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Ui .ot IL INTRODUCTION:

introduction, the paper is divided into five additional sections.'-The

educatlon in which those deliberations are taking place. Section three

‘section prgsents a few concluding thoughts about the provisiqn of. :

, L R . . . . B N
. ) _;_::-; o, . B . , . . ' .o L. . - . o
e . - D . i

e . . . - hd e *

In both'schOlarly oiréles hnd-public fOrums financialraid has f B

recently been thé focus of sd!gtantial attention. The purpqse‘of this

paper is to contribute to the ongoing deliberations.i Foliowing this'_;'
? . N

next section is, a- brief review of the setting with%n American higher

LI I - . . .

presents some initial considerations pertaining to financial aid in an

.

" era of exc'ss capacity, and the following section focuses primarily on.
-

Ehe debate over the burden families face in financing higher education. )
The fifth section contains an approach to the interaction of pricing
and financial aid which is, I believe, %?rtially new, and the final 'ﬂ;:‘.' .

',

¢ o . . . ‘ . ..

. 'financial'aid'in'the.cOming period.v'

S . . : - : ' o o
. ) | o . B . . . .
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Jho A & 7 ﬁZ;RIEF REVIEW OF THE ECONOMIC ournoox

S f FOR AMERICAN HIGHER EDUCATIONl S 3X‘;'

,é . .. . _«-. : . Lo .. . :- oo \._' ..
. N l ll‘ .'. . - )

Following an era of widespread pro?perity, the American higher :A

)

educational enterprise haa entered upon Hard times. ¢These hard times- ;

« . -

"

» : AT &

-

have ot fallen evenhandedly on the entire sectov~\and some of its-

eIEments are, eikn now, enjoying relative prospezity,.but the general o

~ level of discomfort and worry are high.
. s

War I1,. a’ dynamic splrit associated 1
-

’ s>

y
¢

o f A central ingredient of the currént. difficulty ,is the outlook for

+ .\‘ .'.'

enrollment. For roughly twenty~five years following the\end of World

’
gely with expanding enro%lment

r L]

-b‘

B was one of American high

. N 4 . , . *
. s

flirst half 'o_f -.t_he 1970s,

éducation '8 main characteristics.:

In the 3\ ‘
the boom began po;lose’its,udmentum,'and even' .
) ' o ' Tk LT

though.éggregate degree:creditﬂenroliment gagw'a‘-an annual“aVerage.

..dur ng thdseiyears'of over %?P 000 studenta there was, simultaneously, f'
e, . - . . . ) A

' {a ' eading{sense of'malais reflecting, quite realistiqally, that some

o - 1 e
,tinstitutions had algeady su fered declines-in enrollmeat,aqd-that;‘in .

N . ot Y o w ’_- - Py . . L. . O R ' .
time, others‘were also expe’ted to dp .80Q. .Throﬁghout'the 197Us some o

- - o ~

to prosper but the specter of - excess !

’ reo ~

) oy v | C
acity has been very‘mu_h of a"presence. o 0 . o L

L4

Q Although in a.larger ser{g’ fit !.sxcellent that bittha have SN :" '
"_:achieved a rate roughly consistent with ze;o growtﬂ‘fﬂ the 1ong run,-

.'thfs development is one of ;he main\causes of highe/neducatibn 8 cur- Y

. ’.'." . -\'l‘
Table l illustrates the underlying demography; one 9 _ ,}‘
'

_frent difficulties.

.ity whichr;}e inevitably som \at specu~'

guite.sterkly is—hg much smal!s; thg&k
S ff'l Iépigi.“lfyh'f ﬁl ﬂ

"/2/—* :_..': - )



\Qge~groupa associated with traditional pollege attendance will be in ._i'uh - v
[ .- . ' ..
R their troughs of the 19909 compared with their peaks in either the |

late l9709 or early 19808. :_.'\ . o ﬁ~; "f-\'~ ' ."ﬁj- hfﬁlfﬁﬁhh

o L TABLE 1% '.
.o - PEAKS AND TROUGHS FOR PARTICULAR AGE—GROUPS S Y

o ~.%. ., IN THE PERIQD 1978-2000° . . | = . —

! T o . (size in millions)[ ) N

¢ o ) o . o . A I E - b : »

Ml;§ - e L ;’:'. e
o o A, o _Trough * -~ .- Percgnt decline. C
. R ége—Group Year 'e Sike - Year . Size from_ggpk toiTroqgh

o
)

R ij' T8 v 1979 ¢ [ L R 1

- e

ST ST W1 1979: 1716 199 * 12.97 e ey

”w ot . ’ .

©o18-24 0 g8l 2. 51 1996  22.86 R - IR,

*U S. Bureau of the Census, Curreno Population Reports, . _ S
§eries P-25, No. 704, ""Projections of the Population of = '~ - . I

N o _the United States"1977 to 2050," (Washington..U s. ST

. AR Government Printing Office, 1977), various pages. _ St e

o - Lot ’ e, . . ,I." ‘ ' .. ’1 _. / ...; ~.'.
. . - : S S e SRR S

. - : o : ’ ' BT S

- »

~
‘e

N These shrinking bases of population point towards: but do not in L
' 4 o

;'themselves, guérantec that aggregate enrollment will decline. Whe er .
. o~ - . - : N
_‘such :| decline materializes depends upon the rates al which vanious ﬂ_ \y

N~ o '-groups participate in higher education.. Conceivably participatibn B

. ( . ) . e
- ~ could increase enough tQ offset the decline in the traditioﬁal COllege-’ ‘1g S

.f;u‘ f}_'. age populAtion, and in. fact for some gropps - minorities, women, and"f
T RN S~ B
older. students — rates of participation have increased noticeably in '
- @ '
e +
/ : _4ecent*years.2 However, among other groups - male 18- 21—year401ds

; D , and young people from familfes with relatngly high incomes - ratés B

K

of partdcipatidn ‘have declined i _f'.p K -{'“;,*,E;'; - _“.' e




Lo | Y ‘o Predominantly theae changes ‘reflect altei'eb} opportunities for
&' | /employment and they make itaclear that rates of participation are o
i_- 'g‘ . v

'\ S

' creasing rates will fully com'pensate for ‘thé decline in t,he college- |

¢’

_ \-age population. Highe;&education -] enrollment s'%ﬁms. a}.l but certain o

\
> - v

to decline a0 the period to come, and the decline‘ could be substant,ial

>

|The task facing admissions officers struggling to fill freshman classes

0‘

4 —

during most f the rest of the century wi be challengin to say the
9 8

/ least T e o . - -

. - _ ¥ I
o The Outhdk‘ for enrollment helps to explain why higher educa/tion

is entering a Very -diffi lt period An alternative way of Viewin the
; g

VN

. “ g . -:(."

@
] - severe, and the outioo‘k-i’S“for the situafion to deteriorate before\it
‘.\ 3 ° . . 4 - . . . " A ] A . . o ) .
o improves.: _ S - o e °
A : | T : ' - P .
I I /- One w"}y to view the financial strain is to no‘te that higher educa-—
. L tion is severely pressed to achieve !as high a rate of growth in 'revenue
B A _ NS S S
R as in! costs. The shgrtage of students is a major prdblem because it '

Ty R Ed .

implies a. s}wrtage of one. major element of revenue and- ‘the problem is \

. not restrictecy to the private sect:;. Though‘not -as tqizion-dependent

‘as privat:e institu%ions,.public in itutions are essentially as - enroll-

\, .
their appropriations._ } e e

: Severa]}xctors pertaining to (ost contrilmtn t,o an unfertunate {

_ e .

“_ . ".

higher .educa.tion-is comparab.le,'tg a’ "'""'.cmft industry in thg_pense 4

>
"t

‘ , Lo
impending era is to- Eocus on finances.- If 1s in the nature of t ings

outlook for higher education 5 financ Q)ne, of the most basic is that
<Y e

hardly likely to: moVe uniformly. Therefore fP‘?eems unlikel/\:hat in-_ 3




1 P o o: :

tha,t it /haa strictly limird oppor!unities for incrl'.?ed productivity.

-

el In a modern economy a handicraft-like sector is,almost.fertain to T
- . : -

' operate at a disadvantage relative to those sectors which do typically ' R

. . "“/ : ; S,
RS -ZQ._, experience improviq‘ productivity, forces are at work to make the ' '

4

‘handicraft-like sectors reLatively smaller and their products>and

P - . . T b
. 1 T . - .t N

. - services relatively more expensive._ e T e e
;’Z_-: )A corollary 4s that there will be frequent.efforts wilhin highervf ',{‘ lAi;t;
_ educatiOn to economize; pertainly such efforts were widespread during .i _':f.sgﬁ
o the first ha1f of the 19708.4 Maintenance of . the physical plant is ) -V.'l 5

- ' -

.:' typicaily the favorite first area in which to attempt to eéonomi;;, but _
LW N - 0
) just as typically, the efforts extend to faculty salaries.l | | B n

”8§~ - The stsibility of economizing on ﬁdculty sala_ies in the ;eriod @

-..:.ahead‘is.one of the central dilemmas facing higher educafion._ Howard 'ﬁu,.‘; “;_.":;

»

“

_Bowen has. reCently completed an. extensive study of- compensation in S

higher education.5 One of hia centrdﬁ co&tlusions is that the levgl of
ﬁ ‘e - ., .‘!*. .
faculty salaries wars quite good in the late l960s but that iﬁ\has suq-'
$ /. . . . .
! . .
' sequently heen deteriorating relative to compensation for other groups '

Ay

-

o T at the rate of about one\to two percent per year. According to Profesi &

- . . .

. . .
_.sor Bowen, if the trend cOntinues- the effectnover a decade would,be .

l

'!1: ._ substantial" and over two décades it would be "%@tastrophic.-G ]} - -
_ LTS _ . o
'.“'-»’ ] One obviously related matter worth mentioning is the outlook for,'. -
| i ~the age~distributiqn of the faculty. As.it happens, the major factor f"_:.,: ::'
:f_{.:7'enabling institutions to. raise average cqmpensatidn relatively slowly — "?::"f.. f.%
| ji gn.excess supply of PhDs - also, in conjunction with the tenpre system, S '-4’"

. ’ * .
- na£‘ distribution is “hardly an exact szience, but a few numbers may at_ e

N " X

*-n:fil' least suggest the likely direction of events. Table %)presents the ;fi S

implies t:hat t;he averaiage of the facultz will rise.: Foreo.'asting the‘




- “_‘- ,acwa,l distribution Jin 197a and o fo.re:caSts of the ‘di‘stribut&on % > \
NEnS ! | {iﬂ 1990 ong by the‘Carnegie Commiasion.ans‘one derived from Aildn Cartter” ;;ﬁ f_
: : L;i&,_* i; {work‘7 Both‘ﬁhrecasts suggest'that a major change ls on the horizon, f;éifétl'f
+ oo L* 't A1 . e S A b N
f?f?: . ?i ';{.theoanticigated change.igﬂvgméWhat largé?'in*the Garnegie‘Commission s&u fT )
. ; Lo GJmat.. In 1972 42 phgéent of.the iaculty;here -forty or: younger. ‘yxinﬂi.'{:xs
. 1:?f;: ’ glkooking to 1990 Cattterﬂh formpt makes;phis’percentage:twenty-ninel;1 "o . b
| .n\f A and the“Carnegie Commission s makes it.thirteen. Whiéhever fonecast S -
:: , : .prOVes .more accurate ’- and it *is wort'h noting thé;t both p.edat:e the /. _'"": - _
.:3.tt -'a recently passed increasf 1in the mandatory retirement age - administra;.i _*1;’
- . . N . ., MO
J:-;j - tors will fiﬁd the realities of”the wage bills implfed hy these distri- .nl_}
. _‘l ‘ #,_butions harsh even if f!culty members"real incomes cont}nue to fall '7 ltlsi
.ccf : :;_behind at ronghly the rate est!mated berrofessor Bowen for the period .*;“;
R t-.','since t:he lat; 19608. " \_.;’__"...'_’ . o \‘ - ).'.:?i_‘ B Ce R
. : . - SR T iy e e T e 2. -
_;' .é v The preceding commente are hardly exhaustive,_but hopefully they-z .; /
. .'\.. Yoo ! haye comnninicated ‘ome sense of the outloe.fk for higher‘education in\ the | .
‘i;i€_. ‘t; gaggregate.ﬂ %? summaryﬂ the sector can anticipate sdm% verzgnnpleasant '_';u.'§
.'f3:- _i '1;'f}times. The popnlat{on Uase of fhose of tra&itional coll ge-age will .-:--f:;
;ffif;f id -;’decline be;ween roughly theabeginning of the 19808,ang’thé middle of .i.{
' f;u | e .the 19909 b;.OVer twenty percent. Although rates of’ part{cipation have
i . i been increasing for some groupq they have been decreasingrfor others, n )
_ e el % : Lo
‘ '_ ‘ : ;.?',T'__H;nd on. balance, it seems l'ikely that aggregate enrollment w;l.'ll actual‘
R - fall :‘ . . \\ | . _){- _— | ,.‘ﬁlm . ‘m
o _@-‘ '7f .y O ' Declining enrollment ii1on1y one among many factof& which imply ,
.r " 2;” | financial difficulties for higher education in the coming years. MorE‘ '
,f, ! :. ?( gen'rally. tha sector has agporsistent tendency for costg. to grow faste'f" ,
v ‘. SO "

than reveans.‘ The fact that highcr educatidh does not" participate in

s

j~'inéreases 1n iroductivity puts it gt @ disadvantage relative to the
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many séEtors in a modern economy which do.' As a result there are in— |
.o' . “. “ . '
' evitably efforts to economiZe, and such efforts usually mean attempts

1]

4

to slow down the raee of growth in culty salaries._ The current

'.

ipg—iq -= rea11y a reduption in mobility

and in the availability of new positions - the aVerage age of the .

