modify the Internal
kevenue Code to)provide more equity, gqather more revenues, and serve
a number of other purposes that y!ll affect ¢ he higher educatior
community, particularly, Kigher educa*ion ine+tituticns will seek to
preserve and broaden the provision that allows charitable '@ °
contributions to collegeg and uriversities to be deducted in
calculating a donor's incore *¥x. In addition, they have a strong
interest in maintainirqg *he tax-exempt status of scholarships ani
fellowshipe (Section 117). mui¥ion remission, presently regarded as
~-tax-exeapt, may be ¥ulnerable durina *he tax review process. The -
. concept of tax expenditures is fundamental to +he arguments on tax
‘refdrm.:Legislativ hirtory, Qultuﬁg}Jvalues, and current politics
argue against any lesxle refgrn,of the tax' ccde, and yet ptecemeal
efforts to alter the code have been made and .will contirue. The
higher education community.views these efforts wi+h concern, but has °
. a powerfyl ally in other spedial “interest groups, particularly in the
nonprofit sector, tha+ are also intetested in‘encouragement of )
charitable givings AutlorvysusPy - .0 8 . ' v
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: -TAXATION EQUITY AND PO ITICS o
IGHER EDUCATION

In this electiop year, Congress s likely to provide taxpayers
with some form of tax savings”In 1981, Congressional observers
predict that legislators will begin efforts to modify the Intérnal
Revenue Code to provide more equity, gather more revenues,
and serve a number of other purposes.

These activities will affect the higher education community
As financially-pressed organizations, higher edugatlon institu-
tions have a considerable stake in retaiming and building upon
the present provisions in the tax code that work for therr finan-
aal well-being Most particularly, they seek to preserve and
broaden the provision that allows charitable contributions to
colleges and universities to be deguéted in calculating a donaor’s

higher educ ation philanthropy

In addition, colleges and ur?‘orsntws have a strong interest in
maintaining the tax exempt status of scholarships and fellow:
shu)s (Section 117} Tuition remission, presently regarded as tax-
exempt. may be vulnerable durning the tax review process

Whenever Congress logks at the tax code. colleges and un
versities are keen observecs of and active participants in the dis
cussions and are deeply concerned about what changes are
made Dunng thisyvear and next. the ssues cted above - the
fate of the chantgble deduction, treatment ot tution remfssion,
dnd treatment gffellowships and scholarships - will go betord
Congeess This Research Curents examines cucrent views on tax
cation and how they influence these 1ssues, and particularly argu
ments the higher education community presents to tucther ats
needs through the tax code <
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Reviewing the Internal™Revenue-Code

Taxation 1s for most taxpayers, inevitable and unweldome
Yet the unpopular work cathied on by the bulk of the federal
tax systern provides its own counterpomt — the appealing
prospect of tax relief With substantial taxation the general
rle for all society, pfovesions that spare partic ular Citizens
rand organizations from taxation are highly grized (Kirkwood.
andk Mundel 1975 1 142)
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These provisions, so dear to the taxpayer, arouse strong feelings
- and foster lobbymg etforts whenever thy prospect of changing

the Internal Revenye Codeyocclrs

Since the Tate 1960, the most signif
visions comes from o theory on taxatie
that tredts income-tax deductions as -

»

mt thieat to these pro
and the federal budget
Ax expenditures ” Devel
oped by Stanley S Surigy. Q\wn Asspthnt Secretary of lh(-" Treas

Research Currents 1s ;m-p.m-rl by the BRRT Cleaninghouse on
Higher Fducation, The Ceorge WashingtogUinaersity, Washing
ton, [ C The matenal n this publication wis prepared pursiant
to a contrac t with the National Institute of Eucation, U S De
partment of Health, Fducation and Weltare [Contractors under
taking such progects under governiment spgsorship are encour
aged to express freely thew judgment in professaonal and techm
calynatters Poor to publication. the manuscbipt wasyssubmitted
to the American Assoc iation for Higher Fduchtion for crtical
review and determmation of professional coghpetence This pub,
lication has met such standareds Ponty offiew or opinion, how-
ever, do not necessarily represent the ofticial view gr gpimions of
‘ either AAHE or the National Institute’dt £ duc ation ,

Copies of Research Currents may be ortlered for 408 each
from’the Publrt ations Department. Amesican Associdtion for
Higher Education, One Pupont Cirt le, Suite 780, Washington,
D.C. 20036. Payment must accompany all orders under $16
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income tax They argue that this behefit is a.major incentive for =

- ‘\
ury for Tax Policy, thjs concept underlies efforts to modify or
make major reforms in the Internal Revenue Code.

