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PREFACE

INTRODUCTORY STATEMENT OF SENATOR JIM SASSER
FOR THE FIELD HEARINGS OF THE SENATE BUDGET
COMMITTEE ON THE IMPACT OF THE PRESIDENT'S
FY 1988 HIGHER EDUCATION PROPOSALS ON THE
STATE OF TENNESSEE
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EDUCATION ANL THE MATIONAL PURPOSE

"One of the griatest accomplishments
a man can attafin s the power to put {into
words exactly what he means. That'’s one of
the highest marks of an educated zan. No
zatter how zmuch schooling he may have had,
he 13 not realiy educated untf{l he has
developed that abflfity. A few have this
gift naturally. The rest of us have to
work hard to acquire {t, even fn 2 licited
degree. To do so0 is well worth all the
effort ve can put into it.”

wWillias Ross

As we study the Adzinistration’s budget proposals for the
upcoming fiscal year, one is struck with the apparent disregard
of such wisdom. The President’s Fiscal Year 1988 budget calls
for spending cuts of $5.9 bfllion in educatforn progracs, reprerent-
ing 2 decrease of nearly 30 percent fro= the 1988 current services
level.

The Administration proposes to cut $1.2 hfllion in funding
for the Pell Grant Progra=z, another $1.5 bfllion froz= other student
financfal assistance, and $1.3 billfon in budget authorfty savings
from the Guaranteed Student Loan Prograza. Further, the Prestdent’s
budget would elimtnate federal funding for the Vocational Education
progranm, representing savings of nearly $,00 ={llfon.

The inpact of these proposals is to siaply increase the costs
of borrowing for educational expenses. This is a curious policy

coming at a time of growing indebtedness and soa-ing educat‘on




Vil

costs. Reduciag the coznfzzent of the Federal government {n

the area of student financisl assistance can only have one
consequence: naszely, to reduce the opportunity for =any groups

of students to atzain the necessary education and skills to keep
thez cozpetitive &n an fncreasingly competitive world. But it
goes deeper than that. The underlving phi{losophy in the Adminis-
tration’s justificatfons for these cuts as stated in the budget

fs that "students are the pri=e beneficfaries of their investzent
in higher education.” Sceaingly, the Administration beifeves that
«nvestaent {n an education carries no socfetal benefits. I ctrougly
disagree with this jsseswsment.

Collectively, the natfon {s only as creatfve as the sun of ft's
parts. It fs absurd to think that we can be strong and cotpetitive
collectively {f we neglect the needs of our citfzens. In essence,
an educated populace {s the first line of defense. It is every bit
3s {mportant to our naffonal security as the silitary hardware which
protects us.

The Budget, of course, represents the natifon’s proposed spending
and revenue priorities. Ia an era of chronfcally high annual
budget deficits and a natfonal debt which has grown from $914
billion in 1980 to nearly $2.5 trillfon %y the middle of 1987,
prioritizing becomes even more crucfal.

Congress has made {t quite clezr that fundiug for education
fs 2 pricrity which cannot be sacriffced in the short-terz. It is

an favestmer: {n the future, an f{nvestmert in human capital uhicn
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requires a long-tera perspective. The focus of these hearings is

on proposed cuts in higher educatfon, with pParticular eaphasis on
cuts in studen: financial assf{stance. It {5 hoped that the testizony
received during the course of these hearings wi{ll help to further
bolster the record with respect to the faportance of the federal

governzent’'s coamftzent to education.

THE &EAGAN RECORD ON EDUTATION

Over the past six years this Adsinfstratfon has subcitted
varfous proposals afmed at reducing funding for nigher educatfon.
The Aserican Council on Education has prepared a sumaary which
1 feel captures the essence of these proposals.

(INSERT ACE FACT HEET: STUDENT AID IN THE REAGAN ADMINISTRATION:

FY "§1-FY '87)

STUDENT LOANS: INCREASED INDEBTEDNESS

The costs of attending college have been fncreasing steadfly
over the past fifteen years at the same time we are witnessing proposals
to decrease levels of student afd. In De-ezber, 1986, the Joint
Econonic C;Bﬂlttee released a study analyzing the {ndebtedness
burdens assuzed by students who borrov to finance their educations.
That study has drawn increasing attention and pakes some valuable
cortributions to the wvhole area of student aid. I would like to

share some of the study's conclusfons with the readers of this

report.
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“In 1985-86, 3.6 million students borrowed $8.3 billfon in
Guaranteed Studant Loans. Over 800,000 students took out
about $750 sfllfon in new Natfonal Direct Student Loans in that
year, and other sma.ler federal loa, prograns accounted for
2bout $800 millfon more.” The study goes on to say that “loans
are now not just a convenfence for the ziddle c¢lass but 2n
faportant part of the way they and lower-fncoze families finance

higher educatfon.”

Publfc college graduate~ lecave school with an average debt
of $6,685 while Private college graduates leave school with
an average debt of $§,950, according to t' z College $cholarship
Service and the National Assocfatzfon of Student Financfal Afd
Ado‘nistrators. Their studfes alsc ina‘cate that graduates of
public 2-year institutions graduate witl $3,303 in average debt,
while students at private 2-year fnstitutfons leave with an
average debt of $4,461.

While the Guarantced Student Loan prograa was intended zainly
as an afd to middie-income famflies, {t has been transformed largely
{nto 3 Dajor source of funds for low-incose students. By fiscal
year 1983, alpost forty percent of all GSL borrowers came from

famflfes with anuual fncomes under $15,000.

1. Student Loans: Are They Overburdening * Generation?, by Janet
S. Hansen, Director for Policy Analysi{s, Washington Office of
College Board, prepared for Jofnt Economic Counfttee, Deceamber
1986, p 3.

2. Ibtd., p. 17.
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Loan sizes, in real ter=s, however, are shrinking. The
JEC study f{ndfcstes that {n constant 1986 dollars, th2 value of an aver-
GSL loan f{n the 1970-71 academic year was $2,824. By the
1985-86 academic year, the value of an average GSL loan had
s}ipped to 72,333. During this perfod, the number of GSL loans
more than tripled from a little more than 1 mfllion in 1970-71,
to more than 3.5 m=fllfon by 1985-86.

The same holds for the MDSL program. While the value of an
average NDSL loan slipped from $1,505 la 1970-71 to $902 by 1985-86,
the number of loans almost doubled from 452,000 to 854,000.

Thus, as we can clearly see, as the demand for student loans
fncreases and tne value of those loans decrcases, indebtedness
on the part of the student becomes greater. 1f college costs
contfnue to escalate and student aid {s reduced, the level of
debt that students incur because of educatfonal expenses will
only get yorse.

The shift from grants to loans only exacerbates this problem.
The College Board ieports that as a Percentage of total afd,
distributfon detween grants and loans has changed dramatically
over the past fifteen years. In academfc year 1970-71, grants

comprised 66.1 percent of total a2id and loans comrised 28.9

percent of total atd. The remaining 5 percent consisted of work.
Yet, by the 1985-86 academic year, grants comprised 47.% percent
of total afd aad loans comprised 48.8 percent of total afd, with

tae remainling 3.4 percent conststing of work.

10
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Taken together, these factors: lowerfng value of student loans;
increasing educational costs; the shift from grants to loans; all
contribute signiffcantly to the growing fndebtedaess that students
tace. Reducing fundi:g for student aid programs by in effect eifther
cuttirg program levels or fncreasing the costs to students by
tightening eligibflitv or restructuring the fee structure can only
result {n wmaking {t more difffcult to attend college. Reducing
educational opportunity affects middle-incone as well as lower-
income fndfviduals. On the whole, society pays the cost {n the

form of lost prod .ctivity and competitiveness.

FY 1988 BUDCET ’ROTOSALS

The Presfdent’'s brdget calls for a S1 percent reduction
in direct fnvestment f{n econornfc competitiveness fros the 1987
appropriated levels. These cuts include a $3.7 billfon reduction
in funding for student afd, a $900 mfllion reduction fn vocational
educatfon, and a 5100 mfllfon reduction fn math/science grants.

As indfcated in Chart 1, direct investment f{n educatfon would be
reduced from $9.2 billfon in 1987 to $4.5 billion {in 1988.

Further, the Adainfstratfon's budget would reduce 1937-88
student afd funding that was enacted earlfer by Congress and signed
into law last Year by $1.269 bdillion, effectively climinating
individual program aid awards to more than 2 mfllfon students.

The Presiders's budget would ¢ * funding for the Pell Grant
program by $1.2 b{11lfon {n PY 1988 by limiting eligibiliry to students

witn faumfly incomes under $20,000, tightening the definftion of

11
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independent students, requiring atudents have a high school or

GED diploma {n order to recefve afd, eliminate the $5 f{nstftutfonal
adminfstrative allowance, and remove the 30 percent cefling on
applications that the Department c~»n require to be validated.

It 1s projected that these changes will remove over a mfllfion students
from the Pell Grant program.

The Presfdent's budget would abolish the Supplemental Grants,
College Work-Study, Direct Loans, State Student Ir_entfve Granis,
and some smaller graduate fellowship programs. These changes would
eliminate more than two millfon more feder. aid awards.

The President's buuget would reduce the federal subsidy for
the Guaranteed Student Loan program and cut the cost of the progranm
by almost $2 billion. Accordirg to tne Amcrican Councfl «n
Educatfon, costs to borrowera would be increased by ending the
federal subsidy of in-school interest and substituting a nine
percent "guarantee fee" for the current “f.e percent originatfon
fee. Students would be charged T-bfll rates of interest while
in school, and fn the third yeir of repayment the lendcr would
establish a fixed or varfable fnterest rate not to exceed the T-bill
rate plus 2.75 percent. These lower rates, which would reduce
lender return, plus the necesafty to collect finterest from each
student while fn school, could induce many tanks to puil out of the
progran entfirely.

Probably the most perplexing changc propounded in the Presfdent's
FY '88 budget calis for expanding the $5 =mfllion fncomec-contingent

joan experiment to a $600 million program. This program was

speciffcally rejected by Congress last year and was relegated to




ERIC

Aruitoxt provided by Eic:

XIHI

-8-

demonstratfon project status. Now, before there are any conclusive

results to be gleandd from the pilo’ programs, the AdmfSnistration

fs seening to fnstftute a full-b"' ograxz which under any

circumstance wil) fncrease tl a coliege edunatfon to

the partfcipating fam .fes or s __ats.

The scope of this new f{ncome-loan cc *“{ngent (ICL) program
cannot be understated. The practical eff-.t of the program will
Qe to make ft signffi_antly more expensive for those students who
depand on financifal assfstance to attend school. Further, f{t
fs particularly discrimfaatory towards those who graduate from
college and secure low-wage earnings.
e Natfonal Assocfatfon of Student Financfal Afd Administrators

estimates that the cost burdens on students under the ICL progran
will fncrease dramatically when compared to the curtent combination
of Perkins loans and Guaranteed Student Loans. The NASFAA concludes
that for a $15,000 loan, with an average starting fnc. leaving
college of 518,800 adjusted for annual 3 percent salary fncreases,
the {ndividual will repay, under the ICL program, $35,651 over the
course of 11 years. 'nder 3 combinatfon of Pergirs and GSL ioans
of $15,000, the same fndividual would repay the loan over t>n years
with the cuaulative repayment befng $20,191. These numbers assume
a 91-day Tieasury bi1ll rate of 5.5 percent. Of course, under highe:
fnterest ra’ Lussumptfons, the cumulative amount under the ICL progran
increases v +Le tomrination Perkins/LSL amount remafns constant.
Thus, assuming Y.-day Treasury bf{ll rates of 7.0 percent, the cumulative
repayment under iCL takes twelve years and amounts to $41,255. wWith
the assumpticn of 9.0 percent T-bfll rates, ft would requirel3 years

with a cumulative repayment amount reaching $49,81, Also, under

13
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the ICL proposal, yearly repayments gradually .nirease, as do monthly
payments. While monthly payments under all three interest rate
assumptions start out at a modest $56.40, they grow to $352 per

month by year seven. Under the 5.5 percent {nterest rate assumption,
monthlypsyments fn the eleventh and final year would be $462 per
month. Under the 7.0 percent finterest rate assumption, monthly
payments {n the 12th and final year would be $494 per month. Finally,
under the 9 0 percent f{nterest rate assumptfon, montnly payments

in the 13th and ff{nal year would be $529 per month.

The ICL proposal {s not only {nterest-rate sensfitive, however,
it {s also fncome-sensftive. For instance, the NASFAA has calculated
that under the Administatfon proposal, a college graduate who starts
hi3 or her career making $12,000 per year would be required to repay
a $15,000 ICL over the course of 25 yeais. The cumulative repayment
amount would reach $99,993 and monthly payments would {. rease from
$36 in the first year, to $275 by year 10, and would fncrease to
$718 a month by the 25th and final year.

Yet, a college graduate earning $22,000 fn his or her first
year, would repay rte same 315,000 loan over a perfod of 11 years.
The cumulative amount repafd would be $44,932, less than half the time
and expense incurred by the lower-fncome wage earner. 0f course, f{t
must be remembered that under the Perkins/GSL loar program aaix, the
cunulative amount of $20,191 would be repaid over ten years.

Clearly, these proposals make it less and less attractive to
pursue 2 higher educatfon. In the case of the college graduate earning
$12,000 fn his or her first job, the debt burdens fncurred amount to
1fttle more than garnishment of wages. Serfous questions are raised

as to the impact such debt would have not only on the borrower, but

ERIC
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also, and maybe more fmportantly, on the next generation. The

general i{mpact of fncreasing debt f{s to mortgage one's future
A 25-year loan repaynent period, a cumulative repayment amount
six and one-half times the orfginal amount, and monthly payments
of $718 per month, have a practical effect of mortgaging the
student’s future, not to speak of the limftations 1t places on
hifs or her offspring.

These proposals are unconscfonable and should be rejected

out of hand.
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STUDENT AID IN THE REAGAN ADMINISTRATION: FY 1981-87

Fact Sheet PrePared by Charles B. Saunders, Jr., Vice President
for Governmental Relations, Amerfcan Council on kducatfon
November 1986 (revised)

SUMMARY

First Year. $200 million cut from the FY 81 appropriation for student
3id passed Dby the previous Congress. For FY 82 President Reagan requested
sdditfonal cuts totalling $332 million. Congress initially accepted, then
cejected further cuts, overriding the Prestdent’s veto to enact a Supplemental
Appropriation satting final FY 82 funding slightly over FY 81,

However, the Omnibus Budget Reconciltation Act of 1981 phased out
Socfal Sscurity educational benefits, which had provided :2 btllfon -- one
£1fth of federal student aid =-- {n FY §1. 1In additicn, the Reconcilfatfon Act
restricted eiigibility for Guaranteed Student Loans and sharply reduced
spending ceilings for other student aid prograss.

Second Year. For FY 83 President Reagan progosed a S0 percent cut 1in
need-based student aid programs, totalling $1.757 biliion in reductions.
Congress rejected the cuts and level-funded appropriations.

Third Year. The President’s budget for ry 8° sought about the same
funding level as f¥ 83, with subsantfal progras changes. Congress rejected
the changes and i.c.eased appropriations for student aid by $404 mfllion.

Fourth Year. The FY 85 budget requested a $33% millfon cut in student
atd programs; Congress provided an fncrease of $1.26 billion.

Fifth Year. The FY 86 budget requested cuts {n student aid totalling
1.6 billTon, or 31 percent. The Budget Resolution approved by Congress
rejected the cuts ancd permitted {ncreases to keep pace with inflation, but the
FY 86 appropriations bill held iunding at the previous year’s level. However,
a 4.3 percent across-the-board sequester was i{mposed on March ! to {mplement
the Gramm-Rudman-Hollings defici{t reduction act.

Sixth Year. The FY 87 budget sought to cut student aid by $1 billion,
or 26 percent. Congress fgnored the Admfnistration’s recommendations, and
passed a Sudget Resolution which permitted inflatfon increases for all
education programs. The final appropriation fncreased Pell Grants by $400
million and restored other student aid programs to their pre-sequester levels.
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rY 81 Appropriations

The FY 8l appropriation levels established by the previous Congress
in the Continuing Resolution of December 1980 were reduced early in the
97th Conyress. Need-based student aid programs were cut $200 million from
FY 80 levels: $100 million in Pell Grants and $100 million in Direct Loans.

FY 80 FY 81
Pell Grants $2.441 8 $2.346 B
SEOG 370 H 370 H
CWS 550 M 550 K
NDSL 286 M 186 o
SS1IG 77 H 77 H
TOTAL $3.724 B $3.529 B

However, the Pell Grant program suffered a real cut of $500 million
below the figure required to maintain all current eligibles in the program
($2.85 billion). As a result, the maximum award was cut to $1,670 (from $1,750
in rY 80 and $1,800 in FY 79, whilc college costs rose 30 percent over the
three-year period). Further eligibility restrictions were imposed which
eliminated 150,000 students with family incomes over $25,000. Thus, the
effective cut in need-based federal student aid for py 81 totalled 3600 million
(3500 miilion Pell Grants, 3100 million NDSL).

Omnibus Budget Reconciliation Act of 1981

This Act, signed by President Reagar. August 13, 1981, drastically
reduced spending ceilings for higher education programs for Fiscal Years 1982,
1983, and 1984. The Act effectively repealed many of the provisions of the
1980 Education Amendments and the Hiddle Income Student Assistance Act of 197°
prohibiting increased funding for most programs and renuiring further
restrictions on Pell Grant eligibility. The act made th2se changes:

(A) Appropriations limits were i1mposed on the Pell Grant program for
the first time. These limits ($2.65 billion for FYy 82, $2.8 billion for £y 83
and $3 billion for FY 84) foreclosed authorized increases in the maximuam award
to compensate for the rising costs of college.

Authorizations for SEOG, CWS, NDSL, and SSIG were set at FY 80 levels
oreclosing growth in these programs through FY 84. (By contrast, the 1980
Amendments had authorized increases rising by FY 84 to $800 million for CWS,
$550 nm:llion for NDSL, $200 million for SSIG, and "such sums" for SEOG.)

For FY 82 alone, these ceilings imposed a loss of $1 billion from
"current policy™ funding levels which wouid have permitted continued support
for all current eligibles and reasonable growth to keep pace with Inflation
In tfact, however, the loss waa greater than 31 billion, since final FY 52
appropriations were 5378 million below the Reconciliation levels.

{B) Eligibility for Guaranteed Student Loans was restricted to
students with family incomes of $30,000 or less, or unmet demonstrated need
ocver $30,000. A five percent origination fee also was established for each
new guaranteed loan, and the interest on parent loans was increased io
14 percent.

-
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Thus the cost of borrowing was increased 5 perceat for all partici-
ants in The program, and the new eli ibility requirements forced approximately
SUU,UUU cutrent borrowers out of the orogram in Academic Year 19B2-83.

(C) Social Security educational benefits were phased out, with no
new recipients as of June 1982 and current beneficiaries receiving an annual
reduction of 25 percent until all benefits end in FY85. This step alone
eliminated one of the largest sources of student support: in A ademic Year
- some ) students recelved social security benefits tota ling .
¥7 billion annuaiiy. The loss of these benefits placed severe strains on other
student aid programs, which could not be increased to compensate for Inflation.

PY 82 Appropriations

president Reagan initially proposed cuts in student aid for rY 82, '
and submitted further cuts in the fall of 1981. The revised recommendaticons
tepresented a 30 percent cut from the "curcrent services” level which would have
implemented the 1980 Amendments and provided modest growth for inflation;
a 19 percent cut froa the Reconciliation Act levels; a 9 percent cut from FY 81
Levels, and a 14 percent cut froa rY 80 levels (despite a 20 percent increase
in the Consumer Price Index}.

The President also proposed to remove the in~school interest sv sidy
from the Guaranteed Student Loan program, which could endanger lender
patticipation by requiring banks to bill students for interest while ir. :hool.

Congress rejected further cuts in the GSL program, but initially
sustained the requested cuts for other student aid programs. However, on
September 10, 1982, a Ssupplemental Appropriation was enacted by averriding the
president’s veto, thereby rejecting the rescissions and raising the final
appropriation to approximately the FY 81 level (although $378 million below
“he Reconciliation Act levels and $169 million below FY 80):

FY 82 FY 82
Reconciliation Reagan Budget
Ceilings (Revised) Final FY 82
pell Grants $2.650 B $2.188 B $2.419 B
SEOG 370 M 278 M 355 M
CWS 550 M 484 M 528 M
NDSL 286 M 179 n 179 8
SSIG 71 M 68 M 748
TOTAL $3.933 8 $2.197 8 $3.555 B

rY 83 Appropriations

Massive cuts in federal student aid were proposed pPresident Reagan’s
FY 83 Budget. The request for need-based aid represented a 56 percent cut
below the levels of the Reconciliation Act and S0 percent below the levels for
the 1981-82 Academic Year. The proposals would have resulted in a loss of
over 2.4 million awards, and forced thousands of students to drop out or
change their educational plans. Further cestrictions in the Guaranteed Loan
program were proposed to make borrowing more expensive for undergraduate
students and deny access to the program for over 600,000 graduate students.
Under the Administration’s budget:
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Pel® Grant changes would have reduced “he maximum awazd to $1,600 --
eliminatinc .everal hundred thousand middle income students from eligibility
and impossng a 12 percent cut on the neediest students. Supplemental Grants
(SEOG), State Student Incentive Grants (SSIG), and federal capital
contributions to the Direct Loan program (NDSL) would have been eliminated.
College Work-Study (CWS) would have been cut 25 percent to $397.5 million. Th”
TRIO programs would have been cut 47 percent to $82 million.

Guaranteed Student Loan (GSL)} changes were proposed to double the
origination fee from 5 to 10 percent; replace the $30,000 income eligibility
cap by limiting eligibility to unmet need (cost minus family contribution and
other aid); require borrowers to pay market interest rates two years after
entering repayment; and remove graduate and professional gtudents from
eligibility.

Graduate Fellowships were also proposed for elimination, including
$11.5 million in awards for minorities and women and public secvice
fellowships.

Before the 97th Congress adjourned, a Continuing Resolution was
enacted which set student aid aopropriations for FY 83 at the Zollowing levels:

FY 83 FY 83
Reconciliation Reagan FY 83
Ceilings Budget Appropriation
Pell Grants $2.800 B $1.400 B8 $2.419 B
SEOG 370 & 0 355 M
CWS 550 M 398 M 540 M
NDSL 286 M 0 179 &
SS1G 77 M 0 60 M
TOTAL $4.083 B $1.798 8 $3.553 B

Thus, while FY 83 funding for these programs was almost identical to
the total for FY 82, it was 13 percent below the Reconciliation ceiling and,
in constant dollars, 23 percent below the FY 80 level.

ZY 84 Appropriations

In its first few months the 98th Congress took several steps to
increage funding for student aid. An emergency jobs bill included a
$50 million FY 83 supplemental for College Work-Study. The FY 84
Budget Resolution astumed increases in the student aid programs. The
Labor-HHS-Education appropriation provided increases totalling $370 million -
$540 million over the Administration’s budget but $332 million under
Reconciliation ceilings.

The Administration’s FY 84 budget represented a marked turnarcund
from its FY 83 proposals, but nevertheless called for further restriction of
educational opportunities. Pell Grants, Supplemental Grants {SEOG), Direct
Loans (NDSL), and State Student Incentive Grants {(SSI1G) were to be replaced by
a new “"self-help supplement” grant program and an expanded Work-Study progran.
Student aid funds would be reallocated to effect "a major philosophical shift”
by requiring significantly increased family contributions, student borrowing,
and self-help. To accomplish this goal the Adaministration proposed to modify
the formulas by which Pell Grants are computed to remove many students from
eligibility. By 1ts own estimates, the net effect would eliminate
approximately 1 million student aid awards.
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Student Loans would be restricted by requiring all recipients to
undergo a needs test and by doubling the loan origination fee for graduate
students.

The Administration again pruposed to eliminate graduate fellowships
"or minorities and women, and sought to impose a 77 percent cut on the special
gecvices (TRIO) programs.

The budget also proposed a new initiative: an Education Savings
Account under which families would be able to make an annual investment of up
of to $1,000 per child per year; interest and dividends would be tax-free.
Eligibility for the program would be phased out at incomes between 540,000 and
§$60,000. 3avings could be used to pay tuition, room and board directly to a
college, but only for full-time undergraduates between ages 18 and 2€.

The final rY 84 appropriation rejected the Administration’s
;eggnnendations and increased overall funding of the current programs as
ollows:

7Y 84
Reconciliation rY 84 FY 84
ry 83 Ceilings Reagan Budget APprop.
Pell Grants $2.419 B $3.000 B $2.713 8 $2.800 B
SEOG 355 M 370 8 0 375 n**
CWs 590 M+ S50 M 850 M 555 n**
NDSL 179 & 286 1 0 161 n
§S516 60 M 17 8 0 716 M
TOTAL $3.603 B $4.283 B $3.563 B $3.967 8
TRIO 154.7 » 170 3sn 164.7 n
Graduate Fellowships
GPOP 10 .4 4 n 0 11 n
Public Servire 1.9 8 0 2.5 Mqoer

. Includes $50 million Supplemental added :in tiie ezmergency jobs bill.
L Includes $5 million added in 2nd Continuing Resolution.
#+¢+ Includes $500,000 added in the Supplemental Anpropriation.

PY 85 . ~oropriations

Presidert Reagan’s 7Y 85 budget showed a slight increase for higher
education - attributable entirely to a $584 million increase in the estimated
cost of the Guaranteed Student Luan program. Otherwise, student aid cuts were
proposed totalling $330 million, representing 913,000 awards to undergraduate
and graduate students.
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Grants were to be reshaped into a "Self-Help Grant Prograa,” with
students expected to contribute a minimum of $500 or 40 percent of college
costs through work or loans before receiving a grant. The maximum grant would
have been raised from $1,900 to $3,000, but eligibility requirements would have
been restricted by raising taxation rates on discretionary family income. The
Adainistretion estimated 290,000 fewer awards would be made, and 80 percent of
the requested funds would go to students with fanily income under $12,000.

Supplemental Grants (SEOG), federal capital contributions to the
Direct Loan (NDSL) program, and State Student Incentive Grants (SSIG) were to
be eliminated. College Work-Study (CWS) was to be increased $295 million.

Guaranteed student Loan (GSL) revisions were proposed to require all
recipients to undergo a needs tes*. The Adninistration sought legislative
changes to increase state loan agencies’ share of default and administrative
costs.

The TRIO programs would have been cut in half to $82 million, and
Graduate fellowships were again proposed for elimination. An Education
Savings Account was again proposed.

Congress rejected the Administration’s recoraendations, passed a
Budget Resolution providing ample room for increeses in gtudent aid, and
subsequently increased appropriations by $1.26 billion, or $1.6 billion more
than requested by the president. Some 51 billion of the increase went to the
Pell Grant program to raise the maximum award to $2100, and to meet previous
shortfalls in the program. The increases were distributed as follows:

rY 84 rY 85 rY 85
Approp. Admin. Request Final
Pell Grants $2.800 B $2.800 B $3.862 8 *
SEQG 315 n ] 412.5 n
WS 555 n 850 M 592.5 M
NOSL 161 M (] 192.5 n *v
SS16 76 M 0 76 M
TOTAL $3.967 B $3.650 B $5.135.5 B
TRIO 165 & 82 n 175 n
Graduate Fellowships
GPOP 11 & 0 12 %
Public Service 2.5 n 0 2.5 M
Natl Grad Fellowships [} 0 2.5 M

¢ Includes $250 million for previous shortfalls and $287 million to fund
$2100 pell maximum at 60 percent of cost.

** Includes $2.4 million supplemental.
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FY 86 Appropriations

The President’s FY 86 budget recommended dsep cuts for student aid
programs, totalling $1.6 billion (31 percent® below the final FY 85 figure.
-Proposed Pell Grant changes would remove 808.000 middle income students and
_2lace an absolute cap of $25,000 family income on eligibility. 1In addition,
the Adainistration sought to reduce the FY 85 cost of the Pe¥1 program by
providing a $2,000 maxiaum instead of the $2,100 intended by Congress.