I .

cuity seems destined to rise substantially. Bright young people have N

AR

frequently Heen negarded a8 essential cbntributors‘to the intellectual o

nerablo t _the forces of th market, and because‘
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- q " v - vitality of the entite enterpriae. but during a lhrge portj.on, o} che ‘ - '"'.',’f-_" '
; o I | -. : ‘remainder of the twentieth century ‘Very t*ew smay. hjwe mugh Qﬂfor unl;‘x‘ P _)...

. SN N 5 4", e

o '.'-' - R ' and eventually, therefore, ‘much im:liaatioﬁ\’—- to, emﬂafk&uppn ﬁcademic : :
o . o careers. o ; ’\?f 0 . . ‘,( "‘ ‘ -' "'_ L | VAN ‘ »
o - -‘.t.n " It 18 'in this general environment' that; developments rega'rcfing . ‘_ o
! v ' _financial aid will be probeeding icl the’ pe"iod to coue). E)bviggfly. Lo ’{"'.}'." )
‘- o e;l'though higher edutatit;n § future appears troubled -in sothe important e o ':'
‘ '.. _ways, ‘the actuél outcome: 13 uncertain ar‘l—d/ﬂepends upon a variety of : _\

| LT ‘ _deaisiono yet to .be ‘tuade. . Some of the most pote(v:ially inf_luent.ial -t

h . L '  _ _‘ dqecisions céncern the future lourse of finencial aid policy. . \' “ :_"_.-:'\.

_—
o >
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When it established the National Defefise Studeht Loan pxjogram in‘
N TR _ .

3 the: 1atefl9503, Congreas wae attempting to. indrease the supply of ._: “-ﬁf”i:

specialized manpower, but‘by the mid-l960s the dentral goal of’federal " ’2;.

o S ST

B3

S

that they can attend college, and colleges need both students and money. ‘
Therefore the way in which the mon - is distributed and spent will in- 4
evitably be a matter of snhsta controversy because, for indivi ual - T
| institutions, a great deal depends‘on these details. .
v .
A particulArly thorny‘ispect of the rivalry for stdﬁents is the . 0,

competition between the public and private sectors. ' Table 3'show9 how R
u A
the balance has changed during this centﬁry. As late as 1950 the Euo T

' 5

sectors had roughly the same enrollment but twenty-five years kaer4 N
: . 3

- the ratio of public- to private-sector enrollment was roughly three to' :
' - N

% one." The existence of tuo aectors has generally been regarded hs a - -,

»

!

: - 3 IS
source of strength for the system as.a whole, but there is now som} '
Q‘ )‘»- . L}

prospect that the imp nding detline in enro]]ments will come dispr -
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:'- e . ‘-‘ . 10 o . ! . b T
: ' . e AL v .
R _ ! ' ‘\ C . o . . T
- _ this‘ratio caﬁ grOw before the syatem is no‘l?nger meaning 'lly dual., L s
5 Obviously the r‘strictions governing the distribution and, spending of . KJ“
’ R .. ' " .
financial aid will have*substantial impact on the ratio. o ) _ ' ,.' -
-~ ‘._ '..-. . ' . . \K’ . . ._ . . - . .-- . ,'_. -
L - o N S o0 : -/
. | L * TABLE 3 I e |
! ' ' PERCENTAGE OF ALL DEGREE-CREDIT ENROLLMENT - - - i

~ IN PUBLIC ‘INSTITUTIONS, SELECTED YEARS - - 5

N ) i Lo T . Year . . - -Percent¥e
T T 1899-1900 .t s 382 L4 . R
S S * < 1909-10 ¢ Ll w6.9 L T
R L 1919-20 ., ... 52,8 ' oo ‘\\
o N .. e929-30 0 . 48,4
_ oo t1939-40 - 53.3 S o
R . 1949-50 .. 81,0 . e
T 1195960 57,00 BN
S e 1969-70 . L 11,6 | o
o o wmears Ve gm0 T
. Lo 1975760 - 763 D et

. ;f:'f o, Vance Grant and C. George - Lind “Digest. of Education
- Statistics, 1976 Edition (Washington' U.S. Government
o o . Printing Office l977) pp, 7 and 87. o w

. ... . ’ . . - ' ; ’ ! . » . . .
- A str%king~example of the‘interaction between~financial aid and N
\ .
- the public-private rivalry is the half—cost rule which partially governs
\ v the distribution of aid in the BEOG program.l. Since that program is "
ST -, r0utinely defcribed as the "foundation" -upon, whn‘h all other federal
. . i . ’K)
. ' finadhial aid is built - the major path to access - it is a cruel .

. Ce

';j : fact that the half—cost limitation has the effect of reducing the level o

" of awards below Ghat they would be\in its absence “for the poorest students o

¢ attending the lowest cost institutions. The rule exists because it has

enjoyed strenuous endorsement from elements within the private sector "A

which are especislly sensi/ive toxxsmpe\ltion from the public sector. :

Lo

- In this lnstance, therefd%é the method of aiding the private sectq4 .

. - . : ; cooL e
S L . .. ‘» v L. , ' . ' oo
. ‘ ) :. .. "'_. . ] R .
" ’ ’ [
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o question is how far this erosion

. ‘P(‘ .,. \ \ f"’ . . . K4
e * Y
. ” - - L - {
- P . " S
has been‘to reatrict certain poor students oppo tunities to obtai?_
. . _. X ‘V . ) ... . . ,‘.'.l . . _V ; ) .‘ ha
higher education. “,'-l’ . ;' : SRSy R *‘ R

ﬁ, competition £or students concerns non-need—rased aid. The system of-'

N ’ ”. .‘ - -

awarding aid primarily on the basis oﬁ a-.5 measure‘of-need has become

n-,,l,.n .

rather firmly established in the past wanty-five years.

that system is undergoing some degree of erosion, and the central

L .t

bR
S0

from the syst:em in the presence ot“ e);cess g_apacity are obvious, and it

' will take a great deal of inst tutional self-discipline to resist them..

Another Qppect of the interaction betwe financial aid and the ,‘u

Now, however,

A 1 go.% The temptations to- deviate

Al
*
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.
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-
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' has the effect of reducing the stated level of charges by some amount

B expenditure. The second applies to some students only and routinely :

g W, TE BJJRDEN OF. PAYING FOR HIGHER EDUCATION e o
oL 4 ' o Lo o e . v
One of the central propositions about higher educational finance B
-is that the amount students pay does not cover the fuLl costs of ".'-.fﬂ N

e

;operating the institutions. In that sense all students are subsidized

‘.. .. ‘e

However, there ate two.broad kinds of subsidy. The one applies to all

®

"students and.takes the form of charges ‘below avarage per student '

'

determined sepsratoly for each student° this second kind of subsidy is

_known as financial aid The central political issue regarding dir‘ct '

- - - \

- charges for education is the-balance which should be struck between B o RN

\‘

_{‘.i -

, the financinq of hisher education for students whose famizies are'in the SRR

"'these two categories of subsidy. o i/," ’5‘51 SV

The way in which this issue is ultimately resolved for inst}tu~~

B} -

. tions" in the public sector s’ highly sensitive for two main reasons.- ’

» I

ﬁirst that tesolution will determine how- the costs of public higher
S
: ¢

education\are shared by the. users and society as a whole.' Second -

will have substqntial influence on the degree np which many institu-

ong in the private sector wil] be able to raise tudtions to the levels

[ \ -

dbnsistent with survival without simply, as the phrase goes, pricing :;_ Q
themselves dut of the market." o S : R L ~

/oo ' ' : ‘ .
Aa these debates proceed, what is at issue for individual families "‘:n'f

is the ;harges which their children wilfiincur in obtaining higher educa~
tion. The main thrust of federal financial aid policy in recent years -—:.

in fact and certainly as it is‘widely perceived —— has been to assist in b» . .;_'

\
¢

1ower postions,of the income/dis!ribution. While these efforts have been
. g, .

“ o ; - . - . . ﬂ' . '-i“




pndceeding, middle-income famiéiesﬁ&- the concept is inevitably im— :

A i}

l:prdcise, but let us say families with. 1ncome"

‘currently in the range

1iving through aniera of rapid inflatlnn They have expressed frustra— 1:

.. . * : - -
¢

tion over many issues,_but the cost of college has been prominent on .
‘~The {Lssage has gotten.through-to Congress which-has'been making"iff '_ R

efforts in recent.months.to resoond'"'None'of the legislatiOn'intended'

e . to reduce the ne't costsjof college incurred by middle-income families' . -Lf_

A"has yet become law and no doubt there will: ‘be additional maneuvers and

"derours ahead  But there has been some serious action. On 1 June 1978

e passed a tuition tax credit bill, and a similar bill has been J}.

¢ - ‘.o,

in the Senate Moreover. in each chamber there has been a

student aid programs l ; i_'_'"w _ _"*“-f_ _ -_'_" E I B

A major feature of the debates over: the " 1ight of q'e middle o

+

"-class has centered on efforts to determine/ﬂhether, in fact, the bur-

den of paying for college has been increasing for middle-income families. .-
» »" '

. Unfortunately,what emerges from reviewing tHe major studies and EEO‘

x\ ’ . "\

' nouncements on this subject is that the answer is unclear. It is im- "

portant to provide a sense of the contradictory inforwation which\anyone i :

trying to\explore this subject confronts,.' _ .“\_ Co - L -
. \ o ‘ 3 : : e
T Some material eithtr says directly or strongly impfieslthat the .. | 'f
- burden bf attending college has been increasingl On E: Februafy 1978 ._ i"..\\;;
| President Carter said': o " e ) 'j..fr' ',ﬁ" . ' -

' *i : Today the cost &f sending a son ‘or daughter to’ colf!Le 1s an
S increasingly serious bugden on America 8 low& and middleh
income families....' - . T Y : .




R . Sy
te

oo L _ G o
. InCreasingly, middle-income families, not jus; the rower— L
., income families, are being stretched to Their financial o
- L limits py.. .[the] new ‘and. growing costs of a univeraity e
pr college edﬁgatipn. oo R _ _ f”f} R

) “. 9’ o . - .A : ‘6 A _— . . - . _- : .
‘bqpk‘f‘ ppb‘lished_ in 1977, Ijgrry Lesliew

,U. versities has written: . "[T]uitiohs have increased;‘-~‘w"

: flaste fthanrinfiat' caee’ fs]pendable family income frequently ha’s .-

-~

l‘gge beq}nd inflation...."A Moreover, the Library of Congres§ reCent- -‘*.¢;ﬂ
b0 ool ® Y 4 \ B . "'.
g\ivldid study indicating that when taxes .are taken into account, the PR

Congres ion 1 Budget Office.' Th@‘éummary'gtetement.fromithe.Cérnegie

e

Couhcii s the follo ing:, L

-3
3

Ceed uitibn cogts have risen more orxless parallel with the :
S gse in “per capita disposdble’ personal -income (1970-71 to , « -
. 75176) ) - THe total cost of tyition and board and- room, D
i . howeder, has/risen legss rapidly than personal incomé...and ,
' thus the redl burden on families and stugents“has ‘gone down, R S
not up, as 1is often said to be the case. '

. . . ) - . Y -
t'~ \

A

:; :. In a; documépt published in’ January 1978 the Congnessional Bﬁj’ii/pffice - S

(CBO) drew this.conclusion. e ‘ 0‘ l: "; , [.

o These d:ta on family income, college fees and student ‘aid .
* - - do not ‘support the claim that during- whe ‘period 1967-1976 _
| the f{ngncial burden of college expensds has increased(for B T
midd1e~;ﬂnd upper middle-income families in general 7. ;~.f v

'Q...the fe ative level of colle e costs has remained ebqen~ | L

‘.7\'AI ‘tially constant rather than inc easing during recent years. .

Thoug the costs of - coltgge attendance have rieen faster \Q




ia sy ) : : . .
A £ N than t.‘he cost of living (as measured by the Con‘mer .Price ¢ _
. '-;(( * " Fndéx [CPI]), this increase in costs has béen offset by an . ... - |
cy ﬁ\“; ever Jarger. increase in family incomes. As a result, = o N ©
nY e ey _Etudent costs for both the public and private sectors. of. )
‘/§4 "a“"~' -'higher edud\tion have déclined slightly as a proportion of '
R fémily income - o T _
X ..- , . _‘,,.. - _‘ - . * *‘* ‘f * “ | . o . . B _- ’: . l‘
’ ‘In sum, there is no -evidenge ‘to indicate that the L . L :
L financial burden of sending children to college has ‘been *
. - increasing. This- should npt be taken to. pean, however, ~- - -+ -
' IR that Jhe I'rden of- sendihg a child ‘to college ‘is not. gig- )
. e ; nificant., While .the situation appears no ‘worse thah .it-. o L
f;‘ * \w§s a decade’ ago, neither gs it appreciably better, . The ef- L R
ﬁﬁre, to the extent - to hi c 1}ege costs were a butrden Yoo T
i the 19605, they sigll’ pres ht a financial strain,- And, - ':_" R

.-

]

. .
A

. :bj - to pay the costs of postsecondary education.
S v, : - KA o ‘
Y. '-.-_.-Also in:May;»Congressman William Ford, Chai n offthe‘HOQ e,
S e L, * N .'

lSubcommittee on Postsecondary Education pursued the subjett further

J-fwith CBO inquiring 1n a. letter whether "family discretionary inoome .