Basically, the tax expenditure concept looks at the totdlity of
revenue produced in this country for personal use. First, It
postulates an ideal income-tax structure in which ttion is

N Ievue(j oh net income, Which 1s “the best approximate measure
of ability to pay” (National Association of Independent Colleges
and Universities et al 1978, p 3)* Net income is the income re-
maining after certain “income-defining” deductions are subtract-
ed from gross income These déductions are generally limited
$0-expenses necessary for earning or producing income, such as
travel expenses or unifofm purchases Any other deductions
from gross income, e.g Socral Sécunty taxes, state and local
nonbusiness taxes, and charitable gifts, répresent a departure
from the 1deal income-tax structure/ their justification lies else-
where, in the need to meet certain spcial or economic objec-
tives But under the tax expenditure theory, these deductions -
are considered revenue lost to the federal government ** < __

Second, the tax expenditure concept holtds that these depgr-
tures from the ideal tax system must be accounted for irf the .
budg('tdry process when total federal expvndltures are consic®

* v ered Since deductions sanctioned by Comgress reduce federal -

ove-nuos so the argument goes, they are lndlrect spending pro-
granmy, und thereforé theyinfluence puhh(k policy and should be
ncluded in the federal budget
Until 1968! only_thow expenthitures diroftly approved Hy Con-
gress through the appropriations process were includeg in the
tederal budget But since then, the federal government has
gradually adopted the tax-expenditure approach The Depart-
nment of the Treastiry has published a “Tax | xpenditure Budget”
,oince 1968, and. underrthe Budget Act hLl&?N,‘tho federal bud-
get hists certanr tax expenditures and estimates ot the revenue
they would generateTtt collec ted -
Despute ats pervasive influence, the t axvxp(-ndltu‘e\ coneept 1s
not without its dissenters Some ¢ ommentators argue that this
concept subverts the ndnnn S funddnwnt.il behef in the nght to

\

prw(m' property : T
i T r——

[1h advocates] are imphignily asserting that all mcome covered
hy the general proy, of the tax laws belongs of right to
the government. what the government decides. by ex-
emption or qhals on. not 10 collect m taxes constitules a
subudy (Knstol 1974 p 15 Emphasis 1n ongmal)

Furlh)rm(m' they ((mt\pd that the tax oxpondltun' concept
15 inappropriate when applied to the chantable deduction be-
" cause ats theory of “income defimition” goes agaigst histonic al

tradtiorr and cultural values

at the core of the only definition of income that has the
benefit of consensus, tRere 18 a concept of consumption
[whichj (mtamlv consists of what one spends on fopd., shelter
. and clothing, what one saves to pass on to heirs But
200 vears of religious. philosophical and ethical views sug
. gest that what one gives to charity can properly be viewed
differently (Filer 1975 p 110t iting Bigtker)

From a practical perspective, the develgpment hd general
acceptance of a “Bax Fxpenditure Budget” subjects the per
mitted deductions to continual scru

n fact, current efforts
14
legsslation tllustrage just how the tax expendt
. .
fure concept makes vulnvrdhle-qd dlictions that are of interest

tax expenditure’” 18 based on the NAIVU“

ror (-x.nnplc- n 1‘)7,2 the ('shvn.n’,-fl tax expenditure, or revenue thv
overnment did not receve. fot all of edue ation was $275 matlion (Kirk

v to pasy Usunset”

- .

* Theyllowinig explanation of -
discussion

.

wood and Muntlel 1975) Lo
) . ‘
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to higher education. Supset legislation would require Congress
to review and to decidd whether to continually modify or ter--
minate programs. If Congress failed to affirmatively reauthorize
their continuange, the*programs would automatically terminate
or suffer othe[ penaltles Several bills now before the House in-
clude “tax expendltures in the same category as federal pro-
grams, thereby making them candidates for modification or ter-
mination For example, H.R. 5858, sponsored by Congressman
Gillis Long, preposes to “establish a procedure for the periodic
sunset review of Federal programs and tax expenditures by the
Congress (p 2, emphasis added ) If enacted, such legislation ¢