The Administration renewed its attempts to eliminate SEOGS, SSIGs, and
Direct Loan capital contributions, while in.reasi.g College Work-Study
({CWS) $257 million to $850 million.

For Guaranteed Student Loans, the Administration again proposed a needs
test for all recipients, adding an absolute cap on eligibility for adjusted
gross family incomes over $32,500 (estimated to eliminate almost one million
borrowers!. 1In addition, the interest rate was to be raised from 8 percent to
T-bill rates, and interest rates for PLUS/ALAS loans were to be set by the
lender (not to exceed T-bills plus 3 percent). Additional cost-saving
racommgndations included a fixed special allowance for lenders of
1 1/2 perceant in-school and 3 percent during repayment. PLUS/ALAS borrowers
were to be charged one percent of the loan to cover program costs, and their
loan limits were to be raissd to $4,000 annually and $20,000 cumulats
The Administration again sought to cut the TRIO prograa in half, and
eliminate graduate fellowship support.

The Budget Resolution adopted oy the Congress rejected the substantial
cuts requested by the Administration, settiny a ceiling for gtudent aid
programg which would perait increases to keep pace with inflation. The
Regolution required savings in the GSL program totalling $100 million in FY 86,
$250 million 4n FY 87, and $450 million in FY 88.

The rY 86 appropriation bill, enacted December 12, 1985, did not provide
inflation increases in student aid programs but kept them at FY 85 levels,
$1.3 billion more than the President had requested. However, on the same day
the president also signed the Balance Budget and Exergency Deficit Control Act
containing the Gramm-Rudman-Hollirgs Amendment which imposed across-the-board
reductions of 4.3 percent (5200 million) in FY 86 appropriations. A later
supplemental appropriation providea $146 million over the past-sequester level
for Pell Grants.

FY 86 Pre~Sequester FY 8€
FY 85 Admin. Request FY 86 Final
Pell Grants $3.862 B $2.691 B $3.588 B $3.578 B”
SEOG 412.5 1 0 412.5 N 394.8 &
CcHWs §92.5 M 850 M 592.5 M 567.0 K
NOSL 192.5 1 0 190 » 181.8 &
SS16G 76 8 0 76 M 72.7 4
TOTAL $5.135.5 B $3.541 B $4.859 B $4.794 B
TRIO i’ n 82.4 M 176 M 168.8 1
Graduate Fellowships
GPOP 11.8 0 11.8 11.2 8
Public Service 2.5 M 0 2.5 . 2.4 M
Natl Grad Fellowships 2.5 1 0 2.5 2.4 M

* Includes $146 aillion supplemental.
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FY 87 Appropriations

The FY 87 budget for higher education scught a $1 billion cut {n
need-based student aid programs. For Pell Grants, the Administration request
was $800 million below the amount needed to fund a $2,100 maximum, requiring &
cut of 816,000 eligibles from the current program. Suppleamental Grants,
College Work-Study, and SSIG were again proposed for elimination, to be
replaced by a new work/grant program which would provide 681,000 fewer awards
and require institutions to provide 50 percent matching funds by 1990-91. The
Direct Loan program was also proposed to be teplaced by a new, unsubsidized and
substantially higher-interest loan program (instead of 5 percent, T-bill rates
plus 3 percent accrued and compoundad in school and tepaid for the life of the
loan on an income contingent basis) which would serve an estimated 411,000
fewer students., The proposals would reduce total avards from these programs by
some two million.

Revisions in the Guaranteed Loan Program were proposed to serve an
estimated 3,251,000 borrowers (619,000 fewer than currently), who would pay
interest at T-bill rates until the third year of repayment, with in-school
interest accrued and compounded ; T-bill trates plus ) percent thereafter
{currently borrowers are charged 8 percent, paid by the government while in
school). Eligibility €for unsubsidized PLUS loans would be expanded, increasing
the nuaber of borrowers participating by an estimaied 343,000. But proposals
to eliminate the in-school subsidy and reduce the special allowarce threatened
to collapse the entire program.

The FY 87 proposals also assumed the elimination of all graduate
fellowships, and the continuatica of the TRIO program at half its current
level.

congress rejected the Administcration’s proposed cuts. The Budget
Resolution assumed cost-of-living increases for all education prograas. The
final appropriation in the FY 87 Continuing Resolution restored the funds
sequestered by Gramz-Rudman-Hollings, and added $368 million to Pell Grants
fully fund the program at a $2,100 maxigum.

FY 86 FY 87
Final Admin Request

Pell Grants $3.578 $3.250 B
SEOG 394.8 0
CHS 567.0 400 #
NOSL 181.8 190 8
S§S16 72.17 0

TOTAL $4.794 $3.840 B
TR10 168.8 82.4 1
Graduate Fellowships

GPOP

Public Service
Natl Grad Fellowships

* Includes $100 million for prior year shortfall.

** Includes $5 million for income-contingent demonstration.




THE IMPACT OF THE PRESIDENT'S FISCAL
YEAR 1988 HIGHER EDUCATION PROPOSALS
ON THE STATE OF TENNESSEE

TUESDAY, FEBRUARY 10, 1987

U.S. SENATE,
COMMITTEE ON THE BUDGET,
Memphis, TN.

The committee met pursuant to notice at 10 o’clock a.m., in the
Student Government Legislature Building, 4th floor, Memphis
State University, Memphis, Tennessee. Hon. Jim Sasser, presiding.

Present: Senator Sasser.

Staff present: Lance Simmens, senior economic counsel to Sena-
tor Sasser.

Dean CarsoN. We are very pleased to have with us today the
senior senator from Tennessee, Senator Jim Sasser, who is conduct-
ing a field hearing for the Senate Budget Committee dealing with
the issue of aid to higher education. This is a topic of real concern
to all of us. We appreciate very much the University’s opportunity
to host this hearing, and we appreciate very much the wiitingness
to come out and express your concerns relative to this vital issue.
Senator Sasser.

{Applause.]

Senator Sasser. Well, thank you very much, Dean Carson, I
want to express my appreciation to Memphis State University for
allowing us access to these very marvelous facilities here, and I
want to express my appreciation to all of you who come here today
indicating an appreciation and a concern over the administration’s
fiscal year 1988 budget proposals for higher education.

Or'ENING STATEMENT OF SENATOR SASSER

Senator Sasser. Before introducing our first witness today, I
would like to say just a few words. This is one in a series of hear-
ings that I will be conducting across the State to determine the
impact of the administration’s budget request and proposals for
fiscal year 1988 on higher education and also on vocational educa-
tion. As I said earlier, these hearings will be held under the auspic-
es of the Budget Committee of the United States Senate, of which I
am a member, and the hearing record that will be compiled here in
Memphis and later in Knoxville and Nashville will be part of the
permanent record of the Budget Committee and will be studied, ex-
amined and discussed as we proceed in acting upon the administra-
tion’s 1988 budget request as it deals with higher education.

(1)
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EDUCATION PLAYS CRUCIAL ROLE IN REGAINING COMPETITIVE EDGE

Now it’s my view that if this Nation is to regain a competitive
edge in an increasingly competitive world marketplace, the educa-
tion of our people will play a crucial and important role. I think
the administration’s budget proposals dealing with education do
not adequately take this matter into consideration. For example,
under the administration’s budget proposal, funding for College
Work-Study Programs would be completely eliminated. This would
eliminate jobs for 787,000 financially needy students across this
country.

Also under the administration’s proposals. funding for Supple-
mental Education Opportunity Grants would be completely elimi-
nated. This would, by all calculations, eliminate an additional
720,000 financially needy students from institutions of higher edu-
cation. Under the Administration’s proposals, funding for the State
Student Incentive Grant Program would be completely eliminated,
affecting about 276,000 students.

Changes in the Pell Grant program, which is the backbone of the
Federal Government’s efforts to try to make higher education
available to needy students would affect at least 222,400 students
nationwide. And under the administration’s proposals, restructur-
ing of the Guaranteed Student Loan Program would result in
207,000 fewer students being able to participate in this program
next year.

In sum, these proposals make higher education, a college educa-
tion, more expensive for the students themselves and more expen-
sive for their families, because it will transfer on to the students
and their families a larger burden in defraying the cost of college.
This is going to mean that for many students, access to a college
education will be denied to them.

FAMILIES WITH CHILDREN IN COLLEGE FORCED TO SACRIFICE

Chart 1 that I have here shows the average expenditures of a
family of four with college age students with an income of
$36,302—and I might say that that income is significantly higher
than the average income here in the State of Tennessee. Even with
an income of over $36,000, you can see that after all of the bills are
paid, including the education bills, what’s left over amounts to
about $726. So with an upper middle class faraily making $36,000
with the way these programs are being restructured, it will simply
mean that they are going to have  do away with or substitute
some of the necessities of life if they re going to send their children
to college.

The second chart shows the actual proposed reductions in eco-
nomic funding contained in the administration’s budget. As you
can see, this results in a 51 percent cut in direct investment in
what I would characterize as economic competitiveness and in the
education of the people of this country.



‘CHART 1

Average Expenditures: Family of Four with
College Age Children

Taxes

Housing
$726 Loft for
Savings and
Emergencies Education

Other

Food, Car, Other
Necessities

Income: $36,302

Senste Budget Coinmittee Staff, January 13, 1987
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CHART 2

U.S. Depzrtment of Education
Direct Investment in Economic:
Competitiveness Cut 51 Percent

10 {In Billions of Dollars)

Reduced Investment
(87 v. 88)
-3.7 B Student Aid
-0.9 B Vocational Ed
-018B Math/Science Grants
-4.7 B Total

a5[

1987 Apﬁroprition 1988 Proposal

Prepare  “: Senate Budget Commuttee, January 13.1@ ’\i ' ? ':,
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PENNY WISE, POUND F JLISH W:(EN IT COMES TO EDUCATION

Senator Sasser. Now these proposals may satisfy the technical
requirements of trying to reduce Federal expenditures, but as
Henry Ford once said: “Economy has frequently nothing whatever
to do with the amount of money being spent, but the wisdom used
in spending it.” And I would submit that we are being penny-wise
and pound foolish when we spend enormous sums of money in this
country for various and sundry programs, while reducing our in-
vestment in education.

Well, why is this taking place? Why is the administration propos-
ing this? I think some of the underlying policies that they are em-
bracing dealing with education are misguided. For example, the
Secretary of Education Mr. Bennett, himself a learned and distin-
guished individuai, appeared before the Senate Budget Committee
a few weeks ago. And he took the position that education bLenefits
only the individual, and that a higher burden of paying for this
education ought to be transferred to the student.

Now I reject that assumption. I think that educated citizens are
a benefit to our whole society. They benefit our economy because
their education and expertise makes us more productive. Their
education makes us more competitive in the world marketplace,
and educated citizens are necessary in our democracy to make our
system of government work. It makes our democratic system of
government more stable and more secure here at home when we
have an educated citizenry.

INCOME CONTINGENT LOAN CONCEPT

So I think this is the manner in which we should approach the
problem of financing education in this country. Now according to
the National Association of Student Financial Aid Adniinistrators,
under a program being advanced by the Administration, the so-
called Income Contingent Loan concept, if a student borrowed the
money under this p.ogram to pey for his or her college education—
let’s say they borrowed $15,000 while they were in school—if the
student, when graduating, earns $12,000 in his or her first job—say
he or she became a school teacher and their salary cap was in that
neighborhood—they would end *.p paying almost $100,000 back to
the Government on a $15,000 loan over a period of 25 years. In the
24th year—they are paying back over 25 years—in the 24th year of
repayment, the monthly f)ayments would run $718. That’s 24 years
after they get out of college. And it discriminates against those
who have lower incomes when they get out of college in favor of
those who have higher incomes.

For example, if a studert graduated and started making $22,000,
the loan that took the $12,000 wage earner 25 years to repay would
be paid back in 11 years. And the total repayment would be slight-
ly under $44,000. So it is regressive. And the school teacher would
end up paying a lot more money over the long run than say the
stock Eroker would. I don’t think that’s fair. I think we ought to be
encouraging people to go get an education and go into the business
of educating others.

Under the current financing combination of the Perkins and
Guaranteed Student Loans, the total repaymert period would be 10
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years, and the total repayment would amount to a little over
$20,000. So you see the difference. Today the total repayment is
$20,000. Under the program they’re advancing it could be as much
as $100,000 if a person had a lower income.

VOCATIONAL ED FUNDING MUST BE MAINTAINED

Well, not everyone can attend college, and not every one should.
We need in this society, in this economy, those who are auto me-
chanics, those who are carpenters, those who are plumbers. Those
are honored and necessary occupations. There are those who
cannot attend college or do not want to attend college, they may
prefer the vocational education route. The administration 1s pro-
posing to terminate almost a billion dollars of Federal funding in
vocational education programs.

Further, they would require that before one could qualify to go
to a post-secondary vocational education school and get Federal aid,
they would need either a high school diploma or require a GED for
financial aid. We calculate that in Tennessee that would have the
impact of eliminating 25 percent of the students in our rural coun-
ties from being eligible for Federal aid post-secondary State voca-
tional education schools.

I could go on, but I think we have made our point, and we have a
distinguished witness here this morning who is operating on a very
tight schedule. So I shall suspend and just say that our first wit-
ness this morning is Doctor WilL 2 Herenton, who is currently serv-
ing as superintendent of schools here in Memphis. He’s a graduate
of LeMoyne College, Memphis State University and earned his
Ph.D. from Southern Illinois University. He is chief executive offi-
cer of the Nation’s 13th largest school district. And Dr. Herenton is
responsible for the overall management of human and physical re-
sources in the Memphis scliool system. He manages an employ-
ment force of 10,500 individuals and administers a budget totalling
over $300 million. Dr. Herenton this mornirg has indicated he will
focus mainly on proposed budget cuts on the vocational education
system, and I will welcome you, Dr. Herenton, and say that we are
pleased to have you h-ve today. We look forward to your observa-
tions and comments.

STATEMENT OF DR. WILLIE HERENTON, SUPERINTENDENT,
MEMPHIS CITY SCHOOL SYSTEM

Dr. HEreNTON. Senator Sasser, I would like to commend you for
having a deep concern about the future of this State. I think your
concern is indicative of the fact that you're traveling the length
and the breadth of this State to give citizens and other officials the
opportunity to address many of the proposed cuts as part of the ad-
ministration’s fiscal year 1988 budget. So I commend you for the
leadership that you are exerting from your seat as a senior citizen
of Tennessee.

Senator Sasser. Thank you.

Dr. HErenToN. I would also like to express appreciation to Mem-
phis State University for hosting this hearing. gpeaking as superin-
tendent of the Nation’s 13th largest school district, I'm pleased to
have the opportunity to appear before this important Budget Com-
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mittee. It is no secret that the American system of education is
under great strain and is challenged to meet our domestic and
international goals and aspirations. I find it extremely difficult to
understand how the administration proposes such drastic reduc-
tions in Federal funding for needed educational programs and serv-
ices.

FEDERAL SUPPORT FOR EDUCATION INADEQUATE

The current level of Federal support for education is inadequate.
And for the administration to propose an additional cuiback quite
frankly is appalling. The President’s fiscal year 1988 $1 trillion
budget seeks to meet the $108 billion deficit mark by cutting $18.7
billion from several existing programs. Higher education and K
through 12 programs would suffer more than 20 percent of these
cuts, althougn they constitute less than 2 percent of the budget. At
a time when trends and student needs and America’s economic re-
liance on an educated populace are on an increasing diverted pass,
the administration plans to cut $1.6 billion or about 20 percent
from the Department of Education’s fiscal year 1987 current serv-
ice levels for elementary and secondary program is nothing less
than shocking.

VOCATIONAL ED PROVIDES SOLUTIONS TO NATIONAL ISSUES

The Memphis City School Systems through its division of voca-
tional education cffers skills and technical training for students
and adults in the Memphis community. During the 1985-86 fiscal
year, approximately 44,000 individuals were served in 147 training
programs at 36 focations throughout the Memphis area. Again, ap-
proximately 44,000 individuals are being served in 147 training pro-
grams in the Memphis area.

Vocational technical education in the Memphis City Schools pro-
vides solutions to significant national issues. I think you will all
agree that it is through vocational educaticn programs that we can
curb unemployment, reduce the dropout rate, improve economic
growth and reach ou* to the disenfranchised populations who have
special needs.

ADMINISTRATION PROPOSALS WOULD ABOLISH FUNDING

The immediate effect of the Reagan administration’s proposals
would abolish Federal funding for program improvements and pro-
grams that serve the disadvantaged, handicap, incarcerated, single
parents, homemakers, adults in training and retraining program
and sex equity projects. The 1986-1987 mid-year figures indicate a
projected growth of 10 percent increase in vocational programming.

The administration’s proposed budget would further serve to con-
tribute to the demise of vocational technical education in the Mern-
phis City Schools because both secondary and adult funding would
be lost. At the present time the Memphis system receives the larg-
est portion of Federal funds coming into the State of Tennessee.
This is due to the number and the type of programs offered and the
various populations that we serve.
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Federal vocational revenue for 1986 and 1987 was $2.9 billion—
million, with State revenues being $116,000 for a total of
$3,021,000.

If these funds are reduced or eliminated, this would impact ap-
proximately 547 full-time and part-time teaching positions. It
would also impact 44,000 students and 70 support positions. So as
you can see, it would not only have an impact in terms of reducing
needed services to an urban population, it would also dramatically
reduce the employment levels in our community.

Economically this proposed budget cut would negatively impact
the socioeconomic status of individuals and the populations they
serve. During the 1985-1986 school year approximately 35 percent
of the secondary students trained in our vocational technical edu-
cation programs gained jobs in entry level employment positions.
35 percent were employed vis-a-vis their completion of our voca-
tional technical programs. These jobs were directly related to the
gkills training which they received. Of the 16,000 adults trained in
supplementary and preparatory programs, 48 percent of those en-
rolling who were unemployed or under employed were employed or
obtained skills for upward mobility.

Senator, given the demographics of Memphis and the fact that
our manufacturing base has deteriorated drastically and we have a
heavy reliance on the service sector, I think it is imperative that
those funds be continued tc be available to an urban population
like Memphis, as well as the rural communities across our Nation.

CUTS WOULD IDLE FACILITIES AND DENY STUDENTS

If these proposed budget cuts should occur, billions of dollars in
equipment and facilities would remain idle. Nationally millions of
students would be denied the opportunity of pursuing vocational
training in the fields of their choice. And I submit to you that this
would not be fair to the students or the adults in our society. More-
over, it is my view that our society cannot afford to invest poorly in
the future of our Nation. I appeal to you and other Members of
Congress, to Republicans and Democrats alike, to denounce the ad-
ministration’s reductions in education.

Thank you for giving me this opportunity. If you have any ques-
tions, I would be very pleased to react.

Senator Sasser. Thank you very much, Dr. Herenton, just let me
say that the observation that you made that 48 percent of the
adults who engage in the vocational education programs here in
Memphis are employed as a result of these programs or gain
upward mobility skills that lead to employment as a result of them
is very impressive. We have heard a lot-of talk in recent years
about the way our economy is growing new jobs. But cne of the
things that many people are unaware of is the kind of jobs being
created.

1 saw some rather shocking statistics the other day that indicat-
ed that 58 percent of the net new jobs in this country between 1979
and 1984 carried incomes of $7,000 or less. So when you say that
Memphis is losing part of its manufacturing base, it becomes more
critical to retrain our people to find jobs in other areas. It’s reflect-
ed in these figures when an individual loses their job on an assem-
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bly line, a good salary, and are forced to accept a lower paying job
because they don’t have additional skills.

CONSEQUENCE OF ELIMINATION OF VOC ED FUNDING

Dr. Herenton, you have had a chance to look at the President’s
proposals on vocational education. Now basically, as I understand
it, the administration’s proposal would eliminate virtually all Fed-
eral funding for vocational education. Is that accurate?

Dr. HEreNTON. That’s correct.

Senator Sasser. Now what would be the practical impact here on
the Memphis School System if the Federal Government just wiped
out all of their contributions for vocational education? What
impact would it have on your system?

Dr. HEReNTON. Currently, Senator Sasser, we receive approxi-
mately $3 million of Federal funds. Of the total amount of funding
for vocational technical education, we only receive a little over
$100,000 through the State. So as you can see from those numbers,
the State has very little financial participation in funding vocation-
al and technical education.

If the Federal Government discontinues its support of vocational
and technical education, the practical impact would be that there
would be thousands of young people as well as adults whose train-
ing needs would not be met. We have noted, Senator Sasser, that
approximately 45 percent of our students continue education in a
formal 2-year or 4-year college program. Another large percentage
would continue education in a vocational technical training facili-
ty. If these programs are reduced in the Memphis community, the
unemployment rate in Memphis would increase significantly. You
would have urban dislocation to an amazing degree.

I think the ability of this community to retrain individuals who
have lost jobs, the ability of our educational system to prepare
young people who are not college oriented to make a productive
living would be seriously curtailed. I think we would—we would
h}alye serious social and economic problems in a city such as Mem-
phis.

NATION NEEDS VOCATIONAL ED TO COMPETE

Senator Sasser. Dr. Herenton, it’s clear to me that you think vo-
cational education is a good investment for the Federal Govern-
ment. If you were sitting today talking to the Director of the Office
of Management and Budget in Washington who drew up these pro-
posals, what would you tell him? How would you justify your view
that vocational education is a good investment for the Federal Gov-
ernment?

Dr. HErenTON. Well, first of all, I would remind the Director of
Budget that the American system of education is unique in that we
propose to educate all of our citizens, either through a formal
degree or through some technical or vocational programs. And 1
would say to the Budget Director that in a time in which we face
great challenges from foreign competitors, that we as a Nation can
ill afford not to equip our students and adults to compete, not only
in a job market in our covntry, but in an ever-increasing competi-
tive job market abroad.
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In my judgment, vocational technical education will help signifi-
cantly to prepare our population for skilled jobs, as well as service
sector jobs. I would say to the Director of Budget that to eliminate
vocational education would help to create unemployment; thus we
would create a larger percentage of people who are not prepared to
participate economically in our system. I think it would increase
dramaticelly the dropout rate, which is a national disgrace in
many of our urban and rural centers. I think it would also create a
host of social problems.

Senator Sasser. Dr. Herenton, I know that you have another en-
gagement, and you're very good to come here this morning and
share your views with us. We thank you for appearing. I think that
your presentation here this morning will be persuasive to my col-
leagues on the Senate Budget Committee, and I intend to make
surehthat a number of them see your testimony. Thank you very
much.

Dr. HerentoN. Thank you, sir.

Senator Sasser. Our next panel will consist of Miss Sue Harpole
and Mr. Andrew Spooner. Miss Harpole is currently the director of
financial aid services at the University of Tennessee here in Mem-
phis, and Mr. Spooner is a student at the university.

Prior to serving as director of financial aid services at UT here
n Memphis, Miss Harpole served as director of admissions and stu-
dent affairs at Mercer University in Macon, Georgia. She received
her bachelors degree in English from Mississippi State University
and also received her masters degree in education from the same
institution.

And Mr. Spooner, is he here?

Ms. HarpoLE. We are waiting on Mr. Spooner, Senator Sasser. 1
hope he’s bringing a new life into the world because he certainly
aged me by waiting on him this morning. He should be here any
minute.

Senator Sasser. Well, Mr. Spooner is a student at the University
of Tennessee here in Memphis. Let’s hear what you have to say
this morning, Miss Harpole.

STATEMENT OF SUE HARPOLE, DIRECTOR OF FINANCIAL AID
SERVICES, UNIVERSITY OF TENNESSEE—~MEMPHIS

Ms. Harprore. Thank you. It’s good to meet you, Senator. On
behalf of President Boling, Chancellor Hunt and the students at
UT-Memphis, I want to thank you for the opportunity to come
before you and present you with impressions and an analysis of the
President’s fiscal year 1988 budget, his effects or its effects on our
students.

PRESIDENT'S BUDGET DETERS STUDENTS ENDEAVORS

We have 1,708 students enrolled at the University of Tennessee;
1,232—let me stop to introduce——

Senator Sasser. Welcome, Mr. Spooner.

Mr. SpooNER. Hello, Senator Sasser.

Senator Sasser. We have awaited your arrival with eager antici-
pation. We're glad to see you here.

Mr. SpoongR. Rough night last night.
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Senator Sasser. Sit down, I understand.

Ms. HarpoLe. Getting back, I wanted to give you some demo-
graphic data of the students who are enrolled at UT-Memphis.
1,252 are enrolled in graduate programs. The remaining 450 some
odd students are enrolled in undergraduate programs. They are
studying to be doctors, dentists, nurses, pharmacists and other
health care professionals such as physical therapists and other
technologists.

At a time when we were breathing a sigh of relief over re-author-
ization and putting finishing touches on a newsletter to the new
students and current students, the President’s fiscal year 1988
budget was introduced, and it reversed everything that you worked
so hard to pass in October. The effects of the budget proposal will
be drastic and devastatingly felt on the students and their parents.
No more will we say that access is going to be eroded. The word
eroded suggests that over time something is worn away. The effects
will be immediate and drastic beginning July 1, 1987. There will be
students who are intending to enroll at UT-Memphis who will be
unable to because of their inability to pay.

The Pell Grant proposals will eliminate 22 percert of the current
recipients. We'll lose $62,000 for 85 students in the Supplemental
Educational Opportunity Grant Prczgram. We will lose $170,000 for
85 students in the College Work-Study Program. Although the
State of Tennessee over matches the SSIG Program, the Tennessee
Student Assistance Authority tells us we can expect at least a 15-
percent decrease. These are undergraduate programs.

We award $700,021 to 318 students from the National Direct Stu-
ient Loan Program. I'm proud to say that all of these funds are
from collections, Senator. We receive $1,500 in new appropriations
each year. Our collection rate is very good at UT.

There’s a significant danger as you have already alerted us to
switching collections in the NDSL Program to the Income Contin-
gent Loan Program. We need much more research before we go to
this wide scale obviously. Early projections as you have already in-
dicated suggest that a $15,000 loan will cost as much as six times
that amount to repay. We can’t afford it.

For undergraduates we use Pell, Tennessee Student Assistance
Award as the foundation of aid for building a package. To that we
add Supplemental Grants, College Work-Study, NDSL and GSL.
We won'’t have those programs any more.

For graduate students the GSL Program is the sole prograrn that
we use to build a package. We add National Direct Students Loans
to the awards and Guaranteed Student Loans +nd some College
Work-Study. This is the meat of the program for ¢ar graduate stu-
dents. Currently we have about 900 students who are on GSL’s.
This exceeds $4 million. Early analysis shows me that half of these
students will lose GSL benefits.

We were pleased with the re-authorization. It met our needs. The
additional amounts i 1 GSL helped students meet their needs that
were previously met with higher cost loans. The administration
proposes reducing the loan limits to the previous level, increasing
the interest rates and then alleviating the interest payments while
the student is in school, any deferments and grace periods. This
means that the loan will accrue interest the entire 4 years the stu-
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derilf is in school and then while he or she is in graduate study as
well.

A typical single UT-Memphis graduate student needs about
$52,000 to go to school.

Senator Sasser. A typical UT-Memphis student?

Ms. HarpoLk. Single student.

Senator Sasser. Needs $52,000.

REPAYMENT OF EDUCATION LOAN SYSTEM LUDICROUS

Ms. Harpore. For 4 years. OK. He would borrow $25,000 from
the Guaranteed Student Loan Program, $15,000 from the Income
Contingent Loan Program and $12,000 from the Supplemental
Loan Program. Upon entering repayment the student would pay
$1,000 a month for 15 years, for a total repayment of $180,000. ’IPhis
is between 32 and 40 percent of his gross income, depending on his
specialty choice, whether he’s a dentist or pharmacist. This is also
a projected and a very conservative level of 5 percent interest rate
for a T-bill, assuming he has no undergraduate loans and assuming
he or she is not married with children. This is ludicrous. Our stu-
dents won’t be able to afford this. I have colleagues in this room
who have been in the business longer than I have. In the 8 years
this exceeds absurdity. All of this assumes that we will have the
Guaranteed Student Loan Program, and we all know that that
won't be possible if we eliminate the special interest payments to
or allowance payments to lenders and then eliminate them after
the second year of repayment.