. . javailable for postsecondary education may be shrinking relative to in—'. L e

Pd ] __.,.-- - .. .
.. - cre gé‘d college cos%s. 9. The CBO studied the qpestion and in a letter

“.of response from the Deputy Director essentially confirmed its earlier o

':conclusions the principal statements being the following R '”:-;. _‘
? - . On an after tax basis the incomes of families with ; - A

'18 to 24.year-dld dependents who were enrolled in college-
. *+. grew at about the same rate as college costs duping the_

1967 1976 period S o
v, ) Tk SRR
ﬂ_ The aftervtax incomes of all families o
< year-old dependentakgrew slightly less rapidly han college .
;: costs’ betWeen 1967 76 + . N
) Q Xk % k - - ;
} Oon balance, these trends in costs an family incomes T
dq'not show that. the cost of financing pos
R .- #¥lon relative to incoﬂe is increasing among middle—income
SR ' " families,10 ' : ]
_ . . ¢ , *
. ‘ ‘ - r . T‘ l
- . .. - ' ""‘:I -‘“ : ’r a
' oL g 0y d : '
. ";," o Vo N 3
.‘,-'k“.':" ° .
f N ~‘ PR A




| "?: ' Nougis not the time to try to unravel the empirical comnlexlties. R

v 'of the matter. Nhat we do know is_that some - informatlon indicates that g
.:e: .‘-;-', ' -the bug den of paying fdw college has\&sflincreahing while other/in-tfs'f:: wg*
- . 'forma€§bn suggests that At has’tzt. ~Just as.important to recognize, } - .?/ |
T . :however, is that the various studies are based upon broad.statistical-'

V dﬂ'aggregates involving series which, “in. some cases, have wide dispersion._-
. '

: Thus there are going to - be many families whose particular expefiencé/’

.ow

'_'deviate appreciably from theé averagész whatever they may be, and the

? [

'_experiences of those families for whom the Proad aggregates do not f. i

adequately tell the story become an important political fact of life.*i :

In this regard there are two élusters of additional information

L N B
especially worth noting SRR ._fL

v

The first concerns parental willingness to pay for higher educa- -

] - -

,“lﬂtion. Two impontaﬂt studies conducted in the 19708,'One based on’ in- . .

:'formation collected in 1972 and l973 and the.other-based on data from

A
L 3

o ' L "h_P976 77, suggest that parenta attitudes changed dramatically between'

R - :
the two p/riods 1L- In the earlier study James Nelson found that parents
: “\4§ne g@nerally contributing what the methodology of the College Ssheiar—v.‘

‘f‘3 S ship Service was expecting 'f them ‘at the instltq;aons.thegn children
© ~ were actually attending. His central concl/hion follows. ' - _;-EB:_ RS
L. . . ‘ N .
_ . -Parents are coping with ‘the college cost situation a lot L .
-~ . ‘better than has been widely ‘believed; In fact, most parents . : ‘.
~ " contribute toward”their children's education”as much as or IR 1
more than the amount expected‘to be necegsary by the College . e
' Scholarship Service s need analysis system. 12 . v, C

. o

}; The findings of the 1ater study ‘were dramatically different.' The-. o SR
S . TN
. study goes 1nto great detail S0 that a brief summary cannot do justice ' ’

s

to all the m7terial presendbd For current purposes, however, it is - ﬂ'g




.- was expected decreased and the dollar value difference /'_f}f'cﬂ .

. Many answers could be given, including the possibility %hat“there were "

. Y » .t ; . .‘ /‘/,4 :
\ B . T
I '

_ "The study fotund- ubstan;ial varia ibns between what is o “',
' expecte and what is offered by parents. The mean amount
: offered was® $422; “thé mean pxpected contributioz;gccording

N .

1'_to the: consgnsus methodoMogy ‘pas $762 and that -expected by
. the BEOG methodology $1,293: YAs™indome increaséd the .
percentage of families who" were willing ‘to contribute

" between expectation and vffer- increas d. Among families -
with incomes of less than $6,000 betwt
_sensus methodblogy) and 13 perJent (BEO meéthodology) af-

“fered Tess thah expected and the mean,difference betweeh-

willingness and offer was just over $500 (both methodolo- ﬁ-l'"f'

© gles). Among families with incomes in excess- of $30,000
" between 93 percent (consensus methodology) and 98 percent
“(BEOG) off4red less than eﬁpected with the mean' difference '
between $3 800 and $4 100 .

. . X ~ . .
. e
2

Why has such a change in parental attitudeS’hpparently taken place?

' ‘.

some problems of methodology which if corrected might at least'

ﬂ

partially alter the abserved results. But leaving this latter point
aside and taking the results at face value, we are 1eft with an important
4 . . x -

consideration for policy Could it be that, 'some of the success. achieved

in spreading the word that finhncial aid 1 available and that the fed—

eral government is especially concerned 'ith the plight of lower-income

o

’

| families has, as a by—product, partially weakened the determination to

L]

'3 percent (con- o el

pay 1arge college bills on the part of tA!Le who are’ generally excluded "‘yl ‘i'

from federal grant programs? No one knows for sure, but it seems im~

S

portant to recognize thijLaspect of the ;S:ight of the ddle class .'-._4<)A\("
] . " ) ’ '

‘as’a political reality,

treating pepple differently with rEspect to the het price of going to
| B o st :

may be near th currently tol rable limit of

- J . S o ,
e— ' . y :
The second cluster of additional inforgption connerns the influence
oo s a _
tha1 sometof the“most readily available and concrete infoymation'has_ L

‘r

N --__ o » NER ,’f'

T oA T TN : . . L ' w




1_|.

' /restj,gat;[ons of college eosts in th

.,

: - »
'_f-institutions of 75 7 percent 1nd [of five of thc six for wh‘ch the

N 1‘ c v
upo(), pe’rceptions about the costs
-

RN

,aggregI \d those at the CBO .to

conclude that betyeen 1967 and 1976, those sts increased ;i.n .eurrent

dollars about 75 percent'. 74 2 percent in t fpublic, and 76 7 percent

in the pri\(ate sector.'-. T T R L L

. " o . . ) . -

_ As a sta_t'istical:proposit-ion/'this :stat"ement is, no doub_t-,,- correct',

. - . Y

. . _. - T AL 2 ' ‘ 7

but it must also 'be viewed-'in context'. : For one thing, there are rough—
g

ly 3000 Am_erican institutions of ‘higher. education, and their tutt—ions '

range from approximately zero to ovez $5 000 15 In ~the private s-ector

. alone tuition and required fees (TR‘F) for IW—79 will be extremeg .

L d

varied . at. 25 percent 6f the four—year institutions it will be below -

o

$1 941, at 50-percent bet;ween $1, 941 and $3, 232 and at the: most ex— .

) “»

pensive 25 percent above $3 490, f6 Inevita.bly a one-parameter descrip-

RS +

of thi course of college costs over a decade while arit;hnetically

is going to cdnceal much that has bee.n happéning N )

When one atter(pts to explore the %cti{m between the overall

L -avera s and'general 'perceptions of'.-what h'a§-been ha‘ppening, it quickly

v . e ¢

. [4

6 . .

'_-?mes clear that charges at sofme institutions. seem»ﬁ have an especial- |
y

h gh pr&ile Moreover, the chargls that are especially visible hap ”

m TRF total expense budgets and total charges for TRF room, and *

.
» . ' N . “ -

4

' Highe? Education (COFHE)' For- twenty of these twenty-six institutiops |

board haw)e been growing for the menyers of the Consortium on Fi ing\'_ R U

the growth of total charges etveeds ‘CBO s average figuz:e for private
. ¢ , 0 s o. -..

growth was below 76, 7 percent, it waa above 74 p }I‘cent., The figures

’ Yy L ' . e . - . .
N o . - ot . . - . .
' T . | S - .., . A e
» .t - - . Lo X R .

pen\to have grown much faster than the CBO's a\}erage Table 4 indicates o
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Brown . .
Bryn Mawr
Carleton
Columbia -

: Cornell

: Dartmouth
f - -Duke .

' . Harvard: -
“JohhdHopkins
"‘M.I.T.

. Mt. Holyoke'
-_Northwestern
_Pomona '

.. Princeton

D omith |

- Swarthmore .

‘Stanford .

rTrinLty.‘

u. Penn .
Uy Chicago
.. Rochester
. Vanderbilt
' Washington .~
s williame.

Yale

.InSt1ruticn : i'}??

71105
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TABLE 4

GROWTH OF- TUI'I‘ION AN{ REQUIRED FEES (TRF); N A P
g - Fo ’TRF 'ROOM AND BOARD; - = * .7+ ' ¢ e
%" AND OF EXPENSE BUBGE 'S, ‘COFHE INSTITUTIONS,. EER R
ARTICULAR PERIODS ﬁFTWEEN 1967-68 AND 1978-79 o .

OF TQIAL CHARG

@ -‘(3)” R 'mj__ o

_ Percentage Increase for -
1967—68 through 197@;;7 in

.. .- ‘Total
- . . - Expense -
JTEF,_:""Budgets

102" 83y

114 ¢ - 97

.‘qq o 87.
. 871 a2
106 © . 103 . -
k111 86
104 T 123 - "
1102 -84 |
. 97
96. .
1100
72
78
.96
Lot98
71

'. Total Cherges
for TRF, Room,
' and -Board »

' 89

94
75
. '108.
~ 98
‘102,
- 85
. 106
78
- 110
. .82, -
106 -
_116__ '—.
121 7
81
- 77
© 142
' 87 . -
110 - -
73 _’
. 87 .- -
w104
94 .
193
126

116
78

-_102
73

87"

.76

101

64 .
73

74

70 .
S ¥ B
102

<

. *Richard G.. Warga, Studenp Expense Budgéts of” American Collgggs and -

| 24' 7-68 .
. NN
197697 -

A N

104".-:; )

88 a4 .

g ue s

68 . v\
| 112 % -
6
98 '
. 64 '
83

ey L e
‘Average. Ainual Rate o
of Growth in TRF. . .= ..~
‘(in percent) 7 i
1976~270
“through "_7]*7

.' 1978-79

-8 7.8 ..
8.8 9.6 o g
9.1 9.6 - - LR

‘,'7,'_-4 ‘_ : 6.3 : p
8,4 7 e 8lb s
8.7, .. 8.6 T
8,20 7 7.8

C8.1 T 1002, Tk
-8.3- -, 88
6.6 .. 6.1 .

8.6 8.4 -
6.9 11:8 . 3
8.4 < 9.7 oo T
8.9 - S80S T

C 9.2 8.9
6.8 13,2
6.6 20,5 _

) 10.3 9.5 - R
7.2 "10.3 -
8.6 " ‘8,5

6.3 - . 8.4

7.2 4.9

. 8.2 . 8.2 .

7.6 - . 8.5

7.6 «. . 10,2 - .
-9;53_ N :

- Universiti®s. for:fhe 1967/-68 Academic ¥ear (Princeton and Berkeley

Elizabech W,

Student Expenses at Postged

nﬂﬂEdqcational Testing Service, 1967),‘variou8 pages..

Ivens and Edmund 6‘ Jacobson, .
Institution® 1976-77 (New York°

Suchar, Stephén 1,

~ College Entrance Examination Board, '1976), varicus pages L R

yir_Elizabeth W Suchar, Stephen H. dIvens ‘and Edmond C. Jacob&on ,
- Stydent Expenses at Postsecondegx»{nstitutions 1978-79. (New York:- . ta

’

College Entrance Exgmination Board, 1978), various pages 'ﬁ..# e R

':_ The "basid data for calculating the percentages in colgmm 4 were .
o gathered directly\from the institutions._ ' S

L

L4
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| - 'middle-income tudtion‘squeeZe»bnt in finding ways t sdlve o

..~

vis—a—vis the CBO average,inu:expense budgets happen to be less

'publicly visible than TRF or act\hal total charges. Based on a11\I

theseqnumbersﬂs- but eapééially on the more V!Bihle series - the -

.
.

::: 5’ :'

, COFHE institutioﬁs vare clfarly not "average . '.

i Charges at the CdFHE institutions have grown extremely rapidly in '.'..
R v
- the past decade, and charges at these and dimilar institutions happen\

v, P —

to be-highly noticeable.' The text of a letter which recently appeared

i _ s
in The New York Times iflustrates these points well R e
. . '.0 \:“ .
'ySince The Times finds it $0 "deficult" to. document the .. ..
tuition pinch on’ middle-class college btudents (Editorial P

.~ March28),"let me provide a few factss ' . h~ _
_ Tuition at Boston:University has’ increased lQl per--.- e
; .y cent in the last .seven. years, a far. gry from your. 75 per- e
S . cent during the 1967-76 decade. .~ = & ” ‘;T e
.. _ Tuition; roém ‘and -board” at Yale will be’ $7 500 next N

e Septembet, more than half “the entire take-home pay of

- . your- $15,000 midd ~income" family, - - .".
.- 7+ The yileld amBng applicants dccep d by Ivy League v
- colLeges in the. $15, 000 to, 350 000 inc me- rapge is 10 per-
. cent lower than. the yield of other- income levels, either o
_thigher or. lower. ' B

.‘ o .. .And finally, Henry Rosovsky, dean -of the faculty at *“\é;

Harvard University, admits very simply:: "I know of no- ; B
easy solutiqn...middle~fncome students are squeezeq“ .’ :_'_ v B
s Obviously, the problem is not in- documenting the o LI

it. ‘Instead of stubbornly fighting all’ forms of tyjftion .
‘ relief, “The Times would do well to push for_one of the two &
: plans\now under consideration in\gongress 17.;4;'j}nﬁ"f ;'-VEQ" L
: }' t Deapite what the averd!gp show, info tion like that which this s
i- . . ’ - ’ '. .
1etter presents cannot be easily or profitably ignored dn; the debates
. “.

'.‘- @‘. cI' financial aix& and pricing policy. No matter how "right" it is, % £

-~ ._ ‘ L -y U '-"‘-L . -s .
" ‘d o
the notion that college ;octd grew by apprOximateLy 75 pexcent between T
lb 1967-68 and l976~77 a thg quality of abstraction andt in any evént

ls ln conflict witp.igformation from other sour(Ssxwhich in its own .

n_‘~ :.‘_\:
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B o fl 1n this s%otion I propose to try to provide some additional in-_

ul;glfi; -;~';'Mformation about the system o‘ pricing in higher education. That eystem

t "

"s,' ’ ‘.,,\ L.