~ would threaten the termination of deductions for charitable fiv-

ing and scholarships Equally important, it would create con- .
Siderable problems for college and university fund-raising drives
the possible expiration of deductions<advantageous to charita-

" ble giving might slow amd possibly reduce contributions because

o

of the difficalties involved in estate planning The testator
would be uncertain about the net cost oF hantable giving and -
the net amount of estate {dx liability These=problems may sur-
face several years before the end of a reauthonzation cycle ,
(Boskm 1979)

Sectlon 501 (c) (3) "

Most discussions on tax policy and higher educ ation enter.
around Sagtion 50T (¢) (3) of the Ipternal Revenue Code Ques
tions of pohitics, equity, and finace All copmetinto play in the e
debdtes Supporters of this section argue that the deductions |t
grants are extremely helpful in continuing the financial well-
being of colleges and unversitios, both public ‘mﬂi private
Caitics contend that it provides unfair tax’ “advantages to the
wealthy gt the expepse of other citizens and that it resuf?s in
revenue lost to the federal government that should be usee n
government appraved programs (the Jot expenditure argument)

This discugsion describes the basie workings of Sec tion >()1
() (3), its beneTits to cotheges and umversities and the upC omm;,
debates.on “above the hne™ legislation for ¢hantable contribu
tons ’

-

How It W ()rks

Section 01 nacted 1907, \m;,lm out certain orgamzations
for \punl tax tredatment Section 5071 (afsxempts from federal
mncome tax thowe OLgAm 7z ations (Ie-\r nbed in Section 01 {0 (3)
which include “Corporations, and any cominumity chest fund
or foundation, orgapized and Sperated exclisnely tor religions
chanitable scientfsc literary or educ ational purposes . o
part of the net carmmngs.of whie b nares vy 1t
prlv;lt' shareholderor mdwvidual— Other se? tionSot thedntermal

Revenue Code elevate the imporianc e of Secton 301 101y they

Chenefit ot any

provide that such cepanzations are eligihle 1o g e gifts and
bequests that are deduc tible in camputing the e ome it andd
estate tax ’IJ/)I/HV"\.U’ the tonors (Persons ot al 1977 p 1904
emphasis added) ) ’

€£ven the Dresent tax st ture thn watern ot (h'llll(’hr)n\
provrcdes substantial tax .I(IV(In(.lW s 16 those i the highest
come hrackets and prn;rrmxwt-lv dumm\hm;‘ returns tao other in
come-classes Fowexample '

If a person in the 70 percent bracket gives a sum of money
he s able to deduct that sum of inoney from his tax base
and 1n effect he s only giving 0percent whereas when o
person in the 14 percent bracket grves ¢ sunt of modey he 18
gving 86 percent (1o put 1t dhfferentlye it o $ 200000 per
son gives 10 percent of huwm ome to #hapty it really COsts
the government $14.000 to get $6.000 out of that person

It a $12.000 person ghves 10 percent of s income to hanty.
it costs the government $324 to get $876 from this person
The chartable deduction works st ugade down (Filer 19765
p 109, quoting Surrey) . ' *

Financial Benefits N

Despite the apparent nequity in this system of chphtable dis
ductions, the htghw education commumity supports its conting
ancé bec ause it pmvnd(*s colleges, and umversities with impor -
tant (hannols of financial support Advoc ates of the present sys
tem alsp argue that first, the nequites fie in the progressive wdx

A i

« N\

rate rather than the system of deductions; and, second, money
given to charity is not-used for personal consumption, and
therefore, should-not be sublec‘t to taxation {Filer 1975). Fihally,
they contend that if the present system did not éxist, substqnt«al
contributions to colleges and universities would be lost. They

charge that the tax breaks under the preseqt system provide a

major incentive for large gifts.

Records of contributions to colleges and upiversities appey
to bear this oyt These show that a disproportionate share of -
gifts to |nstatutlonrfomes from a very small segment of the'

population In 1973-74, for example, large gifts, identified as -
(ontnbutlon\s over $5,000, represented 0.44 percent of all giving,
but produced 70.84 percent of all voluntary support td colleges
and unwversities {Levi and ‘Stelnbxh 1975). Moreover, a substan-
tial proportion of these, gifts evidently are designed to use the
tax advantage provided:for donations to 501 (c) (3) organizations.
Taxes on estates, appreciated securities, real estate, and other
property may be.reduced by donating cash or these instruments
to an institution In 197374, 98 percent of all larg 6 gifts were in

¢ form of bequests, and 41 percent of these wére in securities,
reajestate, and other property (Levt and Steinbach 1975),
.