BALANCE IS THE KEY IN EDUCATION INVESTMENT

We have to maintain a balance between grants, loans and work
in order to insure access and equal opportunity for our students.
Students and parents in Tennessee have been willing and are will-
ing to make the investment in education, but it has to be realistic
and it has to be affordable. So far the administration’s proposals
meet neither requirement.

Presently we have a system that works and one that generally
meets our students’ needs. Every day I see students who are bene-
fiting from the programs. Right now I have staff who are working
at UT who are seeing students who have needs.

The other day I saw a student who has benefited from the pro-
grams. He’s borrowed his way through school. He's worked his way
through school. He has a wife and a couple of children. He plans to
go back and practice in a community outside ot Brownsville. He
wants a general practice where he’s serving families there. He
laughingly told me a story of his son as he was setting the dinner
table the other night. He looked up at his daddy and he said, Dad, I
have learned one thing about being in this family. Bill looked at
him and said, what is that, Kevin? He said, well, if you want to be
a part of this family, you have to learn to like soup.

I tell you this because our students aren’t flying to Florida and
they’re not driving BMW’s. They’re committed to goals, goals that
will eventually serve the people of Tennessee. We have got to keep
these programs intact in order for students like Bill to continue to
go to school.
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He’s one example. There are many. Those from rural Tennessee.
Those who are first generation college graduates, first generation
professionals. All of them have one goal in mind, and that’s to
make a real differe. ce in the health care delivery in Tennessee.
They’ll give us great returns on “heir investment.

I sometimes wish the President could come and visit our campus
and see the new technologies, the new research and the way our
students care for their patients. I don’t think he would even sug-
gest these cuts.

We want to be your partners in this fight. If we can provide you
with further information or statistics, please call on us. For every
number that we give you, there’s a real person behind that. I want
to applaud your efforts on the re-authorization and thank you for a
Jjob well done.

Senator Sasser. Thank you, Miss Harpole. Mr. Spooner, we
would like to hear your comments here this morning. We welcome
you here.

STATEMENT OF ANDREW SPOONER, STUDENT, UNIVERSITY OF
TENNESSEE—-MEMPHIS

Mr. SpooNeR. Thank you. Let me apologize again for my tardi-
ness.

Senator Sasser. That’s quite ali right. There’s an old saying if

ou get there before it’s over, you ain’t late, and you got here
fore it was over.

Mr. SpooNER. The emergency room was hopping last night. I am
sure you realize that my first obligation is to my patients. I hope I
got enough sleep to be able to represent the students well here.

First of all, let me introduce myself. I'm Andy Spooner. I'm 25
yearz old. I'm a third-year medical student studying to be a pedia-
trician. I'm also National Representative of the Student Branch of
the Association of American Medical Colleges, and I have been in-
volved in national issues such as financial aid for almost 3 years
now.

POST-GRAD FINAN CIAL HELP THREATENED

Post-graduate education in health sciences, which is as Sue said,
includes medicine, dentistry, pharmacy, nursing, health care and
other allied health professions, is a tremendous investment and
often 2quires a huge investment in time, money and often person-
al sac_fice. Those who go into these training programs eventually
find that their investment was a good one. They typically find
themselves in useful positir as in society and are usually able, with
the skills they have received in the health professional education,
to find steady employment regardless of economic fluctuations.
They often find their services are needed. And with the employ-
glent they receive, they can repay their debts that are usually

uge.

Such long periods of schooling that are required in these profes-
sion.; require careful planning, planning for academics, as well as
planning for finances. It has become routine unfortunately cver the
last few years to accept a certain amount of threc® to the security
of our ability to achieve our professional goals. This threat comes
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from proposals wi‘.iin the Government that health profession stu-
dents do not need financial help in cetting through these long peri-
ods of training.

As it becomes more clear that Government spending must be ex-
ecuted with more care than in the past, health profession students
have come to expect a certain amount of uncertainty about their
ability to get the financial aid they need. Unfortunately, right now
this uncertainty has grown to alarming proportions. We are faced
with a situation today where not only is our financial aid threat-
ened to be cut, but it's threatened to be cut deeply and to be cut
soon, as early as July of this year. So deep and so soon that those
of us ‘who are dependent on long-range financial and personal plan-
ning will be forced to abandon our goals, achieving a place in socie-
ty 1.at heretofore had been regarded as an important une.

We're being told through Mr. Reagan’s proposals that our goals
are so unimportant, so unwortuy, that the Government might as
weil discontinue its support of our activities within several months.
We are being told that since our incomes—we are being reminded
of the net—as soon as we leave medical school or dental school will
be in the six-figure range upon graduation, that we have no need of
loans to pay our tuition, books, equipment and living expenses.
This, of course, is preposterous.

The average debt of UT students or those students who have
debt is $38,000, and although most of us will be able to make a
living in our professions, any opportunities for large incomes come
only much later; $38,000 does not go away overnight. UT is one of
the less expensive health profession schools. There are other
schools in this State which are much more expensive.

For those of us with wealthy parents who are willing to foot the
bill for all this, there is no threat. It’s fine. But for those of us who
are older, whose families are on our own, whose parents may be
retired and unable to help, for those of us who are from disadvan-
taged backgrounds or even just middle class America, the debt of
college, plus the debt of graduate training, is sornething we need
help with. Without assuranres that the debt is going to be manage-
able in the future, our health profession schools will become the ex-
clusive territory of the rich, who can afford it. I don’t think we
need to have our schools filled with such people.

WORK-STUDY IMPOSSIBLE

Perhaps Mr. Reagan believes we can work our way through
school. In college I was able to do this. I was ahle to earn about
half the cost of my college education. My parents were able to help
me in the other half, and I left ccllege debt free. This is impossible
right now.

My day usually begins about 5:15 when I get up to get ready to
go to the hospital to see my patients, who I must admit are not too
happy to see me at 6:30. My day progresses with rounds, lectures,
conferences and more rounds, u il I leave the hospital in the
afternoon, at which time I need to find some time to read. After
all, one must study medicine to be a doctor.

Dental students are in the same boat. They're in class or in lab
morning and afternoon, where believe it or not, they learn the
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manual skills that are required of dentists. Physical therapy stu-
dents see patients in the hospitals all day. They too must find time
to read. Some students can work, but for the majority of us this is
an impossibility, a physical impossibility. The system is not de-
signed for students to be employed, and it is officially discouraged
from the administration of the school because it is detrimental to
our education.

CAN GOVERNMENT AFFORD THE EFFECTS OF CUTS

I can sum it up this way. Number one, we need health care
workers. No one can deny their importance in society. Number
two, students who are willing to take on the challenge of a health
care career are gencrally able to repay the debt they incur, even
though the debt 1s typically huge. And number three, in a situation
where more and more is being spent on activities that threaten the
health of us all that is military, it is not in the best interest of our
Government to pull the rug out from under the students who have
planned and worked for so long to achieve careers in professions
that mean so much to America.

COMPROMISE NOT THE ANSWER

One last point I would like to make. The cuts that Mr. Reagan
proposes, student financial aid spending, seem—if you will excuse
the expression—they seem crazy to me. Tuition is going up, and he
proposes cuts in the tuition. It does not seem to make sense. The
only thing I can figure is that Mr. Reagan is hoping for some sort
of compromise between the levels that were approved in the
reauthorization last fall and the levels he is requesting. I am
asking you now to accept no such compromise. Our Government
must return to pick up the responsibility, but we have to do it
sanely. Thahk you.

Senator Sasser. Dr. Herenton made the point a moment ago that
although education represents only 2 percent of the Federal
budget, and that in and of itself is a little shocking that we would
spend only 2 percent of our national budget on the education of our
citizenry—but the point is although education represents only 2
percent of the Federal budget, it represents 20 percent of the
budget cuts that the administration is proposing this year.

And I think, Mr. Spooner, you may have hit on something when
you said that what the administration may be looking for is a com-
promise or perhaps even the Congress to save the day. What we
are seeing here I think is an effort on the part of the administra-
tion to meet certain targets mandated by the Gramm-Rudman-Hol-
lings bill. Ttey'ze making no cuts in programs they’re interested
in. There are no cuts in the defense budget, for example. The Sec-
retary of Defense wants again a 3-percent real increase in defense
spending this year on top of the 50 percent he’s had over the past 6
years. And all the cuts come in these programs like education.

So the Congress I think will not go along with those cuts. The
administration can then say, well, we submitted budget proposals
that met the Gramm-Rudman-Hollings target, but the Congress
just wouldn’t go along with them. Sort of likz a political
oneupmanship or gamemanship.
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SELF-HELP FUNDING ESSENTIAL

Miss Harpole, let me ask you, what would the loss of the College
Work-Study funding mean to your students?

Ms. HarpoLE. As Andy stated, Senator, many of our graduate
students cannot work. But for the 450 students who are undergrad-
uates, they depend on the College Work-Study Program to help
meet their costs. They’re employed in hospitals, they’re employed
in doing research, doing child care, they're practicing the skills
that they're going to use tomorrow, and they’re very committed to
this. Not only does it provide an incentive for them to work and a
good feeling, our students are interested in working and providing
for part of their education, but it's $2,000—between $1,000 and
$2,000 a year. It’s not $300 as the President suggests.

FINANCIAL CUTS CAUSE HEAVIER BURDEN

Senator Sassgr. Mr. Spooner, if financial aid was cut out of your
education, what would happen to you. Could you continue on in
medical school?

Mr. SpooNER. Personally I consider myself very fortunate. I was
fortunate enough to compete for and receive a scholarship that
covers my tuition, which this year runs about $8,000. Therefore, 1
only have to borrow about $4,000 per year plus help from my par-
ents to make it through school. Without this $4,000, I really don’t
know where I could come up with this. I mean, I will be a senior
next year. I might be able to get a bank loan, but if I were any
earlier in the schedule, I doubt I would be able to get that.

Senator Sasser. What about your fellow students? How large a
role does financial aid play in their education?

Mr. Spooner. Well, as Sue pointed out, $52,000 is the cost of edu-
cation. There are many people in my class who are in their tiiir-
ties, their parents are retired, unable to help with this. You have
to look at borrowing $12,000, $13,000, $15,000 a year through some
sort of program or another. Just about everyone I know and every-
one in the class must pay this amount. Some, a few, fortunately
have got some scholarships. But this is a—it’s a huge burden nc
matter what.

If your parents are unable to foot the bill as I mentioned, you're
going to have to borrow it from somewhere. The money just has to
come from somewhere, and it has to be through Government pro-
grams. We can’t go to the banks and say here’s a house, why don’t
you loan me some money so I can get through medical school or
dental school or pharmacy school, that sort of thing.

STUDENTS SHOULD PAY COST OF EDUCATION

Senator Sasser. Secretary of Education has advanced the view
that education benefits a particular individual, so that particular
individual ought to foot the bill and pay the whole cost for it be-
cause he or she ultimately is going to reap the benefits of that edu-
cation financially. How do you respond to that?

Mr. Spooner. That’s a fairly narrow-minded view. Sure, we are
going to get employment. We are going to get some financial bene-
fits out of this, but our society has typically held that our profes-
sions, especially our health professions, are a value to society and
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contribute to society. This—if you just examine it from a cost-bene-
fit analysis, the cost of putting a person through the health profes-
sion—meets in return later in well-trained health care profession-
als that can take care of our population which is getting increas-
ingly older and increasingly more sick.

Senator Sasser. How would you respond to that concept, Miss
Harpole, that the individual gets the benefit and he or she ought to
pay?the cost and that the Government ought not to participate in
this?

Ms. HarPoLE. Senator, we can see students who are out practic-
ing today who are serving in our small communities, who are meet-
ing the health care needs of those older people who can’t travel to
the big cities. You know it’s just a ridiculous thought to me that
the only people who are going to benefit are the students them-
selves. We are going to provide care for the health of the nation.

INCOME CONTINGENT PROGRAM TOO EXPENSIVE

Senator Sasszr. One final question. Miss Harpole, would you
comment on the concept and the practical effects of the Income
Contingent ” ~an Program.

Ms. HarpoLE. Senator, I have yet to see anything from the De-
partment of Education that really outlines the program. But in
what data I can gather—let’s take a nursing student, for example.
The cost to a nursing student is $32,000 for 4 years. If they borrow
$15,000 from the Income Contingent Loan Program and the re-
mainder from GSL and Supplemental Loan, which they will have
to if the grant programs are eliminated and the College Work-
Study Program is eliminated, the repayment would be $500 a
month for 15 years. That’s the best possible scenario, equal close to
$100,000 in repayment. Students can’t afford that. Qur people in
Tennessee do not make enough mioney to afford that. They won’t
be attending.

Senator Sasser. Well, Miss Harpole and Mr. Spooner, thank you
very much for coming here this morning and giving us the benefit
of your views. And just let me say, Andy, that I couldn’t agree with
you more about the concept that the professions ought to be open
to everybody, not just those from wealthy families who can afford
to send their sons and daughters to medical school and dental
school. It ought to be open to all individuals in our society of com-
petence and energy and the intellectual capacity to handle it.
Thank you very much.

Our next panel includes Dr. Alan Hammond, who is the director
of student aid here at Memphis State University and Miss Maria
Cornelius and Mr. Wendell Fuller who are both students here at
Memphis State and Miss Doristeen Shaw who is a student at Le-
Moyne-Owen College, and also Miss Cynthia Hogan from State
Tech Institute.

Dr. Hammond will lead off, he has served as director of student
aid here at Memphis State since 1973. He is a Memphian by birth
and received his bachelors degr-e in biology from LeMoyne-Owen
College and a masters degree in guidance and personnel services
from Memphis State University. g::, Dr. Hammond, we will start
with you and get your views this morning.
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STATEMENT OF DR. ALAN HAMMONU. DIRECTOR OF STUDENT
AID, MEMPHIS STATE UNIVERSITY

Dr. HaMMoND. Thank you, Senator Sasser. I'm delighted to have
the opportunity to provide some input and some information to you
in terms of the proposed budget cuts and the budget reductions.
First lel me say, that I appreciate the support that v. have re-
caxved in terms of reauthorization, and we would ask for your con-
tinued support in the effort to offset the proposed regulations and
the proposed budget reductions. One of the things that came to
mind as I prepared for this hearing were two questions. Number
one, what will be the impact of the budget cuts on students nation-
ally, statewide and institutionally. Secondly, what will happen in
the whole of higher education in terms of where will society go if
we discontinue student aid programs? Let me address the first
question by simply saying—and you have given some facts nation-
ally as to be. My first response, Senator, is that it will be devastat-
ing. When we: look at linear reduction on the Pell Grant Program
and the number of students that would be affected, we are talking
somewhere in the neighborhood of 222,,00 plus students, on the
College Work-Study Programs 787,000 students and SGL 720,000
oy students. NDSL we are talking somewhere in the neighborhood of
513,000 and on the State Student Ince .iv¢ Grant Program in the
neighborhood of 276,000 students.

* BUDGET CUTS WILL EFFECT STUDENTS STATEWIDE

Taking that same picture .ad looking at it at the State level, e
find that in the State of Tennessee that over 12,500 students wouid
be affected in terms of $9 million that would be lost in earning ca-
pacivy. If we look at the SEQG Program, the intent of the SEOG
Program is to help the exceptionally needy students. Over 8,000
students would suffer from that loss in terms of $5 million. If you
look at the National Direct Student Loan Program, currently there
are over 10,000 s*adents in the State of Tennessee on the National
Direct Student Loan Program.

Senator Sasser. Ten thousand students in Tennessee on the Na-
tional Direct Student Loan Program?

Dr. Hammonb. Yes, cir. If we look at the State Student Incentive
Grant Program of Tennessee stucent assistance award program,
even though the Federal contribution ‘s $1.176 million, we are taik-
ing about 19,000 students that would be affected. Now if we look at
the institutional impact of that in rerms of the Pell Grant Pro-
gram, currently we have 3,315 students receivi..g Pell Grants.

. Senator Sasser That’s 3.000. Is this statewide or here at Mem-
phis State?
Y Dr. HammoND. That’s here at Memphis State.
GSenat;or Sasser. 3,000 students at Memphis State receiving Pell
rants.

Dr. HAMMOND. And that is a curre.t figure and probably by year
end will hit somewhere in the neighborhood of 3,700 students re-
reiving that to the tune of $4.2 million. If we look at the College
T Work-Study Program, we have 408 students to the tune of $569,000,

and to the 37 SEOG students $274,000. Ard on the State Student

Incentive Grant Programs where the students are receiving the
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award to attend Memphis State University, we had 1,889 students
that will lose to the tune of somewhere over half a million dollars.
So if you just look at those figures, and they’re astronomical and
they’re mind boggling, I would say the proposed cuts would be dev-
astating.

EDUCATION WILL BECOME SECONDARY

Now if you take the second part of the question, what is happen-
ing in terms of the national priority for education, I subscribe to
the fact that if these cuts are inacted, that several things will
happen. First of all, we will close the door to many students who
are not able to afford the cost of education themselves. Secondly, I
think from the national philosophicei perspective that we are send-
ing a message to this Mation that ir» terms of student aid programs
and in terms of education benefit that accrues to society, that that
is no longer in existence.

As you are aware, starting with the program in World War 1I,
the Service Manageraent Adjustment Act, going through MISA and
all those federal aid programs that we had, there has been a funda-
mental underlying concept. That fundamental underlying concept
has been that it is a parental responsibility for the education of
children. And in the absence of ihe parents abil‘ty to afford that,
then the national, the State government has a responsibility.

If these programs are inacted, I see that we would have an appli-
cation of a national responsibility to assist those families that have
not been able to traditionally and will not be able to afford to con-
tinue to go to school.

DEPENDENT/INDEPENDENT STUDENTS NEED FINANCIAL AID

Just to give you some other idea of what might happsn, let me
just draw a profile of—some profile information about our student
population here at Memphis State. Our average family contains
about 4.2 members with about 1.4 members obtaining post-second-
ary education; thirty-one percent of our families are two income
families. The average net worth in terms of home equity was some-
where in the neighborhood of $21,000.

Senator Sasser. That’s home equity?

Dr. Hammonp. Right. A sizable portion of that would be home
equity. Jf the information that we received, and this is somewhere
in the neighborhood of 5,327 students, 88.7 percent of these stu-
dents show financial need. Their average financial need for the de-
pendent student was somewhere in the neighborhood of $3,414, and
for the independent student somewhere in the neighborhood of
$6,900 yearly. The astounding thing is that the average parental
contribution for our student group is $587. So if you take the aver-
age parental ¢ “ntribution, apply it against what you say it will cost
to go to schocl, you will see there is a sizeable gap, and the ques-
tion becomes how il! we fill this gap.

If weh —anot. .r significant thing is that 64 percent of our de-

ndent u..dergraduate students had income in the range of zero to
g§0,999. So you can see if you have linear reaction in terms of Pell
Grant Program, the establishment of $20,000 ceiling for eligibility
for Pell Grar Program, I estimate conservatively that 35 percent
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of our students would be affected by any changes in linear reduc-
tion and other program changes that are being proposed.

LOAN REPAYMENT MAKES FUTURE BLEAK

My final comment would deal with the Income Contingent Loan
Program. And I have heard a lot of information about that, and I
have not received all the data on it. But I think that what we
would be doing if we accepted the Income Contingent Lozn Pro-
%ram we are in effect saying to students you must mortgage your
uture.

For example, if you look at the repayment schedule on the
Income Contingent Loan Program and the student has to repay
anywhere from $700 to $1,000 a month, when does that student
have the opportunity to live—have a moderate standard of living
because their—in placing a lot of emphasis on repayment of that
loan, certainly when would that family have an opportunity to save
for their children. So it becomes a tripling kind of effect where one
generation after the next generation would not be able to provide
any kind of assistance in terms of savings, and they would have to
go to the Contingent Loan Program. And I think that would be a
devastating effect on the Nation, hurt the economy, and it would
certainly be a message and a signal particularly as to low income
students that higher education is not the route to possess. Thank
you, Senator.

STUDENT AID PROGRAMS OFFSET TUITION

Senator Sasser. Thank you, Dr. Hammond. Why don’t we—I've
got some questions for you in just a moment, b. ‘et’s first hear
from our students here, and ask each one of them to give us a little
run down on where they are in school and maybe a short little bio-
graphical sketch and any statement they would like to make, We’ll
start with the young man here o' the right. Would you identify
yourself please for the Court Reporter.

STATEMENT OF WENDELL FULLER, STUDENT, MEMPHIS STATE
UNIVERSITY

Mr. FuLLer. Yes. How do you do, Senator Sasser. My name is
Wendell Fuller. My major is electrical engineering, and I am as of
now ready to graduate as of December of this year.

Senator Sas3eEr. From Memphis State?

Mr. "ULLER. From Memphis State. And as now—I can say it's
close to $1,600 a semester more or less to go to school, for me that
is. And the Pell Grant has played a very big part in offsetting tha*
price and as far as other scholarships and stuff that I do receive
from Memphis State. And I'm also now on College Work-Study Pro-
gram which also helps, aad the money that I do get from Pell
Grant—and the like at the beginning of the fall semester, I have to
manage that so I will be able to offset any other circumstances I'm
going to have to deal with in the spring semester.

That's why the College Work-Study Program is a very important
part as allowing me to sustain more or less during the semester.
And without the student aid I probably wouldn’t be able to go to
school now because I'm from a single parent home, only my
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mother. And there’s r.o way that she could have supported me and
my older brc*her and older sister in college. So without the Pell
Grants and the College Work-Study, more :han likely I would be
unable to attend schc 1.

Senator SasskR. So you’-e going to be an electrical engineer?

Mr. FUuLLER. Yes.

Senator Sasser. And without these student aid programs you
would not have been able to go to college in your judgment and you
would not be able to be an electrical engineer?

Mr. FULLER. Exacgl‘;’.

Senator Sasser. Well, I want to commend you. 'm delighted
you’re going to be an electrical engineer. You know last year the
Japanese, with a population of half that of the United States, grad-
uated more engineers than we did. Is is ar.y wonder why their Sony
television sets and Toyota automobiles sell so well. It is because
they have got so much engineering in those things. Could we hear
from you next, Muria Cornelius.

STATEMENT OF MARIA CORNELIUS, STUDENT, MEMPHIS STATE
UNIVERSITY

FINANCIAL AID HELPS STUDENTS BE INDEPENDENT

Ms. CorNELIUS. P'm also a student at Memphis State University.
I'm a senior and I'm majoring in journalism and wil! also g1aduate
in December of this year. And I don’t think it’s an exaggeration of
any kind to say that if these budget cuts went through I would not
be a student here at Memphis State. I would not have graduated. 1
probably never would have had the chance to enroll.

I think it's absolutely ludic -ous that they want to get rid of all
these programs. I don’t agree with what their ¢rying to do. I think
an opportunity for schoo! shculd be open to everyone, and what
they're saying is that if you’re rich enough or vour paren*s are rich
enough you can go to school. I you're an independent student or
dependeni student coming froru @ low income fawmily, you're going
to have to settle on a less meaningful joh. I really can’; agree with
that at all. I believe most of these changes probably originate from
the Department of Education, which ! belizve William Bennet;,
heads, and I think ““’z quite a coriradiction on his part considering
that he went thre Harvard Law School on Guarsnteed Student

loans, and now ’ “; seam like he wants the progr am——
Senator Sassk ce -oing to be a pretty good journalist. Let
me ask you this, C.,raelius, ave you the first - eneration of

your family to kave  college education?

Ms. CurNELIUS. My motﬁer did not go to college, no. and she is
not able to put .ne tfmrough college or support me, and I have also
not lived with her for 7 years. That’s not due to any type problem;
it’s just the fact that I am responsible for my own support.

Senator Sasser. Do vou want to be a newspaper person?

Ms. CornELius. It’s possible. Actually I'm leaning—I'm leaning
more towards mayazine writing, and I'm also a biology major and I
would like to get into scientific or medical type writing.

Senator Sasser. How abe* you, Mr. Fuller, did your mother
have a college education?

Mr. FuLLER. No, sir.
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Senator Sasser. Are you the first generation in your family to
get a college education?

Mr. FuLLer. No, sir. My older brother did—already graduated
from college, but my mother did not.

Senator Sasser. Your mother did not. All right. Let’s hear from
Cynthia Hogan now.

STATEMENT OF CYNTHIA HOGAN, STUDENT, STATE TECHNICAL
INSTITUTE, MEMPHIS

NEW HORIZONS ACHIEVED THROUGH FINANCIAL AID

Ms. HocaN. My name is Cynthia Hogan. I'm in my second quar-
ter at State Technice Institute. I attended Memphis State for a
year and a half and then transfer-ed to State Tech. I would never
have left Savannah, Tennessee if I had not received financial aid. I
would be makinz minimum wage or less right now probably for the
rest of my life and probably the only one that’s graduated. Of
course, I have two younger sisters that have, but as far as graduat-
ing from high school and tried to pursue a higher education in col-
lege, I'm the only one. And without financial aid I just would not
have done anything. It’s plain and simple.

My parents are not financially able They’re able to take -are of
themselves and live a normal life and meet their bills monthly, but
if T want to go to school, it’s up to me. And I think—I think it’s
very selfish. I think education is what we are all about. We have
got to—we have got to have education. I understand there’s got to
be a belance in the deficit that we have. But I do not feel that cut-
ting into our education is going to help. We have got to have educa-
tion.

I understand that he is trying to cut into the education and also
he do~s not want to take any money from defense system, which I
can understand. I understand we as a whole need to have a strong
defense system, but if we hi.ve no educated people to know how to
use i};g defense system, there’s no sense in even having it. They're
no good.

Senator Sassek. I think that's a good observation. In other words,
we spend all this money on sophisticated weapons that take——

Ms. Hogan. Take education away from people.

Senator Sasser. Takes intelligent, educated people to operate.
Along that line we find that we have a population that can’t oper-
ate the weapons.

Ms. HoGan. Correct.

Senator Sasser. So we are really in trouble then. Are you the
first in your family, first generation, to try to get a higher educa-
tion, Miss Hogan?

Ms. HoGaN. Yes, sir, [ am.

Senator Sasser. Would you be able to secure a higher education
without a guaranteed student loans or financial aid?

Ms. HoGaN. I would not have even tried.

Senator Sasser. Wouldn't even try. And you say you would still
be working at a minimum wage job in Savannah if it weren’t for
the student aid programs?

Ms. Hogar'. Yes, sir.
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Senator Sasser. So they have really given you an opportunity for
upward mobility, as the sociologists say. An opportunity to get a
better education and move out and get a better job in society.

Ms. HoGaN. Yes.

Senator Sasser. OK. Miss Shaw, can we hear from you this
morning and see what you have to say. Please identify yourself for
the reporter here.

STATEMENT OF DORISTEEN SHAW, STUDENT, LeMOYNE-OWEN
COLLEGE, MEMPHIS

BUDGET CUTS CURTAIL EDUCATION

Ms. Suaw. My name is Doristeen Shaw, and I'm a junior at Le-
Moyne-Owen College. I'm majoring in social sciences with a concen-
tration in law. And I would just like to say that if these cuts go
into effect, there is no way that I would be able to finish my last
year at LeMoyne-Owen College. I am about a day or two older than
most of the young people here, and I have—I quit a full-time job in
order to get an education. And when I entered LeMoyne, I was avle
to get on at Federal Express at night, but that was no good because
I have been on the Dean’s list ever since I have been there. And at
Federal Express I had to work at night, and I had 8:30 classes in
the morning. There was no way that I could be at that 8:30 class
getting off at 4 o’clock in the morning. It was just impossible. And
this frightened me. So until—I took this particular thing on educa-
tion to my sorority, and in about 2 weeks we ars launching a na-
tional campaign. We are going to touch every college and universi-
ty in the United States about this education cut. And if this goes
through, Senator Sascer, I might as well close my books for good.
There’s no way I will ever be able to finish school.

Senator Sasser. I hate to ask a lady this, but 'm going to ask
you, what is your age, Miss Shaw?

Ms. SHAw. 40.

Sex;ator Sasser. And you decided to go back to college at the age
of 407

Ms. Suaw. Well, at the age of 37, right.

Senator Sasser. Why did you decide to go back to school, just out
of curiosity?

Ms. Suaw. Well, I had several jobs, none were top paying jobs. I
was just a bare minimum. In order to get a good job and in order to
fulfill my goals, I knew I had to get back in school some way.