. the system 1s not wide understood. Second, its essential feature -

| ({-ilij . price discrimination in the service of social equity - has tended to*

be camouflaged To some,extent thé camouflage has been wearing thin in

-

-.f".V S ; recent years, and this develgpment is probably at 1east partially

PR - reSponsible for the intensity of feeldng expressed on Various sides of

Cow ) Ly - «

e _:che iseue:of-the;burden-ofrpaying forfcollege.~; f ;.rn’f' -

: (.\' T -‘\.Seve'r’al'of t%e ..special . features-'and complexi'ties: of -the igeneraa B
. "\:_ Sy '. ’ S ' . e -

e '. y' " get First, and perhaps most basic, is the tenuousness of tﬁ! not*on

v nthat a price txﬂsts at all for the - services’of a college or university :

‘s
7

'as.the-concept of price.is-generally understood Typically, some

.

I .fraction of students pay what is presented as the’ pr&ce wﬂ!reas the

tHers pay less; how much 1ess usually depends upon the student 8
. v ¢ - Yo ‘4'.
'J‘p-family 8 financial circumstances. Thus what is regarded anthe price -

..f; .?;”ICCFRF or- TRF plus room and board . is ﬁimply one of . the many priCes in L
_"o"-'. . ) Y
o ! ' eﬁfect buE/it has this special bharacteristic. it is the highest price e
',-. ‘ . Q'- . 4 “ .
~ ' ) . \ B

T paid e T e SO

Thid ‘aspect of pricing - price distriminaélon - is not unique to

higher education.-'Many oqher suppliers,pr&ttice it, too, the airlines
.-_‘. . ‘ .

providfng a prime example, But - price discrimination in higher education"‘

’ .‘ _; . "'V.‘ ) |
o as exist in as, of the routine;eco mic transactions qf everyday life

5 : : ’ : _' . . - .
S e other/than an: auct&on. % I BT . f

is complipated and the complications lead to two. main results. First, T

4

'_system of pricing in higher education are worth mentioning at the out-' fb:

operates with as ﬁinely graduated a set of distinctions among individuals o




A second characteristic of pricing in higher education is that,

SR 4 in implementing differential priceq the system focuses not on rhe“'>

t~”?-"revenue that is colloctcd but on the rcvanue that is not collected.“

'
- The process 1s to arrive at what the student actually pays indire

_ _ b
v » in three steps - identify the full price, identify the grant an per;P,

-

4 ! :
form the subtraction - rather than directly in one - identify the net

7/

'price. At first glance this point might seem smaIl but as things

e ‘ actually work out, it plays a surprisingly 1arge rple in camouflaging

. how, in fact, the system works.._ . B S .4'5 .

L Third, there lb some complexity regarding what price becomes c_‘

4 relevant for the4various par@ies to the transaction.' In the absence Of“yf;
) v - ' . . ; - s :
kfinancial aid the price paid by ‘the stude¢nt ‘and the price received by '

;: ‘:_ﬁ~j : .the institution are identical, When.there is.aid,‘that-equality exists_f

'_in someicases but not in others; iIt exists'if the aid is the type gen- ‘
erally referred'to.as'"unfunded.ﬁ .However, if a grant is supported by
income‘from endowment or by a third party -- for example, an agency of -
government --, then there is a dfscrepancy between.what the student pays:

v -

PR : an‘ what the institution receives. e _ -
‘ ; L : -

[ . - A fourth imtroduttory poiw; is that some- of what is called financidl

j‘-aid is net—price-altering (NPA) to the'student and some is not (non-NPA)

- - Rl

The three broad categories of aid are grant work-study, and loan.' For

- the student, grants are unambiguously NPA and work~study is unambiguously

’ A

rnon—NPA though certai work—study jobs can, in themselves, have great

: .'edUCational benefits, Loans tend ‘to be more complicated When made at . o
1 S . \ . ’
o .mgrket rates of interest they are no more .NPA than is a mortgage for
. . :

'the purchaser of a home or- a commercial loan for the putchaser of an,

‘automobile. However. to the extent that ioans are made at suhsidized,




k]

o ‘.‘.

R s 5 .'." .
Loan (NDSL) program and, to a esser ettent, in the Guarant?ed Student

LOan (GSL) program ~— then they Ac ain a Jrant component: amounting to

RO the present value of the subsidy In that sense, certain educational ' JL-

fg;:loans.are also NPA.1 | |

s

v

Those introductoty points having been made, the aim of what follows

is to” study the distinction betwéen who does and does not’ qualify for-

AW
. aid and the interaction between that distinction and the expected S )
’ e . )
parental contributipn (EPC) This discussion carried on primarily

5\ "ff - within the framework of the College Scholafship Service 5. system of need

analysis--- what has recently become the Consensus Methodology (CM) -— ﬁ‘

: Y
'although the proposed approach is equally appl‘cable to other systems.,

_ : , . _,."
A‘ the outset it is useful. to recall the fundamental assumption of the '*

. b

CSS'systemv. LA

‘ - The underlying assumption of the CSS need analysis system -, |
' .18 that parents have an o ligation to finance the educa-2 '
‘tion of their children to the extenq\that they are -able.”

Who qualifies for aid? To an important extent the Pnswer 1s:
that depends, -Of course it depends on-the income of the family in'_.

'question, but it depends almost as . importantly upon which institution |

¥

the student attends. There are three general cases. ‘a family income

) S 80 low that the student :g€ligible everywhere, one’ so "high that he or - .

o she is eligible nowh nd a family income between those extremes with S

.thq\student qualifying at .some institutions and nog, qualifying at othera. :
s

-~

An analytical device I would like ‘to introduce to explore the dis- '

tinction between those conditions in wh' h eligibility dees and does

"AEF:) . In the first’ instance o

e

. not exist;iat;he aid eligibility fronti

it is defined for one institution, ‘in. incﬁme-time space, as. the boundary“

. - . . . - . . , -. .

. oo = - P b L ,’ -




etween -two fegions, the one. representing eligibility and ‘the. other,. -

Ny 1nelagibility for aid quy e ;
'1dl;§ Figure 1 presents the Jypothctlcnl AEF forsan inatitution. Thev:
interpretation is the .following: poinva corresponds to a level of in;f
] cpme and an academic yeqr. The level of income is‘that from,which.the~

:EPCgis,precisely equai-to~theit6tal expense budget'in the'indicated '

). : h ~gcademic year;* The incomes denoted on the vertical axis lag begind the

¥

academic years to which they correspond on the horizontal axis to reflect ,

the reality that a family 8 income in,- for example 1967 is- the, basis-for

its parental contribution in 1968r69 All of the points which have been .f

-

connected to form the AEF have the 'same interpretation as P Thus the

‘fAEF separates the space.into two regions, A and B Any family charac~.

.g .. terized by a point in A qualiiqzs for aid,_and any family characterized
- by a point in B does not qualify at the specified institution. The aid.
'.eligibili;y frontier is the boundary between the two regions, and this '

t

characteristic explains its title. S . : “-

\\\ _///4 "In addition to separating ahe space into regions A “and B, the AEF
accomplishes something else. It locates, for each~year,'the income beﬁ

,' .

o does not . 67 is that income for 1968-69 for 1973 74 it is Y72 From .

.- \/ o~“\ o,
N Figure liand the CSS' ru}es for determining the EPC for those who qualify !"

‘;3.'\ ‘ : for aid therefore, one -can derive Figure 2 the hypothetical eprcxed

»

14%§~3§‘hnd 1973*74 on the assuMption that the CSS' rdles for determining

q the EPC were bhe same for'xhe two years in question. The EPC as a

- 3

v l\function qf inEbme was ABC in 1968-69 and ABDE in 1973 74

low which the EPC depends upon the level of income and above which it_’.j‘

v e o o
Bnes SESTERE I P o N
A ' ‘
: Jit :

0
§
parentaI‘contributizn—income relationship (EPC—IR) for the pair of years .H




| FIQURE 1 N
- T - HYPOTHETICAL AID ELIGIBILITY FRONTIER ~j'
T +(AEF) FOR AN INSTITUTION o

" Income SR : N ' :A: ' L h'.
" (currant dollars) ‘

f4f2A e

o = OW

< <

R ) L Y S S S R
L . 1968-69 69-70.70-71 71-72 72-73 J3<74 74-75 75-76 76-7777-78 "
i . ‘ N LT Academic Year

| -

2}
s
VY
!
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S . Had t:he rules for det:ermining the EPC for t:hoae eligible to o
« . ) " ' ) . ’.J. .‘

receive aid not; beén t:he same for the two years. t:hen a differem:

diagram Nﬁ needed t:o depict the hypotheti‘:aa/Ef’C-IRa. leppose, }‘ .‘ o e .

inlparticular, t: t:he rules had changed in mly thia one way '-;'-__ _". -

-

:4 . shift in the ent:ire line relat:ing income to 'EPC everywhere 3‘( to the’_ ,
N : rig.ht: Figure 3 showﬁthat “in these circumst;ances, ABC is t:he hypo-. -
the;ical EPC-IR for 1968-69 ?ad DHEF ia t:he one. for 1973 74 H.ad t:he
change nototaken place ABGEF would have been t:he EPC-IR for 1973 74 " |
The indicated change in t:he rules haa t:he effect of easins/e'he standards " ’L}’\%’

Q

/\ _ for aid Aft:er the ch'imge,Y'72 rat:her t:han _Y72 corres}onds( to a point: ) / '
: . S ﬁfi R

72

\ ,‘ before the change they did not. For a family«bith income Y
4

implies a reduction of . GH dollars in t:he EPC .

e e Tmemla T g

| WPOTHETICAL EPC-IRs FOR 1968-69 AND . S
o C L - 1972-73, CSS RULES ASSUMED, . -
R DIF’FERENT FOR 'PHE, THO YEARS o L _ (
oo E o y ! T A . X R

Y AR | b .

- EPC | Sl

- (current dojlars) _ \

: . ot .. . .F :XI\

- TEBy973-74 -

-~ -

|- 1968-69

'q._Incomc '

A .". - ' . oo L \ s : |, - Lo . : . _-_- Loz v ..
4- \ .. ’4_ ‘* The exact change in CSS 'r\u‘lte 18- explained in t:he t\,ut.« o -




N

. 'q:

. //lr*- referring to the class which entered in September 1976.. - -

AR mJ_n:ﬁ;__;_-d-H'T-. '.?_,'3;_ o T T lﬂ N T

R -fi_... . .. . vy

Some AEFs b‘sed on actual data have been calculated. Fo ~of. them o

) Y
refer not ta apecific institutions but reapectively, to the "th 95th

:-90th and’ 85th percentiles of the distributio% of expense budgets for

A t

1968 69 thnough 1977 78 Seven other. AFFs —~tfive for 1968 69 through

1977- 78 and two‘for 1972 73 through 1977-78 '~ -are averagee\for clusters

y_of\in\ itutions in which the: members of each cluster seem to have some

import nt common attributes in.the context of the questions being isked

r

about pricing.# The definition of the seven groups, along with any im- h

portant general comments”about themk¢ﬁ\ilow,‘ "

1... 'Ivy Group ‘ There are eight institutions :

'Q.\- L2, 'Most SeLective Non-Ivy Institutions:$§SNI) : This group con-

. - .

-ﬂf.:-.: - sists of ten private institutions, not members of the Ivy .

-applicants on the basis of information published in 1977 and
| 4.

ﬂ .

‘the purpose for which it is being used it is satisfactory.

. i ~

3. Res&dential Four-Year Private Institutions (RESPRI) -This'“
L

. category consists of the universe of private ihstitutions for

-'}

'1-:..:-' .which CSS publishes data a1hually in its compendium of expePses

"at postsecondary institutiohs. The Series starts ‘with 1972~ 73

the first year for which data are readily auailable. i ”:r‘7
: . . i . y- e

L Private Institutions Dependent on In-State Students (PRIVDIS)
4 "’An\f“‘ ~ { )
'/f"f' .This category consists of 105 private institutions that, ar

structed as follows: a list vas. made of all states in_which

. i

'A‘i o j ..;: S : . P .'5.\;_ .' _ : L

i . a dE 4

':Gr0up, which had*the lowest ratios of-offers of-admission to -

This index is not a faultless measure of °ele{§ivity, but for\ 5

L highly dependent ft& the in-state market. The.group vas con--

-,

the state university was a member of the American Association o

N & "

-
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R : A of Univer ities., The privateninstitutions in those states

v . )

. e

R _'-were then ranked on the basis of the proportipn of heir fresh-
o o S R '
I - . menm coming from within the state.5 Those institutions for

which the ratio was eighty percent or. over were then selécted
; for membership in the PRIVDIS group.- Defined in this way,wthis

- group’was thought to contain institutions for which competition ’
. R |
I.with the public sector is eSpecially troublesome | o -

o - .. . ’

4. 5, Most Se‘éctive State Universities (MSSU) This group consists

-

A

“of .the ten state universities having the" lowest ratio of offers
' Y’

of admission to applicants. The thought is that other things

_i_.f _ s _: _being equal theit charges would tend to be on the high side of
S : fi :_: ;' _ the range for public institutions. - | e -..;Q
| . = 6, Least Selective State Universities (LSSU) | These are the.ten ‘T';/_"
L -. .i i . l'state universities having the highestiratios of offers of ) .

. -+ g

_admission to applicants, and the initial hypothesis 'is that

_ these institutions would tend\to have relatively lOW'charges Q.
’, . - . . " T
Y Public 'I‘wo-Year Colleges (PUB2) : The lmembers of . this .group’ are, i

,':'3_ C : . for each year, the two-year public institutions in the nation..rf
.~7_ ! ,t.'.' . iAs with the RESPRI group, the first year for which the- aggregate‘
',f: S l:. ‘expense budget- for this group is readily available is l972 73
. Table 5 presents the expense- budgets for the four indicated percentiles'

:/ '. of the spectrum, and’ Table 6 contains ‘the expenag budgets for,the seven

%o
3

' groups of actual instltutions just identifindf Each of the elements in

. : _' E,Table 6 is a simple - unweighted -4 average of the in vidual.institutions'ﬂ'
o ’ ’. e -

: \‘expense budgets ‘in the relevant[year.- For-all categorie_ but~one, the«bdg}i

gets refledt the assumption that the student ]ives at; he instit tion~ for .

y \
the pu‘iic two-year colleges th' budgets inolude a leing allow nce based '

;'...-.' | ‘

© .4 - upon the assumption that the student is a commuter. ;f' : .
T : o - . - ) p RN S - L PRI - I
ERIC (10 e e




- .- . ‘. ) .. . ‘ 4 - )
" 3 ' I . !
S e TABLE”S#f' T

.