4

wetheLine” Legls/d.tlon'

axpayers who do not itemise but tdkl(' the standard deduc-
non instead canmet take advaritage of deductions fot ¢ haritable
gIving Since 1968, this group of taxpavers has grown substan-
tially, from 52 pergent of all taxpayers in 1970 to 77 percent in
1498 (National Assoctation ot Independent 1978b) Some
ahalysts argue that this erosion of the standard deduction has
reduced the incentive for ¢ haritable giving, they estimate that
in 1977 alone, ¢ts {0 chanty would, have been $1,375 hilllon
more if the standard deduction hd(L not increased singe 1970)
(NAI( 11 1978h) ,

Faced with this financial ditemma, chantable organiz ations
strongly” support ~above thelline” (lx'|('gl\|¢;tl()ll that would T5ro-
vide special incentives for charitable giving " Such legislation s
now pe'n(‘lmg betore Congresh (HR 1785 and S 219) 1y would
permit nonitemzing taxpayers a degduction for cCharedble con-

.‘mbntum\ much as they aré now® alfowed to credit suc hex

penses as child care. ahmonysind moving .

There are several objections and (nuntvrpn)plmdl'\ to this
leys ;,nlatum that maked 1ty passage uncertain birst, opponents
“argue that this additional deduction will the federal treas
uey too much  between $2 t %3 bnlhion m\m( ates pomt out
“this Toss will Bee Offel Dy geeally i reased revenues to the .
d}.ml.lhl(- sector -chanties will gan about $145 10 $1 30 for

cach dolde lost $o the Treasury (United Way 19749) Seeond,

. other groups support the general concept of enfian ing <harita

ble giving but preter tax credit legislation, whach would provide
A 30 percent ¢redit tor chantable contnibutions They ¢ harge© =
that the  abave the hne  proposition peepgtrastes an already in
equitable syatem ot deductions that give greater benefits to
thiyse: in higher income brackets LA™ reghit plan would give
each taxpayer the sameincentive for pving (Bothwell 1978)

Advor ates ot the deduction approach espond that tax «redits

o would substantially reduce the prving of those in the higher n

come brackets for example a 17 gerce nt reduc ion in aving to
educ a®onal instiutions wegaled result o o 30 percent credit were
mtraduced (National AssdCration of Independent 1979)

“ . .

Section 117 > '\

Seltion 117 of the Internal Revenif Cade prese nts tax prob
ferns of uanque interest to the hwhw educ .mnn community, be
Cause il refulages college and unvictraity scholarships and fellow
ships Sec g 1]7‘4-)(( ludes from gross incongany felleawships
or scholarships. however the excluston (Inﬂ*

it apply to

that portion 4)1 an amount rec eived which represents payment
for teaching, resedrch or ather servie es m the nature of part
tme ernployment required as &' condition to rec eiving the
scholarship or fellowship gront Hpwever, this limitation does
not apply where teaching. research or other setvices are re
quired of all candidates for a particular (I(-grm- E I
diion tu rec ewving fag degree Mb})kms 1935, p 55)

¥

o * . i
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The Section 117 exemption has stirred continuous controversy
‘because it does ngp-earefully define “fellowship” and “scholar-
ship”; tHat is, it does not address the many cases where an edy-
cational institution grants a fellqwship to a student for render-
ing services to the institution tha e same time, further his
own learning and enable him to rogram requirements
Section 117's lack of specificity leaves taxpayers and, the Inter-*
nal Revenue Service in doubt over whether the payment given
15 a true fellowship or belongs to the excluded category,’ dis-
cussed above As a result, the |ntérnal Revenue Seryice, the
courts, individual taxpayers, an(yhe Congress have engaged in
case-by-case decision-making over what constitutes a bona fide
fellowship or scholarship .