Senator Sasser. So you bumped up against the ceiling profession-
ally because of lack of education?

Ms. SHAw. That's right.

Senator Sasser. And you made the decision to go back and get
additional education so you could better yourself professionally?

Ms. SHav~. That’s right.

Senator Sasser. Well, Dr. Hammond, let me ask you a couple of
questions. You're familiar with the Income Contingent J.oan Pro-
gra.n. that’s been advanced by the Administration; is that a fair
statement?

Dr. HammonD. That's correct.
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INCOME CONTINGENT LOAN PROGRAM A NIGHTMARE

Senator Sasser. Well, the Administration has proposed to expand
this to $600 raillicn in the next school year, really before they gath-
ered any results from the $5 million pilot program they ran this
past year. Would you comment on the concept of the Income Con-
tingent Loan Program and the practical implications that you
think this program would have drawing on your 17 years experi-
ence in the field of student aid?

Dr. HamMmonD. OK. I will comment on the second part of the
question first, if the Senator will allow me.

Senator Sasser. Absolutely.

Dr. HaMMOND. It would be an administrative nightmare in that
institutions would be responsible for determining the consumable
income of each student applicant. We would have to redo notes, re-
payment schedules each year. The problem of keeping up with stu-
dents would be a headache. I just don’t—if students transferred to
another institution, what happens. There’s so many unanswered
questions about the Income Contingency Loan Program.

From a very practical aspect of it, I think there is an erosion of
the students ability in the future to pay for the cost of education in
that you're talking about a higher interest rate, you're talking
about limits that—I think that there should be limit on student.
loans. If we extend that upper limit up to $50,000, then a student is
effectively mortgaging their future.

Now to - 'spond to the first part of your question, generally I am
opposed to an Income Congentincy Loan Program because as you
pointed out Income Contingency Loan Programs tend to be regres-
sive in nature in that the lower income family pays a higher cost
and the higher income pays the lesser cost. Aad any Income Con-
tingency plan to me should be based upon equity and the student’s
ability to reasonably repay a student loan.

BENEFITS OF COLLEGE WORK-STUDY PROGRAM

Senator Sasser. Well, as a follow up, could you tell us what you
perceive to be the benefits of the College Work-Study Program? As
you know, the administration has proposed eliminating the College
Work-Study Program, and what would be the impact of the elimi-
nation of this program for Memphis State?

Dr. Hammonp. For Memphis State University we are talking
somewhere in the neighborhood of 500 students that would have an
employment opportunity. Also—and there’s one important feature
I think about the College Work-Study Program that many *imes we
tend to forget or people tend to forget in that it is an exrellent op-
portunity for a student to be independent. It’s an excellem: opportu-
nity for a student to learn job skills to return to their curriculum.
And it teaches a student how to get along with people. So it’s a
very valuable kind of experience for students.

In terms of an economic impact in the Memphis ares if we lost
the jobs here on campus on the College Work-Study Program, I am
not sure that we'd be able to—those students would be able to be
absorbed into the overall economic picture in terms of job market
in the Memphis area. It simply would be devastating.
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In terms of the institution’s ability, we would lose a sizeable por-
tion of our work force, and we would have to replace the $500,000—
approximately half a million dollars in institutional funds just to
manage some kind of employment program.

EDUCATION SHOULD BE PRIMARY GOAL OF GOVERNMENT

Senator Sasser. Let me ask the students some questions here. I
assume that all of these students—I don’t want to put words in
your : ouths, but would you sgree or disagree that the Federal
Government should have as its goal or one of its goals to provide
the opportunity to attain higher education by providing financial
assistance. What do you say about that, Wendell?

Mr. FuLLER. Yes, sir, I do feel that they should have some input
by the fact if we can gain a higher education, get one of the better
paying jobs, the money that we make can still go back into the
system as far as paying more taxes or whatever.

Senator Sasser. Do you agree with that, Miss Cornelius?

Ms. CorneLwus. Yes, sir. I think the benefit goes to both the
person and the society. It’s definitely not just the students receiv-
ing the dividends of the education.

Senator Sasser. How about you, Miss Shaw?

Ms. Snaw. I agree that the Federal Government should, because
as Wendell said, when we do get—if and when we do get a higher
paying job, our money will be going right buck to the system. And,
glf course, the service that we perform would be beneficial to others

80.

Senator Sasser. Miss Hogan, do you think the Federal Govern-
ment has got a role to play in ensuring that citizens have the op-
portunity to get higher education?

Ms. HoGaN. Yes, sir, I feel that that should be the primary goal,
to make sure that th< opportunity for us to have an education is
there. We should have the choice if we want to go ‘o school or not.

Senator Sasser. What do you say about the proposition that only
the individual benefits from an education and the individual ought
to pay for it?

Ms. HocAN. Who is going to benefit if we graduate from college
and make $60,000 and we are paying tax dollars? We are not the
one benefiting from those tax dollars. We are paying them right
back into the system, so we’re not the ones—everyone benefits.

Senator Sasser. Well, T think you're absolutely right, but the sta-
tistics indicate that the return to the Federal Government by way
of—just be totally mercenary about it—the retur 1 to the Federal
Government by way of taxes coming back over the work lifetime of
a college graduate are considerably more than that of simply a
high school graduate and more than defrays the cost of public edu-
cation.

CAN'T WORK WAY THROUGH COLLEGE THESE DAYS

Well, I think you've made yourselves clear today, and you made
excellent witnesses, and I thank you all for appearing here. I wish
that I could take some of you back to Washington with me and
maybe let you have an opportunity to discuss these matters face to
face with Secretary Bennett, the Secrctary of the Department of
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Education or maybe even go to the Oval Office and discuss this
matter with the President himself.

I have heard the President say to some of us, well, I don't see
why they can’t get out and pay for their own education. That's
what I did when I went to collegge—what is the name of that col-
lege—Eureka College. That is what the President told us one day,
gitting around a table in the cabinet room—I remembver it vividly.
Now Majority Leader, then Minority Leader. Senator Byrd raised
the point that, Mr. President, these college expenses are so high
now and I've got grandchildren that are trying to go to college, and
my daughters and their families are having a terrible time paying
for, we need to give them some assistance. To which the President
responded, well, I went to Eureka College, and I worked my way
through and I paid my own way, and I don’t see why these young-
sters can’t do that now.

Well, the answer to that is that college expenses and the cost of
going to college is much, much higher than 1t was when the Presi-
dent was working his way through Eureka College. And many of
the students are willing to work, willing to do whatever they can to
get a college education. But I think as Miss Shaw indicated you
can’t work your way through entirely these days; it's just simply
something that is beyond the capacity of most students.

I want to thank all of our witnesses who appeared here today.
They have been very helpful. The testimony that we have gleaned
here will be printed as part of the official hearing record of the
Budget Committee of the United States Senate. This testimony will
be read by various staff members, will be read by some of the Sena-
tors, and I think the testimony will help me and others greatly in
preparing for deliberations on the budget for fiscal year 1988.

Now we are going to keep the hearing record open for an addi-
tional 30 days in the event some interested citizens wish to make
their views known. Within the next 50 days if they’ll just write us
a letter or bring their written statement by my office here in the
Memphis Federal Building, we’ll see that it is included in the
record.

I want to again express my apprecietion to Memphis State Uni-
versity for their splendid cooperation for allowing us access to
these marvelous facilities. And also I want to express my apprecia-
tion to Memphis State University for this cup and saucer here
which I'm going to have on my desk in my office in Washington.
Unfertunately, we were unable to get any coffee for it this morn-
ing, »ut I'm going to remedy that very shortly.

Thank you all for coming, and these proceedings are officially ad-
journed.

[Whereupon, the hearing concluded at 11:40 a.m.]




THE IMPACT OF THE PRESIDENT'S FISCAL
YEAR 1988 HIGHER EDUCATION PROPOSALS
ON THE STATE OF TENNESSEE

WEDNESDAY, FEBFUARY 11, 1987

U.S. SENATE,
COMMITTEE ON THE BUDGET,
Knozxville, TN.

The committee met, pursuant to notice, at the University of Ten-
nessee-Knoxville, Knoxville, Tennessee, Hon. Jim Sasser, presiding.

Present: Senator Sasser.

Staff present: Lance Simmens, senior economic counsel to Sena-
tor Sasser.

Senator Sasser. First of all, I'd like to welcome all of you here
this morning and tell you that this is one in a series of hearings
I'm conducting across the State of Tennessee to determine the
impact of the administration’s fiscal year 1988 budget proposals on
higher education and on vocational education.

These hearings are being held under the auspices of the Senate
Budget Committee of which I am a member. The hearing record
will be made available to the staff of the Senate Budget Committee
and to the Senators who serve on that committee in order to help
them make determinations about whether or not to adopt the ad-
ministration’s proposed cuts in student aid.

OPENING STATEMENT OF SENATOR SASSER

Senator Sasser. Let me just begin by saying that, in my view, if
our country is to regain a competitive edge in what is becoming an
increasingly competitive world, education must play a crucial and
critical role.

It appears to me that some seem intent on making American stu-
dents the foot soldiers in the battle of the budget.

Although education represents 2 percent of the expenditures in
the Federal budget, it’s being asked this year to take 20 percent of
the cuts proposed in this year’s budget.

STUDENT AID PROGRAMS AFFECTED BY CUTS

Under the adminstration’s budget proposal, funding for the Col-
lege Work-Study Program will be totally eliminated. This would
eliminate jobs for 787,000 financially needy students all across this
country.

Also, under the administration’s budget proposals, funding for
Supplemental Educational Opportunity Grants will be compls.ely
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eliminated. This would deny 720,000 financially needy students
access to this particular program.

Under the administration’s budget, funding for the State Student
Incentive Program would be completely eliminated, wiping out
276,000 students who presently participate in this program.

Also, proposed funding cutbacks and structural changes in the
Pell Grant program which, I feel, is really the backbor - of student
ai_cz1 in this country, would affect at least 222,000 students nation-
wide.

Under the budget proposal that we are being asked to adopt, re-
structuring of the Guaranteed Student Loan Program would result
in 207,000 fewer students being able to participate in this program
next year.

So in sum, these proposals taken togethier would have a major
effect on higher education, principally by making it much more ex-
pensive for literally hundreds of thousands of students across this
land.

In many cases I fear it weuld mean the difference between at-
tending college and not attending college for hundreds of thou-
sands of our young pecple.

REDUCTION IMPACT FELT BY FAMILIES AND COUNTRY

Now, the first chart ! that I have asked to be set up here shows
the average expenditures of a family of four college-age children.
Now this is a family that wouid be characterized as a middle-class
to perhaps even an upper middleclass family, with an income of
$36,302 a year. That’s considerably above the average inccme in
the State of Tennessee.

And even with an income of $36,302 a year, you see that this
family of four with college-age children has only 2 percent of their
income left over. slightly over $700 to take care of various and
sundry contingencies after the necessities of life are paid for and
aft_edrfa certain percentage of their childrens’ college expenses are
paid for.

Now the second chart,? I think it even more vividly demon-
strates how these proposed reductions will impact or education in
this country.

In 1987, we spent $9,200,000,000 on aid to strdents which would
enhance the abi.ity of this country to compete. Fhese programs in-
cluded direct student aiu, vocational education, and grants in
Mathematics and Science.

We see in the adminstration’s fiscal year 1988 budget proposal
that this aid wou.w be cut by more than half.

Cuts in all three of these categories would impact adversely on
our Nation’s ability to stimulate economic growth and economic
competitiveness.

EDUCATION CUTS PENNY-WISE AND POUND-FOOLISH
Now, the proposals thai have been advanced by ti.is administra-
tion in education may satisfy the very technical requirements of

1 See chart on p 3.
2 See chart on p. 4.
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the Gramm-Rudman-Hollings Balanced Budget Act, but Henry
Ford once said, “Economy has frequently nothing whatever to do
with the amount of money being spent, but with the wisdom used
in spending it.”

And I think we are being penny-wise and pound-foolish when we
shortchange the education of our most valuable resource in this
country, and that is, our human resource, in the education of our
population.

Why are these proposals being advanced? I think they’re ground-
ed in fallacious assumptions of which consequently lead to a mis-
guided public policy.

For example, the Secretary of Education, Mr. William Bennett,
appeared before the Senate Budget Committee in an effort to Jjusti-
fy these proposed budget proposals several weeks ago, and he tcok
this position, he said, “Senator, why shouldn’t the students pay for
their entire education? After all, they are the ones who benefit. It
benefits only them individually.”

Well I think that proposal and that theory is incorrect. I think
that an educated man or woman benefits not only themselves, but
they benefit our overall society. They are vital to this country’s
ability to compete.

We can see that the statistics are very, very convincing. One
who’s had access to higher education over their lifetime has a
much larger earning capacity. And to be totally mercenary about
it, pays a much higher percentage by way of taxes into the Federal
Treasury over their lifetime.

INCOME CONTINGENT LOAN SHORTCOMINGS

Now, it is the concept that education only benefits the individual
that leads the administration to advance a proposal such as the
Income Contingent Loan Program.

The Administration proposes expanding this program even
though their demonstration project at this time has not been fully
evaluated. And while it may look appealing on its face, when one
peels back the Incoming Contingent Loan concept .nd sees what it
really does, its shortcomings are nothing less than astounding.

For example, according to the National Association of Student
Financial Aid Administrators, under this program, if a student
graduates from college—let’s say a student graduated from college
and went into the teaching profession and earned $12,000 a year on
his or her first job and remained fairly well within that earning
capacity range for a period of years, they would end up paying
back almost §100,000 on a $15,000 loan over a period of 25 years. In
the 24th year of repayment, the monthly payment would run $718.

Now, if the same student graduated from college and started
with the salary of $22,000, the loan would be repaid in 11 years and
the total repayment would be slightly over $44,000 a year.

So you see how regressive this is. It means that the student who
gets out and has a lower earning capacity would be paying much
more over a much longer period of time than the student who has
the higher earning capacity.

And this would certainly discourage many of our young people
from going into vital professions, esteemed professions, which
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happen, unhappily, not to have high financial rewards, like teach-
ing.

Now under the current financial combination of Perkins and
Guaranteed Student Loans, the total repayment over 10 years, for
the same $15,000 loan would be a little over $20,000.

So clearly, to expand the concept of this Income Contingent Loan
Program would be to mortgage the future not only of the individ-
ual involved, but really of the next generation as well.

Because if a parent is struggling for 20 years to pay off the loan
they borrowed to attend college, how i the world will they be in a
financial position to help their children when it comes time for
them to go to college?

So you simply strap one generation inw the grinder so that when
it comes time to educate their children, they don’t have the re-
sources to do it.

VOCATIONAL EDUCATION VITAL TO SOCIETY

Well, I think a word ought to be said about those who don’t go to
college. Not everyone in this country can attend college or even
shoulc attend college. There is a need for carpenters and plumbers,
there is a need for those who go into skilled trades. They are hon-
orable ana distinguished and necessary occupations. Over the
yearf‘Zi vocational education funding has been very helpful in this
regard.

Under the proposals being advanced by the administration,
before one would be eligible for financial aid in the State’s post-sec-
ondary vocational schools, they would either have to produce a
high school diploma or have a GED. In Tennessee this would have
the effect of eliminating 25 percent of our students in rural coun-
tries from the postsecondary vocational training system.

Well, I could go on and on, but I think I have made my point. I
look forward now to hearing from our witnesses who are here this
morning. Our first witness is a man of distinction here in Knox-
ville and indeed all across our state.

Chancellor Jack Reese has been the Director of the University of
Tennessee here in Knoxville for almost a quarter of a century. He
previously served at the University as an Associate Vice-Chancellor
of Economic Affairs and as Dean of Graduate Studies. He'’s a
member of the Executive Committee of the Tennessee Technology
Foundation and a member of the Board of the Greater Knoxville
Chamber of Commerce.

Dr. Reese received his Bachelor’s degree from Berea College and
both his Master’s degree and Doctorate from the University of
Kentucky.

Dr. Reese, we loo). forward to your testimony this morning and
we’ll be pleased to receive your statement.

STATEMENT OF DR. JACK REESE, DIRECTOR, UNIVERSITY OF
TENNESSEE—KNOXVILLE

Dr. Reese. Thank you, Senator Sasser. You and members of your
staff, we are always delighted to have you on campus, and we are
honored that you will report to the Senate Budget Committee the
campus’s thoughts on proposed raductions in student aid programs.
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Today’s other speakers will illustrate on a personal basis the
hardships the administration’s recommendations would have on
students and their families. I would like to address very briefly the
impact on the University of Tennessee, Knoxville, and even more
important, the potential effects on the nation.

STUDENT AID REDUCTIONS AFFECT MANY

In taking the broader view, I want in no way to downplay the
individuual tragedy to a significant number of students who will
suffer if Congress should follow administration proposals that
would, as you have indicated, eliminate completely three very im-
portant assistance programs and severely cripple another.

Rarely have I seen the Nation’s higher education community as
united as it is on this issue. My remarks today will largely be a
restatement and reinforcement of ideas being widely discussec in
Washington and on campuses across the nation.

I do not want to overwhelm you with numbers, but it is impera-
tive that they be used in attempting to portray the effects of the
proposals on students and the institution. Throughout these re-
marks, please keep in mind that in every case, students who need
assistance the most will be most directly affected by the cuts.

In 1985-86, the latest year for which we have complete informa-
tion, out of an enroliment of 25,000, the University had approxi-
mately 665 students receiving Supplementary Educational Oppor-
tunity Grants. Of the approximately $390,000 that were received in
SEOG grants, that amounted to an average award of about $590
per student. That’s just slightly more than half of our yearly in-
state tuition, leaving the remainder of the fees, book, and living ex-
penses to be paid by the student and his or her family. SEOG
grants go to individuals with the greatest fiuancial need. The ad-
ministration wants to eliminate this program completely.

Approximately $3.8 million in Pell Gra.:t funds are awarded an-
nually to more than 3,000 UT-Knoxville students. The average
grant was slightly more than $1,200 last year. The Peli Grant pro-
gram is slated for a 31l-percent reduction. And again, many stu-
dents who need help the most would suffer the greatest loss.

The State Student Incentive Program (SSIG) is also marked for
termination. Thic program requires at least a 50 percent match of
funds by the State. Every year our state legislature has seen fit to
overmatch. On this campus, more than 1,900 lo~ income students
were awarded almost $900,000, an average of about $415 per stu-
dent.

But perhaps the most disturbing news, as you have indicated, is
the planned elimination of the College Work-Study Program and
the rhetoric used to defend this unreasonable action.

Last year, 800 students earned an average of $1,000 each for
their part-time work in campus academic and administrative of-
fices. Elimination of College Work-Study funding would also elimi-
nate funds for the very active Job Location and Development Pro-
gram at this University. You may know that this service finds
part-time jobs with Knoxville area businesses for our students. Last
year 737 students were placed in jobs in which they earned an esti-
mated $785,000.
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Education Secretary Rennett has said, among cther things, that
Work Study is a free labur force for olleges and universities. He
takes no notice of the fact that students usually are placed in jobs
related to their fields of study, and that work in their academic
areas is a vital part of the educational experience. Also, he seems
to forget that educational institutions match the Federal funds al-
located for this program.

Secretary Benaett has been vocal in his comments that Ameri-
can education is too soft and that students o not sp nd erough
time on homework. If the Work Study program is eliminawc? rr |
students will be forced to tz' > jobs at night, outside the university,
thus reducing the hours they have to study or do their homework.

NO FREE EDUCATION RIDES AT TAXPAYERS' EXPENSE

The administration’s atiempts to justify the claim that “there
should be no free educational rides at the taxpayers’ expense” is
without logic or foundation. The argument that enough student
loans will be availab'e to replace the money lost from grant pro-
grams and Work S. .y would simply not be true on this campus.

Without gr‘ng into a complicated expisnation of loan programs,
let me say t. ' we currentiy do not have enough loan money to
meet our studzats’ needs, and National Student Defense Loans are
targeted for administration cuts.

In .ddition, the Graduate aund Profes-ional Oppcrtunity Program
(GPOP), an excellent feuowship program designer ‘o attract addi-
'tiional blacks and women to graduate schools, is .’ ‘0 slated for re-

uction.

Just this week we received some . eliminary info- .nation on the
Income Contingency Loan Program, and we agree that a closer ex-
amination reveals that is a terribly regressive structure which
would penalize students who earn the lowest salaries.

FEDS IN DANGFR OF FTGRESSING ON EDUCATION

As vital as all of these programs are to students and thzir fami-
lies, I find discouraging the messages that accompany these pro-
posed reductions. If they are approved, the federal government will
abdicate its rcle in providing educational access to all Americans.

Since Jefferson’s & .ministration the Government has embraced
the societal benefi.s of education.

Throughout our history as a nation, the Federal Government has
been increasingly involved in providing educational oppurtunities
for its citizens.

Three landmark pieces of legislat.on that illustrate that commit-
me t come to mind: The Morrill Act, which established Land
C1.nt Institutions, the various forms of the “G.I. Education Bills,”
and the present heauthorization Acts. After being so instrumental
in all the years in providing education opportunities for so long,
the Federal Government is 'n danger of regressing, as witnessed by
tre present budget. Mot only individuals, but the Nation as a
whole, would suffer the adverse consequences.

It sounds almost like a cliche to mention education’s role in ad-
vancing or just maintaining Ame..ca’s competitive edge in world
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markets, but our educational system will determine our success in
this global economy.

BUDGET CUTS REDUCE MINORITY ENROLLMENT

A public unive=ity like this one has a special obligation to ac-
commodate all qualified students, and we have in the past few
years undertaken an aggressive campaign to increase the number
of minority students at UT-Knoxville. Blacks have for too long
been under-represented on universiy campuses, and in recent
years the percentage of black high school graduates going to col-
lege has declined. Our minority recruitment efforts will suffer
greatly if financial assistance programs are reduced.

In closing, let me say that UT-Knoxville recognizes that we must
do our part to gain control of the Federal deficit. The University
recognizes and appreciates Congressional action over the last 2
years in a reauthorizing process which provides sufficient funds for
students, while protecting the Federal taxpayer. It is regrettable
that Secretary Bennett and the administration officials chose to
ignore this reauthorization in their budget submission.

Senator Sasser and the rest of the Tennessee delegation know
that UT’s first rriority in Washington has always been to seek
funding for a flexible financial aid program that meets the needs of
our students. We greatly appreciate Congress’ appropriating mv:h
more student aid money than the administration recommended.

Thank you for your interest in this issue and for your visit to
UT-Knoxville. We're ali grateful for the splendid support that
you’ve given to the issue of firancial aid to students.

Senatc. Sasser. Chancellor Reese, thank you.

L.. REEsE. It's my pleasure.

INCOME CONTINGENCY LOAN PROGRAM NOT FEASIBLE

Senator Sasser. I wonder if I might get you to elaborate on one
or two points. One, have you had the opportunity to look into the
Income Contingency Loan Program enough to comment a little fur-
ther on that particular program as to whether or not it weuld be
eithe- feasible or desirable for the majority of students here at the
University of Tennessee presently receiving financial aid?

Dr. Reese. Well, as you indicated, it’s an incredible regret—I
have some figures here. But the ones you cited are even more hor-
rifying.

It simply is not in the students interest to be strapped with what
looks like a home mortgage on getting out from college. And the
income differential for pay back is also absolutely horrifying.

Senator Sasser. Would you agree with the assessment that if a
student who comes to the University of Tennessee under<tands
toat they may be strapped with a 20-year psy back, that this would
have a very chilling effect on young people seeking higher ed.ica-
tion?

In other words, if they're faced with the dilemma of either as-
suming an indebtedness that could run as long as 20 years or not
going to college it would be my guess that many of them simply
would choose not to go to college.
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Dr. Reese. Yes, sir. I should think they would really feel that
there’s no alternative. I think that would particularly apply to low
income families who really would be terrified to assume such an
obligation.

EDUCATIONAL AlL RECEIVED BY MAJORITY OF STUDENTS

Senator Sasser. What percentage of the total student body here
at the University of Tennessee is presently receiving some form of
Federal student aid?

Dr. REese. Let me ask some folks from Financial Aid. This is
John Mason, Director of Financial Aid, Senator.

Mr. Mason. I think your question was, how many students are
receiving some form of Federal aid, not just financial aid?

Senator SAsser. Well, yes, Federal aid. But put that into percent-
ages, if you happen to have that at hand.

Mr. Mason. I don’t have the exact number. But the percentage
would run somewhere in the neighborhood of 50 percent. Overall
here on campus, including institutional aid, scholarships and
things like that, we have somewhere in the neighborhood of about
17,000 students, so it would be somewhere in the neighborhood of
60 some, between 69 and 75 percent or so.

Senator Sasser. About 50 percent of your students are receiving
some form of Federal aid?

Mr. Mason. Yes, sir.

Dr. Reese. Both Federal and private.

Mr. Mason. I put that down as specifically Federal aid, which
could be some, like the State portion of the SSIG, but it would have
Federal ‘'title IV monies involved.

Dr. Reese. When you add onto that the number that might be
receiving aid other than Federal aid, it would be about 60 percent.

Mr. Mason. About 17,000.

Dr. REgsk. I 1hink that’s rizht.

Mr. MasoN. About 17,000 of our 25,000 students receive some
form of aid, an academic scholarship, you know, or some other type
of assistance.

PRGJECTED IMPACT OF FEDERAL AID CUTS

Senator Sasser. Thank vou, very much. Let me ask you this,
Chancellor, and you may want to turn to one of your financial aid
officers to get the informatiern. But in the event that these cuts
were adopted, what impact wou'? it have on the students here ac
the University; that is, as to the pe centage that might drop out cr
not continue “with their education? Ha '2 you had an opportunity to
make a study or an evaluation ir. that iegard?

Dr. Reese. I'd be a lictle bit hesitant to pull a number out. But
John may have some better ideas.

Senator 3asceR. John, can you give a ballpark——

Mr. MasoN. To my knowledge, we’ve not looked at that aspect of
ic. The only thing that I can say about the new Contingency Loan
Program, that students I've talked to that have come to the office
to ask for more information on that program, have an indication
that it looks like we would have to get on u« push to go into cccupa-
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tions that we c=2 earn more money than some of the others. Now,
that’s the only type of comment like that.

But to answer your question concerning any kind of study, we
have not, ir: the Financial Aid Office, attempted to do that.

Senator Sasser. Well, would it be fair to characterize the d ‘op
out rate as substantial if these proposals are adopted, would it be
a fair statement “o say that there would be a substantial number of
students that wouid drop out of the University of Tennessee?

Dr. ReEsk. Yes; I don’t think there’s any question about that. We
do pretty careful tracking of students who stay in school and those
that do not, those that drop out for one reason or another. And a
. very substantial percentage of students who do not continue, drop

out for fir ncial reasons. I'm convinced the number would be in-
creased dramatically.

SCHOOL/FED/INT'USTRY RELATIONSHIP KEY TO ECONOMIC GROWTH

Senator Sasser. Chancellor, there’s been a lot of talk around the
country and in Congress about the problem that we in this country
have with competitiveness. Do you see any inconsistencies in cali-
ing for increased competitiveness on the part of officials in Federal
Government on one hand, and then on the other side of the coin,
advocating education cuts? And if so, what is inconsistent about
that position?

Dr. Reese. Well, Senator, as you know, higher education has
become more and more active directly in economic development.
There are a number of national studies by the administration that
have indicated that the real key to future sound, responsible eco-
nomic growth will depend upon the right relation among universi-
ties, the Federal government, private industry and State govern-
ment.

We would like to think that we have a financial model here with
the Oak Ridge Nation' 1 Laboratory. The results are very clear and
I think are very convincing.

But it does seem ominous that if the Federal Government be-
lieves that on the one hand, and then withdraws support for educa-
tion on the other, that seems to be remarkably inconsistent.

Senator Sasser. It just seems ironic to me that we are talking
about being more competitive, and here we are withdrawing aid to
education at a time in our history when we’re graduating fewer en-
gineers, for example, than the country of Japan which has half of
our population, and they’re graduating more engineers. Is it any
wonder that maybe some of their Sony television sets and Toyota
automobiles work so well? They’ve got a lot more engineers.