S o STUDENT EXPENSE BUDGETS AT VARIOUS PERCENTILES : e -
.- OF THE FULL POPULATION OF EXPENSE BUDGETS, - e
o 1968 69 THROUGH .1977-78° - . " . . . | ~™
* (current dollars) - ol L

O R ¢ N ¢ I )
e LR S . . : » Lo
- I R , _Percentiles™"
‘Academic =~ = - S e T e
_Yeer . 99th - .95th .-~ both S ~~ 85th -

| ©198-69. 4000 . 3530 - - 33000 .. 360
Lo Masesr0 Tussoe VhL lago0 L 3ssg 73330
197071, oak0s L0 3950 . " 3600 e 3375
B S 1971-72 4670 4150 - 3766 . - .3520
& wnay aers a0 3920 o350 |
S MemTe s199 U gseo w1200 T Fyg00 \ o
1974-75, 5400 783 T - w31 T 4050 - T
C1975-76 . 5706 S 4900, oo w200 39700
| 1976-77  :° 6460 - saso N\ agio. . aso L
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Sk See text for sources. . .- . N T

The nexttstep is to map each of the points {n Tables 5 andd6 into-

L A Y

a. corresponding income. In- particular, the level 0 inCOme pought is

that which by the procpdures of the CSS. for the rele ant years,
_ PR _

'1mplies an EPC equal to the indicated expense budget. To be explicit R

.hconsider th} expense budget for MSNI in 1968-69 $3 681, The question'-'f-: n:;_' ;:n
E‘is: what 1eve1 of income in 19@7 implied an EPC of $3681'z h,
B \};; o Now _some QSSUmptions and choic‘?s need to be made. There}B no one- - '7:. -
f-;:fAvto—one correspondence between incohe and EPC. Anyone familiar'with fh . "f,_'

CSS' methodology knows that certain other factors come into play 4 ._'f 57':- p

xui A ‘the family size, the assets of the parents how‘many chi}dren are
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PR ,,simultaneo’s},y in college, fo namé‘ aeveral

JE e |

,".l'.f: \ : _ ‘.nowy, to dow more t:hanimali.e_‘ some a,su:nptions‘ that: will tepreaent one ” o :
“ ,f&irly general case. Anyone 80. Q\clin?@ call vary"the a.ss‘ump;i.on_s‘and_ ‘
- . . obserVe how ‘they .:ffm t’ the resul‘La. T r T _' C . v
.:_ ’: ’I‘he principal as,sumpt:ions .are four- -' first: éhere are. no o _. '_ )
[ ' spaial 'eirbu.xnstances lik‘e extra‘ordinary medicgln eXpenses" seoond ‘°*
_;.=_. o _ there" i's on'e cbﬂd in coll‘ege,,third the family has two parents and -
!‘ »® .t:wo childreﬁ, \ﬁxd fdurth ;‘ssets are just large enough so that: the N L
'-._:" ‘ famil,y's diseretionary net wort:t:.is ;arecisely equal t:o t:hé permissible
| _ hliowance‘s from Ml&income.:, This fourt:h assumnt:ion 1s sometimes“ | _:
:. ﬁ"‘ | described as t:i'le nliut:pal:ﬁty assumpt:ion regarding asset:s. : Under it:‘
) '_ adjust:ed lavailable imcome is a;sumed equal t:o total income. ,' v _ ,, (
i ' -l: ) IOn t;by basis <t is possible to make ' one-t:o-one transforuiat:ion, : .i

K 2 between each number in Ta"tales 5+“and 6 and a corxespcinding income 7,
R 4 - ’,

’t.ransformét:ion‘makes it: possible to const:ruct: t:he AEFs, and t:hey are
PR .

S presented for t:he four frac&il.es in Figure 4 and for t:he seven act:ual

AL - ‘s ‘ )

_. .- \/ * . . .

‘ . - . e
- roups in Figure 'S - -
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e

= \" °.'_;._ rcentiles have no'been entered' in such ~Cases nearby values make it ___._"". -
- PR AN . ' LT ey
_ relqtively easy t:o est:imat:e t:hose omitted X4 Wha; each percmt:lke in- : SO .
RS '," dicaths ;Ls the °proport:ion of American family incomés which weﬂre above R
v o _..' . S .. s N o . T _l . ’ - «
\. and below t:he AEF Fdx; example,\:tn 1977 \8 93 4 petc tof i’at_nil,.yv.. . '
et . incomes were estimat:ed .(:o have been be‘low S and 6. 6 percenﬁ above -~ ‘ _—
- . ‘,.‘, v o .. “‘ N . . ~ " "‘:_'._.' )
L the level of" i‘ncome atl wbich the ﬂssumed family would jusr .qualify --_ s
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r'd or Just: fa‘ﬁ tO qualify == for w at t:he MSNI O e e
T TYE PR
»y : \ i" .'. L '\ o : ‘\‘ “ (( - ", T |' ) L l: -
. _,‘._ - ! : c.-., ¢ - *l . . 1 . . '. .__‘ "!I Y “"
[ SR -_E . ' . A. [ ot .f

.

\L That:

It: :La.not; practical 4 r.." ? .




b”J,\ln

- FIGURE 4 S

- Y AID ELIGIHILITY FRONTIERS FOR FOUR Groups .
... DEFINED BY PERCENTILE§ OF THE' '
.+, - ~DISTRIBUTION OF EXPENSE' BUDGETS,
... WITH FERCENTILNS .OF THE INCOME. DISTRIBUTION
Lu Sl 1968-69 THROUGH 1977-78. ’

o~ ’ oo

INCOME ' o ]. ,-: . : :Aj . B | . :: ' :,h'g
thousandﬁ S T S, ’ -

‘of current.| . S .

1 ' ‘ 1 . '_. .'.. . K S . . ‘._. : oo
. ’ e o ’ SN T e o
N \ S ", : IR g
Y . , . ! 4 . L
e cos S e SRR 4 a
‘;L‘ . . 4 R . . E ...1 l -
o ’ - ) s« R 4 ‘-> ‘s . v .
A . Jme .0.,1:./' . ) L s .
P K . . o . co
- . . LA Y B
- : ‘ 4 \
_ d y ‘f"\ . ! : Yo

dolla:s) ) ___'_‘ , 5-.- . Z.x.ff oo _  ‘ ﬂf

[
- a %
-

¢ aeteg MO

[\ L

vas| T

.

-n-—-....-.-.

_ . ACADEMIC_
774 7% .;_;»_ YEAR®

1968~ 69~ 0= 71— 72- 73 4o 757 76, W=
s 0T T 3Tk 75 76

. o i

95th Percentile

° o

9OtH-Percentilg‘T

85th Percentile A




TS Y
’ e ;- " AID ELIG

<

I B ll TY FRONT

.-;l FIGURB 5 :

IERS F6R SEVEN GROUPS OF INSTITUTIONS

o : WITH PERCENTILES OF THE INCOME DISTRIBUTIdN
T INGOME . | -

" (in thousands |’ -

 :of currént

| V37

g © .35,

-69 THROUGH 1977-78 Ly

RESPRI

2080 privprs

oo

1968+ . 69~
9 70

70~
1

1l=

72

72=.73~
73

74-

75+ 7

(' 77-" FacapEmIC

‘YEAR




: percentiles associated'with7various elements'of‘

7css standards had been used “and 4t is the BEOG standard w‘ich 1s the

- Several‘ conclusions emerge from those AEFa which have‘been developed
'y

First they go: a 1ong Way towards showing why simply referring to’ some ,‘

family -as being eligible or. ineligible in the abatract is not- ‘very help- '-'

. B .
a ful. It is true that somh incomes - those in region U of Figure 5 -

N,
would have disqualified the spbcified family everywhere, even at the.
\ C ¥
most expensive institutions. It is also_true that incomes in region Q

3wou1d have qualified the specified family verywhere, ‘even at the least

f'costly institutions. However, for all ‘the incomes between regions U and

3

Q, the situation is less clear~cut° they WOuld ‘have qualified the speci-

fied- family at -some institutions and disqualified it at others.

Another conclusion concerns how uniformly high the percentiles are. m

the neighborhood of 5 percent of the incomes in the country are judged

& T
the, expensive private instltutions. But what_is1

' high enough to enable the specified family to payzthe full charges at

eally striking are the

he public sector. Tﬁe

[}
.

:numbers suggest that not only in the state universities, but even in -,

) the community colleges a very large proportion of tpe population wouhQ

7 not be deemed able to afford the stated fees but instead wentd ha‘E

fsom amount of measured need. To be sure, ohe measured need would

e o
-, L

- . lefs += the AEFs would be uniformly lower == if the BEOG rathér than the

-

- _one more frequehtly actually applied in the setting of the community col-

..Ilege. Even with the AEFs based on the BEOG formula, however, the per-

’

“-centiles for the public sector still appear remarkably high the point is
e " o o o o
illustrated in Figure Appéndix B~ l ‘ ' '

1

-

' Perhaps when'one thinks about it it is° notuso surprising.that only-in-~ '




This general obaerVation about the location of the AEF for the

community colleges goes hand in hand with an importaqt finding which 'l'

'Lawrence Gladieux preaonted in 197 con(erning the participation of
' : S W R
those institutions Ln Lhc campua-bnsed programs' Loy I ’

4
e

The two-year colleges relative pahticipation in these
Jlcampus based" ,(or institutional}y administered) programs .
. appears disproportionately low..V. Even after considering
- the lower costs of attendance at two-year colleges, pre- \
'liminary estimates 'indicate that 20 to 25 percent of all
~ student financial need ‘for full-time students in higher
" ;tducation is in two-year institutions..., [T]he. explana-
tion [for .the low rate of participation] seems to rest .7/}
‘'with the community -colleges themselves.. Many" two-year
finstitutions simply do not apply for one or more of the
- programs..,. Because of their long tradition of low -
- student charges, some community- colleges - may tend to think -
that stuident aid is not their concern; but rather something
for higher priced four-year institutions to worry about.
But their” students do have substantial needs and in too _
_ many. cases are effectively denied potential. opportunities C
T . for federal assistance simply because.of the' institution s .
'failure to apply for an allotment. of funds.lq

3 _Certainly Gladieux 8 findings and those presented‘for the AEF of" the
';community colleges reinforce each other and prompt: on?/“o\give serious
thought to the question of how much remains to be done to. transform the _

' hopes for equal access into reality. It is still true,'after all that
o . ‘1 .
less than half of ax/ ge-—group gets to college at all, and those who do
" not go are disproportionately from pobr families. | '
S

In following the course of each AEF, it becomes clear that the- per- .:_“”

cgntiles chﬁnge over time. Three factors interact to bring about those ,
: 4 L : ’ -
change9° the general level of income, the level of 1nstitutional/charges,-

‘ ' .“".('and the'sLandards by which EPC s derived from a given income.“.Other '
. . ‘ . > . PR S

' things beinﬁ?‘QUBI' an'inCreaSe in the’ level of charges increaseélthé‘}pph.7

L

W a{d~eligib1e ptpulation, as does ah easing of the atandard( for-calcué".

| lating the EPC. Other things being equal, an increase in the general Lo

. -:level of inoome decreaaes the aid-eligible population, as does ‘a tighten-'{u IR
SRR . | RS N
) ‘ing oﬁ the %tandards for‘caldulating the EPC L o N

_ N P S _ A I
' . - N S . PR N .
. o i W - ) . . . ) ) ] . i

v
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Regarding thh observed phangea in the percentileir-two points "fi

' should be made. The first is that there is a great deal of stability

- 1in the percentiles along many of the AEFs- the major interacting f/rces
ﬂ /./

oA
haVe moved in such a way tOrachieve this out¢ome. Thus, throughout the o

L4

’period 'S to 10 percent of the incomes have been judged eufficient for
the specified tamily to pay'the full charges in the Ivy institutions.
'For a: broad spectrum of state universities the corresponding range 1s,

roughly 18 to 23 percent | Lo

i .
“l-

The other point however, 1s that there has been .some interesting
va‘riation in the percentilds for all groups'chough it has been ‘more
'pronounced for some than for others. - The variation is particularly

worth noting for the community eolleges, the private colleges depending

A

heavily on in-state students, and the broad cate ory of private residen— -

tial four-year institutions. The exact .cause of ariation cannot be
A

.

- read directly from the AEF* it must be’ explained om,independent in-.
;’T‘\formation. For example,‘itlis well known that the effective Css |
‘ standards wvere substantially liberalized for the 1915 76 academic year,'
_1and this development goes a long way towardg‘eXplaining the large inr

L

Enough has been said- to suggest some of the uses: oi AEFs° it is

' 5creases in the percentiles between 1974~ 75 and 1975—76

- wqxth remembering that they have been calculated for 36’2 a few groups -

of institutions¢ It would be relatively easy to deriVe additional AEFs,

i either for indiviﬁual institutions or for differently defined groups in
,pwhioh public policy makers, administrators, members of governing boards,u

or others might have some interest.

]n itself, the AEF ia a useful device for exploring the boundary

¥

between aid-eligible and aid ineligible populations.' It is less direJtly

. ¥ ”' . \

.