This hasproven to be an mefficient and cgstly process: that
calls_for clanfication and Congressional dlrezm Two problem
-areas in particular need to be addressed ‘

Payment for services — A 1969 Supreme Court decision, Bing-
ilér v Johnson (394 U'S 741), establishes the guidelines*by which
the Internal Revenue Service judges whether a fellowship or
scholarship 1s excludable stncome Under this decision. any “fel-
lowship™ or “scholarship™ that r('qmr('s-”m:-l;f pro quo™ 1s not ex:
cludable from gross income feor taxation pdtposes “bargained
for payments, given only & a quo in return for the quid of
services rendered —whether grast, present. or future — should ot
be excludable from income as “scholarship funds (394 US at

757 5758)

A\ a fesult of this decision, the Internal Revenue Service has
followed a [x)lx y of freating any fellowship or scholarship that’
requares some work or service m return’as o guid-pro-quo’ re-
lattoretup and disallowed the Section 117 (-x(-llﬁlnn, even tor
degree candiclates .(Hr)pklr_\‘s 1975) Therre has been tonsderable
Itigation i ﬁv( tion 117 (b} (1) requires the ser
hscounted when determining tellowship sta
requited of all (Ivg{m' candidates

Many studentemployees hd\l(‘ contested the dm)lu ability ot
Bigler v Johnson tg thmr atuations Most otten, re<ident physt
c1ans and ;,m(hmtv*lnm hing fellows b s dme nnvolved m dis -

area. Siniw’

vice elerhent to

tus oif the service

putes when they “seck to exclude from their income compen

sation recewved tor canng for hospitalized panents for teaghing

llﬁ(]l'[gl.l(l(l.lll“( ollege stadents, or for dong research which

ures 1o the henefit of the gramtor”™ (€ hanges Needed 1978
In late (978 there was o fturry of activay on this. subject

aftlg the release of the General Accounting Othice s report on

tax teatment ot W\lp\ se holarships” and education related
expenses [ChangesRieedod 1978) The report proposed spe

)

\ye changes in the tax law with which the Treasary Depart
teent rlmu,u*rl For s [)‘lﬂ Treasury ottered s Hwn recom
nu-nrl.muw Congress has mktn No action on this issue but
these ;un;ms.ll\ for changes i the Taw Suggest Tuture divections |
tor Section 147 - .

Ugdes the General A counting. Office’s {GAOplan the cop
(]I'I(Iﬁ nnder why hoa tvllnwth or s halarship woald be ex
cludable from gross income wuulrl he senverely restricted II\
new Séchion 117 would not distingunsh between degree and non
degree candidates and would rr)wrim ail scholarshep and fe
fowship prants as part of, gross un'gum.l unless a grant meets,ql!
statutory requirerhents dor exclusion b xcudable grants would
be those that are (1) [i§ited to the cost ot ttution, meals, room,
travel, books and equipment. and clerical help, (2) select i
grantees on the basis of scholastic ment, ac hievement, or finan
cral need, (3) do not regquare the recment to render present or
future services as a condition tor rec c-l\,lnu the grant. (4) gﬁ) Wit
tepresent compensation for past services and (5) hawe
grantor a specifically approved orgamzation sach as Stction
501 () (3) grgamzations [('h.m;gm NewJedf 1978)

In response to these GAO prophgs<the Treasury Depart
ment e ()rthN!s‘r hdl'lgi'\ that are mach less radhcal It recog

7

-

P -

B
*tor the fiscal year ending June 1976 alone the Internal Revenue
o Service’s records show that 68 percent [or 2679 cases) of mdvidual tax
“ases contested at the district level twithin the 1RS) were concerned
with the fellowship or s holmshlp oxt lusn‘ﬂ 1ssue (( hdnm's Neegled]
1978)

.

Q

»
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. Cor ° .
nizes the considerable controversy undér Section 117, but sug:
gests that the GAO's splution, while easing administrative prob-
lems, does not promote the concept of equity (Lubick-and-
Kurtz 1978). Instead, it offers three aiternatives to the GAO
plan. First, a revised Section 117 could limit excludable income
to tuition and fees, books, and other education-related but non-
* pérsonal expenses The impact on most scholarship recipiemts
would be minimal, sincg education-related expenses account fot-
the bulk of most grants and the remainder-stQo small to be
taxed Second, Section 117 could apply to tuttion, fees, and liv-
ing expenses of degree candidigtes only This step would elimi-
nate a largé number of cases pow in qdestion Finally, Congress
could impose a limit on excludable incdme similar to that pres-
*ently in effect for nondegree candidates

o®

~

Tuition Remussion — Tumon ‘remission programs, tumon bene-
fits for children of college faculty and staff, are treated as
scholarships granted to students and are therewi exempt from
taxation under Section 117 “But sipce 1975, the Teeasury Depart-
ment has questioned the tay-exempt status of tuition-remission