Chancellor, thank you very much for appearing here this morn-
}nlg and giving us the benefit of your views. You’ve been very help-
ul.

, Dr. Reese. Thank you, Senator.
Senator Sasser. Our next panel of witnesses will be three stu-
dents from the University of Tennessee-Knoxville campus. Th -y
are: Ms. Zena Denise Thomas, who is an undergraduate in the Ln-
gineering school here at UT; Mr. Harmon Scott Mitchell, a student
of the College of Business, and Ms. Bethany Neely, undergraduate
in the College of Libaral Arts.
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So would those three students please come forward and join us
here at the witness table?

We've got a reporter here who's got to get down what you say. In
order to do that, she’s got to be able to identify who is who. I know
how you are. Would you identify yourself for the purpose of the
Court Reporter, please? Scott, why don’t we start with you.

Mr. MrrcHeLL. ’'m Harmon Scott Mitchell.

Ms. THoMAS. I'ra Zena Thomas.

Ms. NEgLy. And I'm Reth Neely.

Senator Sasser. Sco.., we'll start with you. Just give us your
ideas about this proposal for student aid. Do you have any state-
ments to make on that or any observations?

STATEMENT OF HARMON SCOTT MITCHELL, STUDENT, CO..LEGE
OF BUSINESS, UNIVERSITY OF TENNESSEE—KNOXVILLE

Mr. Mrrceri. Well, I would like to say that probably because I
work at the Financial Aid Office, I am—all my educational ex-
penses are primarily paid for by financial aid.

I receive a State grant, the Pell grant, the National Direct Stu-
den‘ Loan, -hich is now the Perkins Loan. And what else. And
College Work-Study. That’s the job at Financial Aid is the College
Work-Study Program. Without—with the cuts proposed in these
programs, it would, you know, totally ‘estroy my chances of stay-
ing in school full-time.

I have taken part-time jobs over breaks. I've even joined ROTC,
the Army ROTC, heve at school to get a little bit more money, to
give me a little mor. .uture security.

One of the reasons I did join ROTC is that I have, over the years,
had a feeling that g-iduate schoo: would really be beyond my
means financially. And I always felt that ROTC was just for the
brains. That's not true, hut that’s the image I've grown up with.

It would be financially difficult to make payments, to pay for any
ki}r:d lof loan that I would have to get to get through graduate
school.

ROTC would be sort of my graduate school, is that I'm looking
forward to. The responsibility I would get through that would give
me a boost into the business world.

LOSS OF STUDENT AID ALTERS SCHOOL ATTENDANCE

Senator Sasser. Well, Scott, let me ask you this question, would
you be able to continue here at the University of Tennessee if you
lost your student aid programs?

} .. MnoueLL. No, si=. not on a full-time basis. I'd hope to =t
least try to get a full-time job, maybe go to evening school or some-
thing like that. And if I did have a part-time job, I'd have to drop
out of ROTC. That, you know, would further hamper any future
plans as far as career advancement.

Senator Sasser. Well, Zena. could we hear fron: yo.. now? And
then I want to come back and ask all three of you some ques.ions.

Do you have any statement or testimony that you would like to
put forth for the record today?

59




37

STATEMENT OF LENA DENISE THOMAS, STUDENT, SCHOOL OF
ENGINEERING, UNIVERSITY OF TENNESSEE-KNOXVILLE

Ms. THoMmas. | currently receive College Work-Study and Supple-
mental Grant, GSL and Pell Grant. I'm an out-of-State student,
and I work in Financial Aid. I've been working there for the last
year under the College Work-Study Program. And I also wouldn’t
be able to attend college, especially not out-of-State, with the cuts
that you have proposed.

Senator Sasser. Well, I'm reminded that we haven’t proposed
those. These are being proposed by the Reagan administraticn, and
the Office of Management and Budget. We are going to make a de-
termination about whether or not to adopt them. I'm not very en-
thusiastic about that, as you can see.

Ms. THoMas. T'd also like to say that I’m the first, I'll be the first
college graduate in my family. And this is really important to me
to my family.

Senator Sasser. Beth, do you have a statement that you wouid
like to make?

STATEMENT OF BETHANY NEELY, STUDENT, COLLEGE OF
LIBERAL ARTS, UNIVERSITY OF TENNESSEE—KNOXVILLE

Ms. NeeLy. I'd like to give a brief autobiography, if I may.

My name is Beth Neely. I'm a senior in English here at UT, and
am also employed in the Financial Aid Office. This is my third
year receiving financial aid. I am 23 years old. I'm an independent
student, and have been self-supported since the age of 18.

My freshman year in college I was considered a dependent stu-
dent, and my tuition was paid for by Guaranteed Student Loan.
During that time, I was forced to support myself and received no
financial assistance from either parent. I worked for minimum
wage at least 30 hours a week but was unable to keep up my stud-
ies due to the time fuctor involved as well as the cost of tuition.

I then Adecided to withdraw from school and work to support
myself and hoped to save enough money in order to return to
schocl. However, after 2 years of work, I found it impossible in
today’s economy to save enough money to pay for my own educa-
tion.

I then applied for financial aid. In 1983, I was re-admitted to the
university, and now receive Pell Grant, the Tennessee Student As-
sistance Corporation, Perkins Loan, College Work-Siudy Program
and the Guaranteed Student Loan. If it weren’t for financial aid, I
cot.ld not be here.

At this timc¢, however, I'm already facing $11,000 in debt for stu-
dent loans. And :hould I decide to further my education by attend-
ing graduate school, I will be facing an additional $13,000, which
would put me at $25,000 in debt. And that’s what frightens me
most.

Senator Sasser. Well, I gather, Beth, you would not be ..ie to be
here were it not for the financial aid programs?

Ms. NeeLy. Absolutely.

Senator SasseR. Let me ask this panel this question, do you agree
with the proposition that college education benefits only the indi-
vidual who receives it, or do you see a broader benefit to society as
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well? Does just the individual have a vested interest and a stake in
getting a college education, or is there a broader public interest in
seeing that people get a college education?

How would you respond to that question? Scott, what would you
say about it?

COLLEGE EBUCATION BENEFITS INDIVIDUALS AND SOCIETY

Mr. MitcHeLL. The State would have—the individual is, you
know, it's obvious that the individual is not the only one that bene-
fits. A college education can help all through the years.

It will be, it’s like the tax money that goes to supply this, to help
the financial aid program with a coilege education. It’s like an in-
vestment in the future.

Anybody that does receive a college education will likely—I don’t
know what the statistics are, but they will be most likely to go on
in the future to supply the tax money to help the people that
aren’t able to get a college education for whatever reason.

In other words, they’re, they will become the people less likely to
need financial aid in the future. And it’s an investment is how, the
only way I can say it.

Senator Sa.sER. All right. What would you say about that, Zena?
Do you have any views on that?

Ms. THoMas. You said earlier that other countries are graduat-
ing more engineers and that their technology is more advanced and
nave better quality cars and TVs.

If we don’t graduate more engineers, then we won’t be able to
compete with the other countries. And without graduating and
giving aid to students, we can’t do that.

Senator Sasser. What do you say about that, Beth?

Ms. NEELY. I agree with both of them completely. I see that it’s
obvious that it benefits society as a wheie. It is an investment 'n
the future.

You have to realize that with collejze education you're, you know,
you're increasing your opportunitie. to make more money, there-
fore, you can invest more monev in the market. And, you know,
thati’s a "arge contribution to economy.

So I can’t see hew anyone rould say that only the individual ten-
efits. There’s just no way.

Senator Sasser. Now there are a lot of people, including Educa-
tion Secretary Bennett, who would advance this proposal. Now I'm
not just picking on Mr. Benorett. If he were here, he would certain-
ly be able to defend himself. He’s a very articulate individual.

But it was pointed out yesterd:y by a young woman, a journalist
student at Memphis State that was receiving student aid, that Sec-
retary Bennett should net e opposed to student aiu, due t~ the fact
that he received studerc¢ aid to go to Harvard Law School.

So maybe she’z pl2aning on being an investigative journalist, to
be able to dig those sorts of things out of his background.

But anyway, Secretary Bennett and others would say that the
Federal Government saouldn’t have a role in encourasging people to
go to college, to get a highar education, and certainly should not be
in the business of helping pay for it.

ERIC 61

IToxt Provided by ERI




39

SHOULD THE GOVERNMENT PROVIDE EDUCATIONAL OPPORTUNITY

And I would ask you, how would you react? Do you think the
Federal Government ought to have a role in affording educational
opportunities to young pwople who qualify, or not? And that’s the
fundamental question, in my estimation.

Ms. THoMAs. Senator, I'd say definitely so. If the Government did
not provide financial aid funds to students, the number of students
able to go to college would definitely decrease by drastic numbers.
We've already gone over that.

That would increase the number of poor in the country and,
hence, add to the load that the people not needing financial aid
ha\ie to carry as far as tax support for the poor. So it’s a continuing
cycle.

If the financial aid funds aren’t provided, less people will go to
college. The income of the American popul: ‘ion, on the average,
will decrease more, and it will be more dependent later on other
welfare programs. That’s just, you know, there’s no way that that
mentality can come into effect.

Sznator Sasser. What do you, the other two, say about that?
Beth, do you think the Federal Government has a role to play in
trying to defray or guarantee college expenses for individuals?

Ms. NeeLy. Absolutely. As we have already pointed out, how can
they expect us to compete in the world market without education?
It’s, I mean, it’s impossible. Not only that, but I feel personally
that everyone should ha e the opportunity to go to college if they
want to get an education. Everyone should have that opportunity.

And what strikes me is the fact that the middle class seems to be
who are hurt the most. The lower class are going to be able to re-
ceive the funds. The upper class obviously has the funds. But the
middle ciass, the ones who need the funds the mcst, are not going
to be able to get them.

It’s just staggering to think about proposed cuts in financial aid.
It’s already difficult enough without making it that much harder.

Senator Sasser. Would you agree with these statements that
have been made by your colleagues here, Zena?

Ms. THoMas. I certainly would.

Senator Sasser. Sitting between them I wouldn’t think you
would want to disagree with them.

Anything else you would like to tell us today?

! Ms. NEeeLv. I have one question that I'd like to ask.

INCOME CONTINGENT LOAN PROGRAM A RUSE

. I have _ust recently found out about the Income Contingency
Loan Progran., and don’t krow a whole lot about it. But what 1
can’ understand is, do they think that the American public is this
ignorant that we’re going to buy this proposal, that we really are
going to fall for this?

I mean, I jnst can’t see why people cannot sze that the people
who are making tue least amount of money are going to be paying
back the most. Car. tl.2y not see how ridiculous that that is?

Senator Sasser. Well, you asked me a question. Ordinarily I ask
the questions. But in this particular instance you’re asking for my
personal view I suppose. And my personal view is that the Income
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Contingent Loan concept is simply a device or even a ruse, if ycu
will, to back the Federal Ggovernment out of the financial aid busi-
ness without really admitting it.

Because you come up with a proposa) or a plan that is unaccept-
able, nobuuy will use it. But you can always say, well, we've got a
loan program out here for the needy people who want to use it.

Let’s make it so unattractive that nobody will use it. And I't . .1k
that’s what we're seeing here.

Well, thank you very much for appearing here this morning and
giving us the benefit of your views. Your views are important be-
cause you have a vested interest in what occurs with regard to stu-
dent aid this year and in the coming years So I'm delighted that
you could appear this morning and give us your views. Thank you.

Mr. MntcHeELL. Thank you, Senator.

Senator Sassgr. Now, our third panel consists of two students
from the University of Tennessee—Knoxvil'2 campus and one stu-
dent who’s traveled all the way from the Uni. ~rsity of Tennessee—
Chattanooga campus there.

They are: Ms. Donna Gay Ashby, a graduate student from the
Knoxville campus; Mr. Spruell Driver, a Roddy Scholarship recipi-
ent in Engineering from the Knoxzville campus and Ms. Frankie
Lee, a mother of four children, two of whom are college graduates
and one who's currently a junior with a four point grade average.

So, would you three please come forward here and join us at the
witness table?

All right. Would you identify yourself, please, for the record?

Mr. Driver. I'm Spruell Driver, a senior in Industrial Engineer-
ing at Nashville, Tennessee.

’IMS. AsHBY. I'm Donna Ashby. I'm a graduate student here at

Ms. LEE. Senior and parent, Frankie Lee from Chattanooga, Ten-
nessee.

Senator Sasser. Ms. Lee, we particularly appreciate you driving
here this :norning. And I understand that you've had a tragedy in
your family, and we very much apprecie*- you coming all the way
from Chattanooga to be with us here today.

Mr. Spruell, we’ll begin with you. Do you have a statement you
would like to make with regard to these propoced cuts?

STATEMENT OF SPRU’ ., DRIVER, RODDY SCHOLARSHIP RECIP-
IENT IN ENGINEERING, UNIVERSITY OF TENNESSEE—KNOX-
VILLE
Mr. Driver. Yes, sir. First of all, I'd like to thank you, Mr.

Sasser, on behalf of myself and several other students like myself,

for taking the initiative and giving us the opportunity express our

opinions on the proposed budget cuts in Federal aid.

PERSONAL HISTORY OF FINANCIAL AID

First of all, ¥'d like to give you a little bit of my personal back-
ground to supplement the information I have about my financial
assistance here.

1 come from a one-parent home. My father passed away when I
was 6 years of age.
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As a senior in high school, I witnessed the phase out of the Social
Security program * znefits for college students. I just missed that.
And therefore, upon graduation from high school, I didn’t have a
readily available financial base.

I was, by standardized test scores, I guess, a typical student. My
ACT score in 1982 was 19, but I view myself as a highly motivated
student and capable of completing a college education.

What brought me to the University of Tennessee was the Minori-
ty Engineering Scholarship Program. That program in itself has
accounted for approximately 32 percent of my education as a un-
dergraduate.

However, my ability to stay here at the University of Tennessee
would not have been feasible had it not been for financial assist-
ance and Cooperative Engineering Program which supplemented
my income.

During 1 yeur this time, my mom was unemployed. That was be-
tween 1983 and 1984. And I was receiving Pell Grant assistance
and the Tennessee Student Assistance package as well. And I've
also received some Supplemental Educational Grant monies.

The financial aid that I have received from the University here
at Tennessee has been approximately 26 percent of my education. I
view that as a very big impurtant 26 percent, that had it not been
there, I would not have been able to continue.

The scholarships that the University has been able to afford to
me have accounted for about 27 percent of my education, and I
have paid about 15 percent of my education through co-op earnings
in addition to that.

The conclusion is that I find that I've been able to finance my
undergraduate education by 100 pc.cent. But I do feel—I don’t feel
that I've received a free ride. I think I've pulled my own weight.
Because all of the scholarship monies as well as nnancia aid were
awarded to me contingent upon my academic performance.

Therefore, the financial aid and the scholarships were not only
financial assistance packages, but they were also incentives for me
to do well here at the University.

As I approach my graduation date, I am a senior in Industrial
Engineering, my future aspirations are to go to law school. And I
feel that a legal education, coupled with a technical degree, will
enable me to make a very beneficial impact, or beneficial contribu-
tion to our society some day.

Indeed, I'm afraid that had I not been able to attend the Univer-
sity of Tennessee with the assistance of financial aid and the schol-
arship programs, I would not even be in a position to see these
dreams and in a position to try to obtain them.

The last thing I'd like to point out is that I think as a fellow Ten-
nessean you’ve probably witnessed the viability that our State has
experienced for the past couple of years due to the Better Schools
Program. This is a direct benefit based on our higher priority on
education.

As a matter of fact, in 1985, President Reagan had the opportuni-
ty to come to the University, and he saw some of the benefits of
the work that's been taking place between the University and the
private sector.

[MC 74-054 0 - 87 - 3

IToxt Provided by ERI




42

What I would like to say is that I believe the scientists, the engi-
neers and the educators who made that program a success are also,
they were also recipients of some type of Federal assistance when
they were undergraduate students.

So I do believe that the Federal Government’s added support to
the education will have long-range benefits for our society, for the
U.S. economy and everything.

I think that if we were to turn around and detrimentally make
these drastic cuts in financial aid, we would erase some of the ben-
efits that we received from vhe 1965 Higher Education Act.

And with that, I would like to thank you again, and I appreciate
your giving us the opportunity to present our views.

Senator Sassgr. Thank you, Spruell.

Donna, do you have anything you would like to say this morn-
ing?

STATEMENT OF DONNA GAY ASHBY, GRADUATE STUDENT,
UNIVERSITY OF TENNESSEE—KNOXVILLE

Ms. Asupy. Yes, I do. I would like to say that, like Spruell, I was
also from a one-parent household. I lost my father to a house fire.
That left my mother and my two, my sister and iny brother to sur-
vi’e on an 1income which was $3,500.

With that, gll four of us were able to go to college and get our
Bachelor’s degrees. My mother is a nurse. My brother is (unintelli-
gible) and my sister is (unintelligible), and 1 have been teaching
high school. All of us were able to do this because of financial aid.
Without financial aid, none of us would have been able to go to
school on our income.

As I said, I'm now a teacher. I Lhave been teaching high school
here in Tennessee for 4 years. And something you said earlier
struck me. When you mentioned that a person in the field of teach-
ing, if they obtained a loan, they would have difficulty paying it
back. I was in that position.

I didn’t have the money to go to college without taking out a
loan. 1t took me about 3 y rs to pay it back. I did not decide to
come back to school until I was able to pay off my loan, which was
relatively small. I was teaching on a small income and did not have
the money to pay it all back immediately.

I am now in school at the University of Tennessee working on
my Master’s degree. My point is, I came back to school with the
confidence that by working hard enough that there would be
money available where I could make it through.

I am now lucky enough to have a job in the Financial Aid De-
partment and I have recei/ed . scholarship which pays my tuition
and gives me a small salary. This is my sole income. And I feel like
I'm very lucky to have it. Because if I did not have it, I would have
to depend on loans and going into debt.

And I did not apply for any other type of financial aid because I
feel so lucky to have this particular type of assistanceship, that I
would not wan* to take money that other students would get. Be-
cause every day I see students whose total income is what they
make Cfl‘rom College Work Study Program and some type of finan-
cial aid.
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And I feel like that those students are already in a bind. And I
don’t know what would happen without that financial aid. But
that’s why I feel very lucky to have the opportunity to receive fi-
nancial assistance. Financial assistance has made the difference be-
tween me and my family.

Senator Sasser. Thank you very much. We’ll hear now from Ms.
Frankie Lee.

STATEMENT OF FRANKIE LEE, STUDENT AID MOTHER

Ms. LgE. I haven’t thought of this mesting before today. But it's
such an important meeting to me. Evuryone has a speech prepared.
Rut we had a death in my family, so I apologize.

Senator Sasser. That’s all right. You just relate your experiences
with financial aid and what it’s meant to you and your children.

Ms. Lee. My problem is that I want to just complain from top to
bottom.

Senator Sasser. All right.

Ms. Lee. I am a product of my society. I was raised by a typical
mother, father, two children. Married. A husband, mother, father,
two children. Everything was typical.

My age group was not raised to go to college. I did not get chem-
istry in high school. I did plan to go to :ollege.

My parents told me that you work hard, you did a good job, you
did your best, whatever. This is not the American dream any
longer.

I rose to personnel manager in three different large companies,
and I closed each of those companies in the 1970s when environ-
mental control money didn’t equate changes in the environment.

I saw men my age, in their 40s, change jobs for the first time in
their life. Our society didn’t «&pect to change jobs. They got a job
when they were 18, they went to work and they became a good
member of the Teamsters or whatever. Our society has changed.
Education is necessary. There is n- sther way.

I raised four daughters. They were from 2 to 10 years old when
their father left. I worked 60 hours a week for 10 years. There was
no way I could support a college education.

But they made good grades in high school, they excelled. They
put windows in, this type of thing. There was no way I could have
come up—you can’t make a loan. I had great credit. But you can’t
support that level when there gets to be a point.

Our society has changed. Mr. Bennett says that society will not
benefit, that the family really should be responsible. There’s no law
that says the family is responsible.

What is an 18-year-old to do? They come into our office each day.
They don’t have an education, their parents are going into bank-
ruptcy, they’'ve had to quit school and——

enator Sassgr. Pull that mike up a little closer, Ms. Lee. Yeu're
competing with the construction outside.

Ms. LEg. I'm sorry.

Senator Sasser. You're doing fine.

Ms. LEe. I'm just concerned that—I have fou ghters. My
daugdhters have been highly successful. They are exiremely moti-
vated.
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My father pointed out to me, when their father left, in black and
white. He showed me that I could go on welfare and stay home and
raise my children, live on the farm and so forth not buy a car or
anything because I was raised by those people that said to do it.

Well, we didn’t take that avenue. And I'm so pleased that we
didn’t. My children, had they been raised in that road, would not
be a doctor, would not be a stockbroker.

I’'m so proud of my children. And I'm sure that they have more
pride than 1. I am sure they wouldn’t appreciate me spreading to
the world how we, how things, how rough things were for them.
Because they're smiling citizens and everything now.

They would have been that way had they not had the education.
It would have been that way had there not been an opportunity to
borrow money. And I know I'm rambling.

But now, they are successful. Scciety will benefit. It is not for
them. Their income will make their children financially happy,
give them more. They can take them horseback riding this week-
end, whatever.

But they’re also President of the Jaycees. They're active in their
church. They're called for every—my daughter’s speaki- _ at the
university this year as a requirement.

There is no way I could have done it. I rose to personn~l manag-
er three times and I was there when we closed those plants.

I went back to the next company where I started as an assistant.
But I didn’t have the paperwork. I had to have the education. The
“sheepskin” as one manager put it. I didn’t get the job. It wasn’t
that I didn’t have the ability or intelligence or couldn’t perform the

job. It was just simply it was a competitive market. And I was

simply on the lower entry level.

So I have come back to school. I work full-time. I have a 3.8 aver-;’i

age. And I want to go to school full-time. There is no way an 18/
year-old can handle that pressure. I have given up opportunities--
i:ollege cost is unreal. You have no friends. Everything is very shg/l-
Oow. H

But the reason I find it a necessity, is I have been a desk clérk
for the past 8 years. And I could have sat there and have been com-
fortable. It was a very easy life. /

But now I’'m handing my children a terrible responsibility. {since
they were 2 years old—to repair everything in our house. i

Now I'm going to say our Social Security program isn’t coming
forth. Our society changes jobs three times in their lifetime. I've
had to retrain. I've changed jobs three times. And you car’t start
from that point. You always start one step under when you go
back, unless you have the paper.

GOVERNMENT LOANS MAKE EDUCATION POSSIBLE

Senator SAssEr. Let me ask you some questions, Ms. Lee. Would
it have been possible for your children to go to college and get the
education they got without financial aid?

Ms. LEe. I'm sorry to laugh at the question. I don’t know. I was
working full-time ard part-time jobs for 10 vears to support us.
There was no way—you know, the Gevernment gave: $276 1 month
and $313 1 month to my children a semester to go’to school. But
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the kids are in debt up to their ears in Government loans. But
there’s no way I could have made those loans for them other than
the Government grants.

Senator Sasser. Had it not been for the Guaranteed Student
Loans they probably would not——

Ms. Lee. I could not have gone to a bank. My credit rating was
above reproach. There was no problem with my credit. There was
no problem with anything. I was considered the, I was the top of
society as far as doing all you can do by work.

There is no way that we could have gone to—you can’t walk in
and get a loan st 18. A kid won’t do that. As motivated as children
are, they're still going through a developmental stage.

An 18-year-old is not %ging to behave like a 50-year-oid woman.
They’re giving up everything and doing nothing. Taey have no ex-
perience. They’ll stand crying because they don’t know how to fill
out the application. It’s just too hard. I can’t understand why
anyone woulda’t want an education.

We have two systems. We had a phrase “Catch 22” years ago.
And we will go back to that. Because the college (unintelligible).

They will—taxes have now become an astronomical burden. Soci-
ety will benefit. I’ve watched grown men, I had from six hundred
in one plant to two thousand people in the plant. Those men
couldn’t fill out an application. It’s not that they didn’t contribute
to society. It’s just that they didn’t contribute—a woman couldn’t
contribute the same as a man. A man would have the advantage.

Senator Sasser. Let me stop you right there and pose a few ques-
tions to the other witnesses gathered here.

Spruell, you said you were the first generation in your family to
get a college education?

Mr. Driver. Yes, sir.

Senator Sasser. How about you, Donna?

Ms. Asusy. Yes; my sister and my brother and myself were the
£ st college educated.

Senator Sasser. Would it have been possible for you to get (his
college education without financial aid?

Mr. Driver. No, it certainly would not. As I said, we were a
family of four. And our incu.me, annual income, was $3,500. So we
definitely cculd not have.

WORK-STUDY PROGRAM DICTATES EDUCATION FUTURE

Senator Sasser. Now, the other day Secretary of Education, Ben-
nett, made the statement when he was before the Senate Budget
Committee, to the effect that, with regard to tne College Work
Study Program, he said, “*Vell, what difference does $500 or $600 a
year make in the overall cost of trying to get a college education?
What if the student got out and got the money somewhere else?”

Now my question to you is, does $500 or $600 mean the differ-
ence between staying in school or leaving? What’s your experience
in that regard? You've had exp.rience. Tell us what you think
about that.

Mr. Driver. Well, I am participating in the College Work-Study
Program, but I can say that $500 or $600 would make a difference
in being able to stay or leave.
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If you don’t have that money, then you really have no other
option than to withdraw and try to find a job somewhere else and
save enough money to come back.

But I have found with my relationship with other students, the
students who do that, go out of school to take full-time employment
outside the university setting, find it particularly hard or more dif-
ficult to come back. Once you get out of the setting, it's hard to
come back.

I think the program prc.ides a lot of ser—-ices here on campus
that would not otherwise be availaole threw_.. our offices, such as
financial aid. The University’s buildings wculd not be able to be op-
erated in the fashion that they are without the student assistance
in those positions.

Senator Sasser. Donna, do you agree hat $500 or $600 can make
a difference between staying and going?

Ms. AsuBy. Yes; it woula. When I was in college, I worked for
three quarters and I paid my tuition with that. So that involved an
entire year of education that I wouldn’t have gotten without that
amount of money.

So that tuition was rease- able. And that was, as I said, that rep-
resented an entire year ¢ study. Today, that would represent an
entire quarter plus books. And that woul.. give a person an entire
quarter and not having to go without books and falling behird. "o
it makes a difference.

Senator Sasser. Well, you all have answered a number of my
questions with your opening statements here. And I know you’ll
agree that a college education benefits more than just the individ-
ual. It benefits the society as a whole.

Ms. Lee, we're going to let you have the last wtc

Ms. Lee. I'm sorry. I just feel that it’s impor' . The reason I
would advocate the College Work Program is non 2 $300 or $500
or $600. College is very hard. It’s changed. I'm no. certain why we
call it “higher education.” Society has changed from requiring a
sixth grade education to a twelfth grade education.

But tl,e College Work Prog.am offers more than financial assist-
ance. It gives you the op, ortunity to go to scheol and not have to
ckange jobs. I worked 2% years to go to college. I worked full-time,
part-time jobs. I did not have ‘inanciu: aid. It was very hard.

What I ran into was in the las. <car, you have prerequisites. You
can’t—-my past employer said, why, (unintelligibie).

The College Work Program offers y. . an opportunity to walk in
and out. You get your schedule. You take things as they come, to
meet the responsii;ility o” each semester without ~hanging ijobs or
charging your responsibility. You don’t have a total shift to learn a
new job. It is imp.3sible to be able to do that.

Senator Sasser. That’s a point well-made. The Colle e Work-
Study Program gives you not only the financial 1. ward, but it also
gives you the flexibility to vary ycur werk with our academic
schedule and allows you to be more or less in an academic environ-
ment where people are sympathetic to your acadeinic nezxds and
not just to the work needs.

Ms. Lee That’s the reason for the camaradecie in school. You
feel lik2 you’re against the world. You don’t fird that in the busi-
ness world. (n the business world, you're competing all day. And
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you're tested and tested. And you feel like, gosh, am I going to
make it? It’s extremely difficult.

And you can’t—you function better when everyone is saying,
“Oh, come on, you can do it.”’” It generates energy.