-




parenta' pontribution-income relationship the EPC-IR.ll_ _:': ,._3<_‘ SR
‘ o F gures 6 through 15 depict the Ef{y:;s for 1968 69 through 1977-78 o

L - rﬁ/ IR
o } 2 for alfl qf the cat€gorfes. for which an AEF has been constructed 12 13 T

"'o . A .o . : _
.. them nd. in.so doing, 1earning about the'relationships that haVe.;
. exiSted over roughly the past decade between income and the direct | Ly

"chayges which families have. been expected to incur in sending their
\, Ld

chil#ren to college¢ A few of the more important conclusions that

N

. emergk from these EPG-TRs follow.{j' - . S fv o : _-;.fs,:.\
," E S . '.' . \ v ) ‘. . . A . . . .
- FirSC. ‘the: figures reinforce our understanding that yheré is a

substintial asymmetry in the way important features of the pricing
\ .

'system,operate on the upward-sloping as opposed to the flat portions of:

\ .
any of the EPC-IRs. Of course the former correspond to- aid-eligibility .
and the labter to aid- ineligibility. \The important point‘is that on - o
fthe upwand-sloping portion, the EPC increases qs a percentage of income '
.;as income increases "By clear.contrast \enl%‘e flat portions, the EPC ' f:,#i

L

]decreases as a percentage of income as anome increases. Therefore it

\ . \ . ' I‘.'
turns out fhat EPC as a perdentage of before_fax income is highest .

' . g ‘ B .-" 9\

precisely at that income representing, for any of the groups of institu- "
tions depichd the boundary between the regions of eligibility and in- -
’-\"‘——"“ :
eligibility. Under the conditions specified the family which just .
._1_! 1f?‘ fails to qual fy for aid at the’ institution its child attends is in-

Ny ' ;deed paying a higher percentage of its before tax income for the costs‘

«

'.of college than is enpected of any other family with' a.son or daughter

"

”atvthe_same;insu tution. If this point is what ‘s meant by the burden sy, _
N | S Y
\amilies, it is quite rea];istic. -; TR ST

"’yon;middle?incOme
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'_;EPC-IR with the income axis shifted from $6 163 to $9 375.

v _
_tﬂm:?verage of those charges Was below the 99th percentile. By 1977—'

78,
1960s.and in the late 1970s has not been pfecisely calculated

) percentile remained roughly constant over the period

:“during 1975 76 Those changes sgbstantially liberalized ‘the  EPC, and it‘
:1975-V6 - suggests the magnitudes involveda-

'the upper regionﬁ

:rose from roughly $16 000 to around 325 000, implying\a rather steep

'uw \'\9
o

.-..'-"— L » a r

Second, the diagrams Suggest aomething about the variability oﬁf--

t.group vere always near°the top Qf the/spectrum. but in the late 19603

the Ivy average was.substantially above the’ 99th percentile.

b

PRIVDIS group provides a good compariSOn. These institutions arevmuch -

-'more disciplined by oompetition in the market Where this group\:‘q\\~,-

¢

[}

One can

' -charges stood in terms of percentiles of the distributiOn, in the late.'d'

'_ .fortunes and Dpportu!&ties in the private sector. Charges for the Ivy Tt

';see by inspection, however, that the group 's: standing vis~a~vis the 85th

PR 4

This comparison
between the Ivy and PRIVDIS groups suggests how valuable strength in

the market is for an educational institution, especially 1in peE}ods

A

v ‘__-_"

’marked bY general economie difficulties."th S o 107.

- v

T e

,.' '
<

Third

S

.iniQUde of the changes which Css. introduced during 1974 75 to take effect

[ .

4

0

eelings. o ),

”~

is no secret that, simultaneously, they created some hard
A comparison of Figures erand l3 - the EPC*IRS for 974 75 and

.&
Thé changes had the gener-

A3

to the right while simultaneously fﬁatteniﬁg it somewhat, especially in
-t
BetWeen 1974 75 and l975-76 the intersection of the

Yy

The intet- '

&

» L
section is, of course,vthé level of income fgr which thevEPC is Zero.-

A}

_\‘-.

v [

.7:.-"

t

Also, in l974 ?5‘ EEC rose from- approximately iZ 380 to ’$5 700 as income'_'_ "

these diagrams provide additional perspective on the mag-' s L

. Hal effect of moving the upward—sloping pgrtion°of the curve substantially '

. . . LT e ! . ' . .
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_'.'-: rg nal as:aessme.‘bt rate. 'In 1975-7% by contrast an income of " ;"'“1’ '_
RN [} PR
e ll 0 for the specified family called *fbr ‘an EPC of on&y abo‘ o e
-‘ _.,‘-;_*-- $1,2 The EPC dld"not reach $2 300 uutil income reached about; T

. AN s . . |

."..' A Eh *

I ) o
-$20 500, .and lt did not reach $5 7()0 unLil inc0me was around $29,,&GO Y S

Lt "-A' - .'. ' - * ,.'-' e
- -'Moreover, in 1975—-\§, the ef.fective marginal assessment rate out - of I

)

before-—tax income .for incomes .approximately in the range of $30 000
] . to $34 000 was only about 16.. _ L\ . " - A-’_. . . : Lo , .
-6: e e .. _‘ ‘ ) L. D . o o Lo e
Clearly, by ‘initiating these ch,anges CSS was cloing its part to. - \ '
. A_ respond to some of the problems individual families were experiencing
-‘.‘« . . . .. ' —. .
S, o in paying for college. The question of who was going to’ fina‘nce the o .
.d e N ' . -,‘. . \r") .
Ty, increased aggregate need creat;ed in th1s way was, of course, anot'ner A
fg" _‘ ) métter and was, to a 1arge ex-tent what the, controversy following the. :
s 14, R AR ( N
N pub-lica.tion.oi t'he new schedules was all ab0ut. _ ‘_ 3 U T
- -., ] ) : .. \ ~ 7
- S s There are 'dwo interesting finding regarding pricing in the public
. ' "'-".'séctor. First, when tor:al expen e budg’ets are considered there 1s not
R muclvariation among groups of four-year institutions no. matter how the .
¢ [T .
'_' Coe group’s are defiped that: fig&ing comes from having tried a number of '
) groups other than the two ?-- MSSU and LSSU - for which results are ’
ks % ",. » ‘
£ e actually presented Thb small amount of variability in the total bud-— .
\ .. I T i
R ‘ets/is a result ‘of the tyw.gglly high Eatio of living expenSes to e .
L e K ) < R
/ B ..: tuit.tﬂl’s for; .public institutions.. For the two grAups ,for which results : :
o_ . . P " .. - .'.- ¢ L .
M RO are presented - MSGU h% LSSU — those result's are whats was expected S
B S . . 0 -
. TNy . o ' . . “ K
e O t“thé outse N\ the expense budgets are hi‘gher for . the MSS than for the e
L L ‘ g ' . .Q.. .:'..:._.
:'/‘ LSSU. A_.,‘réwever, the differﬁncesaare relatively smal’ and also quite Sl e
..'. . I . - R .. ‘Q ﬁ \ T ) ‘}'r-,""." 3 -. - : . ‘} SR u‘ ‘ . ‘f"-":‘ V. _..(-: .-
oy stable OVer time. A ‘, SR e Co N B R T
‘ L . i The‘, other point ab'out pr'icing in the p'ublic sector that emerges A ¥ .
ATE \\T"‘ 'y ‘ e . A Y
e from work with the E'PC-IRsois one also made earlier on the basis of.the R \‘, L
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AFF. how htgh the average expe Z)budget is for the community colleﬁes [ o
. . o, 4 . SRR
~'.Z “jf;- o In focusing upon tuition, one easily gets the impression that,-over

oy :.. ‘

o0 e lange regionx of the country, these institutions may be attended virtual-_‘

1y free. An average expense budQEt of apProximately $2 300’in 1977 8. L

-.ﬁ.--h-._" obviously ca%ts this notion into question. Of course, what the true :. T

costs are in a non-residential setting becomes a Uit uncertain, and
. - - * rc

S cases can“he made for a'bariety of figures. But to’ the extent that the .---ﬂ“'"}

. expense Budget presented is a good measure of the true cost, then it is
[,

> importantfto;emphasize thatithe'mere existence of onmunity colleges*and ‘

low tuitions will probably not in themselves, b%'enough to 1ead to \"

o o . . R

K substantial progress,in improving access. - "; o a - : e o
. . . . oy ‘ . . .- L . .‘- ' ° ’




. oL ., VI, _SOME CONCLUDING THOUGHTS - . ~ =~ , .0 »o ol .o
Y LS T e ; T e
oo e ) T " o . . o
B} ' e T S N e ' ' ' J.ﬂ, ' R
The analysis in the previous sectioé has been an attempt to place :
'ithe system of pricing in - %’erican higher education in a useful perspec- _‘i
{ . ‘ .
B T . o, \
A _ - tive from which to dispuss certain important issues of policy

At the outset it is useful to summarize two central characteristics'
. ' g Ya R |

_of the-current System. First, it is about as thomoughly developed

.pervasive and wcll functioning a system of price discrimination as _

- exists in amy ongoing economic endeavor Theiterm;jpricg.discrimina— X
"th’n? is unfortjrate because:theﬁvord "discrimination" haslsg%h un- " .
'pleasane'and emotion-laﬁen connétations However,.price discriﬂinatiodg.”

'G.

is,precisely what is. hap§:ning, and it wou&d not’ be helpful to our

0"h.'fvf- - understanding to aboid thh phrase. . .
Y o .': Second, the systenss outcome depends upon the interaction of twéﬁ e =)
_ :.'- f’ | sets ot forces those est&blishing prices and those establishing ruleL’- ;'
°¥a for altering‘them for some students For-a very wide spectrum of._ EV: B
. e J

;.higher education decisions regarding prices and. the basic rules gov- ..

-

,ernlng the aWarq of financial aid are maderby/;eparate,groups. of '?i.

C -

course a state has the Optidn of making both ‘sets of deci!&ons ln this .

N\ .
'__ » 4 _ K sense. it set$ prices in the" public sector, and it can simultaneously
‘. P . ‘ . * »
. 'determi"}the rules for awarding its own financial aid. In reality,
v . . \ .
4) T ;however there ar limits to the degree to which states actually achieve ’

_a,high level_of c rdination between pr!cing and financial aid policy

-

3
As the system f financial aid and pricing is currently operatihg,.='

- ."'what are some of its major %esults’ For one thing, it goes a- Subatan~ IJ

)

4 tial step in- thc direction of oliminatinguthe tuitionlgap. ) There1are :

. some compiexivies'involved_in determining;hdw.did-ts'cOOrdinated:inlthea

N . T
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preaenpe of both the’BEOdznulthe CSS standards, but with that iasue
R W :

' put aside, ‘the important point is that as lOng as’ one’ is operating on

* the sloping portlon oi thb FPE IR, tho nxpected family contribution qu"

L K
lndcpendent of- whlch lnstltution Lho .tudent attonds Tp*those-who
: A\

‘are familiar with whe workings of the system, this point comes a’no

V. _ Co e
news But to those 1ess well initiated who have been he?ring a greaL ' S {

' deal bout theg "tuition gap," the point may be quite surprising indeed
Of c0uroe that gap is real enough on fﬁe“flat'porfiens.of the curve.
-Second the major need analysis methodologies lead to this important ;..-. :}Q

) ' ! -
‘result: EPC as a percentage of before tax family income rises .as

.

lncome.kises over the sloping portion of each EPC IR‘and falls as. - o
income rises over )he flat portion of eac EPC#IR. Thus, for any given
.o‘~inStitution, this percentage is at a maximum for';hat family which just

’ . ’ ) ’ . B -

“'fails to qualify for aid If one, is looking for a sense in which there
o : isfsubstanpelto tZe difficulties of the middle clasp, here is a. very .{

: -
simple and loglca e._ T3 alter this gfneral iesult - if there wete
any inclination to do SO --— it would be necessary ta. alter the current

“ . . ‘: . : -
methodoldgies of noed analysis A change in the'charges at ny institu—-'

tion would.not alter't eral result but it would change the lével a B }'v_x

. ..
of income at which EPC’ as a percentage :}\{Ecome reached a maximum

e
T

for those attending that institution.

,As one looks to the future, a number of potential problema for the

e
- . -

smooth functioning of the current system are. visible on the horiz0n.

‘One ari‘es 1argely as a’ bywproduct of inflation‘and creates what one. '}/{F

od" - PR

-(t:: ‘ might call ‘an "inflationary~era-sup%rmarket~shopping" syndrome., In mére 't

/ LS . ".

I kN

b :. o stable times people'tend to'be/lese frustfated at the chetkout couﬂf’r e
Rl ‘ * : .
than they are n nﬁ era. of inflatign when the unpleasant sﬁ;pri es: are

E

frequant. Eventually people,dn general begin to be hlghly‘/? sitive ton-.i',f | g-'




o ///receiving and which seems likely to continue

the prices of the items they select and they begin to ahop:very AR
: ’carefully N . -- o ’ . Lo o .. : oo / .

-

T!ns syndrome extends to ‘many facets of evexyday life, and pricing
of higher education is not immune to it ' In the current era, the _”*

aystem is. 1ikely to be\getting a much more’ thorough examination than
. N : *

it would in an era of more stable prices. This fact substanuially

\

‘complicates the problems of administering it because price discrimina— e
' tion is inherently a contentiOus subject. It is just a political fact

.lof iife that this system of price discrimination can function much more
/ \ N

easily when it is ‘ot getting the meticulous scrutiny which it is ‘now

¢

. Another potential difficulty arises because the current systemf

does treat families very differently depending on whether or not theyA

13

. are, applying for aid The degreevof intrusiveness that accompanies'-

'ﬁneed-based financial aid is nOt a.trivial political issue, and one:
wonders how often families se]ett ]ess rather than more expensive

..institutions to avoid questions they.simply prefer.not to answer. An _'Ii g

:_issue for the future is to what extent tuitions will continue‘to rise" "
. IS . * '._, ~ )
fast enough to make families ever higher on the income distribution

‘o

- eligible for aid Iﬁ and when.families with relatively complicated

l faderal income ‘tax. returns become eligible, the generhl system is likely
¥ , v -
"_to-encounter some stropg resistance. -Inde it would be-extremely coo
: e - SRR

interesting to know what changes have takeh place over the last two

: decades in the 1ength onHnafederhl income tax returns for the-more:,g“

I

."prosperqps end of CSS' population of filers. D o

Still another problem whieh 1ies ahead is a clear by-product of '_5i;i

+

the economic environmént which American higher education is about to

.\,\1 e ( .. . a. . . ‘ ,4-' c A

* . . . . N : N . N ! N
\.‘\-‘ . . ' .»' . o ' , S . o " ) . b . e, p
T L : ) T . Lo

L}




~N L':_'.enter 1n earnest,,one ln which the central problem for most inetitutions_%-'
:5i<'"5' will be the existence ot threat of excess capacity._ To 0peﬂ\§e as much -
SN w :

}\\ in unison as it does, the existing syspem of financial aid requires mAny
N r .