)rogrdms ds_pQr{ of 1t larger investigation info the tax-exempt
status of many,fringe benefits granted-to employl-es Its effortk
to tevise treatment of tninge benefits have drawit considejable
opposition, and Congress imposed a freeze on any changes in
fringe-benetit geatment antil it could consider the issue® This
moratonum has Yecentty been extended until June 1, 1981

\ . .
The major issue » wisabher tuition remission progr’flms area ¢

fringe benetit to faculty or a scholarship to students Tuition re- -
mission programs became popular during the 1930°s when instr-
wtions provided tution tree education at the home astitution «
Men of faculty Fvertually. the concept developed into
thrfe types of tuition remission programs, which are now widely
avlable to tac ulty dargdatatf farmihies (1) tuition-remussion
5 holdrshxps at the mstituiton where the parent teaches, (2) tui
HON ex( hdnu‘ 8¢ hularshlp programs where the parent does net
teach, and (3) tuition grant seholarship programs, in which the
sponsonng nstitution issues ¢ Check in favor of the admitting
mstittion hy most cases. tihion n‘nnfm(n«pmgr(lms provide tul-
tion free education tor eligible stadents At some high cost in-
*;nt of their tuttion costs,
and the turion prant progrgm genergly (’()(h()t pay for all tu-*
ten costs (Smart 1‘*7\8! - ) - ’

\llllltl\r)ns stadents may hdw'dtn pay

«

The Treasary s cdhise usston ot how tringe benefits serve the
mn;)h)\m' \uml(l appeear to ;)I.n( Lt remIssion programs in
the tninge be et rather than the s holarship category Since
tacalty and staft salanes are generally lower than professional
salanes elsewhere Testitying before the House Comnmuttee on
Ways and ’w ans the /\w\l it Secretary of lhu lwa\ur\ﬁf(n *

Tax Polic \,tm,m-d that tnigge benefits mmay n’prvwnf T lompen
sation rec tved in ket fhat] may be qust as valuable as com
;n nsation recened it cgsh abie k 1978, p 2) Iurlhw, A tax
exernpt fonge benefit may be more “valuable than ¢ ash com
pensation to an employ eg thereby praviding the employer with
an meentive to provide tax tree benefits in lieaof cash Finally,
emplovers may pse tax free‘tringe benefits as o competitive ad
vamtage, that s emplhyees may })(KML‘UIH“ 1o accopt lgss total
cotfipensation if a portion s n tax free fnnm‘ benyRs thanif all
compesaton is cash [n effect, vn\;‘)lr)yc-vs may stay n or
move to job marké ‘tsghat offer attractive, tax free frnge bene-
fits .

The T'lwhm" ('(l(l( ot |:& « ()llllanﬂlty contests lh(- cancept that
TLILIOGN FerpIvaion Hrograms an- d fnm,v henefit rather, than a
sc hal &by progrdm /\rlvr)r ates for the present trr alnwnl note
that tustion

ernission®programs have been regarded as scholar

ship program ynce the irfcome tax was imposed The legista:

“tive history of Section 117 nddic ates that Congress ntended to

maintain this trachtion 3

.

If an edacational mstitution maintains or participates in
a plan wherehy the tuition of a child of o faculty member of
any sach mstitution 1s remitted by any other participating m
stitution U attended by such child, then®he ‘amaount of tu
tton so remtted shall be considered as a sc holarship under
this subsection (Stemnbach 1978, ;iting Lk)uu- Report 1347,

\ v

EMCA“’ Bulletin, March 1980,

A -




D o ' ’ , 1 \
Y l"l - ~ ~~ ’ .

83rd Cong. 2d Sbss,, (to éccompany_H,R, 8300) R36 (1954):
Senate Report 1622, 83rd Cgng, 2d Sess. 188 (1954)). -
In"¥ddition; guition-remission programs meet thescant criteria  ~ -
'A, provided in {éction 117 and Internal Revenu\e regulations Sec-*  ~ Higher Education IU: An Anal

“The Rote of Tax Policy in. ."

E ucation.”‘\L,iw and Contempor!g\l’r}b .