You are placed in the business world and you learn to function
anc you learn responsibility. You mature. And you are pressured
to a point that an 18-year-old couldn’t handle. If’s just overpower-
ing.

Senator Sasser. Well, thank you. Donna, would you like to add
something?

EDUCATION CU1TS STIFLF ECONAMY AND SOCIETY

Ms. AsuBy. Yes; I have a supporting point that I'd like to make.
I think this is what frightens me most about the cut in the budget
for financial aid. And that point is, our country was built on the
ability f - the lower and middie inc me people to rise above their
means = d become people of imporiance and people who have in-
fluence.

What this will do, I fear, is this will lessen the ability to have
those lower and middle income people to be able to contribute to
society. These people will be stifled as the result of our economy.
Our society will lose the services of these people who will not have
the means of education. The lower and middle income people will
not have the means to go to school and to contribute. That’s what
frightens me the most.

I thirk that the people who are in college need to realize that if
they take away the Federal : 1 services, it is definitely going to
stifle the eranomy and stifle society.

Senator asser. Well, I think that’s a point well-made. There are
a lot of apprehensions now about the evaporation of the middle
class in this country, and tiere are concerns that we are moving in
the directicn of an upper class and a lower class, with the middle
class declining in numbers and ir ianfluence. I think that cuts to
student aid will certainly accelerate the process.

I want to thank all of you for coming to this hearing this morn-
ing. T've been impres. .d with the caliber of the students that we've
heard from today. And I think if these students are representative
of the college age population today, then I think there’s great opti-
mism about the future of this country.

If anyone would like to submit additional information or testimo-
ny for the record, we are going to hold it open until March 11th.
That’s one month from tod: - And you can have your statement
included in the hearing recurd by submitting it to our Knoxville
office here in the old post office building in room 320.

Before adjourning this hearing, I would like to recogrize and ac-
knowledge the presence of Dr. Robert Shephard, the President of
Knoxville College, who was here a moment ago. We appreciate him
coming by and sharing an interest in these hearings.

Thank you very much. I officially declare these proceedings
closed.

Whereupon, the subcommittee adjourned subject to the call of
the Chair.]
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THE IMPACT OF THE PRESIDENT'S FISCAL
YEAR 1988 HIGHER EDUCATION PROPOSALS
ON T.{E STATE OF TENNESSEE

WEDNESDAY, FEBRUARY 11, 1987

U.S. SENATE,
CoMMITTEE ON THE BUDGET,
Nashuville, TN.

The committee met pursuant to notice at 2:30 p.m., in the Avon
North Williams, Jr. Campus Building, room 353, Tennessee State
University, Nashville, TN., Hon. Jim Sasser, presiding.

Prcesent: Senator Sasser.

Staff present: Lance Simmens, senior economic counsei to Sena-
tor Sasser.

OPENING STATEMENT OF SENATOR SASSER

Senator Sasser. Let me bring these hearings to order. First, I
would like to welcome all of ; ou here coday. This is one in a series
of hearings that I have beer conducting across the State of Tennes-
see to determine the impact of the administration’s fiscal year 1988
budget proposals on higher education and on vocational eaucation.

These hearings are held under the auspices of the Senate Badget
Committee, on which I serve, and I'm accompanied today by Mr.
Lance Simmens, a p.ofessional siaff member of the Senate Budget
Committee.

EDUCATION MUST PLAY CRUCIAL ROLE

I would say at the outset that if this Nation is to regain « com-
petitive edge in an increasingly competitive world market place,
education must play a cracial and critical role. Yet there are some
who seem intent on making students and those who seek education
in institutions of higher learning foot soliders in the battle of the
budget. Although education -xpense represents only 2 percent of
the Federal budget, it has been asked to take 20 percent of the
overall budget cuts.

Now. I think that is really a disastrous situation for the country.
If we are going to become competitive again in the world economy,
if we are going to continue to be a great power, then I think we
have a vested interest in educating our young people.

Under the administration’s budget proposals, funding for pro-
gra.as such as the College Work-Study Program would be tot:lly
elimirated, completely wiped out. This would el'minate jobs for
about 787,000 financially needy students all across this ccuntry.
Also under the adminisiration’s proposal, funding for Supplemen-
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ta) Educational Opportunity Grants would be completely eliminat-
ed, and this would eliminate 720,000 financially needy students
from this program.

Under another administration proposal, funding for the State
Student Incentive Grant Program would be completely eliminated,
eliminating 276,000 students who presently participate in this pro-
gram. Under the administration’s budget proposals, reduced fund-
ing and structural changes in the Pell Grant Program, which is the
backbone of all the student aid programs in this country, would
affect at least 222,000 ~tudents nationwide. Almost a quarter of a
million students would be adversely affected by changes in this pro-
gram alcne.

And next probably in importance is the Guaranteed Student
Loan Program. This program is particularly helpful to middle class
students and middle class families. Without the Guaranteed Stu-
dent Loans, many students in middle class families simply could
not go to college. Changes and restructuring of the Guaranteed
Student Loan Program would result in over 200,000 fewer students
being able to participate in that program next yeor.

BUDGF{ PROPOSALS WOULD MAKE EDUCATION MORE FXPENSIVE

In sum, what we are seeing are budget proposals dealing with
education whose major effect and impact would be to make college
education much more expensive. And in many cases it’s going to
mean the difference between a student attending collegc or not at-
tenaing college.

We have some charts which I think illustrate precisely what I'm
talking about. The first chart ! shows expenses for a family >f four
wit" college-age children. Now this upper middle class family has
an income of 536,302. With one child in college after all of the ne-
cessities of life are paid for, taxes, housing, shelte~, food, et cetera,
and education for the one child in college, what they have left over
is less than 2 percent of their overall income which amounts {o
$726 left for savings and for emergencies. Clearly, most families in
this country and certainly most families in the State of Tennessee
fall far below an income of $36,000. So you can see that even a
family with an income of $36,000, if they seek to put a second child
in college, simply could not afford to do so without student aid pro-
grams.

The second chart 2 illustrates what we are talking about by way
of budget cuts. In the 1987 appropriation for the Department of
Education, $2.2 billion were spent on programs that could be char-
acterized as enhancing the competitive position of the United
States. For example, these programs include student aid programs,
vocational education and grants for mathem:tics and science, all
designed to encourage youngsters to get into the critical mathemat-
ic and science programs.

Under the cuts that are being proposed, we see the $9.2 billion
devoted to economic competitiveness reduced to $4.5 billion. This
includes a $3.7 billion cut in student aid, almost a $1 billion cut in

1Seep 3
2 See p. 4.

ERIC 72

IToxt Provided by ERI



51

vocational education and a $100 million cut in math and science
grants, for total cuts of $4.7 billion, or a 51-percent reduction in 1
year in dollars that go for education to make our students more
competitive. And these dollars ar: not corrected for inflation.
These are nominal dollars. It’s ironic that we are propoging to
reduce incentives for math and science grants at a time when the
Unite¢ .ates, a country twice the size of the country of Japan, is
presentty graduating fewer engineers.

MISGUIDED POLICY DECISIONS

So this gives one, I think, some idea of what we are up against.
Now I thirk the underlying assumptions governing these policy de-
cisions are misguided. For example, the Sec-ctary of Education,
M-. William Bennett, appeared before the Se:.ate Budget Commit-
tee just the other week and indicated tnat education onl: benefits
the individual, so why shouldn’t that individual have to pay for his
or her education.

Well, frankly, I reject that assumption because I think education
benefits not only the individual, it benefits our society and our
economy. If we are going to have a competitive economy, if our in-
dustries are going to be competitive, we have got to have educated
people to run them. If we are going tn have a stable democracy,
then we are going to have to have educated people t¢ make the
proper policy choices for this country. So the point i~ that educa-
tion dollars benefit society at large and not just the individual stu-
dents.

INCOME CONTINGENT LOAN CONCEPT

The administration is also proposing the expansion of a program
called the Income Contingent Loan concept. Now this sounds good
initially, but when looked at carefully it loses its initial luster. Ac-
cording to the National Association of Studeny Financial Aid Ad-
ministrators, under the program that the administration is advo-
cating, if a student graduated from college and earned $12,000 in
their first job, if they had borrowed $15,000 over the period of their
4 years in college, if they started at a salary level of $12,000—and
that occurs with many in the teaching profession, for example ikic
student would end up paying back $100,000 over the period of 25
years. In the 24th year, the monthly payment would be $.18. So
clearly this is not a viable alternative for those who would be in
lower income occupations.

What about a student that has a salary oi’ $22,000? Well, they
could repay the loan in 11 years, and the total repayment would be
slightly over $44,000. So you see how regressive this approach is.
The student getting a lower pay would be paying longer and paying
morz money, while the student who had a higher income would be
paying less money over a shorter period of time. Sc it’s a regressive
way, I think, of trying to finance college educations, and I know of
few students who would be willing to sign up for what v uald be
comf wrable to a home ™ortgage in order to get a college education.
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VOCATIONAL EDUCATION WOULD TAKE BIG CUT

Well, firally, what happens to vocational education under these
propesals? Well, everybody in our society cannot go to college and
some should not go to coliege. We have a need in this country for
carpenters, for plumbers, for bricklayers. Those are honorable and
needed professions. And many of these skills are learned in voca-
tional education schools. Well, we find that under the proposed
cuts for vocational education that we would lose approximately 25
percent of our students in the rural counties of Tennessee who
attend postsecondary vocational schools. One-quarter of the stu-
dents in rural counties in Tennessee would be ineligible for student
aid for .;ostsecondary vocational education under the proposals that
are being advanced by the administration.

Well, those are the preliminary statements that I wish to make,
and I think we can get underway now. Our first panel consists of
Mr. Ron Gambill, who is the executive director of the Tennessee
Student Assistance Corporation. Mr. Gambill has served in that po-
sition since 1985. He received a bachelor’s degree from David Lips-
comb College, and a master’s degree from Middle Tennessee State
University and both in biology. From 1973 to 1985 he was head of
the financial aid department at Nashville State Tech Institute.
Joining Mr. Gambill is a distinguished educator in this State, Dr.
Arliss Roaden, who is the executive director of the Tennessee
Higher Education Commission and who for years served in an ex-
emplary fashion as the president of Tennessee Tech University.

Dr. Roaden is a native of Corbin, Kentucky, a graduate of Cum-
berland College, Carson-Newman College and the University of
Tennessee. In his capacity as executive director, Dr. Roaden serves
in an ex officio capacity on the State Board of Iiegents of the State
university and the community college system. Gentlemen, would
you come forward anc take your seats here, and let us hear from
you today.

Dr. Roaden, I want to welcome you and Mr. Gambill today. I
want to welcome you here today and say that we look forward to
your testimony. We are collecting testimon: kere today that will be
presented to the Budget Committee when we begin deliberating on
these budget proposals, and your statements will be examined by
the staff of tbe Budget Committee and by at least some of the Sen-
ators.

So why don’t we go first with you, Dr. Roaden, if that’s all right
and then with Mr. Gambill.

STATEMENT OF DR. ARLISS ROADEN, EXECUTIVE DIRECTOR,
TENNESSEE HiGHER EDUCATION COMMISSION

Dr. RoaDeN. Senator Sasser, may I say that we are thrilled to
have a distinguished senior Senator from Tennessee back hor e
and especially to have you here in Nashville. I appreciate the oj.-
portunity of commenting on the proposed rescissions and reduc-
tions and in some cases elimination of programs and activities that
were coutained in the administration’s proposed 1988 budget.

May I say that higher education in this country is a big enter-
prise, well, o cr $100 billion. Something on the order of 3 percent
of our gross national product. ~#nd we enroll over 12 million stu-
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derns in higher education across the country and millions more are
served through our public service and continuing education pro-
grams. And we are unique in this country, I think unique in the
industrialized world, in that we believe that higher education op-
portunities ought to be available to every person wbh has the intel-
lectual aptitude and the interest in pursuing h.,ner education
within our colleges or universities or in our post-secondary voca-
tional schools. Other countries don’t Lold that value, but we do,
and I hope that we can retain it over the years.

HIGHER EDUCATION BENEFIT TO ALL OF SOCIETY

You mentioned in your opening remarks that there seems to be
an assumption that higher education is for the benefit only of the
individual who goes to college or university. Of course, it's a very
important benefit to that person, and that person certainly shares
in the cost of higher educstion. But the bigger } :nefit, the more
important and the longer range benefit, comes to all of society
which will help us to be a more competitive, more productive and 1
think more exciting society.

In Tennessee we have recognized the importance of higher educa-
tion by establishing a network of uni. arsities, community colleges,
technical institutes and area vocational schools. There are 28 of
those. And these institutions constitut: a network across the State
that provide an access and opportunities for access tc every com-
munity in Tennessee. And we have made in the State major invest-
ments in our higher education entecprise. ‘fhese institutions oper-
ate, of course, through the support of the State and also by student
fees, by grants and contracts and gifis and by assistance frem the
Federal Government which for the most part has been in the area
of student support.

In recent weeks when we have read about and heard about pro-
posals by the administration to make major reductions for all of
higher education, which would be a cut of about $5.5 billion from
the budget under which we are currently operating, we have bcen
very concerred. We apprec’ .e your concern because these cuts
would deny thousands of young men ard women the American
dream of going to college. And the courtry would suffer a decline
in our economic competitiveness by our failing to develop our
greatest resource, our human capital.

Well, as you noted, funding for Federal student aid programs
would be cut almost half. The President’s budget cuts student as-
sistance making college virtually impossible for scme 3 million
young Americans who want to pursue their education. And may I
say, speaking as a person in the State responsible for policv
making and coordination of higher education, there is no way that
the States could come close to replacing these funds were they to
be removed from the Federal budget. The total national expendi-
tures for student assistance, about three-fourths of the total comes
from the Fedzral Government.

PROGRAMS FOR DISADVANTAGED WOULD BE CUr IN HALF

Also the 1988 proposed budget would virtually eliminate pro-
grams that we call the Trio programs for disadvantaged such as
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upward bound, talent search, student support services, educational
opportunity centers, these for disadvantaged students which pro-
vide—have in the past provided encouragement and support. These
programs are scheduled to be cut by more than 53 percent. These
cuts will have a devastating impact on students who are the first
generation of their families to consider post-secondary education,
and those who are members of minority groups.

We still have in Tennessee, and it’s very exciting to observe in
our colleges and universities, students who are the first from their
families to attend a college or a nniversity. And we would be short-
sighted if we failed to remove every obstacle which would insure
that these citizens are well educated and productive. And I would
note relative to the minorities in our society that demogrzphic pro-
jections are such that the year 2000 they will constitute one-third
of our , >pulation. Certainly to our advantage to be sure that
they’re provided opportunities to be produc ive citizens.

ECONOMIC COMPETITIVENESS

We noted recently that the U.S. Chamber of Commerce pro-
nounced tkat i. America’s standard of living is to be preserved,
then we must focus our attention on the need to become mure com-
petitive. Much is said about competitiveness. President Reagan in
his state of the Union address a couple of weeks ago emphasized
the role of education in promoting economic competitiveness.
There’s » great gap between those words and the realities of the
proposed Federal budget for higher education.

The fundamental element in competitiveness is education by
training and retraining the American work force so that our citi-
zens have intellectual tools for competing in a highly technical so-
ciety. And historically the higher educa‘ion community has encour-
aged national policies that recognize and =nhance higher educa-
tion’s contributions to society. And colleges and universities have
wurned to the Federal Government for this kind of support.

COMPETENCY TESTS NEED GREATER ATTENTION

The Secretary of Education, William J. Bennett, recently com-
mented that what is needed is not more Feceral dollars, but what
is needed is greawer attention to competency tests for teachers and
greater accountability measures for schools and colleges. I would
like to note for the record that many of us already are working
hard with the question of accountability and questions of ccmpe-
tency. Just this week, tomorrow and Friday we are hosting here in
Nashville two national conferences o' distinguished educators and
others from around the country addressing the question of account-
& 'lity and assessmenc and ways to improve the accreditation proc-
esses in higher education.

Also was very pleased to note in the January 18, Sunday edition
of the New York Times an article about what colleges and universi-
ties are doing in the areas of competiiuiveness and accountability.
Let me just quote one line out of there. It says: since 1980 the Ten-
nessee Higher Education Commission has evaluated all State-sup-
ported institutions on factors such as obtaining employment of stu-
dents, their perform:nce on academic tests, the school’s plans for
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improving instruction, as well as subjective ;adgments of students,
alumni, employers about how well their education served them
when they were in school. And under a point system the State of
Tennessee has already appropriated more than $50 million in this
program that we call performauce funding, taking into account the
college and universities that are doing a commendable job.

So the words of the Secretary that we need to concentrate in the
area of accountability I think are a little late relative to what is
going on and certainly : iss the point about what is needed to pro-
vide opporturities for our young folk to get a college education.

Well, Senator Sasser, I will thank you for providing us in Ten-
nessee with the opportunity for personally expressing our gratitude
to you for your very firm support of educational opportunities of all
our citizens and giving us the opportunity to express our own con-
cerns about the rescissions, the reductions and eliminations that
are proposed in the national budget.

These are programs that a:e viable to our economy and ars vital
for international competitiveness and international relations. And
you would expect me as an educator I’'m sure to say those kinds of
things, but you're familiar, as are other members of the Congress,
with a recent public opinion study that was sponsored by the zoun-
sel for the Advancement and Support of Education for this country
which reported that more than half, 54 percent to be exact, of ail
adult Americans believe that Federal aid for low and middle
income students is important. So m~ words are not just those rep-
resenting the higher education community, but I believe are the
words which you would find fron' people on the street and people
in the supermarkets and people in factories. Thank you.

Senator SasseR. Well, thank you very much, and I would like to
ask you a couple of questions ‘in just a moment, Doctor Roaden.
We'll turn to Mr. Gambill first. Ron.

STATEMENT OF RON GAMBILL, EXECUTIVE DIRECTOR,
TENNESSEE STUDENT ASSISTANCE CORF.

Mr. GamsiLL. Thank you, Senator Sasser, for the opportunity to
comment on the implications of these proposed budget cuts for
fiscal year 1985 as it relates to student financial assistance in Ten-
nessee,

As executive director of the Tennessee Student Assistance Corpo-
ration, I have a great concern about a number of the budget pro-
posals which have far reaching effects on the opportunities for
post-secondary education for needy, low and middle income stu-
dents in Tennessee. Many current and future students will be dis-
couraged from post-secondary educatior, if not eliminated all to-
gether, due to the nature of the programs being cut and their re-
placement by the Income Contingent Loan Program.

ELIMINATION OF CAMPUS BASE PROGRAMS

First let me address the proposed elimination of the campus base
programs, College Work-Study, Supplemental Educational Opportu-
nity Grant, Perkins Loan, National Direct Student Loan and as
they currently exist. This academic year an estimated 12,500 Ten-
nessee students will receive through earnings in the College Work-
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study Program over $9 million. Students have the opportunity to
secure work experience in their fields of study while they help pay
for their educational expenses.

As a director of financial aid for 12 years, I observed the students
on the College Work-Study Program consistently had the highest—
second highest grade point averages each year of all students on
programs administered by the student financial aid department. It
does not make sense to eliminate this program of self-help that has
so many positive benefits.

Elimination of the funding for the Supplemental Educational Op-
portunity Grant will affect over 8,000 Tennessee students who have
proven financial need for the grant funds.

Senator Sasser. You say 8,000?

Mr GamsiLL. Eight thousand. Those students would lose approxi-
mately $5 million in needed assistance. The Supplemental Educa-
tional Opport' nity Grant Program helps to maintain a proper bal-
ance of grant .ssistant in a student’s financial aid award package.
SEOG helps keep needy students from being saddled with excessive
loan debts.

For the current 1986-1987 academic year over 10,000 students
will receive need-based loans through the Perkins National Direct
Student Loan Program to help pay for their educational expenses.
The proposed change of the Perkins Loan Program to be part of
thc Income Contingent Loan Program will have a detrimental
effect on students.

The Perkins Loan Program was established in 1958 and has been
an effective program for providing low interest loans to needy stu-
dents. The dramatic change of interest benefits, greatly increased
intere rates from the current £ percent and the astounding pay
back & »unts in the Income Contingent Loan Program will nega-
tively es cct, if not totally eliminate, the needy students this pro-
gram currently serves.

STATF STUDENT INCENTIVE GRANT PROGRAM

Second proposal I would like to address is the elimination of the
funding for the State Student Incentive Grant Program. Tenmuessee
students will receive $1.1 million in Federal funds through this pro-
gram this current academic year. With the matching provided by
the State legislature, the program this year will serve over 19,000
Tennesseans attending post-secondary education. Elizible students
must qualify cn the same basis of high need as the Federal Pell
Grant Program. This program also helps maintaiu that proper bal-
ance of gift and self-help assistance.

GUARANTEE STUDENT LOAN PROGRAM

Third area of budget proposal concerns is relative to the Guaran-
teed Student Loan Program. The Tennessee Student Assistance
Corporation guaiante2d over $85 million in the past academic year
for over 3,000 student parent borrowers. This program covers a
broad spectrum of post-secondary students, from those attending 6-
month vocational programs to those attending graduate and profes-
sional schools.
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Since the Higher Education Amendments of 1986, all students
must demonstrate financial need for the loan to qualify for the in-
terest subsidy. Students must pay a 5-pevcent origination fee to
offset part of tk. Federal Government’s special allowance pay-
ments to the lenders. The loan capital is supplied by banks and
other lenders for students and parents to help meet educational ex-
penses. The budget proposals for this program would discourage
and eliminate lenders from the program. The current special allow-
ance payments of 3.25 percent would be dropped to 2.75 percent.
Lenders would only be eligible to receive insurance on 90 percent
of the principal and interest instead of the current 100 percen..
Lenders would elect to place their capital elsewhere or limit access
by putting credit checks on borrowers and only serve those with
strong banking history. Low income students would greatly suffer
from a lack of lender access.

The cost to the student borrower would also greatly increase. No
interest subsidy would be paid on the loans. The borrower would
either have to pay the interest while in school and have the cost—
or have the cost added to the loan to cover the interest. The 5-per-
cent loan origination fee would be eliminated. A 9-percent guaran-
teed fee would be charged instead. Beginning with the third year of
repayment, the borrower’s interest rate would be set by the lender
up to the annual average 91-day Treasury bill plus 2.75 percent,
whether that be fixed or variable. All of these changes would sub-
stantially increase the overall cost of each year’s loan to the stu-
dents and greatly increa<e their pay back amounts.

The current need a.. lysis requircments are already so stri.
through the re-authorizatior amendments that a selfsupporting
student with a child and making an income of $12,000 a year
cannot qualify for a Guaranteed Student Loan to go to State col-
lege. The current restrictions are tight enough without adding
those proposed in the budget document. How do students better
themselves if they cannot even have the opportunity for reasonable
borrowing to get an education.

INCOME CONTINGENT LOAN PROGRAM

The proposed alternative in the student document is the Income
Contingent Loan Program. It would take the place of College Work-
Study, Supplemental Educational Opportunity Grant, the Perkins
Direct Loan, the State Student Incentive Grant, Federal Contr:bu-
tion and reasonable credit qualities of the Guaranteed Student
Loan Program. Although the philosophy of the program sounds
good, the reality of the cost to the students w.ll promote a terrible
level of indebtedness that may see the borrower still trying to pay
off their educational loans when their children 2re ready for
higher education.

Three major weaknesses that immediately surface are, one, the
paying of interest on interest to the point that it’s literally years
before any amount is paid on the principal balance of the loan.
Two, the program is totally sensitive to Treasury bill rates which
have had much fluctuation over the past several years. And, three,
the unreasonable pay back amo'nts based on loan balance and
income.
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T... following example shows the difference in debt level and re-
pe -~ ent amounts between the Income Contingent Loan Program
« . a combination of the Perkins Loan and the Guaranteed Stu-
o 1t Loan as the programs currently exist.

Making an assumption of a $15,000 educational loan, a Treasury
bill rate of 5.5 percent and a beginning income of $18,800, which
incidentally is actually higher than the base pay for teachers in
Tennessee, the borrower would enter repayment owing $15,000 for
the combination of the Perkins and the Guaranteed Student Loan.
While under the Income Contingent Loan, the beginning balance
would be $21,353. Assuming the student will have a 7 percent in-
crease in income each year, the monthly pay back of the Perkins
GSL would be $126.26 for 10 years. Under the Income Centing:nt
Loan th- payments would be $56.48 the first year, $68.35 the
- second year and then $269.05 the third year of rep: yment. By the
ninth year the payment has increased to $403.77 -er month. The
last year which would be the 11th year the student will be paying
$462.22 per month.

The total payments for the Perkins loar would be $20,191. The
total payments for the Income Contingent Loan would be $35,651.
Over $15,” Y0 more would have been paid by the student, and many
of those payments would look like payments on a home mortgage.
This example was based on a Treasury bill of 5.5 per.ent. But
when a T-bill rate goes higher, the student’s payments increase in
the number of years of repaying and the monthly amount esca-
lates.

In the saine example a 7 percent T-bill rate would require pay-
ments for 12 years with the 12th year monthly payment reaching
$494.64. The student would pay a total of $41,255 for the $15,000
educational loan.

Does this seem like a reasonable alternative to the Perkins loan
or the Guaranteed Student Loan Programs as they now exist. Will
students truly have access to higher education if the Income Con-
tingent Loan is the only choice. After the second year of repayment
in the Income Contingent Loan Program, the dramatic increase in
monthly payments will probably cause many default problems or
force bankruptcies which cost a lot more in the fu. ..e to the Gov-
ernment than providing som~ subsidies on the front as Perkins
Loan and Guaranteed Student Loans do now.

GOAL OF STUDENT FINANCIAL AID PROGRAM

The goal of student financial aid programs is to provide access to
higher education for low and middle income students. The benefit
is not the students’ alone, but an educated citizenry is our best de-
fensive program, our best economic program &nd promotes a
healthy country. Our investment is returned as our educated pepu-
lation stimulates growth in our econom: through technological ad-
vances keeping us competitive un the world market.

Students need the balance of loans, works and grants as avail-
able mears of financing the cost of education. Middle income stu-
dents have alread; been seriously hurt by the need analysis re-
quiremer s on the Guaranteed Student Loans. They need an oppor-
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tunity for reasonable credit through the Guaranteed Student Loan
Program.

In Tennessee 96 percent of our students are paying back their
Guaranteed Student Loans. It does not make sense to burden stu-
dents with heavy educational debts and destroy the program bal-
ance that we currently have. Thank you.

LOAN DEFAULT RATE UNDER 4 PERCENT

Senator SasserR. Thank you, Mr. Gambill. Your testimony has
been so exhaustive and conclusive that I think you have answered
about every question that I had in mind tc ask you.

Your prepared s.atement will appear in full in the printed
record.
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PREPARED STATEMENT OF RON GAMBILL, EXECUTIVE DIRECTOR,
TENNESSEE STUDENT ASSISTANCE CORPORATION

Thank you for the opportunity to comment on the Implications of the
proposed Budget of the Unlited States Government for Flscal Year 1988
as It relates to student financlal assistance In Tennessce.

As Executive Director of the Tennesses Student Assistance Corporation,
| have a great concsrn about a number of ths budget proposals which
h.ve far-reaching effects on opportunities for postsecondary education

for needy, low and middie Income students.

The Tennessee Student Asslistance Corporation Is a comprehensive state
agency that guarantees loans, administers the State Student Incentive
Grant Program, and State Scholarship and Loan Programs, to assist and

encourage access and cholce for postsecondary education In Tennessee.

Many current and future students will be discouraged from
postsecondary education, If not eliminated, due to the nature of the
programs belng cut and their replacement by the Income Contingent Loan
Program. First, let me address the proposed e!imination of the
campus-based programs. Collegs ‘York-Study, Supplemental Educatlonal
Opportunity Grants, and the Perkins/Natlonal Direct Student Loans as

they currently exist.