X .
= inatitutione to share some broad prin lples regarding the importance of«'_'“
RN '

Ihaving aid be predominantly need-based In .the period to come the need-

‘based- system will be under great strain ae the temptations tq.devi%te
. \ . | R "~ . ': -
.from it mqsnt. Already no:ﬁﬁedbanards are.a growing force, and the pres- e
- . . , \ S
sures to expand them will gqu before they diminish, despite the federal‘.i‘ o
- | :

government s substantlal control over the formulas for distributing

f-federal finah'ial aid.

A Iinal P spective area- of difficulty in the coming period concerns

\

. . the independent -tudenL. It is. no easy task to create language to dis—

-

ouse; proyides_that.the_ ssessment rate_on_indepéndent students'

4 .

o

from $l 100 to $3,400. 2

If the treatMent of genuinely independent students

&
actuallykdpes improve. hat would be eicellent._ However, should these or’

conclude, as they may b nfmpted to, that the real’assistance for middle- R

¢ |

income families comes f*om' he feasibility of dumping theﬁt children

. . . : .;’« _ )
,abruptly ‘into independence. If any large-scale moVement along those T Ly

- lines were\tq take place it uld become an -alt atross for etudent ald,

even'mqre detri entah-thun the default problem

RS v . \\- e .. o e o - . e s
. T (1. ’ C s d Ty . ‘ [ : .
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Those are. some of the problems, but along with’ them comés an excel-

" :: * . - v

\v “ '_ﬂ _“‘__ lent opportunity. to advance accesa at a tﬂhe.wHEn collegea hnd uni~-
| ji. . 'vgrsities have strong reaaon to be especially receptive'io students
newly*encouraged to participate in higher education.';': . '.',g - ;-:}'
For - those vho govern and administer the system of financial aid ;.

C.. .. the period to ceme will not fe easy.. It will be a: time requiring sbme

o thoughtfuln?ss, some patience, and some very acute sense- of the dis-

'£ tinction between what is and what iq not politically feasible. Largely
what 1s needed are some. eoncerted efforts to dévelop an® ever-broader . "
consensus on how the costs of Righer educatiop should be shared among
society, thefstudent, and ‘hif or her family \ oy
. E_ .
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11, ABRIEF REVIEW OF THE Ecouomc |
v EDUCATION o

’ . ) B _' . : .‘\'

. - A : e '\Y_n
1. This section of the paper, relies heavily on Kenneth M Deitch
. "Some Aspects of -the Economics of American Higher Education,"
- unpublished ‘working paper, Sloan Commission on Government and
" Higher Education, originally distributed November 1977, Revision
~ of January 1978, pp. 34-126. - Tn some instances, portions of
this section have been taken verbatim from that paper.

>

tRichard Freeman and J.:Herbert Hollomon,_"The Declining Value of -

D
Allan& \Cartter, Ph D, ' _s and - the Academic Labor’ Market (New York
and other cities McGraw-Hill Book Co., 1975), Pl ZZ~53 ‘

3 U S. Bureau of the Census Current Populat ion- Reports, Series

‘| 'P-20, No. 309, “School Enrollment Social and Economic.Charac-
- teristics of Students: October 1976" (Advance Report)

. Federal Aid to Postsecondary Students: Tax Alldwances and
Alternative Subsidies (Washington. “The Congress of the United
States Congsssional Budget Office, l978), p.-

A
e

4 \ Earl F.. Cheit The -New Depression in Higher Eduoation — Two -
' ' Years Later (Berkeley, ‘California: The Carnegie Foundation for o

E \lhe Advancement of Teaching, 19?3), pp.'i5 l6 51 52, - }

: ri Ame{ican Council on Education, 1975), Pp. 51-56
5. Howa _R. Bowen, Academic Compensation. Are Faculty and Staff
~,in Amdrican Higher Education Adequately Paid?. (New, York:
Teache s Insurance-and Annuity Association, College Retirement
Fund 1978) V C ‘

—_ : N

7.- 'The foretasts derived from Cartter s work 1 average'o two ;. -
"~ of the f¢recasts he made. See Cartter, Ph.D." ..y P. 183
The esse tlal aspumptions incorporaLed in thef forecast derived
from. Cart{er’'s work. are that the student-faculty ratio willx\
~ indgease during the §970s .and then decline dyring the 1980s "\
. d 15:} and that during the 1980s there will be a net an-
nugl declife in the faquLy of 1.5 ‘percent in response to &

yle -H. Lanier and CharleSOJ Andersen, A Study of the Financial_
Condition of Colleges and Universities: 1972-1975 (ﬁashington.-

College Coing," Change (September l975), PP.. 26 27, - - IRV

(Washington U.S. GovernmEht\i;:nting Office, 1977), p. 6. | | o
The Congress of the United SFat Congressional Budget Office,

telative decline in academic salarles, . L ,/:,\\\' -

o E , - C .
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. FINANCII\L AID- 1IN /AN ERA OF
cousmmv{rlons
fde quélleﬁt.sn&:cei_on

, . One-Half\ tost;_ An Analysil

Tastitgelon, 1978),. . BL279. |

- Alexander G. Sidar, Jr. and David A. Potter, No Neeé/neric -
--AwaTds: A Survey of Their Use at Four-Year Public and
~Private Colleges and Universities (New York: College 7,
”_Entrance Examination Board, 1978) . ' _ B

. Barry McCarty, "No—Need Scholarships," The College
* Review, No. 607 (Spring 1978), PP 38-39 '

gss: cAPACITY: " ¥cMe INTRODUCTORY /-« v

I

b . . . Lo
-cost rule are: Richard J.
pportunity Grant” Program -
nover, oNew ‘Hampshire, . _
Consortium on Financing H}gher Education, November 6, 1975
(mimebgraphed) and Robert' W. Hartman,  "Federal bptions for’

Student Aid," in David W. Breneman .and Chester E. Fimm, Jr.,'

Raméden,'"Tho Basle Educa

. eds., with the. assistance of ‘Sisan C. Nelsen, Public Policy.

and Private Higher. Education (Washington. Ihe Brookings_
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1¥-'17HE'BﬁanN orprriNA'Foptgtrcﬁmg E UCATION‘_'_“'_’: ST

T '/;__,

: -l_._. 7"Status of Legielation," The (‘hr_cixicle of Hjher Eglucation, e

B )

' L co . -

S 20 Quoted in:9Sth Congreés,’?nd es§idh' House of"Renresentatives,-"

" Report No, 95~951, !'Middle Income Student Assistance Act,"
-%.March 14, 1978, pp.: 2—3

;~.

’ . ! . }‘_

3. ] Larry L. Lesli& Higher Education Opgortuni,ty A, Decade of

- - Progress (Washington° .The Amgrican Association for Higher
B Educat on, 1977), P l3. :

-"' Vo

. Jaeob ampen "The Tuition Cap Idea: 'An lnitial Discussion,"y' S

7. .The Congress of the' United States, Congressional Budget Office,

“--lkf' 'The Congrebs'of the Unlgzd States, COngreshlonanﬁBudg!t 0

Draft/ ,SCU, November 8 1972 (mimeographed) p. 1.
5. Albert H. Quie, "Quie" Study Shows College Tuition Squeeze Gets -
'jTighter," N news - release of May 10 1978 ' o

. 6. . The Carnegie Council ‘on Policy Studies in. Higher Education,

. The 'States and Private. . Higher Education: Problems and Policies
in a New Era (San Framcisco ,and’ other citiesw Jossey-Bass -

M

Publishers, l977), P /}8 ' i

e Egger&l*Aid to Postsecondary Studemts..,, P. 14, . L
8.;. The Congréss of the United States, Congressional udgetgoffice,
Federal. Assistance for Postsecondary,Education, Options for
-.. . Fiscal Year 1979 (Washington:. U S. . Government Pr]cting Off ice,
v, 1978, pp..s and 7 S ..\ . T

’ 9,_ gWilliam D. Ford letter of ng 3,,1978 to Alice Rivlin.

; .
- 10, _Robert A Levine, letter of May 12, 1978 to William D Ford

b oL

,ll, The earlier study is:. James E Nelson, "Are Parents Expected to

Pay Too Much?" The College’ Board Review, No. .92 (Summer l974), .
pp. 11-15. The more recent study is:. James' E. Nelson, ‘Wikliam D.
'Van Dusen, Edmund C. qacobsono ‘The ‘N1llingness of Parents to .=
_ ‘Contribute to Postsecondary Educational. Expenses, Prepared by the
+  College Entrance Examination Board Under Contract to The. Office of
Planning, Budgeting, and Evaluatdon, Postsecondary Programs. :
Division, United States Office of Education; (no date)

~o12. Nel-eon "Are Paren' Expccted ‘to Pay 'I‘oo Much?" p. ‘11. .-:l _ L J L

11.; Nelson, Van Dusen, Jatoh,nn,_lhc W1ll!lll““f1£l£qgﬂﬁﬂﬁfa to
'-'ContrlhuL(,.»,np. Lo ;
—‘———'——-—t—»-..»

Federal A{d to Postsecon ary Students..., p. 11l. and The- Congre '
.. - of the United States, Congressional-. Budg@t Office, Federal '
i Assistance for Postsecondary Lducation..., p. BXJ '
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-See Elizabeth W Suchar, S;ephen H Ivens, Edﬁund C. JJLobSOn,

Student: Expenses at Postsecondary Institytions, 1978-79 . (New

Ib:i.d., P- vl T T " I

'. Letter from Martin J Silvgr td. b}e editor, The New York Times
" April; 17 1978, p. A22 o o

. York College Entranée Examination Board, 1978) S e I
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- “ V.. PRICING: AND I;LIGIBIlejY FOR AID SHR e L e e
-+ 1. Stephen Dresch has given a’lucid explanation of- the grant component

-+ of loans in a brief paper.commenting on' the. proposal by Congressman. - - "~ -

Michael Harrington and Boston ‘University. President John Silber for o

P o .~ an intome-contingent lending plan. See Stephen P. Dresch, "A-Cni;ique_f'qx;
Ca T 6f-the\Hagring;on-Silber-Tuition Advance Fund," New Haven, Institute '

PP

R for Demographic: and E°°“QE§C-$Fudiés,:May 15, 1978, - ° i : E

L IR . '.. AT T o SR = :
" . [ 2.  (College Scholarship Service, CS§ Need Analysis: Theory and €omputa- -?.
- L "tion Procedures for .the 1978479_FAFuInqludiquSamplé Caseg and .

- .Tables (New York: “College Entrance Examination Board, :1977), .p.. 9.

W S . : v . . A y . !
o f__,.' 3. While I.was' in éhe earlyLstagés of developing the notion of the aid = ., ..
- eligibility frgutier, James Nelson'and .William.Van Dusen were very
helpful and evén prepared.a-brief paper, "The Question of Afford- "'

+ ability," May 19§ 1978 ( imeographed), to help put.sgme empirical
: contént’'to a ¢losely related ‘variant of the-general notion fOr‘zpmé e
of the CSS' broad aggregates of inst¥tutions. = . - . o e

o«

[N

, ‘. o 4. .The source for the measurg of selectivity used is:. Susan F, Watts, -
' - editor, The. College Handbook - (New York: '.College Entrance Examinatiénj_
‘Board, 1977). : o o R ' - '

: . Ce N e "i..t L " N !:' :
S T s, .The source for. the proportion- of in-state freshmen:for the various ,
: ‘= .institutions is: TIbid. . - Tt S I . 4

- .~ -7 6. The underlying \data are all -contained in’ the. C8S" annual_ publication -
j’L)p .. - of student charges -and expense budgets. For each of groups:1,.2, 4, ..
. <. w7 s .. 5, and 6 the .inddividual institutions' expense budgets for ‘each.year - =~ -
N\ ’ " have heen averaged to derive the group's expense budget., The exact ¢
}\\_ " .« membership of these five groups: is given in Appendix -A. The meémber- - - ..
' :\\\\ IR Cshipjof'groupsUB'anq;Z is, for each year; the respective universe of B

&

private fpur-year redidential institutions and of public two-yéar % - .-
. 7 s.colleges,’ The data‘in celumns & and 8 of Table. 6 -- for groups.3. S
+ . and 7 -~ were suppliéd directly by James Nelson and William Var Dusen '

N .. in "The Quest$9n of Affordability." - = . o B
- . L . § R . . ) '-“7'3 L o ’ . o -a._ .
- . . \.l'7u' 'Joé7P§ul Cﬁse of the CSS veryAkindixﬂproVidgd‘th@ginfgﬁmayion'which.f§':k.
e L .'\;mpde:it possible to deriVe .the incomes from the'expense bydgets. .-~ L
- B, - _.ﬁé AEFs and indee& eipectéd'pa;ehtél—contributionfincdmé : “;Tif;ﬂfﬁjq}
".\_ lationships, which are derived from them ;further on, are all-expmeqsed ﬁagﬁ
w - . % in curreht dollars. +Certainly- there would be some bengfits in teying . /.
S S i -q:-‘to'express thege varioug relationshlps 1in constaht-ﬁdilapé,fbut'in"' <L
- _the present context I believe:thdt using currenb dollars is preferable., , -
. , U iE » ' - .