165, : . >
Idon Ellbt. Patterns of Civing to
sis of Volyntary Support of Amerkcan

tion 117 merely ‘excludes frbm gross income_any amount re- , and Universities 1973-74. WasHington, D.C. AmericanfCouncil on .
- ceived as a scholarship at an educational institution Treasury - Education (1975} HE 012 154 (RIE Mak) MF-$098; PC$2 96 ’
sulaticns defi scholarshi W "M d or alldwed * Levi, julian “Financing Educatiol and ¢he Etfect of the Tax Laws ” .
. 'eulations define a sc Qlarship,as “an amount paid or allowed | dLaw and ‘Contémporary Problems Federal Taxdbon and'Charitable - )
" to for the benefit of a student, whether an undergradduate ora . Organization\39 (Autunin 1978} 75-116 o N e
graduate, to suchy individual ipursuing his studies” (Treaspry + Lubick, Donald ¢ Statement Befdre the Task Force on Employee s
Regulation Section, 1117-Ya)) , Fringg Benef|t§, in Committee oh W ys ant Means, USN. House of
Most important, higher education officials argue that the pri- Representatiggs. Tax Treatment of F&"Ke\ Benefits. Washington, D C*
. . . * U'S Governfent Printing Office, 197 : . :
mary purpose of tuition:remission progradms is to promote the -

National Association of Independeht Colleges and Universities i‘n Co-

. L. ~ . . .
recipient’s education, rather than grant an employee benefit operaiton with the American Coyncil on Education, The Association

They note that faculty and smff salanes ate not adjusted, or

N of Governing Boards, the Counci| for Advancement and Support of .
negotiated on the basis of tmtmn\-r(-vmssu)n progrants nor s fu -bducaton A Cuide to Tax PO’iQXand Highev Education A Looseleaf
ture employment a condition for the tuttion remission _benefit +Reference Service on Tax Issues Affecting Higher Education, Febru:
(Steinbach 1978) . ) IR ary 1978a £D 153 512 MF-$098; PC$59% | -

‘ . ) ’ National Association of Independent Colleges dne Universities et al
. . ' “The Case for the Chartable Dedijction Extending Eligibility to
QObservations ¢ tvery Taxpayer A Cuide to Tax Rolicy-and Higher Education Tax - °
e — i ‘
_ ’ Studies Paper No S, August 1978b
Looking dt tax-reform ssues trom an Olympuan perspective. National Iastitute,of Independent Colleges and niversities, Research -
the New York Times (1977) editortalized * ' Oftid “The Case for thé‘('hamablf Deductiol Deduction, Not A .
The h.' C purpose of the ot t llect revi » - ’ Credit” May 2, 19794 I' : -
e putpose of the inconie tax 1s o collect revenue « Natonal Institute of Independent Collbges and Universities, in coopiera:
and that motive should donunate the winting of a new tax * ation with the American Council on' Edutation] the Association of
;‘(:’d‘; ) The };db}:'}?t u;mgtpe-rsmml T"d "””X’m:%lm.*? a Governing Boards, and the Council for Advanchment and Support of
vy B B ' he » [ » » ’ K . . . 2 y
. e o social chdlige has bacome almost arres Ble. Gov Fducaton “The Case for the Chanitgble Deduction Deduetion. Not
ernment has been taxing with one paragraph of théode. giv a Credit ™ A Guide 1o Tax Polioy and Migher Edscation Tax Studies
1R rebates with the nest, and creating mequities with every Paper No 3. June 1979b { o
".h"'“‘ L T The NeweYork Times. "How to Make Tdxes Simplg and Fair,” tditoral,
But legislative history cultaral values, and current politics argue 3,.‘,“.,.,,“,, 7.1977 ' !
Smart. €. N Russell Statement 1o the Task Force bn tmployge Fnnge
agamst any awholgsale etorm ot the tax code, yet, pecemeal Benetits. House Commattee on Ways dnd Meant September 29
efforts have heen made tolilter the ¢ode and this practice maost 1978 - v '
Jikely will ¢ gntinue \ - . Persons John P (shom. John | Jr, and'Feldman; Charles | *Critenia
. lhe hlghl'll_ educ ation conumumty views these retarm ettorts for Exemption Under Section 501 (¢} (3] 1n Ri‘_‘q;«"(ﬁh Papers Spog-
H > ) { 1
W\fh concern bec ause saime proposed (lmng«-s may gdversely \,“m{i f;’y ,Ih( :l;l\;mxwlm on Pn;;’zf F;l)n:lanlh/wn; "’:({'éu’]”" Needs
"attect the t:ni‘lw;wms avalable to them Washington education . ]:;;‘7\ yom wWashington D “l"”“"‘": o reasury.
watc hers tllwn-turv continually monitor ¢ ongressional dotinities "