This academic year an estimated 12,500 Tenrassee students will work

and earn over $9 mlllion through the Coilege Work~-Study Program. The
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money trom the program Is a combination of federai and Institutlonal
dollars. Students have ¢ & opportunity to secure work experlience In
thelr fleids of -tudy while they heip pay for thelr educatlonal costs.
As a directcr of flnanclal ald at Nashville State Technical Instltute
for almost 12 years, | observed that students on the Col jene
Work-Study Program consistentiy had the second highest grade pe.nt
averages each year of all students on the programs administered by the
student financlal ald department. Only students on academlc based
scholarships .chleved higher cumulative averages. It does not make
sense o / ilminate this program of self-help that ha so many

beneflts.

Elimination of the funding for the Sunplemental Educatlonai

Cppor tus.ty Grant will affect over 8,000 Tannessee st.u. ‘ts who have
proven financial nved for the grant funds. Those studeats would lose
approximately $5 =*'‘lon In nuyeded a- ;tance. The 3Supplemental
Educatlo. 2l Opportunity Grant (SEOG Progra» he'ps t malntain a
proper balance of grant assistance 'n a studeni’s financla ald zward
package. SEOG helps keep needy students from being saddied witn

excesslve i10an debts.

For the current 1986-87 academic year, over 10,000 Tennessee students
will recesve aeced-based loans through the Pe kins/National Direct
Student Loan (NDSL) Program to sIp pay for thelr educatlicnal
expenses. The pyouposed change of the PerkIns Loan Program to be part
of the Income Contingent Loan Program will, have a detrimental effect

cn students. The PerkIns/NDSL Program was established In 1958 and has
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been an effectlvo program for providing low-Interest loans to needy
swudents. The dramatlic change of Interes ™“aneflts, greatly Increased
Interest rates from the current 5%, and the astounding payback amounts
In the Income Contlingent Loan Program wlll negatlvely affect, If not

totally eliminata, the needy students thls program currently serves.

The second proposal | would |lke to address Is the ellimination of the
funding for the State Student Incentlve Grant F.ogram. Tennessee
students wll |l recelve $1.176 mlillon In federal funds through thls
program in the current academic ycar. WIlth the matchlng funds
proviuad by the Tennessee Leglslature, the program will asslst over
19,000 Tennesseans In attending postsecondary oducation. Efiglble
students must qualify on the basls of hlgh necd as In the fedeial Pell
Grant Program. Thls progr ™ also helps to malntaln a proper balance

of glft and self-help assistance.

The third area of budget proposal concerns Is rel. ‘ve to the
Guaranteed Student Loan Program. The Tennessee Student Asslistance
Corporatle.. , .aranteed over $85 mllilon In the past academic year for
over 35,000 student anu parent borrowers. Thls program covers a broad
spectrum of postsecondarv ~tudents, from those atieading slx-month
vocat lonal educatlon cources to trose attending graduate and
professlonal schoois. Since the Hlgher Edicatlon Amendments of 1986,
all students must demonstrate financlal need for tr loan to quallfy
for the Interest subsldy. Students must pay a 5X ovlglnation fee to

offsat part of the federil government's speclal allowance payments to
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tendars. The loan capital iIs supplied by banks an® other lenders for

students and parents to help mest educational expens~=.

The budget proposails for the Gua, antesd Student Loan Program would
discourage and eliminate lenders from the program. The current
special allowance payments of 3.25% would be di .ped to 2.75% and that
would be payable only through the first two years of -spayment.
Lenders would only be eligible to receive insurance on 90X of the
nrincipal and Interes’ iInstead of the current 100%. With the
additional budget proposais, lenders would elect to place their
capital eisewhere or IImit access by putting credit checks on
borrowers and only serve those with a strong banking history.

lLow-1ncome students would greatly suffer from a lack of lender access.

The costs to the student borrower would also greatly Increase. No
interest subsidy wouid be pald on the loans; the borrows. would elthe:
have to pay the iInterest whiio In school or have *he costs added to
the loan to cover the Interest. The 5X loan origination fee would be
eliminated. A 9X guarantee fee would be charged instead. Beglinning
with the third year of repaymeat, the borrower’s Interest rate would
be set by the lender up to the annual average 91-day Yreasury bil!
plus 2 75X, either fixed or varlable. All of thess changes would
substantially Increase the overall cosi 2f sach year’s loan to

students and greatly increase thelr payback amount.

Tho ~urrent need iequirements are already so strict through the

Reauthorization amendments that a self-supporting studeat with a chi!d
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and making an Income of $12,000 per year cannct qualify for a
guaranteed student loan to attend a state college. The currer
restrictions are tight enough without adding thuse pronosed in the
bu.get document. How do students better themselves If they cannot
even have the opportunlity for reasonable borrowing to get an

education?

The proposed alternative In the budget document Is the Income
Contingent Loan Program. 1§t would take the place of College
work-Study, the Supplementai Educatlonal Opportunity Grant, the
Ferkins Direct Loan, the State Student Incentlve Grant federal
contrIbution, and the reasonabie credit quzllties of the Guaranteed
Student Loan Program. Although the philosophy of the ,~ogram sounds
~d, the reality or the costs to students wll') promote a terrible
level of Inuebtedness that may see the borrowers still trying to pay
off thelr educational loans when thelr chllaren are ready for higher
education. Three major weaknesses that Immedlately surface are:
(1) the paying of Intarest on Interest to {iie polnt that It is
Ilterally years before any amount Is pald on the principa: balance of
the loan; (2) the program s totally sensitive to Treasury blll rates
which have had much fluctuation over the past several years;
(3) unreasonable payback am- ts based 0a loan balance and Income.
The followling exampie shows the difference in the debt level and
repayment amounts between the Incume Contingent lLc~ ) a comblnatior
of the Perklins Loan and Guaranteed Student Loan a. the programs
currontly exist.

Making an assumption of a $15,000 educational locan,

a Treasury blll rate of 5 30X and a beglinning Income of $18,800, the
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borrower would enter repayment owing $15,000 fo:r a combination of
>erkins Loan ($9,000) ard Guarantesd Student Loan ($6,000), while
under the Income Contingent Loan, the beginning balance wouid be
$21,353. Assume the student wilil have a 7% Increase In Income each
year. The monthiy payment for the Perkins/GSL would be $158.26 for .
years. Under the Income Contingert Loan, the payments wculd be $56.48
the first year, $6£,35 the second year, and $269.05 the third year of
repayment. By the ninth year, the payment has Increased to $403.77
per monti. The last year, which would be the eleventh year, the
student Is payling £462.20 per month. The total payments for tne
Perkins/GSL would be $20,791 but for the Income Contingent Loan, It
wouid climb to $35,651. Over $15,000 more would have been pald by the
il student and many of those payments would look 1ike payments on a home
mortgage. This example was based on a Treasury blll rate of 5.5%, but
when T-bill rates go higher, the student’s payments !ncrease In the
number ¢f ye'-s for rcpaying and the monthly amount escalates. In the
same example, a 7% T-blll rate would require payments for 12 years,
with the twelfth-year monthly payment reachl! j $494.64. The student
would pay a total of $41,255 for he $15,000 educatlonal loan. For
the last 12 yeirs, T-bills have averaged around ¢X. !f the example Is

changed to a T-bill rate of 9X and the borrower ‘s starting Incoine Is

loweed to $12,000, It will take the borrower 24 years to pay off the
Income Ccntingent Loan with payments of $711 In the twenty-fourth

year. The total payments wou!d be $99,993.

' Does this seem llke a reasonable a!ternatlive to the Per“ins Loan or

Guaranteed Student Loan as they now exist? Wiil students truly have
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access to higher education If ICL Is the only cholice? After the
secor d year of repayment In the Income Contingent Loan Program, the
dramatic increase In monthly payments will probably cause m? iy default
problems or force bankruptcles, which cost a lot more In the future to
the government than providing some subsidies on the front as Perkins

Loans and Guaranteed Student Loans do now.

The goa! of student financlai ald programs Is to provi:de access to

higher educatlion for low and middle Income studepsts. The beneflit is
not the student‘s alone, but an educated citlzenry Is our best
defensive program and our bes: economic program and promotes a healthy
country. Our investment is returned as our educated popuiation
stimuiaces growth in our economy through technologlcal advances,

keepling us competitive on the worid mar<et.

Students need the balance of 1o« s, work and grants as avallable means
of financing the cost of educatlion. Middle-income stucents have
already been seriously hurt by the need anal, :ls requirement on
guarantead student toans. They need an opportunity for reasonable
credit through the Guaranteed Studant Loan Program. in Tennessee, 96%
0f our <tudents are paying back their guarantesd student loans. It
does not make sense to burden students with heavy educational debts

and destroy the program balance we have currently.
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Senator Sasser. WhAt is the defauit rate now on student loans in
Tennessee?

Mr. GaMsiLL. In Teanessee it’s actually a little under 4 percent.

Senator Sasser And that’s one of the lowest default rates in the
country if I'm not mistaken.

Mr. GamsiLL. That’s correct.

EFFECT OF INCOME CONTINGENT LOAN PROGRAM ON DEFAULT RATE

Senator Sasser. What in yn1r jndgmeant would this Income Con-
tingent Loar Program do to the default rate? Would it be higher or
lower than it is presently?

Mr. GamsiLL. I think in Tenaessee the default rate would prob-
ably enter double digits very rapidly. By the third year of the loan
w#hen the amount the student is paying back jumps to such a high
figure over what they do the first 2 years, they will be forced into
the situation of either bankrupting or just defaulting on the loan.

Senator Sasser. So I take it from your testimony that you frank-
ly don;t see the Income Contingent Loan Program as a viable alter-
native?

Mr. GamsiLL. No, sir, not at all. I think that it would cost stu-
dents such detrimental harm that they would be afraid of taking a
loan of this nature on, especial.y those from low income ba-k-
grounds. And that thcy would chose not tc go to college at all, and
that defeats the entire purpose of what we are trying to do in edu-
cation.

Senator Sassgr. Well, I would almost characterize the Income
Contingent Loan Program like a Trojc n .1ore=. I say this because it
would appear as though we still have a loan program for students
who wish to avail themselves of it. But the realities of it would be
that the loan program would be so punitive in nature with regard
to pay backs that no reasonable ¢.adent would wish to avail him-
self or herself of that particular loan program because you would
be seeing, as you say, payments of over $300 in t}.. thi~d year of
the income contingent program and would be very much like
paying back the mortgs 2 on a sabstantial house that could go on
for as long as 25 years.

CONTINGENT LOAN FAY BACK STIFLES FUITURE

Now another item comes to mind here /ould you comment on
this Income Contingent Loan Program? [t appears to me that
you're depriving a future generation of the funds that they might
need to go to college wi " this Income Contingent Loan Programn as
ycu have described it.

Mr. GamsiLL. Well, 1 think yor're exactly right. In fact, if you
look at the example thiat you gave us earlier of 24 years before the
student at the $12,000 income level could pay this loan off at a 9
percent T-bill rate, those amounts just keep rising. The student
would have great difficulty not onlv . sending their children to
college—I don’t know how they’re going to actually participate in
our economy because they’re not going to be able to look a* buying
a |l .ouse or do other things for their family because they’ve already
got a mortgage that they're paying, only it's an educational mort-
gage instead of a home n.ortgage.
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They would be definitely afraid to take on add.iional loans for
their children to try to go to ccllege if this is the only alternative
that they have. I just don’t see how they could possibly do it.

LOWER INCOME STUDENTS ABORT EDUCATION

Senator Sasser. Well, Dr. Roaden, I will direct this question to
both you and Mr. Gambill. You have both I'm sure seen individuals
who have been precluded from getting a college education because
an inability to finance it. You indicated, Dr. Roaden, that many of
those students who avail themselves of the student 2id programs
are first generation collegc students.

Just for the record give us your cundid view, both of you, of how
the budget proposals that are being advanced by the Administra-
tion would affect the problem of trying to give low income and
lower middle income students the opportunity to gc to college?
How is it going to affect them? I think you know the answer, but I
would like to hea- what you’ve got to say.

Dr. RoaDeN. ] don’t want to Se dramatic about it, Senator, but
when you—when 3jou cut back sharply on grants such as Pell
Grants that have really been a great boom for low income students
and you cut out College Work-Study for students who have been
able to work part time while they’re going to school, and people in
Tennessee knov wvhat that’s like—the work ethic has bcen promi-
nent with our people—and you cut out most of the other forms of
support that we have now and replace them with the Income Con-
tingency Loar, which Mr. Gambill has pointed out that, you know,
it’s—it just isn’t going to work. These stvdents just aren’t going to
go to school. They can't afford to.

BUDGET NEFDS STRATEGY TO DEAL WITH EDUCATION

Senator Sasser. Well, I will ask you this, Dr. Roaad 1. Do you see
either a consistency or a long-term strategy for dealing “with the
educational needs of this country in these budget propcsals that
are being advanced?

Dr. RoaDpeN. It's awfully hard for me to detect one, Senator, if
there’s a long-range strategy tnere. Most of the discussions he e
been to the effect that we do have a serious budget problem at the
Federal level, and I realize that. And I'm sure that everybody
vg‘ould like to see the budget balanced, provided it did not affect
‘Sem.

But we are talking about what I believe is the fundamental in-
gredient in our society for people to get ahead, to enjoy the good
things in life, the cnmforiable things in life, to be successful in
their careers. And we are taiking about the fundamcntal ingredi-
ent for moving our society ahead in the technologici' age, to be
competitive with other countries.

I mention competitiveness, and we have been embarrassed to
note receatly that ninth graders in the U.5. don’t perform as well
in mather: atics as they do in other countries. We also have been
embarrassea to note that in many +espects our procuctivity, our
wurk productivity, is less thar it is in many other coantries, and
the product quality has been less. But the.e's some areas where we
are more than competitive. For example, most of the basic research
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is done in this country and not in the other countries, and half of
that's being done in our colleges and universities. And we are cer-
tairly not behind in trying to provide educational opportunities for
all of our students. We believe student. .ught to go to school that
wouldn’t have a prayer in another country, and we need to be
working with that.

So if you talk about all of these things that are long range in
nature and ask does it make any sense to cut back dramatically on
the possibility for students to go to college, I don’t see any long
range in that subject. I'm very concern=d about it.

Senator Sasser. Well, I'm very concerned about it, too, Dr.
Roaden, and I think we have long held in this countr that we
want to give people an opportunity {o better themselves, and one of
the chief means of upward mobility has been education. I fear that
reductions in these programs will accelerate what I view as a sharp
cleavage that is developing between vpper class and poorer class
Americans ans! an evaporation of the middle class.

EDUCATIONAL CUTS AFFECT STUDENTS CREDIT FUTURE

One final question. We have made a iot of progress here in Ten-
nessee over the past 50 years, but we still are one of the poorer
States in per capita inccme. The last time I looked we ranked
about 44th or 45th in per capita income. The question is: Would
these cuts in student aid programs impact adversely or in a dispro-
portionate way on a low ner capita income State like Tennessee?

Mr. GamsiLL. They definitely would from the standpoint of low
income students have the greatest difficulty in being able to have a
credit worthiness deterriined. The Guaranteed Student Loan Pro-
gram that is out there today, the Perkins National Direct Student
Loan tkat is out there today, provides chem the opportunity to es-
tablish some credit worthincss and does it in such a way that it
does not become a debt burden when they graduate. They have an
opportunity for reasonable payments and to be able to control
those payments While thev’re in scliool, they do not have interest
tnat 1 capitalizing on them continually like you would have in the
Income Contingent Loan Program, so - Len they graduate they
have the opportunity ' ~ establish their credit. They make their pay
backs and they’rc. aon. 2 good job in Tennessee wich over 9¢ per-
cent pay back re:ord.

Under the Income Contingent Loan Program the debts would be
so great that it would force thiem, about the third zo the fifth year,
out to go into a state of either bankrupting on all their other debts
or defaulting on the Income Contingent Loan, which would force
then all these students to carry cut for the rest of their live this
bac debt. This stigma placed on them because they could not
manage this tremendous debt burden that was placed on them just
becausc they wanted to have the opportunity for an education.

Senator Sassex. Well, gentlemen, I want to thank you for ap-
pe~ ing here this afterncon. We are grateful for your test wony,
and I must say that u do such a good job, both of vou, that
maybe we ought to ge* >u up tv Washington to appear before the
full Senate Budget Con aittee when we are discussing this whole
matter, because I don’t think the printed word would quite get the
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peints across that you have gotten across to us today. Thank you
very much.

Dr. RoapeEN. Thank you for providing the opportunity, Senator.

Senator Sasser. Next, we are going to hear from some recipients
of the student aid, who will tell us what their views are on this
whole problem. Our first witness will be Mr. Alexander Marshalli, a
senior at Te:.aessee State Unive:sity. He’s majoring in mechanical
engineering. He has fnanced his education through the Pell Grant
Program, as well as .he National Direct Student Loan or Perkins
Loan Program. Also appearing with him will be Miss Jean
Vaughn, who is not only a student at Middle 'ennessee State Uni-
versity, but also is a mother who has twc children in college, and
her children finace! their education through the Pell Grant Pro-
gram. So Mr. M._rshall and Miss Vaughn, if you would come for-
ward. Are they here?

STATEMENT (.’ JEAN VAUGHN, STUDENT AND STUDENT
MOTIER, MIDDLE TENNESSEE STATE UNIVERSITY

Ms. Vaucun. Thark you, Senator. I weuld like to say that I'm
very grateful that I have this opportunity to express iny views.
When Mr. Render, who is our financial aid programmer at MTSU
asked me to speak, I wasn’t sure ¢s to the issues that were going to
be brought up today. Sc I took a little poll in the class that I'm now
attending, and the students there—it’s kind of a mixtare of parents
returning to sch | in order to further their education or to sur-
vive, single parents e myself.

I would like to say that Dr. Roaden and Mr. Gambiil gave sume
very good facts that I wasn’t aware of. Also, Sernator Sasser, I
would like o say that——

Sena‘or Sasser. I might interrupt you, Miss Vaughn, by saying
that’s one reason we’re having this hearing, to ~et these facts cat
that they know and nobody else knov's. It ; imporiant for people to
know them. Excuse me, go ahead.

CRANTS MAKE HIGHER EDUCATION AFFORDABLE

Ms. VaucHN. And I'm glad that you have done your homework
and brcught this to the attentior of the seople of this area of Ten-
nessee. It will be near impossible—I stai.ed at MTSU several years
ago and am paying back a loan that I am—that I took out to
pursue my education, and it would be a has Ichip for me to be able
to take two students whe I feel iike are very worthy of having edu-
cation—a mind is a terrible thing to waste. Several thoughts went
through my mind s+hile you were speaking und thc other two gen-
tlemen, but there would be no way that I could continue my educa-
tion or educate m3 two children and the other two thai [ have if it
was nnt "r the Pell Grant.

The 'wastitution said that we are all supposed to be given the
right of life, liberty and the pursuit of happiness. But with the cuts
that President Reagan is trying to put in effect, it wculd be near
impossible for me and people like me even in the upper '.iddle
income. $36,000 is a large figure. I have no idea of ever making
that kind of money. I'm pursuing fo be a teacher, which I think
$12,005 or $14,000 would probably be the maximuin that I would
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ever hope to make and would like to make a comfortable livirg in
order to support mv children.

The point that you made about education does not only help the
person, it also helps make society a betier place in which to live in
that I have learned a lot. I was telling Miss Greg who is also one of
our financial persons and Mr. Killdore and Miss Supay when we
were criving down here today that we—we kind of leaia so much
from being in that type of environment, and a lot of times I have
thought, you know, if it was not for the Pell Grart or for financial
aid at the university, yca know, where would my children be.
Would they be, you know, on the streets, out, you know, or in
prison or in drugs and that type of thing.

So I would like to commend you highly for bringing this to my
attention and me bringing it to the university’s students, and they
were very vocal in their statements. And one young lady she said
that if I had an opportunity to make a statement would I please
address the issue of the single parents that is trying to educate
their children.

EDUCATION IS NEEDED TO XEEP U.S. COMPETITIVE

So much is learned when you'rc .a the educational realm. You
fearr about other cui.ure, and one of the facts is that other coun-
tries are sending their students here to the United States to be
educated to learn our technology and then sending them back to—
Jdapan is one of those countries, Nigeria.

Senator Sasser. China is another cne to keen your eye on in ‘he
future.

Ms. VaueHN. And they're all sending their st idents to oe edu-
cated plus taking that knowledge back to their countries and make
their countries more comnetitive than we are. So I think that Mr.
Reagan is doing an inju~tice to all of us, regara’ess of race, r-'igion
and economical staius taat I'm sure that he’s not really dealt with
the ramification of the cuts ti:at he's proposing to make.

The only other thing I would like to say is that I would like to
know what as a parent or as a citizen what should I do or some
things that the students &t the uni rersity could do. They're waiting
for me to bring some information back as to, do we need to cam-
paign or do we ..eed to be more vocal at the lccal level or at the
State level.

Senator Sasser. Tell them to write their Congressmen, their Sea-
ators or the President. We'll near frcm you nov-. Mr. Marshall.

STATEMENT OF ALEXANDER MARSHALL, STUDENT, TENNESSEE
STATE UNIVERSITY

Mr. MarssaLL. First I would like to say good afternoon to you,
Senator “1sser, other public officials, friends and colleagues. I
would like to thank you for allowing me the opportunity to appear
before you and offer my views 0. proposed budget cuts in financial
aid to students attending college.

1 have before me a Lrief written statement that I would like to
read, and at the end of which I will be glad to answer any jues-
tions that you may have.
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My name is Alexander Marshall. I'm a senijor at Tennessee State
University where I'm majoring in mechanical engineering. It is
both a pleasure and a privilege to speak with you today to give you
my opinion of the Federal effect—the effect of the financial aid
program is going to have on my life.

FINANCIAL AID CHANGES GENERATION COURSE

I'm a 23-year-old native from Memphis, Tennessee where I'm the
younzest of 12 children, and I am the first genera’.on of my family
to not only attend coilege, bat in May of 1987 I will be the first
generation to ever graduate from college. And I would like to say
that b it not been for financial aid, I wou! { not Fave been able to
pursie my college education.

My college education has defiritely made the difference in my
life. I will be graduating in May with a starting salary that
matches that of my father. Because of my financial aid—because of
my education my financial status will be—my financial status will
be what it took him 40 years to achieve. Needless to say, this
means that I will be paying just as much of my salary, if not more,
in taxes, just as my father doaes.

Although I come from a middle class family, I would not have
had the money to continue my education had it not been for the
assistance I did receive from the Federal financial aid program. As
I look back over the years of Tennessee State, I can recall many of
my classmates who had to dror nut of college because they were
not able to fund-—continue to nd their education, and in this
regard I can truly say that I thank God for financial aid.

GOVERNMENT AID IMPROVES QUALITY OF LIFE

As a resuit of obtaining my education, I will now be better to—be
better equipped to raise my family, to be a productive member of
society and better serve mankind. When I compa'e myself with- -
my status with that of my high school cclleagues, I .cel that the
effect of financial aids ability to imprnve the quality of life becomes
very obvious.

After 5 years of college, I will graduate in May with a job
making oser $31,000 a year. Many of my high school colleagues
who are left behind who are not—wh» did not go to colicge, who
were not eligible to apply for financial aid will be making scme-
where between $7,700 or $3,000 a year from a salary in the dead
end jobs working themselves to death for maybe a qaarter of what
I would be making.

EDUCATION IS MAN'S GREATEST GIFT

In this age of rapid technological development T count myself as
one of the engineers who will hopefully make s., ficant contribu-
tions to the continuc? growth and development of our society. And
I hope not to be counted as a mere statistical welfare recipient. I*
is my strc.ig belief that the greatust gift a man can receive is his
education, and his gratitude is measured by the amount of servicr
he or she puts back into the community.

The philosophy of many educators has taught me that the pur-
pose of educatior is not merely to make men anJd women learn by
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doing but also to miake sure that we become better people in the
process. I dare not think of conditions of this Nation had our fore-
fathers, both black and white, been denied the opportunity to be
educated. Among other things, cclleges teach {neir students that
they have a duty to return to their communities with their knowl-
edge, skills, training, vision an” :ommitment to improve the qual-
ity of life for the next generation,

CUTS IN FINANCIAL AID DEVASTATING TO EDUCATION

In closing, it should be clear that I had—had I not been awarded
financial aid in the fall of 1982, I would not be speaking before you
today on this nice warm day February 11, 1987 with graduation
and the rest of my life just around the corner. Moreover, my state-
ment today is made in protest of the Reagan administration’s pro-
posed cuts in Federal financial aid.

Cutting off Federal financial aid would be tantamount to denying
the future to many American children. This impact would be more
devastating than the bomb that was—that fell on Hiroshima. It
would be like taking away the life blood of the Morril! Act of 1862
and 1890, the purpose of which was to bring democracy to Ameri-
can higher education. Cutting off Federal financial aid would be
like undoing the great principals of the American Revolution, the
purpose of which was tc provide all of us the spportunity te devel-
op our talents to the fullest of their potential.

Cutting back financial aid would be an open deciaration of war
against the poor and less fortunate of our society. In many cases it
would also mean declaring war on some middle class members of
our society, who though they earn a decent income, cannot afford
to completely pay for their children’s education. Furthermore, I'm
reminded of the scripture, “where there is no vision, the people
perish.” And if our leadership does not have the vision to reach out
and encourage our best and brightest while simultaneously reach-
ing out to our lost and rejected, the budget cuts will cost our socie-
ty more in the long run. Need I remind you, penitentiary sc'.olar-
ships cost a little bit more than academic scholarships.

Given the technological advances occurring in our society, to
deny our children access to financial aid for the purpose of obtain-
ing their education, would be l:ke confining them to the lowest
rungs of our social order. Someone would have to answer for these
budget cuts in financial aid if they are to be implemented. Anc I
leave with you this scripture quots: “inasmuch as ye have done
unto the least of these my brethren, ye have done it unto me.” I
thank you.

SINGLE PARENTS AIDED BY PELL GRANT

Senator Sasser. Weil, thank you very much. Miss Vaughn, you
raise a point that I think 1s worthy of being noted again, and that
is the importance of financial aid to single paren. households. You
note that there has been a virtual explosion in the past decade of
single parent households all across this country spanning all sec-
tors of the socioeconomic spectrum in the country. Would i{ have
been possible for you to send your children to coliege had '* not
been for the Pell Grant Programs?




74

Ms. VaugHN. It would not have been possible for me—for them
to attend.

Senator SasserR. And your fellow students, the ones who vere
talking to you in terms of the problems of single family parents,
would they have been able to attend college in your view wece it
not for the financial aid programs?

Ms. VaugeN. No; the several that addressed this issue through
no fault of their own, 1 aybe through death of their spouse or sepa-
ration, divorce or whatever the case may be, there would have been
no way for them to achieve an education without tle Lalp of the
Pell Grant. So they were very vocal in this area.

I would like to add that I think we should not penalize a tew. 1
don’t know what brought about the cuts and that type of thing. If
it was not lack of repayment of grants or whatever or 'oans, but I
don’t think we should waste the minds of young—of our future. I'm
just fortunate my students—my two children were able to receive
just a little bit of money from scholarship because of their high
achiovement. They are all high achievers and were able to get a
little money from scholarships berause of their high GPA’s 3.4 and
4.0 and that type thing, but had they not keen able to do that, had
they had to work first and then go to school, I'm sure their G+A
would have dropped. Of course, mine kind of fluctuates because 1
have had to work and that type of thing, but I have been able to
maintain a real good GPA because I didn’t have to take it on. And
some point I did take on two iobs and go to school full time

WORK WAY THROUGH COLLEGE

Senator Sasser. Well, let me ask a question of you and Mr. Mar-
shall both. We are informal here today and I will relats a little
anecdote to you. A few months ago I had the occasion to be in the
White House with Senator Byrd and a few other individuals and
the President. And while we were sitting there in the cabinet room
talking about other matters, Senator Byrd brought up this subject
He said, Mr. President, I have two daughters and my grandchil-
dren are having a very difficult time goii.g to college, a .d 1 want to
put in a word for some sort of program to help these youngsters.
We need to do more to help youngsters who want to go to college.
To which the President responded, well, we don’t need to do that.
They need to work their way through college. That’s what I did
when 1 went to Eureka College. I got out and worked my way
through college. Weil, th-* was the end of that discussion.

Now if either one of ,ou could go into the Oval Office and have a
conversation with the President about student aid, what would you
say. And realize that your time with the President would be very
brief. What would you say to the President on this whole subject?

Ms. VaugHN. I guess I  ould address it—that’s fine because I did
the same thing, but, of course, I'm sure he haa financial help from
his family when he was in college. So his family—so he piobably
worked part time as m»* daughter is now deing, too, but, of course,
she doesn’t have another source of income because as head of my
l.ousehnld, we just don’t have the money. So you have to find a
v.ay and look at all sides of the spectrum and look at all of the
issues. You cannot—like I said, you cannot judge one situation and

a8



75

make an overall view or statement, something as broad as educat-
ing Americans, and I would probably say some other things to him.

Senator Sasser. What would you say to him, Mr. Marshall?

Mr. MarsHaLL. Well, being the outspoken person that I am, I
would simply say to the President please rescind, cease and desist
your efforts to cut financial aid. For if you cut financial aid, you
will be cutting the throats of America.

Senator Sasser. Well, you n.’sht tell him also that college costs
have increased substantially since he went to Eureka College some
years ago. Thank you very much. We appreciate both of you being
here with us today and helping us. Thank you.

Our next witness is Dr. Otis Floyd, president of Tennessee State
University. Dr. Floyd is a distinguished educator who holds a doc-
torate in administration and supervision from Memphis State Uni-
versity and was previously vice president for administration at
Middle Tennessee State University in Murfreesboro. He has served
as deputy commissioner of education from 1975 through 1979, and
from 1978 through 1979 served as Commissioner of Education. We
are pleased to have you here today, Dr. Floyd, and look forward to
your testimony.

STATEMENT OF DR. OTIS FLOYD, INTERIM PRESIDENT,
TENNESSEE STATE UNIVERSITY

Dr. FLoyp. Thank you, Senator Sasser. My name is Otis L. Floyd,
Jr., and I'm intes _.1 president of Tennessee State University. I ap-
preciate this c ~portunity to talk with you today on the most impor-
tant issue, the impact of the administration’s proposed budget for
student financial aid.

Allow me first, Senator, to officially welcome you and your staff
to Tennessee State University. We are very pleased that you chose
to host this meeting at Tennessee State University. May I also note
that this is a very special time for the Tennessee State University
community. We are celebrating our 75th anniversary. This proud
institution opened its doors in 1912. We have planned a series of
special events over the course of 1987 in celebration in our 75 year
history. Senator, I hope you will accent my invitation to join in our
celebration. If the proposed cuts gu through, I'm beginning to
wonder if we will be here for another 75 years.

With respect to the topic at hand my remarks will be brief. I wi.l
attempt not to repeat the comments and opinions of those who
have spoken beore me. If you wish to have my remarks in writing,
I will be happy to provide them following today’s hearing with a
prepared text.

BUDGET CHANGES HURT STUDENTS AND SCHOOL

I will begin by saying that the proposed budget changes in the
Federal student aid program could have a disastrous effect on per-
spective and current Tennessee State University students partici-
pating in the program as well as Tennessee State University as an
institution. Many of our students rely heavily upon student aid. Of
our 7,000 students, approximately 75 percent participate in one or
more of these programs. We currently administer $10.3 million to
these students.
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Any cuts in funding or further restrictions in regulations must
not occur. The result would be to deprive worthy students of access
to higher education in general and in Tennessee State University
in particular.

Let me cite to you some specific concerns that I have with the
proposed budget and the changes in the aid program. Number one,
I think it is wrong to eliminate the campus based programs. Work-
Study, SEOG and NDSL. Each program is essential and compli-
ments the others in function and in form. There is a balance which
must not be upset. With respect to Work-Study, to deprive students
of a work opportunity is poor, misguided policy.

Number two, to replace the campus based program with Inco 2
Contingent Loans, IGL, ICL, further adds insult to injury. as
others have said, the ICL Program may lock good on the surface,
but we believe it is deceptive from the standpoint of the student as
a consumer, and regressive policy to replace the debt burden on
those who can afford it the least.

SOCIETY BENEFITS FROM STUDENTS EDUCATION

The third that I take issue with is with the over-arching notion
of the President that students are the prime beneficiaries of their
investment in higher education. It is, therefore, reasonable to
expect them, not taxpayers, to show remorse of the cost of that in-
vestment. That notion totally ignores the value of an educated indi-
vidual to society and to our Nation.

If you apply the administration’s topic in this regard to the mili-
tary, which he holds highly, it is like saying that a marine is the
prime beneficiary of boot camp, so just let him pay for it.

LOCAL STUDENTS FIND TUITION EXPENSIVE

Number four. Many people far underestimate the cost of attend-
ing a public institution or uriversity like Tennessee State Universi-
ty. For financial aid purposes, which are conservative, the recog-
nized annual cost of attending Tennessee State University ranges
from $3,000 for a local student living at home, to $7,000 for an out-
of-State student living off campus, plus an additional $1,100 for
each dependent. So what—so while public education—public higher
education is low cost compared with our sister institutions in the
private sector, the cost of attending Tennessee State University is
considerable, particularly if you have low or modest financial re-
sources.

FEWER STUDENTS MEAN FEWER STATE DOLLARS

The fifth, there is another dimension which concerns Tennessee
State University as an institution. It is a distant second to our con-
cern for individual students who would be adversely impacted by
the proposed ! udget. But it is nonetheless a real concern. The* is,
the proposed budget and program changes will certainlv mean
feveer students for Tennessee State University. A larg. part of
TSU’s operating budget is funded by State dollars. The level of
funding is determined by a funding formula that is driven by the
number of students registered each fall.
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Simply stated fewer students means fewer State dollars. Over a
period of time, those fewer dollars translates into cuts in academic
programs and personnel, the very resources that generate a unives-
sity’s growth and determines its service to society.

TSU, Tennessee State University, has been on the down side of
the enroliment/funding cycle for a number of years. We cannot
af:figir(cil another year’s decline in enrollment as the proposed budget
will do.

BUDGET CHANGE AFFECTS DESEGREGATION

I will express my final concern to you in the form of a question.
That is, has anyone fully analyzed the impact of the proposed
budget and changes on desegregation. Tennessee’s public colleges
and universities are deeply involved in our statewide higher educa-
tion desegregation lawsuit, a basic premise of which is to increase
black participation in higher education. Beyond the issues of which
college black students attend is the most important issue of having
access to college, which this will deny them. Although some age, cy
may have already performed this kind of assesement, I have not
seen any data. I would subr:it that desegregation must be a major
consideration as Federal financial aid policy is deliberated by Con-

gress.
NATION NEEDS QUALITY EDUCATION PLAN

I will close by one remark. I went through the Swaziland in
South Africa and stopped over in Germany. I saw the best of two
worlds that America ‘was helping. The last one was U.S. aid to help
them produce and market and feed themselves. But the other both-
ered me in Germany. It said to me that we in America if we could
use a Marshall Plan to rebuild Europe, why is it that we cannot
provide a quality education to the young men and women in this
nation of ours and do away with the unemployment, especially
among black youth, which surpassed 50 percent. Thank you.

BUDGET PROPOSALS WOULD HURT STUDENTS

Senator Sasser. Thank you very much, Dr. Floyd. Let me just
ask you this question. In traveling around the State I learned
that—for example, last evening I had dinner with the Cha .cellor of
the University of Tennessee at Maitin, and she indicat.d 0 me
that 60 percent of the students there receive financial aiu. Now
this morning we held Learings at the University of Tennessee in
Knoxville, and there we learned that 60 to 65 percent of the stu-
dents at the University of Tennessee in Knoxville are recipients of
financial aid of one kind or another. I think you have indicated
that 75 percent of your students at Tennessee State University are
recipients of financial aid of one kind or another.

What would be the impact, in your view, if these proposals were

ut irto ef ect, what percentage of the student body at Tennessee
gtate University would be forced to drop out of school? Do you
have any rough estimate of that at this juncture?

Dr. Froyp. I wouldn’t have a rough estimate because I don’t
think it would take complete aid away from all of the students, but
it would substantially hurt that 75 percent. If I had to guess, I
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would say that probably we’d have $10.3 million now, which
would—in the proposed plan we would orly have $4.8 million, so
that would say to you that it would adversely affect over 50 percent
of the students there in some way.

Senator SAsser. Now when Secretary Bennett appeared before
the Senate Budget Committee, among other things, he said, well,
$500 or $600 is not going to make any difference as to whether or
not a student stays in school. What is your reaction to that?

Dr. FLoyp. I wish he would come to Tennessee State or if he had
been like Otis ¥loyd, a poor rural West Tennessee youngster, some-
times even the $50 mean a lot to Tennessee State University stu-
denis because $50 to buy books so they can attend classes mean a
lot, let alone the $600 he’s talking about. I'd say that he ought to
get attuned to whai society and America is all about.

Senator Sasser. Interestingly enough, we had a young woman, &
student at Memphis State University yesterday who was majoring
in journalism, who testified that she found it remarkab.e th.t the
Secretary of Education, Mr. Eennett, would propose cutting stud -t
aid when he was a recipient of student aid when he went to Har-
vard Law School.

Dr. FLoyp. Some of us easily forget, Senator.

Senator Sasser. In any case, Dr. Floyd, thank you very much for
appearing Lere this afternoon, giving us the benefit of your views.
Thank you very much.

Our final witness will be Mr. Marvin Flatt. Mr. Flatt is the as-
sistant commissioner for vocational education in the State depart-
ment of education Prior to this, he was a teacher of agriculture
and assistant principal at the Westview High School in Martin,
Tennessee. Mr. Flatt received his bachelors degree in agriculture
from the University of Tennessee at Martin and a masters degree
in education from the same institution Mr. Flatt, we welcome you
bere today and would be pleased to hear any testimony that you
might wish to offer.

STATEMENT OF MARVIN FLATT, ASSISTANT COMMISSIONER FOR
VOCATIONAL EDUCATION, TENNESSEE STATE DErARTMENT
OF EDUCATION

Mr. Fuarr. Well, thank you, Senator Sasser. First of all, let me
say I bring you greetings from Tennessee’s Commissioner of Educa-
tion, Doctor Charles Smith, and express to you our ap, eciation for
allowing us to come and testify before you. I would I ke to spend
just a few moments addressing the impact of federal legislation on
vocational programs in Tennessee.

ADMINISTRATION’S BUDGET WILL REDUCE VOC ED

Secondary vocational education, which is one thing that has not
Leen menticned much today, is serving more than 200,000 students
in Tennessee. This represents 54 percent of the secondary students
enrolled in this State. Vocational education has grown here and
nationwide. Definitely if the Federal Administration’s budget is
adopted there will be a reduction in vocational instruction in this
State.
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TENNESSEE FIRST STATE TO FUND VOCATIONAL ED

Tennessee had the first federally funded vocational program in
the Nation following the passage of the Smith-Hughes Act in 1917.
Leadership in the State saw the importance of Federal funding to
supplement State funds in offering more for the students. Prudent
utilization of these funds oifer many benefits that State funds
alene co 1ld not offer.

Let’s take a look at the present Federal legislation. It’s difficult
to look at the Carl Perkins Act strictly from the statement without
first looking at the national impact. Reduction or elimination of
Federal funds for vocational edu~«ticr wil} destroy the emphasis of
egonomic development for which this piece of legislation is target-
ed.
Let us look at some of the basic reasons for Federal legislation.
Contributions in deficit reduction by increasing the peoples ability
to pay taxes and increasing their reliance on unemployment and
welfare payment. It strengthens our national defense by reserve
membere of the military. Combats the dropout rate from secondary
schools. It strengthens the basic skills as part of job training pro-
grams. Trains and retrains displaced workers. Promotes economic
development through jpartnerships with business and industries.
Provides small business and industry with an immediate worker.
Small husiness cannot afford expensive training programs.

VOCATIONAL EDUCATION VITAY TO ECONOMIC DEVELOPMENT

Manv times the impact of vocational education toward economic
development is not understood without some basic statistics. I
would like to point out some validated research demographics on
the national level. Vocational education serves 19.5 million stu-
deats in 760,000 programs in over 28,000 institutions across this
coantry,

650,000 vocational graduates enter the military every year,
bringing with them technical knowledge, basic occupational skills
and leadership training imparted to them by vocational education.
Quality of vocational education and work experience are powerful
componznts in dropout prevention. Vocational students can earn
more on the job, require less on-the-job training and are more pro-
ductive than non-vocational students. Over 85 percent of the em-
plcyers responding to a survey said they preferred hiring vocation-
al graduates rather than a non-vocational graduate for jobs requir-
ing less than 4 years—a 4-year degree.

LEARNING THROUGH APPLICATION

Most of the rhetoric coming from the present Federal adminis-
tration is basec on the research entitled, The Nation at Risk, which
cannot be valid 1csearch for vocational education because no one
on the team had vocational experiences. Some later research such
as, The Unfinished Agenda, and others refute the arguments in
The Nation at Risk as it pertains to vocational education.

Basic education has always been taught in a vncational setting
with hands-on application. It has been proven many times that
learning through application is not only quicker but permanent. A
letter from the American Vocational Association president, Jim
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Giulinger, to President Reagan recently pointed oat significant
misunderstandings of the intent of the Carl Perkins Act and are
simply not listening to the players of the world of work.

Some of these points are how can the adminisiration eliminate
programs that have economic development as its purpose? The ad-
ministration is simply not listening tc the American taxpayer. The
administration is simply not listening to the thousands of displaced
workers who have found a means for new careers through voca-
tional education. They're not listening to parents, who in each
year’s Gallup poll of education reaffirm their support of vocational
education as an essential part of comprehensive education. They're
not listening to Congress which spoke decisively in support of voca-
tional education by in.ceasing Federal funds $70 million last year.
They’re not listening to the American electorate, which prefers a
well-trained citizenry to a nation of individuals who create a drain
on the treasury through their dependency on social programs.

VOC ED HELPS CURE NEGATIVE STATISTICS

Vocational education offers irrefutable facts about its graduates
to assist in the elimination of: .taggering annual bill for welfare,
continuing decline in productivity and trade imbalance, growing
epidemic of teenage pregnancies, alarming numbers of displaced
workers who need vocational training to succeed, school dropcuts,
illiteracy by teaching the basic skills through applicatiun, and a
void in training leadership through vocational youth leadership
programs.

NO JUSTIFICATION FOR CUTS

If we could look for a minute at the rationale the present admin-
istration is using to cut Federal funding, it is easy to understand
that the personnel from the world of work was not queried.

They say that n the first half of the century the Federal Govern-
ment was a major force in providing vocational training to tue Na-
tion’s young people. But today the Department of Education is a
minor player. The lecai and State government is spending $11 to
the Department of Education’s $1.

My response to that is the administration again is iooking at
only dollars and not outcomes to thesc expenditures. These State
dollars go for teacher salaries for the most part. The need for Fed-
eral dollars is to provide seed money for program innovation, ex-
pansion and improvement to meet the changing job requirements.
Some examples of these expenditures are' relevant curricula that
refects new technology requirements in the job market today. An
evaluation system that will gi-'e immediate feedvack to relevancy
of the curricula. To incorporate more and a higher level of math,
science and communication in vocational studies. To provide practi-
cal training for disadvantaged and handicapped youth in a main-
stream concept which has proven the best method of learning for
these students. To give the incarcerated persons a skill to provide
like essentials after releace from confinement. To give the women
employment without concern of vocational equity. To provide adult
short courses for job transition from manufacturing and mining to
the service trades. To provide netional research and a delivery
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system to inform the complete Nation on successful programs. To
provide national research and a delivery system—to use program
improvement funds to help local educational agencies to upgrade
equipment to present demands of business and industry, renovate
facilities to accommodate high technology equipment and construc-
tion of functional facilities. And to provide career information to
young people to allow them to make relevant choices of vocations.

These are some of the things that present Federal funds are
buying, and withiout these funds the State would be required to
eliminate most of these programs

The same philosophy prevails today that was evident in 1917
when the first Federal legislation was introduced: A greater need
today for a technological nation in business and industry, agricul-
ture, business education, and a system to market these. National
leadership and research to offer continuity to State efforts. To edu-
cate the total popuiation for employment.

Yes, the States are providing a big portion of dollars that go into
vocationai education. Most of these are used as a continuation
effort of existing programs. Most States will not appropriate the
extra money for the ancillary services that is necessary for voca-
tional education to improve. It is inconceivable that vocational in-
formed persons would suggest a cut in Federal vocational educa-
tion. Therefore, it must be assumed that the administration’s
budget request was developed without the input of knowledgeable
people from the work place, ¢ mmunity service or economic devel-
opment sector.

EFFECTS OF FEDERAL FUNDING ON STATE

Now, what does federal funding mean to Tennessee? Its elimina-
tion will mean that Tennessee will not serve 48,266 secondary dis-
advantaged students, 13,860 post-secondary disadvantaged students,
14,865 secondary handicapped students, 499 post-secondary handi-
capped students, 129 secondary incarcerated students, 320 post-sec-
ondary incarcerated students, 22,357 students in part-time adult to
up-grade or retrain for employment, 49,979 secondary cunsumer
and homemaking students and 2,400 community based students in
cooperation with other agencies.

It will eliminate $7.4 million that flow through directly to local
educational agencies for: the upgrading of antiquated equipment to
meet present employment demands. To provide teacher education
and professional develepment for teachers and vocational statf. To
provide curriculum development for implementation at the local
level. To offer local education agencies the benefit of current re-
search for improving existing programs. To offer guidance and
counseling to students to help in career development. To provide
seed money to the local educational agencies fer pilot programs
that leads to national certification of programs. © offer students
an opportunity to erroll in pre-apprenticeship ana apprenticeship
programs.

These are some of the necessary programs that must continue if
Tennessee is to continue to provide leadership in the South in eco-
nomic development.
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I ask for your support to not only continue support for the Carl
Perkins Act, but increase its benefits. We appreciate your voting
record for vocational education legislation, and with your support
in Congress, vocational education in Tennessee will prosper.
Mr. Chairman, this ends my statement. I do have a chart I would
like included.
Senator Sasser. It will be included at this point.
[The following was supplied for the record by Mr. Flatt.} .
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Tennessee Vocational Funding 1987-88 [ President’s | President’s
federal Funds School Year{ Proposed | Proposed
for State School Years Current | Budget for | Budget for
1987.88 & 1988-89 Budget 1987-88 1988-89
School Year| School Year
Funding Total 19,398,601} 9,841,704 0
Funding Basic Grant 18,592,575 9,716,056 0
Administration 1,301,480 680,124 0
GRANTS-A & B 17,291,095 9,035,933 0
Part A 9,855.924] 9,035,933 0
Pan B 7,435,171 it 0
Consumer & Homemaking 564,359 0 0
State Council 134,623 125,648 0
Community Pased Organizatons 107,045 0 0
FEDERAL FUNDS BREAKOUT:
GRANT TOTAL 18,592,575| 9,716,056 0
ADMINISTRATION 1,301,480 680,124 0
BALANCE AVAILABLE FOR GRANTS 17,291,095} 9,035,933 0
TITLEIl PARTA 9,855,924] 9,035,933 0
HANDICAPPED 10.00% 1,729,109] 1,585,251 0
DISADVANTAGED 22.00% 3,804,041 3,487,553 0
ADULT 12.00% 2,074,931 1,902,302 0
SINGLE PARENT 8.50% 1,469,743 1,347 464 0
SEX BIAS 3.50% 605,188 554,838 0
CORRECTIONS 1.00% 172,911 158,525 0
PART A SUB TOTAL 57.00% 9,855,924] 9,035,933 0
TTLEIl PARTB 7,435,171 0 0
EXEMPLARY PROJECTS 200,000 0 0
LOCAL FLOW THRU 4,523,341 0, 0
TEACHER EDUCATION 1,572,960 0 0
RESEARCH 80,751 0 0
CURRICULUM 414,191 0 0
GUIDANCE & COUNSELING 643,928 0 0
PART B SUB TOTAL 7,435,171 0 0
TOTAL PARTS A& B 17,271,095 9,035,933 0
COMMUNITY BASED OKGANIZATIONS 107,045 0 0
CONSUMER & HOMEMAKING 564,359 0 0
GRAND TOTAL 19,263,978 9,716,056 0

O

ERIC

Aruitoxt provided by Eic:

Doy
.

18




84

CUT3 WOULD FORCE TENNESSEE TO ELIMINATE PROGRAMS

Senator Sasser. What would be the impact of the elimination of
Federal funding for vocational education on the State of Tennessee
as the administration is proposing?

Mr. Frarr. Well, as I have just mentioned, those items that 1
have just covered would be totally eliminated. The major impact on
Tennessee, some of the areas would be that the traditional courses
would be taught using outdated curriculum materials, antiquated
equipraent that cannot be updated, teachers will not have a chance
for professional development in the increasing demands today in
an ever changing society. And as fast as technology is improving,
this is an important one.

DEMAND FOR VOCATIONAL ED TRAINING RISE3

Senator Sasser. Let me just ask you this. Are the demands for
vocational education in Tennessee increasing or diminishing now?

Mr. FLATT. Increasing.

Senator SAsSeR. Increasing. And you really have more applicante
for vocational education than you can handle adequately with the
present funding available; is that a fair statement?

Mr. FraTt. That's very true.

Senator Sasser. So, if you get additional budget cuts, then, of
course, you're going to have to turn away I would guess additional
students who might come to you for vocational training?

N{lr. Fratt. That’s correct. We wculd not be able to improve what
we have.

STATE UNABLE TO ABSORB FEDERAL FUNDS SHORTFALL

Senator Sasser. Now, Mr. Flatt, I have seen some statements
that Governor McWherter has made, and as a matter of fact saw
some photographs of him in the newspaper with charts similar to
these in which he was indicating revenue shortfalls or spending
that had taken place here in the State indicating that State gov-
ernment was going to have to cut back. If the Federai funds are
deprived from the vocational education program, is there any hope
that the State of Tennessee could pick up the slack and substitute
State funds for the Federal funds?

lf\_/Ir. FrATT. No, sir. There’s no way Tennessee could make up that
deficit.

VOC ED CUTS COUNTER-PRODUCTIVE TO COMPETITIVENESS

Senator Sasser. Well, we hear a lot of talk about making Amer-
ica competitive again. I think that’s going to be one of the big
issues in the next couple of years. Would it be your view that cut-
ting Federal funding for vocational education is counter-productive
to the stated intention of making America and American products
more competitive in the international marketplace?

Mr. FraTr. Yes, sir. That’s one thing I mentioned that vor ational
education is the basis for millions of technological advances that
the United States has seen in the past few years, but this technolo-
gy is not increased in the United States as fast as other countries,
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and it will not with the cutback in vocational education. You're
going to see United States fall further and further behind.

Senator Sasser. Well, Mr. Flatt, I thank you for appearing here
this afternoon. And as I said earlier, your entire statement will be
included in the record as if read, and we will examine it and point
out to our colleagues in the Senate the importance of these voca-
tional education funds. You're our only vocational education wit-
ness here today so your testimony is very, very important, and vo-
cational education is very, very important tvo the State of Tennes-
see, and, of course, to our sister States in the southeast. So I thank
you very much for appearing here and giving us the benefit of your
views.

Mr. Frarr. Thank you.

Senator Sasser. Let me cenclude by saying that we are going to
keep this record open for an additional 30 days for any interested
individual who wishes to have a statemeat included. And if they
wish to do so, they can concact my local office here in Nashville in
Room 569 in the U.S. Courihouse.

I want to again thank all of our witnesses for appearing here
today. The function of these hearings across the State have been
two-fold. As I said earlier, we are gathering testimony that will be
presented to my colleagues on the Senate Budget Committee as we
deliberate on the administration’s budget proposals with regard to
education. But secondly and perhaps equally as important, these
hearings are designed to educate, if you will, the general public as
to the importance of Federal aid to education here in the State of
Tennessee, and the dangers that we may be facing it these pro-
posed cuts do indeed become a reality.

I thank you all for coming, and I declare these proceed. gs
closed. Thank you very much.

[Whereupon, the hearing was concluded at 4:3C p.m.]
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STATEMENT OF THE CHANCELLOR, UNIVERSITY OF TENNESSEE--MARTIN

vy

If the proposed financial program is approved and acted ugon, The

University of Tennessee at Martin will have almost $3 million less

funds available for student financial aid. These cuts mainly affect

the college work-study program and various types of loans. The

majority of UT Martiu students receiving financial a:d fall under

these two categories. N

By its nature, the propcsed financial program will have a strongly
adverse effect upon the opportunity of many promising students to
attend colleges and universities across the nation.

Some specific examples of stulents currerntly enrolled at UT Mart:n who
would be affected under the proposed program follow

1. A black sen:.or hailing from Hardemar. County, with a 3.35 GPA
His two parent, three member fam!ly has a yearly income of $18,922. He
needs $4 424 in financial assistance to continue school. Curre. .ly, he
receives (he Pell Grant, a TSAC and scholarship assistance.

2. A white junior hailing from Davidson Ccunty, with a 2.5. GPA.
His one parent, two member family has a yearly income of $15,332. He
needs 53,094 in financial assistance to continue school, which is
currently covered by NDSL and TSAC.

3. A white freshman hailing from Carroll County, witn a 3.13
GPA. His two parent, five member family has a yearly inccme of
$24,744. He needs $2,984 in financial assistance to continue school,
which is currently covered by a scholarship, the NDSL and co’'lzge
work-study.

The current financial aid program works fairly well. One of the
attractive features of financial aid to students 15 that a combination
of part-time work (CWS), loans and outright grants could be
structured. In thi¢ way, the student and the student's family can
share in the costs of a college education.

Some advantages of the college work-study program, to be totally
abolish2d under rhe proposed program, include valuable work evperience
for the student and needed latcs for the Universicy ®witnout
work-study, many new graduates will be forced to compete for jobs
while handicapped by insufficient work experience.

The puzzling part of the proposed program is that student effort
through work and repayment of loans will be phased out. Only outright
grants (Pell' and a significantly reduced guaranteed student ican
progranr will remzain.

We believe that the financ:al aid program has had the effect of

educating people who ctierwise were headed toward being net consumers
of federal assistance programs.
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LETTER FROM CLEVELEND STATE COMMUNITY COLLEGE STUDENT

Dear Senator:

As a student at Cleveland State Communi’ty College who
receives financial aid, I am deeply distressed I, President
Peagan's proposed cuts in educat®.sal funding. If allowed
to pas- the Congress, these cuts would make it virtually
impossi«ble for me and hundreds of thnusands of other
students 1i.~ me to attend s condary schools.

Enciosed with this letter, please find one copy of an
editorial I recently wrote for our school newspaper, The

Cherokee Signal. I hope yosu will find it interesting and

informative.

I would like to bring to your attention a couple of points I
was unable to address in the editorial due to a shortage of
space. First, I have been informed that the proprsed cuts
call for the total elimination of the Coilege Work Study
Program. I feel this would be a tragic mistake. This 1s
probably the most productive program in the financial aid
system. The elimination of this program would hurt not only
those students who need 1t, 1t would also affect all
students because it would force colleges and universities to
hire people to do the tasks presently assigned to work-study
students. The cost of hiring extra personrel would
invariably be passed on to all students in the form of
higher turtion rates.

Second, 1 do not see any dor funding cuts being proposed
for federally funded <tu. Tc>ns, These programs seem to
be the ones which are th. .+ast economically feasible. Many
students do not even bother 1o make the effort. to repay
them. The portion of the interest on the loans Subsidized
by the federal government is paid at a substantially higher
rate than the interest collected from the loan recipients.
It is possible for the U.S. government to be forced to carry
the burden of paying tnis interest for 16 years while the
recipient completes his/her education. When students do
begin repaying their loans, they can spread the payments out
over .uch a long period of time that the program beconmes
even less cost-effective. 1t would seem that it is .ess
expensive for the government to award grants than to pursue
this course.
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I would like to offer my assistance in helping prevent
passage of these devastating cuts. [If your office has
petitions, for example, that would help to prevent such
passage, I would be happy to circulate them in the Southeast
Tennessee area. I am sure I could find assistance from
students at the other area colleges (UTC, Chattanooga State, .
Tennessee Wesleyar) and local vocational schools.

I would like like to express my appreciation to you for the
fine job you are doing in representing your constituency. .

Respectfully yours,

Michael M. Kubba

[EIQ\L(:‘ 74-054 (112)
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