: ot o _ Cree LT . . R _ . Lo
T 9. " -The. Census Bureau supplied ‘the. data on thelpercentiles of the. income ‘" . -7
A . -'disttibutionﬁover_the'telgphoﬂe...Threg kinds\of-dafa_weré_prqvided"_*f L
e " - . for the.years 1967 through 1976: -the percentage of3tot51 fami1y e
S ' o incomg“gégeiyed“by 5 percent gradatioms of the.population, the numbér_'_l'
gfof\familiéhigfnd the. tptat{ia!Qme of all families.” The followjng. .
SN e S
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arithmetic was thon pecformed ,/fﬁ; average,family income for eac .
.:- of the's percent gradations was. computed. . The reésulting adjacenthk\'
»'.averages were then, themselves,’ averagell to estimate tite boundaries , ST
‘between the 5 percent groups, i,e. the Sth percegtile, the 10th = + . - .
) percentile and ‘so on. TFor all ygﬂrs excepg 19%6 some of.the per- - T
"y . céntiles were kiown from. .another source: U,S. Bureau of the Census,’
; Current Population Reports,’ Series P-60,, No. 1 g, "Money Tncome 1n®
) 1975 of Familieé and Persons 'In the United States " (Washington
: Ao U.s. GovernmennhPrintihg ‘0ffice, 1977), p. 60. " There was close
e *-{5-__"' dgreement between -the boundaries of ‘the quintiles published-in this o
: | _ docuﬂentqand those computed, as described above, from the material ' ~f>
) s -.f -the Census Bureau ‘provided over. the telephone. ‘The incomes cor— .
B responding to successive points on the various AEFs and. determined //Ahr
ST ' -on"the basis of the data provided by the.CSS were then superimposed S
cw 2.7 upon the distributions of income estimated- from the Census' data,- - ;1f*“
BT Finally, linear interpolation ‘was used to estimate the .- percentiles '
.of - the income\ distributio‘ which are presented in Figures 4 an’d 5

N

4';’ 1t need hardly be emphasized that" there arE“sOme methodological
refinements that could have beér Intgoduced- Jnto these technidues .
, of estimation and that such refinem3i¥% would have improved the e -
T .~ quality of the estimates somewhat, However, as a practical matter, ' I
”[.._'f ~ had" more sophisticated methods _been used, the changes brought forth A
e _in the’ actual ‘results would, T believe, have been quite emall and _ '
/f;;._ C »}' of little, if any, practical consequence. ‘e : ‘._ : : -._:j' o
.' : ) . : ' ' K B .- . ".4 o
'-lO Lawrence E_ Cladieux, Distribution ofOFederal Student Assistance' - Qj-pff"
. 7. The fEn 1gma of “the Two-Year Colleges (Néw.York - College Entrdnce -~ . "‘}
o+ Exanination Board l975), pp.,ILB _ A-W_.. - E T o

.9

{'llé_ The fbcation of the EPC~IR depends upon which system of need W T -
" analysis is used .Figures 6 through 15 are 'based on the:CSS' . ' ' '

system't ~‘The EPC- IRs implied by the BEOG methodology are presented’

.in ‘Appendix Bp along with the- AEE implied by thé” BEOG methodology '

}:_ o for the coqmunity colleges -
e e | o ' 'f_“ ek
T2, Michael McPhenhon has introduced an approach which is, in its broad _ JIJ\;_'

. L\ : conception, virtually the ‘same: as what T am; calling ‘the’ EPC IR. . Ty

" his- chapter which-I hate’ 'seen,. he hag not. goné into as ‘huch dhpirical
. ‘ “detail-as.l do in this paper. to distinguish between’ Vagious categories :j ;
o R ﬂ _of institut;ons, ‘bug he ‘does make the crugial point that. the system. S
: o "of finanoial aid Vvirtually elimfnates the: '"cost gap'"between fhe . a -
. ': public, and the privatg 'sector for students from-famili \ With annual +. .
R - incomes below .about. $l9 000 As-a matterwof fact ‘he 1lMustrates R R
N S - that. the ’}nteraction of the B‘EOG and CSS systems 'is. such that’ for ..
e 3- - apdents’with family incomes ‘in approximately the $b bOOhlZ 000 range,
Lo ; ,' ‘thHé pr vate institution maywwell actually be.somewhat 1ess expensive I
o L - than’ t’e publig one. ! §ee’ Michdel -8, McPherson; "The, Demand fortHighEr ‘““H:;:f_h
".’7”*“s/J Edycatfon,". in David:W! ‘Breneman ind Chester E. Finn, Jr.,/ads., with_ ; e
We apsistange of SusanC. Nelsony- Public Poliey and Private Higher ! . o s

.Educa i_n, o £69 B A et “a
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13. ‘In F s 6-15,.and élso in. Fignrea Appendix B-2 through Appendix

B—6,.the X8 1 ‘ate. pqlnts on the’ upward\sloping portion of . thé

EP IR which baye been indepé!ﬁently estimated from the relevant -

'8¢ 8ules relating income "and EPC: und%r the, C$S methodologyu The

aim was to 'shorten, the ddgtances oyer which 1ine segmen{s. were

linearly interpolated.’ M it gufns out, this ektra’ refinement'

; had had An:{importan impact on“the slppes’ Gf the lower regions of

o the EPC -IRs under tke CS8 methodo]ogy..,."-__. _ ‘, S

’.\. rf -, - . L . -'_-1‘..
For anyone 1ntérested in;pursuing the topic bf(Che changes int’ro-g
duced by €SS in 1974~75 and the aftermath, tvpe infonmative sources.
. are: . James E. Nelson, QMeasuring Need vs Meeting ‘Need," The Col-.
. lege ‘Board Review, Nou. 94 (Winter 1974~75), pp: 14~17. and -~ .
Benjamin S. Sandler, "One~“Cheer for OK," The. College Board R_yiew,

No. 101 (. Fall 1976),. p 16~19. f3’-lz' S 52 Lo S

.-




' ERIC

Arirron providsd vy exic [

. ‘e

?
N
) .
i
N N

-’:'\ 2 ‘.
n v 95-951, “Wﬁ@d}églhqome"%tuéant;As%istance_Agt;" P. 20. -

SOME CONCLUDIN

S ' T ot . g . .
s . s .. . 4 . - ..

Y G THOUGHTS ., ™~

Y T . . e . A !
ve el . SR o . ,* S : 6 - )
‘ : S T e s

.This'point 1is the main one which-Micﬁaél'McPherson'mAEés véry

~Finn, eds., with the assistance‘pf"Nelqu,~Public Policy...,

B I
) BT '
! EFER ¥

lucidly in: "The Demand for.Highér Educatien," in Brefieman and

'R 1691' S ,

o \(u( . _°l R ..
House offRepreSegtqtives; Repdpt.

95th CongrEés, 2pd Sessidh:\

. e A

b . .
o »
**
e ,
°
B

0
. H
.

T

$] .-
. .
SR g : S :
o :M v ’, - .. v '\ e . !/ N e . )

N,

e

e




A i Text Provided by ERIC:




' Fql1owing sare the lists- of memborship in groups ] 2, 4. 5, and 6 JEed

1 Dartmouth e S . >y
] Harvard : _ ,

2. Most Selective Non Ivy InstitutionSQ(MSNI)

Apgendlx A’.?‘t
Coo L e oRoues

s

-

to define the aid eligibility frontiers Groups 3 and 7 are omitted R P

¥

. group 3 includes essentiaii)/every private four-year residential iﬁ

:institution. and group 7 inciudeq all" the community colleges.

R . . ; . .
o » C C E -
. . . . S C e

V.w . . T N ’ * ..
r

Brown - o SR : T L
Columbia . - - S : ' S l y
. Cornell. - ~ . SR B : :

" Princetof o ' R . .

University of Pennsylvania - '\\g;k T a
Yale . - ' : ' S

.. . . - : O
. o .

. 'Aﬂ\her‘n: .'.‘r...
Bowdoin . L , .
Brandeis S ' - ey,
Johns Hopkins .- % ¢ - . - T T
'Middlebury o ‘ W - SN
.Simmons o ’; Y ' o

. Stanford = = 4 -

Wesleyan o T ) '
Williams S Y YR
. . .. Co ) v’.. . . . o | .. ! , L . . . v) h‘




{ ,,v .

Priva(e Institutlons Dependent on ln~State Students (PRIVDIS)

_ Ca&ifornialf “:'-~_ll'
" . Don Bosco g :

St. Joha's' -

'Rumphreys
. La‘'Verne = P
‘Point Loma B

" Californ

Loyola M?rymount _

a Lutheran o
Pacific Christian ..::
Azusa-Pacific

" California Baptist _
" University of Redlands )

Mt. St. Mary's "

__fUniversity of San Francisooi
“University of Santa Clata

' Ohio

Westmont College

North Carolina

Mount Olive College
Peace Cohﬁege .
Louisburg College -
Methodist Cdllege

Wingate Collbge ;

_-Virginia '

Ferrum College. -

'aBlueEielQhCollegc - ot

\_.\

'”Indiana

.1hIowa
- ".Buena Vista College .
" Gramd View. College ', ,

. "Mt. Mercy College- o

Ottumwa Heights College .

e - /._-"
EHEEZEE Céntral ‘ ’”{. N
Lackyear College

. Northwood Institofe.?'

Ancilla College

- Pranklin College of Indiana o

" Holy Cross Junior College - -

© st '
AMarion College

Francis College--

-

Palmer Junior College. .

- Morningside College - e >

Briarcliff College - - "
) AE L .

- Kansas -

Kansas Newman College -

- Friends University . = .

Donnelly College'_'

. 'Maryland . ;'f _ .A»,_ A
' Villa Julie College -
"Baltimore Hebtew College’

“*-Qngyola College N

Ghatfield Co lege

.Fi nklin‘University

Tiffin Univeﬁsity
Ohio Dominican-
Defiance

Malone -

" Ohio Northern
- Capitol

-.';Bluffton L
A=;College of.

- Notre Dame College of Ohio -
. Findlay . : :

Ursuline ' _
Mt ‘Vernon Naz_

_ A‘St.‘JOS?éh on

- the Ohio

" Columbus. College of Art and

T..John Carroll University
L Otterbein College '
'_Xavier UniVersity

' Design

ne‘CoIlege'

College Bf“Nsexeinge of Maryland E

.Mlchigan :”" I |

Sacred Heart.Seminary College

~ Marygrove College g o o
Dcftroit College of Business"

Cleary.College

~ Shaw -College .of Detroit . .
‘Lawrence Institute of Technology

Nazareth College at Kalamazoo
Madonna College.

~ Alma_ College S e E

| Mercy Colldgé of Detroit. . g
’Davenpor; College of . Bu81ness o
Aquinasg" College ", '; ﬂf' o s

R

~ "Spring Harbor: CQIlege i
F,1Univarsity of Detrott: i, |
--j;ﬁJoh Wegle? ‘College. ';}f’

**;'Alb

o College O




4T

[PRIVDIS ccohtinved)f

Minnesoca _
.St.. Mary’s Junlor College

_ Crosier Seminary Juntor . College
College ‘of .St Benedict - '

" Augsburg Colleége e
Golden' Valley Lutheran College
College of St. Scholastica
College. of St. Thomas

. Hamline University

w18consin _ o
Stiver Lake;College'_ /
Marion College of Fond du Lac
Concurdid College

Wisconsin Conservatory of Musie
. Alverno College = - g

- Viterbo College

4.'Lakeland-Collegef

Texas .
Houston’ Baptist University
Daklas Baptist College
'Tncafnate Word College
Howard Payne University
‘Southwestern University
Universit' of .St. Thomas
Mary. Hardin- -Baylor College
McMurray College
“Austin College. o
wayland Baptist College .
East Texas_detist.College

‘”_"Jacksonville Colhege

- '5.

.

v

\
"Most Selectlve qtate Universitlee ﬁMSSU)

"o

Penngylyania R

Holy Family College

Mt. Aloysius College

Robert Morris College -

La Roche College

Manor Junior College

Our Lady of Angels College_

Carlow College .

Gannon College -

-Gwyneod-Mercy College

Villa Marie College"
Alvernia College

- St. Vincent College

Spring Garden College
Point Park ' Collégew . ..

‘Seton H1ll ‘College -

Keystone College "
Mercyhurst College

..Washington and Jefferson College _
' York Junior ColLege of Pennsylvania

L}

A

SUNY: Binghampton'.
University of Virginia 3
University of New. Hampshire

‘Universtty of Nortn,ﬂarolina (Chapel Hl%l)

Rutgers University K
SUNY’ Albany E

' SUNY:.Buffalo

Universlty of MisSouri
University of: Vermont ‘
Unlversity o{ Rhode Island
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4% University of Alaska : - . ' S S
‘ : "~ ... University of Nebraska : I D L SRS
v - - " University of North Dakota . . ' L '
Lo ' ~ University of Arkansas &= S P L . L
S Loyisiana State Univedslity ‘ s ,-f L
P .. University of New Mexico o o o = o
. . University of Tennessee . =~ - ~ - . e
Uhiversity of Arizona o T S
- Ohio State University =~ . . . =~ - . L.« . 7%
3 University of Montana - S T ‘ '
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3 ' S A GRAPHICAL - COMPARISON OF THE - L L

BEOG AND THE CSS METHODOLOGIES FOR ONE AEF '
AND_FOR THE EPC-TRs - -

- o !_; _ _ ;,' - ';- B e R .-j-'._f
- Too latL to  be. 1ncorporated in the maiﬁ body of the paper eroopt -

_in the brief comment on&page736 but in time to be @resented in ‘this lf‘e
._eppendix, some material has become availabh!illustrating certain points
° v R s . 'A(

Cof gomparison between t’e BEOC dnd the CSS methodologies. The material' :

is presented in’ g%aphic_l form as %IguresbAppeniix B~- 1 through Appen?&x;
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