Steinbach Sheldon Elliot  Tax Retorm and the Vq.lum.ny Support-of

Higher tducation  Unnersitg =of Ric hmaond Law!Review 8 (Winter

in tax areas thifl attect their spectal interests They have o pow
‘erfyl allv i other special mterest prpups, particularly i the non © Y 19741 245 299

-

Y wtor which are alsor intesested n maIntaging tax pro Stenbach Sheldon Flliot General Counsel, Amencan Council on Edu-
visions that encourage chantable gving Collectnely these caton. letter to 11 Pickle Chairman Task Force on Employee Fringe
A . Benetits Comnuttee on Ways and Means, August 29, 1978
forces may beable to bring about change n ther own selt (tu.‘u\f Wilham W Tax Status of Scholarshipy and Fellowship Grants
ntergsts . Frustration ot Legislative Purpose and Approaches 1o Obtam the Fx
cluston ('.[dr\u-d by Congress  fmory {aw Journal 25 (Spring 1976)
- 157 392 .
’ ' R , - f Wnited Way of. Amenta . Lhw.( onable (HR 1785 Moymhan Packwood
. . S 15 2}"] Fact Sheet  [1979) ’ ,
Bibliography X . ”
Andrews William 1) Personal Reductions in An Ideal 1ncome Tay o (_' .- -
Harvard Law Review 86 (Decomber 1972) KK9-185

Boskin. Michael | Some Neglected Problems With Sonset Legislation : Tz .
Testunom on R 2 Premared for the ¢ ommuttes on Rules 12§ . Loy cedecafocuments s thee nbibieggeagihny by an FD ncobee Wite
House of Representatives July 30, 1979 ‘ : ": TRIC Docament Repooduc bon Sere o HORS | (lnl!}})ullf'rlhh( 1o
Bothwell. Robert O (National ¢ omimttes for Responsive Philanihropy ) hinn '”“'”"”5”“"/ ¢ orpocation IO Rov 190 Adhngton Va ',‘.")m R
Testimony betore the Houase ( omittee on Ways and Means on The Documents wiub HE nambers are presently I i II!L)H'\'V'II by TDRS
Presscdent s Tax Propyesals and Propaved Tegstannn 1o Protsde Federal el il e :'“"""”" 1o """""'“‘ upon frublicWgiod i KResourges i i
lax Incenives to Al Taxpayers 10 Maké € bariahle Contrbations Fducanon RIEE I ordeang 112 nambers must R specitied ME s
Whether they lrenuze Dedntiians or .ato the Standard Deedue tion on cates mpcrotu he and PC denotes papec copy pdyment most acc om .
thew Income Tax Returns, April 4 107 . “ Dary orders of s than $1000° . all ocders st he i witingg .
Changes Needed In the Tax | avs Cavertung the Fxr fusion for Sc holar -

. »
. ~ '
“ships and Fellowships and the Deducnon of foh Related ducational y

Bperises Report by the Compteoller Ceneral of the Urited $ dates, @
October 31, 1978° . \ .
* Committee on Ways and Means U1 House of Representatives [Bys . ! -
cussion Draft and Report on Employee Frnnge Benetits | January 22, *
1979 ’ ' . .
The Donee Group Report anfd Ree ommendations Priyvate Philaothipy
Vital & Innovative o Passive & Inelevant? [Washington 1) (" National
Committec For Responsive Philanthropy . 1979 . ' !
SHiler. John H Giving 1n Amers d Toward A Stronger Voluhtary Sector . ,
Report of Commission on Private Philanthropy and Public Needs ‘ ~
Washington. [ ¢ 197%) '
Hopkins, Bruce R ~Sc holarships and Fellowship Grants Current Tax
Developments and.Problems ™ the Journal of College” andd Uneveraty
baw THall 1975y 5471 -
HR 1785 [Above the Line Chantable Deduction, Fisher Conable Bill)
%th € ongress st Session ’ ’
H R 5858 “‘Sunset R('vww,)(t of 1979 G6th (Congress. 1st Session, '
Nevemnber 9, 1979

-

¢ ©

-

‘ T 5 . AAME Bulletin, March 1980
. ] , ¢ . 6.
‘ERIC - . X ’ . |

Aruitoxt provided by Eic:




