DOCUMENT RESUME

ED 318 105 EA (21 741

TITLE Educational Excellence Act of 1989. Hearing on S. 695
To Promote ExXcellence in American Education by
Recognizing and Rewarding Schools, Teachers, and
Students for Their OQutstanding Achievements,
Enhancing Parental Choice, Encouraging the Study of
Science, Mathematics, and Engineering, and for Other
Purposes, before the Subcommittee on Education, Arts
and Humanities of the Committee on:Labor and Human
Resources. United States Senate, One Hundred First
Congress, First Session.

INSTITUTION Congress of the U.S., Washingteon, D.C. Senate
Subcommittee on Education, Arts and Humanities.

REPORT NO Senate-Hrg-101-372

PUB DATE 13 Jun 89

NOTE 341p.; Some pages contain small print.

PUB TYPE Legal/Legislative/Regulatory Materials (090)

EDRS PRICE MF01/PCl4 Plus Postage.

DESCRIPTORS xAcademic Achievement; =»Academic Standards;

*Educational Change; Educational Improvement;
Educational Needs; Educational O',jectives;
Educational Quality; Elementary Secondary Education;
Equal Education; =*Excellence in Pducation; Federal
Legislation; Hearings; Higler Education;
Instructional Effectiveness; Outcomes of Education;
*School Restructuring

IDENTIFIERS Congress 10l1st; Proposed Legislation

ABSTRACT

The proceedings are presentec of the hearing before
the Congressional Subcommittee on Education, Arts and the Humanities
of the Committee on Labor and Human Resources. They reveal both the
strengths and limitations of the proposed Educational Excellence Act
of 1983. The proposed act would promote excellence in American
education by: recognizing and rewarding schools, teachers, and
students for their outstanding achievenments; enhancing parental
choice; encouraginyg the study of science, matuematics, and
engineerinyg; and =2xploring the possibility of other means. Contents
include policy statements, proceeding transcripts, letters, sample
pamphlets, charts, tables, figures, and graphs prepared by
subcommittee and committee members. Also presented is the testimony
of professional educational organizational leaders; federal, state,
and local government agency officers; secondary and postsecondary
school board members and executive staff; and civic and business
leaders, all of whom are either advocates and opponents of the act.
(JAM)

KRR KRR R KRR R R KRR AR KRR R R KRR R R R R R AR R AR R R AR AR R AR R AR KRR RRR R KRR RRA R R AR RARR KRR ARk K

* Reproductions supplied by EDRS are the best that can be mrade ®

* from the original document. *
t*t**t****************t*t***t********.******t**tt**t*******tt****a*****




S. Hre. 101-372

EDUCATIONAL EXCELLENCE ACT OF 1989

HEARING

BEFORE THE

SUBCOMMITTEE ON
EDUCATION, ARTS AND HUMANITIES

OF THE

ED319105

COMMITTEE ON
LABOR AND HUMAN RESQURCES
UNITED STATES SENATE

ONE HUNDRED FIRST CONGRESS
FIRST SESSION

ON

S. 695

TO PROMOTE EXCELLENCE IN AMERICAN EDUCATION BY RECOGNIZING
AND REWARDING SCHOOLS, TEACHERS, AND STUDENTS FOR THEIR
OUTSTANDING ACHIEVEMENTS, ENHANCING PARENTAL CHOICE, EN-
COURAGING THE STUDY OF SCIENCE, MATHEMATICS, AND ENGINEER-
ING, AND FOR OTHER PURPOSES

JUNE 18, 1989
WASHINGTON, DC

Printed for the use of the Committee on Labor and Human Resources

U.8. DEPARTMENT OF EDUCATION
Office of Educational Resesrch and Improvemant

EDUCATIONAL RESOURCES INFORMATION

CENTER (ERIC)
This document has been reproduced ga
eceived from the Derson or organization
onginating it
© Minor changes have been made to improve

reproduction quality.

o Points of view or opinions statedin thia docu-
ment do rot necessarly represent official
OER' poaition or policy.
U.8. GOVERNMENT PRINTING OFFICL

20-143 = WASHINGTON : 1980

For sale by the Superintendent of Dacumepts, Congressional Sales Office
U.8. Government Printing Office;, Washington, DC 20402

o BEST COPY AVAILABLE

_Eh o02) 24/




e B - Dranan e g

COMMITTEE ON LABOR AND HUMAN RESOURCES
EDWARD M. KENNEDY, Massachusetts, Chairman

CLAIBORNE PELL, Rhode Island ORRIN G. HATCH, Utah

HOWARD M. METZENBAUM, Ohio NANCY LANDON KASSEBAUM, Kausas
SPARK M. MATSUNAGA, Hawaii JIM JEFFORDS, Vermont
CHRISTOPHER J. DODD, Connecticut DAN COATS, indiana

PAUL SIMON, Hlinois STROM THURMOND, South Carolina
TOM , lowa DAVE DURENBERGER, Minnesota
BROCK ADAMS, Washington THAD COCHRAN, Miseiseippi

BARBARA A. MIKULSKI, Maryland

Nicx Lernuxmixn, Staff Director and Chief Counsel
Knistine A. Ivzrson, Minority Staff Director

SuscoMMiITTER ON EpucaTioN, Arts AND HUMANTTIRS
CLAIBORNE PELL, Rhode Island, Chairman

HOWARD M. METZENBAUM, Ohio NANCY LANDON KASSEBAUM, Kansas
SPARK M. MATSUNAGA, Hawaii THAD COCHRAN, issiseippi
CHRISTOPHER J. DODD, Connecticut ORRIN G. HATCH, Utah
PAUL SIMON, Illinois JIM JEFFORDS, Vermont
BARBARA A. MIKULSKI, Maryland STROM THURMOND, South Carolina
EDWARD M. KENNEDY, Massachusetts

(Ex OFFICIO)

Davin V. Evans, Staff Director
Susan K. Hacran, Minority Staff Director

(019

3 ”\
FRICHRAIAVA Y500 1238

‘ Text Provided by ERI




CONTENTS
STATEMENTS
Turspay, June 13, 1989

Page
Cavazos, Hon. Lauro F., Secretary, U.S. Department of Education, Washing-
ton, DC, accompanie& by Charles E.M. Kolb, Deputy Undersecretary for
Planning, Budget and Evaluation, and Dr. Roberta B. Dunn, Deputy Assist-
ant Secretary for Student Financial Assistance, Office of Postsecondary
Education.........ccocveverrvererernnns wereeeesensesssessene sreneneresraaas TR se s Reaens 2
Prepared StAtEMENt ............cc.cccnevcer st sesessssseressssssens b
Kassebaura, Hon. Nancy Landon, prepared opening statement..................oo.oveenees 9
Hatch, Hon. Orrin G., prepared statement...........oovvvrieeceeesieesnersesssersessssssssesesseces 10
Kennedy, Hon. Edward N., g:repared statement................coveviievneinennnenennn. 19
Thurmond, Hon. Strom, U.S. Senator from the state of South Carolina.............. 25
Pre statement ........ et et ssas et s sresassssesssaresases SeseesseveresevesReRe e e ren e 26
Glenn, Hon. John, U.S. Senator, State of Ohio............cccccvivnrennereneensessssesssssnennes 27
Prepared StatemMeNt ..........c.cceomeeierresiiirmecnssnsesssisssscssessssssssesassseessnssessessessesessns 29
Bennett, Dr. David, superintendent, St. Paul Public Schools, St. Paul, MN, on
behalf of The Council of The Great City SChools.............ceeeremererenereseressescesesssnees 32
Pre BEALBMENL ........cccorneveermreinree rernrernsnersberessesssesessssss sesssseseseresssersnesenssesesssens 34
Marec, Ronald, president, Ohio Federation of Teachers, Cleveland, OH, on
behalf of American Federation of Teachers...............oveerececerereessorsssssssesesorees 36
Prepared statement ..............ccccouuneeineinnenscecssresnees veeeens 38
McCully, , president, Board of Education, El Dorado Unified School
District, El Dorado, K8, on behalf of National School Boards Association ..... 40
Prepared SLAtEMENL ........c...ccc.vvuiererersivsrssssreseses ssesesessssssssssssssssssssesessaessasseossre 42
Thomas, Dr. Charles R., superintendent of schools, Elementary School Dis-
trict 64, North Chicago, IL, on behalf of American Association of School
AQDUNIBEIALOTB. ....covereerircenritniinesinitssee orssseressesessesss sessssseresssensssesssssnssesessesssssasasses 45
Prepared statement ................. vererearerenens 48
Gallagher, Sheila, president, South Carolina Education Association, Columbia,
SC, on behalf of National Education ASSOCIALION .........c.....eeverrerereneesnreresserens 106
Pre BEALEMENL ...t oo s ss e b essere s ssaees 108
Siraon, Hon. Paul, prepared statement ...............cc.e.eerneereseerrnessessesssnsessesesssenns 129
D’Arcy, Herbert J., director of financial aid, Providence College, Providence,
RI, on behalf of National Association of Student Financial Aid Administra- 190
174) ¢ R OARUR rerreatienressentsenes
Prepared statement................. oot e s s s se et et s s sesebobasensresnees 133
Irwin, David M., president, Washington Friends of Higher Education, Seattle,
“‘i?' on behalf of Nationa! Association of Independent Colleges and Univer. 1o
BILIOB ... e s enasae b ssasssnssesesesersrsessaseseses
Prepared statement seeustaser st sentetesn e tae bt s st R s R aR SRt s s e st se R enesa s besenabenes sernes 143
Johnson, Terr%‘ director, Lincoln Technical Institute, West Des Moines, 1A,
on behalf of National Association of Trade and Technical Schools.................... 153
Prepared statement ......... . dreeseseetereanr e rsasnrensrssasassiriens 155
Clement, Janet, Educational Loans Division, Bank One, Merriville, N.A.,
Merriville, IN, on behalf of Consumer Bankers Association................ccecenvrenen. 172
Prepared statement of Frank Cammarata ...................ceeeereeeen. 1756
Flippin, Dr. James L., director, Mississippi Guarantee Student Loan Agency,
ackson, MS, and current president of the National Council of Higher
Education Loan Programs, on behalf of the National Council of Higher
Education Loan Programs, Inc. ............cccccceveeenemnncrsecsinne 187
Prepared BLAtEIMENL ............c...covcieneseeserosnnisenisssssssssmmssssssssssstissssssassssnassnssssssses 189
Burnett, Dr. Calvin W., president, Coppin State College, Baltimore, MD, on
:)iehalf of the National Areociation for Equal Opportunity in Higher Educa- 198
on rerrereretssasestraes .




v

Burnett, Dr. Calvin W,, president, Coppin State College, Baltimore, MD, on
behalf of the National Association for Equal Opportunity in Higher Educa-
tion—Continued

Prepared statement ... cnimessssssssssssmmesssssssssssssess

Jeffords, Hon. James M., prepared statement.

ADDITIONAL MATERIAL

Gouse, Richard I, president, New England Institute of Technology, letter sent
to Seaator Lauro F. Cavazos, dated June 15, 1989

Pucciano, John G., president, Association of Independent Colleges & Schools
(AICS), prepered statement

Craig, James R, chairman of the Advisory Committee on Student Financial
Asgistance, %repared statement

Casey, Robert P., Governor of Pennsylvaia, prepared statement

Gladieux. Lawrence E., esscutive r, The College Board, Washington,
DC, two papers from the College Scholarship Service (CSS) entitled:
The Congressional Methodology: Agenda for Change
The Congressional Methodology: Approaches to Simplification
Ambach, Gordon M., executive director, Council of Chief State School Offi-
cers, Washington, DC, prepared statement




EDUCATIONAL EXCELLENCE ACT OF 1989

TUFSDAY, JUNE 183, 1989

U.S. SENATE,
SUBCOMMITTEE ON EDUCATION, ARTS AND HUMANITIES,
OF THE COMMITTEE ON LABOR AND HUMAN RESOURCES,
Washington, DC.

The committee met, pursuant to notice, at 10:02 a.m., in room
SD-43C, Dirksen Senate Office Building, Senator Claiborne Pell
(chairman of the subcommittee) presiding.

Present: Senators Kennedy, Pell, Simon, Hatch, Kassebaum, Jef-
fords, Thurmond, and Cochran.

Senator PerL. The Subcommittee on Education, Arts and Hu-
manities will come tc order.

This hearing on S. 695, the Excellence in Education Act, will
come to order. :

It is refreshing indeed to have administration come forward with
a positive, constructive series of initiatives in education. I have co-
sponsored the President’s initiative as a signal that I stand ready
to grasp the extended hand of friendship and cooperation offered
by our President.

The partnership between the Executive and Legislative Branches
is crucial to bringing new life to the small, but vital Federal role in
education.

Mr. Secretary, we welcome you, and hope you will convey to the

President our resolve to make this a working educational partner-
ship. As you know, I have some concerns that the administration’s
pr?osals are not sufficiently targeted to the most needy schools
and most needy students, too. I look forward, therefore, to your tes-
timony and to that of our panelists.
I think that you should know at the outset that our goal is to
ve the most serious consideration to your proposals, to improve
upon them where we believe we can, and to arrive at a bill that
has broad bipartisan support. Our good spirit in this regard, and
one seriousness of purpose is demonstrated by the fact that we are
working from your Lill, the administration bill, and not from one
that we have crafted ourselves.

I applaud the efforts you are taking to crack down on the stu-
dent loan defaults and look forward to being able to devote a por-
tion of today’s hearing on your proposals. The new regulations are
tough but, I beliave, fair.

I must tell you, though, that if my concern that your efforts
might be hampered by questions about the data upon which default
rates have been calculated. This is, as I understand it, preliminary
data from which you are working, and I would trust and urge that
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the new regulations not be implemented until we .iave full confi-
dence in the accuracy of the data and are comfortable in using it to
take stern action.

Senator PeLL. We are verB glad to have Sou with us, Mr. Secre-
tary, and I believe we have Dr. Roberta B. Dunn, the deputy assist-
ant secretary of the student aid proframs, and also Mr. Charles
Kolb, the acting deputy undersecretary for planning, budget and
evaluaticn.

Both of these people have been well known and long-time friends
of the committee in whom we have trust, and we are very glad
they are working with you.

Mr. Secretary.

STATEMENT OF HON. LAURO F. CAVAZOS, SECRETARY, U.S. DE-
PARTMENT OF EDUCATION, WASHINGTON, DC, ACCOMPANIED
BY CHARLES EM. KOLB, DEPUTY UNDERSECRETARY FOR
PLANNING, BUDGET AND EVALUATION, AND DR. ROBERTA B.
DUNN, DEPUTY ASSISTANT SECRETARY FOR STUDENT FINAN-
CIAL ASSISTANCE, OFFICE OF POSTSECONDARY EDUCATION

Secretary Cav/.zos. Thank you very much, Mr. Chairman.

I am certainly pleased to be here today to present President
Bush'’s legislative proposals on the Educational Excellence Act of
1989 and the department’s student loan default initiative.

Now I would like to summarize my statement, if I could, Mr.
Chaircinan. and ask that the entire statement be included in the
record.

Senator PeLL. Without objection.

Secretary Cavazos. Thank you, sir.

It is gratifying to be able to count on both you and Senator

baum as cosponsors of the Educational Excellence Act. In
fact, thanks to the dedicated efforts of Senator Kassebaum and Mr.
Goodling in the House, we now have a total of 36 cosponsors in the
Senate and 86 in the House.

Last year, you and your colleagues in the 100th Congress pro-
duced the landmark Hawkins-Stafford Elementary and Secondary
School Improvement Amendrnents of 1988. That law advances the
quality of Federal elementary and secondary education programs
in many significant w%{-s. It improves program accountability in
Chapter 1 and Drug-Free Schools programs, expands parental
choice through a reauthorized magnet schools program, provides
greater flexibility to school districts in implementing bilinzual edu-
cation programs, enhances parental involvement in programs for
1:d_iz;adva.ntaged children and stimulates educational reform innova-

ion.

America needs the Educational Excellence Act, and let me tell
you why I firmly believe this to be the case.

You've heard me talk about our education deficit in this country.
The fact that we now outspend the rest of the world in education
does not, in any way, make up for the fact that when it comes to
goll)iccll results, our students and our schools eimply aren't getting the
job done.

Despite som> promising State reforr: efforts, this year's State
Education Performance Chart, known as the “Wall rt”’, indi-




3

cates that our performance on the whole is stagnating. The State
and local-level reforms that have been implemen across the
country in the wake of “A Nation at Risk” are exciting and posi-
tive, but much still remains to be done. Those reforms must contin-
ue, must expand, must take root, and most importantly of all, they
must work. And that is what the President’s agenda is all about
and that is precisely why I am before you today to urge pass..ge of
the President’s Educational Excellence Act of 1989.

If you look closely at the components of this bill you will see
that, for the most part, they are intended to help stimulate and en-
courage education reform through Federal seed money, targeted
awa and grants, and expanded research that we hope will
produce innovative and successful strategies for reform.

Our Cgropos;ed legislation would complement the work of the
100th Congress in several important ways:

First, it is based on the principle that Federal dollars should help
those most in need,;

Second, it must encourage schools and teachers to strive for ex-
cellence and success by recognizing and rewarding educational
progress;

ird, it would extend to parents who do not have the opportuni-
ty to exercise choice in selecting schools for their children;

And finally, it would encourage the development of flexible sys-
tems to enrich the ranks of the teaching profession.

Both President Bush and I are very proud of this legislation. The
department and the White House worked closel together in shap-
ing this bill, and we certainly appreciate the favorable reception
you, Mr. Chairman, and others have afforded this proposal. We
want to work closely with you to ensure that these proposals re-
ceive serious consideration and, of course, speedy enactment.

The Educational Excellence Act of 1989 contains seven new pro-
grams:

The Presidential Merit Schools Program would provide cash
awards to schools based on criteria related to improvement of stu-
dent performance in basic skills, creation of a safe, drug-free school
environment, and reduction of the drop-out rate. .

Magnet Schools of Excellence would bring the many recognized
benefits of magne! schools within the reach of the community that
might not qualify for desegregation-related Magnet Schools Assist-
ance programs recently authorized by the Hawkins-Stafford
Amendments.

Under the program for Alternative Certification of Teachers and
Principals, the department would provide assistance to States that
are interested in expanding the pool of talent from which they may
draw teachers and principals.

Th~sugh tho Presidential Awards for Excellence in Education,
aw...ds of $5,000 each would be given to teachers who meet the
hi%xest standards of excellence.

rug-Free Schools Urban Emergency Grants would supplement
programs currently supported by the Drug-Free Schools and Com-
munity Act.

And for Historically Black Colieges and Universities, the Presi-
dent’s hill would amend the Higher Education Act to provide addi-
tional support for matching endowment grants.
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The National Science Scholars Program would provide under-
graduate college scholarships of up to $10,000 a year to students
who have demonstrated excellence and achievement in the life,
physical, or computer eciences, mathematics or engineering.

r. Chairmen, in concert with the many fine programs author-
ized by the Hawkins-Stafford Amendments, the programs con-
tained in the Educational Excellence Act of 198¢ - ould greatly ad-
vanc our efforts to achieve a better.educated America.

I urge this con ittee and the Congress to take prompt and fa-
vorable action on this legislation. I also urge you to take a look
around you to see the many things .hat are occurring throughout
our States. Many of your own States, pursuing innovations in edu-
cation, are maluni a real difference. I have cited several examples
in the statement that I have submitted for the record.

The President and I want to encourage this development through
reforms, rewards, grants, research and the innovation that you will
find in the Educational Excellence Act of 1989.

Finally, Mr. Chairman, I would like to touch briefly oa a subject
that I know is of vital concern to the members of this committee.

To address the underlying causes of student lcan defaults, I have
promulgated final regulations on default reduction. These reduc-
tions and additional regulatory, legislative and administrative
measures will help address the major causes of defaults in all sec-
tors of postsecondary education.

These measures build on default reduction actions previously
taken by the department. For instance, in 1986 we instituted strict-
er due-diligence servicing and collection requirements by lenders
and guarantee agencies. Also, we have recently hired new staff in
the Offi-e of Studert Financial Assistance to review the compli-
ance of schools, lenders, and guarantee agencies with requiremerts
of the Guaranteed Student Loan Program.

Schools must shoulder their fair share of the responsibility. We
believe the principal school-related causes of the high default rate
are:

(1) Enrollment of, and granting Federal student aid to, students
lacking true abil. 'y to benefit from the training offered;

(2) inadequate educational and support services;

(3) inadequate job placement efforts by institutions; and

(4) failure to inform student borrowers of their rights and obliga-
tions regarding student loans.

The regula‘ )ry and administrative actions I announced on June
1 are designed to address these problems, complementing our prior
default reduction activities.

Through legislation, we are proposing changes in the ability-to-
benefit provision so that, in order to be eligible for Federal aid, a
student without a high school diploma or a GED would have to
pass a test on his or her ability to benefit from the educational
courses before that person enrolls. These tests, in contrast to cur-
rent practice, would be designed and administered by an independ-
ent party designated by the Secretary.

Our legislative pro 8 would also prohibit schools receiving
Federal student aid funds from using commissioned personnel to
recruit or admit students.

3
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We will also propose to expand the pro rated tuition refund re-
quirement for berrowers at schoois with over a 30 percent default
rate by making it apply to all Title IV aid recipients, not just to
student loan borrowers. And these proposals, along with the rest of
our legislative package and our regulatory approach, should Lelp
arrest the growing default rate and ensure that the funds in post-
secondary educution go for quality education and training.

This concludes my statement, Mr. Chairman. Mr. Kolb, Dr.
Dunn, and I would be pleased to answer your questions, sir.

[The prepared statement of Secretary Cavazos follows:)

PREPARED STATEMENT OF SECRETARY CAVAZOS

Mr. Chairman and Members of the Subcommittee:

I am pleased to be here today to present President Bush’s legislative proposals on
the Educational Excellence Act of 1989 and the department’s ctudent loan default
initiative. With me today are Charles Kolb, Deputy Under Secretary for Planning,
Budget and Evaluation, and Roberta Dunn, Deputy Assistant Secretary for Student
Financial Assistance.

Mr. Chairman, it is gratifying to be able to count on both you and Senator Kasse-
baum as cosponsors of the Educational Ezcellence Act. In fact, thanks to the dedi-
cated efforts of Senator Kassebaum sud Mr. Goolling in the Hotse, we now have a
total of 36 cosponsors in the Senate and 86 in the House.

Last yea%ou and your colleagues in the 100th Cungress produced the landmark
Hawkins-Stafford Ele .ntary and Secon’ary School Improvement Amendments of
15.8. That 1aw advances the quality of Federal elementary and secondary education
programs in many significant ways. It improves program accountability in the
Chapter 1 and Drug-Free Schools programs, expands ntal choice through a re-
authorized magnet schools program, provides greater flexibility to school districts in
implementing bilingual wducation programs, enhances parental involvement in pro-
srams for disadvantaged children, and stimulates educational reform and innova-
tion.

America needs the Educational Excellence Act. Let me tell you why I firmly be-

ieve this o be the case. You've heard me talk about our “education deficit” in this
country. The fact that we now outspend the rest of the world in education does not,
in any way, make up for the fact that when it comes to solid results, our students
and our schools overall simply aren’t cutting it. Despite some promising State
reform efforts, this year's “State Fducation Performance Chart”—popularly known
as the “Wall Chart”—indicates that our performance on the whole is stagnating. I
said when the “Wall Chart” was released, and I'll repeut it to you today—the situa-
tion scares me; it should scare you too.

The State and local level reforms that have been implemented across this country
in the wake of A Nation At Risk are exciting and positive, but much still remains to
be done. These reforms must continue, must expand, must take root, and—most im-
portant of all—must work. That is what President Bush’s agenda is all about, and
that is precisely why I'm before you torlay urf'ing p « * the President’s Educa-
tional Excellence Act of 1989. If you look closely at the components of this bill,
you'll see that, for the most part, they are intended to help stimulate and .acourage
education reform through Federal seed money, targeted awards and grants, and ex-
patpded research that we hope will produce innovative and euccessful strategies for
reform.

Our proposed legislation would complement the work of the 100th Congress in
several important ways. First, it is based on the principle that Federal dollars
should help those most in need. Second, it would encourage schools and teachers to
strive for excellence and success by rec ing and rewarding educational progress.
Third, it would extend to parents who do not now have the opportunity to exorcise
choice in selecting schools for their children. And finally, it would encourage the
development of flexible systems to enrich the ranks cf the teaching profession.

Both President Bush and I are very proud of this legislation. The department and
the White House worked closely in shaping this bill, and we certainly app. xiate the
favorable reception you, Mr. Chairman, and others have afforded our proposals. We
want to work closely with you to ensure that these proposals receive serious consid-
eration and, of course, sperdy enactment.




6

Let 1ae just take a few minutes now and explain to you briefly the details of the
seven new p in the Educational Excellence Act of 1989:

* The Presidential Merii Schools program would provide cash awards to ac*i00ls
based on criteria related to un%roved student performance in basic akilis, cre-
ation of a safe and drug-free school environment, and a reduction in ‘he drop-
out rate. The legislation would authorize $250 million for fiscal yeur 1990, in-
creasing to $500 million by fiscal year 1993. Funds would be allocated to States
based in part on school-age population and in part on each State’s share of
funds from the Chapter 1 Basic Grant Program. Many schools are struggling
against difficult odds to create an environment for their students that is condu-
cive to learning. I believe we should recognize and reward the efforts of those
schools tc improve and provide encouragement for other schools to follow their
lead. The point here is a simple one—not to reward schools that have already
‘“‘made it"” but to reward those that are "making it" right now.

* Magnet Schools of Excellence would bring the many recognized benefits of
magnet schools within the reach of communities that might not qualify for the
d ation-related et Schools Assistance p recently reauthorized
by the Hawkins-Stafford Amendmeuts. This complementary program would
have the dual purposes of promoting oren enrollment through parental choice
and strengthening the knowledge of e smen and secondary students in aca-
demic and vocational subjects. To ensure that funds are available to benefit
children who are most in need, the department would encou applications
that recognize the ]gotential of educationally disadvantaged children to benefit
from et schoo pr?rams. I'm sure that all of you have seen the stories in
the Washington Post and perhape in your local newspapere about those parents
who line up for days outside local magnet schools in order to enroll their chil
dren. They do so0 for a reason—magnet schools work, and George Bush and 1
want to find ways to expand magnet schools and other examples of choice all
across thiu country. :

* Under the program for Alternative Certification of Teachers and Principals, the
department would fl;301-ovide assistance to States that are interested in expanding
the pool of talent froms which they draw teachers and principals. An authoriza-
tion of $25 million, for fiscal year 1990 only, would provide one-time sn.ntl to
States to support such activities as training, Frogram development, and evalua-
tion. This program would offer an incentive for States to design flexible certifi-
cation ms to draw into education talented professionals who have demon-
strated their subject matter competence or leadership qualities in fields outside
education. I believe many of our country’s scientists, engineers, and business
men and women would make outstanding and talented educators, and I would
like to see our school children benefit from their exper:ise.

* Through Presidential Awards for Evcellence in Emu'on awards of $5,000
each would be given to teachers who meet the highest standards of excellence.
Our achools are blessed with many teachers who are h;f motivated and com-
mitted to excellence. These teachers succeed ..ot only in im subject
matter knowledge, but also in mmlling in their students an appreciation of the
value and importance of educaton, and for this I believe they should be reward-
ed. For these Presidential teacher awards, the legislation would authorize 37.6
million annually.

. Drufﬁ'ee Schools Urban Emergency Grants would supplement programs cur-
rently supported by the -Free Schools and Communities Act. U school
districts are often roportionately affected by drug trafficking and abuse, I'm
sure you'd agree with me that the presence of drugs in our schools—and the
violence that £o orten attends drugs—is a national tragedy. This program would
authorize $25 million per year for one-time grants to urban districts experienc-
ing the most severe d problems. These grants would enable school icts
to undertake the kind of comprehensive action plans that we believe are essen-
tial if they are to eliminate the serious drug problems that affect the schools
and students within their boundaries. .

* For Historically Black Colleges and Universities, the President’s bill would
amend the Higher Education Act to provide additional support for endowment
matching grants. Historically Black Colleges and Universities play a vital role
in the American system of higher education, yet many of them are weaker fi-
nancially than comparable institutions. Over a four-year period, the bill would
authorize $60 million for granta that could be used to match private sector con-
tributions to the schools’ endowment funds. Income from the endowment funds
:puld be used to improve academic programs as well as institutional administra-

0n.
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* The National Science Scholars program would provide undergraduate college
scholarships of up to $10,000 a year {0 students who demonstrate excellence and
achievement in the life, physical, or computer sciences, mathematics, or engi-
neering. American students are just aot choosing to enter these professions in
large enough numbers, and the country is in da.nﬁar of suffering a serious short-
fall of scientists, mathematicians, and engineers by the year 2000. I believe this
program could help us avert that danger. The lﬁfislation would authorize $6
million for fiscal year 1990, increasing to $20 million by fiscal year 1993. Each
year, the President would select 570 scholarship recipients after considering the
recommendations of an advisory board and Members of Congrees.

Mr. Chairman, in concert with the many fine programs authorized by the Haw-
kins-Stafford Amendments, the programs contained in the Educational Excellence
Act of 1989 would greatly advance our efforts to achieve a better-educated America.
I urge this committee and the Congress to take prompt and favorable action on this
legislation. I al 0 urge you to take a look aroung you, to look at what's going on in
many of your ¢wn States.

Rhode Island recognizes the principle of merit schools in its “Governor's Schools
Program,” in which certain schools in high-risk areas receive additional funding to
improve the quality of their education. Providence has a successful magnet schools
program, and there’s a "Best and Brightest” program that awards funds to students
studying to be teacters,

The legisiati.e has appropriated $2.5 million for Educational Excellence
grants and At-Risk :“udents grants. The State is uctive in designing substance
abuse prevention curricula and has an Alternative Certification program at
State University for rural citizzus.

hio, magnet schoole programs are underway, and the legislature there has
seen bills introduced f.r programs to free excellent school districts from certain
State requirements r 1 to establish tests that can be compared across districts to
help improve accoun: abili‘y.

In Hawaii, the Stste Board of Education annually selects 50 teachers and two
principals to receive $2,000 awards each, hased on nominations by teachers and
school districts.

Illinois has a statewids math and science magnet high school. It is also studying
various choice programs across the country to see what'’s effective.

issippi has a statewide math and science magnet echool, as well s, several
programs that recognize outatanding schools.

In Maryland, 12 percent of Prince Georges County’s 104,000 students are enrolled
in magnet schools. Montgomery County alone has some 14 magnet schools. The Gov-
ernor's Academy for Mathiematics, Science, and Technology awards $1,200 stipends
to teachers who continue their education in math and science. Alternative teachin
rrograms may be found at the University of Maryland and Western Maryland Col-

e,

tah’s Governor has propased a “Schools of Progress” program and is piloting a
privately run teacher certificalion program at Brigham Young University.

I'm sure that Senator Thurmond is proud of the many excellent reforms that are
underway in South Carolina, a State that is one of the leaders in education reform
and innovation. South Carolina has, for example, programs for rewarding schools,
districts, and vocational centers that improve student verformance, as well as a
Teacher Incentive program to reward outstanding teachers.

I could go on, but my point here should be obvious—many of your own States are
Puuuing nnovations in education that are makinia difference. The President and

want to encourage this development through the reforms, rewards, grants, re-
t;gasgch. and innovations that you will find in the Educational Excellence Act of

Finally, Mr. Chairman, I would like to touch briefly on a subject that I know is of
vital concern to the members of this committee, To address the underlying causes of
student loan defaulis, I have promulgated final regulations on default reduction.
Those ations, and additional regulatory, legislative, and administrative meas-
:dree, ti. help address the major causes of default in all sectors of postsecondary

ucation,

These measures build on detault reduction actions previously taken by the de
ment, For instance, in 1986 we instituted stricter “due diligence” servicing and col-
lection requirements for lenders and guarantee agencies. Also, we have recent{{
hired new staff for the Office of Student Financial Assistance to review the compli-
ance of schools, lenders, and guarantee agencies with requirements of the GSZ

gram.
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Our initiative is based on the lrrinciple that each of the many participants in the

GSL bears a responsib itg for reducing defaults. Taking all these steps to-
fether. I believe we have a tough, but fair and workable, solution to the costly prob-
em of student loan defaults. And when I say “costly” I mean it in two senses: (1)
the cost to the taxpayer in wasted resources, and (2) the cost to thoee students who
are being cheated out of an education. This is why my appicach has also included
strong measures that will enhance “consumer protection.” )

Schools must shoulder their fair share of the responsibility. We believe the princi-
pal school-related cauess of the high default rates are: (1) enroliment of, and grant-
ux Federal student aid to, students lacking true ability to benefit from the training
offered; (2) inadequate educational aud support services; (3) inadequate job place-
ment efforts by institutions, and (4) failure to inform student borrowers of their
rights and obligations regarding student loans. The tory and administrative
actions I announced on June 1 are designed to address these problems, complement-
ing our pxl'liolr a:;tiault reduction activil:iﬁe‘lé hanges he “ability to benefit "

roug islation, we are pro c in the “ability nefit” provi-
sions so that, in order to be eggigloe. for Federal student aid, a student without a
high school diploma or a GED would have to pass a test of his “ability to benefit”
from the educational courses before he enrolls. These tests, in contrast to current
practice, would be designed and administered by an independent third party, desig-
nated by the Secretary. In this way, our rro would limit drastically the oppor-
tunity for unscrupulous schools to exploit the “ability to benefit” provision at the
expense of those people it was intended to he(l&‘

e principle means that schools use to draw many thousands of unsuspecting
victims into programs from which the cannot benefit, through misreprosentations
and other unscrufulous practices, is infamous commissioned salesman. Accord-
mgm our legisiative proposals would prohibit schools receiving Federal student aid
funds from using commissioned personnel to recruit or admit students.

We will also propose to expand the pro rats tuition refund requirement for bor-
rowers at schools with over a 30 percent dnfault rate, by m it apply to all Title
IV aid recipients, not just student loan borrowers. This would reduce further the
incem f:li ’chwl"thwt l¢;a::neenttx-mt!:e on iam-.olllax:xienta rail;:x; tha(xla oom;m These
pro ong with the rest of our legislative pac and our ry ap-
proach, should elp arrest the growing default rate and ensure that funds spent in
postsecondary education go for quality education and training.

This concludes my prepared statement, Mr. Chairman. Mr, Kolb, Dr. Dunn, and I
would be pleased to answer your questions.

Senator PeLL. Thank you very much indeed.

I would now turn to our ranking minority member, Senator
Kassebaum, for any statement she would care to make.

Senator KassgsAuM. Thank you, Mr. Chairman.

I vrg)uld just ask that my full statement be made a part of the
record.

I would like to commend you, Mr. Chairman, for your bipartisan-
ship in this effort not only for cosponsoring the President’s educa-
tional proposals but also for holding hearings and moving this initi-
ative right along.

I would also say that the importance of excellence in education
cannot be overstated. I am so pleased that President Bush has
made it a pillar of his initiatives, having said he wanted to be the
“Education” President. As you have heard me say, Mr. Secretary, I
think it's a great opportunity for him to utilize the office of the
presidency as a bully pulpit, because our Nation has enjoyed an ex-
ceptionally strong educational system.

ut we can’t afford to rest on our laurels, and no one has ad-
dressed this or understands it better than you, Mr. Secretary. As
the world is becoming more interdependent and more competitive,
we must rise to the challenges that this presents. The jobs of the
future will increasinily require skilled workers who are capable of
adapting to rapidly changing technologies.

-
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I would also like to commend not only the President’s advocacy
of education but also the initiatives in the area of guaranteed stu-
dent loan defaults. You have addressed that, and we will be ad-
dressing it further, but I think it’s very important.

Mr. an, I would ask that my full statement be made a
part of the record.

Senator PeLL. Without objection.

PREPARED OPENING STATEMENT OF SENATOR NANCY LANDON
KASSEBAUM

I am pleased to participate in this morning’s hearing on the Educational Excel-
lence Act of 1989 and on the administration’s guaranteed student loan default ini-
tiatives.

I was happy to have the opportunity to introduce President Bush’s education
package in the Senate. This measure has 86 cosponsors, including the distinguished
chairman of this subcommittee, Mr. Pell. I very much appreciate the spirit of bipar-
tisanship with which Chairman Pell has ap%roached this legislation, not only by co-
spo;woring the Educational Excellence Act but also by scheduling prompt hearings
on it.

The importance of excellence in education cannot be overstated Our Nation has
enjoyed an exceptionally strong educational system, but we cannot afford to rest on
our laurels. The world is becoming more interdependent and more competitive, and
we must rise to the challenges this presents. The jobs of the future will increasingly
re(llougiim more skiiled worke=s who are capable of adapting to rapidly changing tech-
nologies.

In this environment, we cannot remain stagnant. The proposals put forward by
President Bush offer some important guideposts for directing our efforts.

They provide that excellence in education and in teaching be recognized and re-
warded. They encourage experiment and innovation, and they seek to assure that
Federal education dollars are carefully targeted.

The President’s commitment to these principles and his strong advocacy of educa-
tion are to be commended. I commend, as well, his initiatives in the area of guaran-
teed student loan defaults.

The regulations recently issued by the Department of Education reflect a thought-
ful, fair, and tough approach to a problem which will cost taxpayers about $1.8 bil-
lion in this year alone. Well over one-third of guaranteed student loan expenditures
go toward defa.lt costs. It is ersential that this serious problem be addressed in
gz::er to :endantain the integrity of the loan program and tﬁe widespread support it

enjoyed.

The regulations emphasize constructive steps to be taken by institutions, based on
their individual default rates. The institutions are given a reasonable amount of
lead time in which to initiate reforms—with limitation, suspension, or termination
(LST) of program eligibility not taking effect until January 1991. In the meantime,
the department will be taking several other steps to address this roblem—particu-
larly when more refined dat~ about default rates becomes available in the coming
weeks. I also look forward to receiving proposed default legislation, which I under-
stand will be submitted later this month.

I look forward to hearing from our witnesses and want to thank Secretary Cava-
208, in particuler, for joining us today.

Senator PeLL. We are also honored to have the ranking member

of the full committee with us.
If you would care to make an opening statement, we would be
delighted.

Senator HarcH. Thank you so much, Mr. Chairman. I appreciate
that courtesy.

I am very happy to work with you and the distinguished ranking
member on this committee, Senator Kassebaum, to try to come up
with the very best in education. And I am pleased to be a cosponsor
of the administration’s bill with Senator Kassebaum.

o
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We welcome you, Dr. Cavazos. We appreciate having you here.
We appreciate the efforts that you have made. I have read your
statement, and I think it’s an excellent statement. Some of the
things you are trying to ao, I think, are long overdue. I just want to
exfress my appreciation for your leadershii) in this area.

also would like to say that I personally appreciate the distin-
guished chairman of this committee. He works long and hard to try
to make sure that we all come together to pass education programs
that are really worthwhile, and he deserves a lot of credit and has
deserved a lot of credit through the years.

Mr. Chairman, having said all of that, I would just like you co
put my formal statement in the record.

Senator PeLL. Thank you very much.

Without objection, your statement will be put in the record.

[The prepared statement of Senator Hatch follows:]

PREPARED STATEMENT OF SENATOR HATCH

Mr. Chairman, I am delighted to welcome the Secretalz of Education, Dr. Lauro
Cavazos, .5 the committee this morning as well as our other expert witnessce. This
is the kick-off of what I know will be a lengthy and thoughtful consideration by the
subcommittee of legislation intended to encourage educational excellence in Amer-
ica.

Wherever I go in Utah, citizens of my State tell me that they are concerned about
education. I have received letters from parents and students, alike, questioning the
adequ of the education we are providing for the next generation of Americans,
The business community has voiced its voncern about the ability of our educational
?wm to prepare our youth for the technologically advanced jobs of the future.

learly, we need to focus attention on the multiple issues in education, and we must
work with 3State and local school authorities to develop effactive olutions to the
problems of illiteracy, drug abuse, college financing, and providin~ .pportunities for
the economically disadvantaged and other special groups.

While I have. and will continue to support, various Federal programs to assist
States and local education agencies provide a quality education, I am still an enthu-
siastic supporter of local schoo! districts and their leaders. School board memhers
and superintendents all over America hold the future of their own sons and daugh-
ters in their hands. For that reason, they should have maximum flexibility to des
and mflement the educational programs they want for their individual communi-
ties. All the answers do not come from inside the Washington Reltway. And, there
is no reason the Federal programs we support to assist these State and local educa-
tion efforts have to be 80 complex and prescriptive that teachers and principals
must spend muus time filling out forms than teaching the children.

I want to compliment the Bush administration for its comprehensive “Education-
al Excellence Act,” of which I am pleased to be a cosponsor with the distinguished
ranking member of this subcommittee, Senator Kassebaum. This legislation address-
es several key educational needs, including the recognition and encouragement of
teaching talent, science and math education, support of Historically Black Colleges,
and the elimination of drugs from our schools. [ want to commend Secretary Cava-
208 for his role in developing this package.

Finally, I want to salute the chairman of this subcommittee, Senator Pell. He has
always willing to work in a bipartisan manner to achieve effective results. I
look forward to working with him, Senator Kassebaum, and the other members of
this committee on education legislation in the 101st Congress.

Senator PeLL. Now, the ranking members of the subcommittee
and the full committee having had an opportunity for their open-
Lng statement, I would like to go directly to a couple of questions

ere.

First, Mr. Secretary, as you know, our own legislation targets the
scl;g:ls. the banks, and the guarantee agencies with high default
rates.

15
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Why do the banks and the guarantee agencies escape such close
scrutiny in your own proposals?

Secretary Cavazos. Dr. Dunn, do you wart to open on that?

Dr. DunN. Senator, the department and the Secretary agree with
you completely that all the participants i1 the student loan pro-
gram should shoulder their responsibility-——the students, the
schools, the lenders and the guarantee agencies. Again, we agree
with you that they should all carry their fair share.

However, the department, as the Secretary mentioned in his tes-
timony, in 1986 enacted more stringent, what we call “due_dili-
gence” requirements. These are servicing or collection procedures
which are necessary for the lenders and thgrﬁuarantee encies to
retain the Federal insurance on the loans. That series of due dili-

nce requirements really hits the guarantee agencies and the
enders more sternly, in their pocketbooks than many people real-
ize. We believe that these new requirements really are working
and that they will help decrease defaults.

Also, because the department is concerned that access students
to iostsecondary education not be limited by measures which
might encourage restricting -.ccess, the department would be con-
cerned that enactin;, default management plans for either lenders
or guarantee agencies based on default rates might have the possi-
bility of discouraging those types of institutions from serving some
of the more at-ris ;;:)pulations.

So, we delivered that we had covered them, the londers and guar-
antee agency, previously. We were a bit reluctant to do it again
and in the way you suggest However, they did not totally escape
this time around either. There are four new things that the depart-
ment would require of guarantee agencies arnd lenders.

First of all, in the new final regulations, we require banks to
notify schools when their former students are becoming delinquent
on their guaranteed student loans.

We also require guarantee agencies to institute more reviews of
lenders and of schools.

We also, in the notice of proposed rulemaking, are suﬁfesting
that lenders will notify borrowers when their lcans are sold if the
sale of the loan means the student has to pay their check to an-
other institution. We thin'- that will help the default procblem.

And also we are suggusting, in our legislative nackage, that
banks institute a graduated repayment schedule. A lot of the de-
faults occur when a student has just left school, has started a job,
and is earning a lower income than he or she will later when he or
she has gained some earning power. And what at a minimum we
would require is that a bank, in the first year that a student is
paying back the student loan, offer a program whereby the student
could pay the interest only and then, perhaps also for the next
three years as their wages go up, pay slightly hisher payments.
Then, in the fifth through the tenth year, the student would pay
back a larger amount in order to complete the loan.

So we are doing other things in this package which affect lenders
and guarantee agencies.

Secretary Cavazos. Mr. Chairman, if I might add to that discus-
sion, which I certainly think clarified our position, overall we are
trying to make the point that everyone is in a partnership in this

EETEEN
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effort. It is not just the schools, the students, the lender agencies,
the banks, but it is all of us together. We believe our proposal is of
benefit to the entire Nation. r the years, an evolution of our
regulatory process has lead the department tc a position now that
is more encompassing. I think that this is almost the last phase of
this process.

It is really the first major overhaul of the effort in a number of
years.

Senator PeLL. Thank you very much.

I would add, Dr. Dunn, that we miss you on the committee, but
we are very glad you are where you are.

I would like to ask another question of Dr. Cavazos. That is, is it
your intention to implement the new regulations based, as I men-
tioned in my opening statement, on the 1987 data or will you be
able to wait until September and use the 1988 data?

Secretary Cavazos. Well, Mr. Chairman, it was not our intention
tc use that 1986 data.

Senator PELL. 1987 data.

hSecret«au'y Cavazos, 1987 data on that, nor do we intend to use
them.

Senator PeLL. All right.

Secretary CAavazos. And we are not going to use that to impose
ang penalty on any institutions.

ow, what we are really getting at here is that we will correct
any technical errors that are in the data and certainly we will
bring the data into line.

It does ﬂermit us to take one important action, using the 1987
data, which is to notifv those schools that have a high default rate
already that they had better start analyzing their default situation.
At the same time, we promise, Mr. irman, that we will work
with those schools to make sure that we ultimately arrive at the
same set of data before we start putting into place our imposed
penalties or taking other actions.

I want to emphasize again that in our original statement we did
point out that we needed to refine the data and we will continue to
do that. And we will by the end of the summer have a new set of
data that will be the basis for our future discussions relative to
where a school stands.

I would like to focus on one additional thought. We must focus
on the fact that student loan defaults are still costing taxpayers
$1.8 billion dvring the past year. And therefore, that is reducing
access to a guality education to a large number of our students.
That represents, as you know, Mr. Chairman, 87 percent of tle
total amount that we have available in those loans. To address this
problem, I agree that we must sharpen the data, and we will do
that, I promise that.

But the other side of it is we must not lose sight of where we
hope to go, and that is to really put in some requirements in there
that will benefit the students, that wil! benefit the institutions,
that will help us address this issue and just get that loan default
problem out of thr, way.

So I promise yo 1, Mr. Chairman, that we will clean that data up.

Senator PELL. Good. Thank you very much.

17
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I would now defer to the ranking minority member, Senato:’
Kassebaum,

Senator KasseBauM. Mr. Secretary, I would like to ask abor:¢ the
merit school proposal. I believe that the States would make the sz-
lections and set up the program, but you will design the criteria.
Could you elaburate a bit on how this would work?

Secretary Cavazos. All rifht. Well, actually we are looking at a
combination of Federal and State involvement. The merit school
proposal is an excellent proposal. Basically, what it does is not just
reward merit as such, but rather improv-ment or movement
toward merit.

As you recognize, Senator, there are a lot of meritorious schools
in this Nation already. They are doing good jobs and we need to
continue to encourage that.

But the schools targeted by this proposal will meet special crite-
ria. For example, these are schools that over a period of time will
turn arcund their drop-out rates, will improve their test scores,
will have a drug-free ~ampus, will have improvements in terms of
their students’ skill ievels in terms of writing and mathematice,
and other areas. In many cases, schools will be selected that are
com of student bodies that have sukstantial numbers or pro-
portions of students from low-income families. In other words,
these are schools that are going to take an extra step and they will
tru! r improve themselves.

Now, within each State, the presidential merit schools would be
selected by a special State panel using State and Federal criteria.
So, both will contribute to that pari. But what we are looking at
here, Senator, is a partnership between the State and the Federal
level to develop these criteria.

Senator KasseBAUM. And essentially just to recognize progress in
those areas.

Secretary Cavazos. Yes, ma'am. In significant areas where we
feel we must start turning around, this is a good way to say, we’ll
reward improvement of a school’s drop-out rate, improvement of a
school’s test scores—a host of educational improvements that this
program will reward.

Senator KasseBAUM. Funding for the program, which, would be
$250 million for 1990 and $500 million by 1998, would go to college
scholarships and various programs at the school, or equipment.
that correct?

Secretary Cavazos. It will go directly to the schools, and they
will make their decisions as to where they want to spend it consist-
ent with educational advancement. And I can think of a lot of
places, if I were a school administrator, where I would love to put
that kind of money.

Senator KasseBauM. Well, for instance, does the State get a cer-
taig amount of money based on the population of that State
an — —

Secretary CAvazos. It would be on a formula basis.

Senator KasseBaAuM. Can the States then select the number of
schools that they want? I mean maybe some would only pick one or
two, some States might pick five or six.

Secretary Cavazos. It's going to vary.

Senator KassesauM. Is that up to the States?
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Secretary Cavazos. Cha.lie, do you want to add to that?

Mr. KoLs. Yes. Basically we see this, as the Secretary said, as a
cooperative relationship with basic macro-Federal criteria that the
Secrets.y outlined and then the States would have an opportunity
to elaborate on that to meet their specific needs.

The State could then make its own selections, using these crite-
ria. But the State would be in the position basically to determine
the amount that each merit school would get. And they could do
this, for example, based on certain State-determined criteria that
would look at things like school size or economic circumstances of
the student body.

So we want to build flexibility into this program as well.

Secretary Cavazos. I might add, Senator, that we see this as
serving another point and that these r..= really model systems, ex-
cellent model systems, and the second piece of it is incentives for
other schools to excel. This is the direction we are going.

Senator KasszBauM. Well, I think that serves a very useful pur-
pose. I think many times that highlighting model programs is just
as valuable as offering financial incentives.

I would like to turn to alternative tearlier certification. I thir.k
that there is about $26 million requesied for that juitiative, which
is not necessarily a new idea. It i* one that has been around for a
while and has gone through various analyses.

What do you see the $2F million being used to do, and exactly
how would yo'1 envision *lie program working?

Secretary CAvazos Alternative teacher and principal certifica-
tion is a cornerstore of the Educational Excellence Act. As you rec-
ognize and the members of this committee recognize, we have a se-
ricus problem in maintuining a sufficient number of teachers in
very, very critical areas, particularly in the suburbs of matkemat-
ics and science, as well as increasing the number of minority teach-
ers. We have a very low number o minority teachers in compari-
son to the L.umber of minority students that are present in our ele-
mentary and secondary schools.

So the thrust of this legislation is to encourage the States on a
one-time basis to seek ways to provide for alternative certification
of teachers, principals, and administrators and to serk ways of
doing that in a very, very efficient sort of manner. At the present
time there are a variety of States that use alternative certification.
There are some States that do not have it.

It is our hope that as this money is allocated to all of the differ-
ent States, they will use those dollars, either to improve existin
alternative certification programs or to really look at the issus an
decide which direction to pursue.

Now, we are not saying that a teacher doesn’t have to have any
greparation at all tc becorie a member of the teaching profession.

ut States need to look at issues like how much more education is
required of & person in terms of formal teaching—should they use
a mentor system or a master teacher program, or a variety of these
strategies?

Charlie, do Iyou want to add anything?

Mr. Kovs. I think just to point out, Senator Kassebaum, Kansas
State University has experimented in precisely this area and has
an alternative teacher certification program, I believe, for rural

g9




156

citizens. This is exactly the sort of thing that the President and the
Secretary want to support.

Thie legislation would allow the funds to be used for a variety of
purposes and experimentation in different models of aiternative
certification programs.

Senator KAssgBAuM. So you will not give the funds to the State
itself, the State Department of Education, but you will give this
seed ;noney to, say, Kansas State University, if they apply for a
grant

Mr. KoLB. Well, the money will go to the States. The States
would apply for the amount of money that they would need based
on the proportion of their school-age population. That is basically
how the formula mechanism would work. And if there is any
money left over, the .ecretary could reallocate that.

Bui the $26 million is contemplated, I think, basically to be
available over a two-ﬂear period to encourage a number of the g;:
grams that are out there now. Some of the programs that the
retary . ..ntioned have been what I guess some people have charac-
terized as emergency certification, and I think alternative certifica-
tion is building on that concept but allowing a little more experi-
mentation to meet some of the needs that we know are present in
our educational system and will be present into the next century.

Senator KASSERAUM. As you say, this is just a one-time grant to
see how well it works and to encourage it?

Mr. KoLs. Available for a two-year period, yes. Yes, ma’am.

Secretary CAvazos. If I may add another point here, this be-
comes another model system. It f)rovides Federal leadership in
saying this is something that should be looked at, another way of
8;oviding mere quality teachers, into the Nation’s pool of teachers.

e would hope that the States will carry on from there.

Let me just remind all of us of our need to increase the numbers
of minority teachers. Almost 30 percent of our students ir elemen-
tary and secondary school today are minority children and only
about %1 percent of our teachers are minority ieachers, 11 or 12
percent.

And the other thing that is disturbing is the decreasing number
of minorities in the colleges of education who are preparing them-
gelves fur a teaching career. So this is another way, Senator, of
trying to address this important issue.

Senator KasseBAUM. Well, that’s true. I think it's really very dis-
turbing that we are not drawing students into education. I think
one of our biggest responsibilities is to enhance the professionaiism
of teaching, and that comes with better pay and a recognition of
the importance of that job. You know that, Secretary Cavazos,
better than anybody.

I just have one other question on the student loan default pro-
gram. As I said earlier, I really agplaud your efforts to try to ad-
dress this issue in a constructive, thoughtful fashion.

It is my understanding that your legislative package includes a
provision which would require a third party to administer a test of
ability to benefit. I would like to hear a little bit more about your
plans. For example, if you are going to contract out, who will serve
as this third party?
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Secretary Cavazos. Let me siurt the discussion on that, Senator.
I think it’s very, very imporiant that a student have an ability to
benefit if they are guing to ~o into uny educational program re-
gardless of its type.

At the precent time, there is an ability to benefit provision in
current law. However, the st:ient t~* s this test and must demon-
strate ability to benefit keep dur.: .he time the student is en-
rolled in a particvlar prograwn. Ti...efore, that means a student
can really enrol], start out, and be through the course before it is
discovered th.at the student is not going to benefit in this program,
and he or she drops out and this pr sents our educational system
with an enormous problem.

Whwt we are proposing is to develop a nationwide system where
there would be an independent set of people tc administer these
tes's to demonstrate ability to benefit, that the test be done before
the student enrolls, and that the person or the people applying the
test must be certified by the Secretary of Education.

That is the major thrust of that direction.

Is there anything you want to add to that?

Dr. Dunn. Yes. I was just going to add that the Secretary would
designate various independent agencies who would both design the
test and then administer it. The accrediting agency of the school in
which the student wants to enroll would determine what is a pass-
ing score on that test for the student in that particular program.

But we have some vrotections built in for the Secretary in case
students admitted under that criteria, under that procedure, would
not maintain the same graduation rate or the same job placement
rate as other students. The Secretary would then have an option to
be able to substitute another entity to determine the passing score
and the Secretary would be able to take in‘o account that gerform-
ance by the accrediting agency in reconsidering the agency’s status
on the Secretary’s recognized list.

Mow, one additional question that has come up is whether we
would require the test to be administered offsite, not in the school.
We have decided that the legislation we will propose is not going to
require that the test be administered offsite. We believe that if it is
administered on the school premises by an independent entity and
administered in its entirety, something like how ACT tests or the
SAT tests are now administered, this will protect us against abuses
that currently occur.

We thought long and hard about whether to require test admin-
istrated offsite of the school, but we decided not to b.-cause many
peogle who are experienced in dealing with the ability to benefit
students tell us that they are a little bureaucracy-shy, or a little
school-shy, and would not be happy about making too many stops
along the way to enrolling. So, we think we are getting the best of
both worlds. We are trying to help those students enter school, but
also to protect them and make sure that the tests that determine
whetl;elr they have an ability to benefit really are independent and
neutral.

Senator Kassepaum. When do you hope to implement this plan?

Dr. DUNN. We are sending this up in our legislative package.

Senator KassepaUM. So it could go into effect in the fall of 19907

"
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Dr. DunN. Yes, depending upon the effective date the Congress
enacts.

Senator KassgBAUM. I understand you will need to select con-
tracting agencies and work out how you will monitor the program.
It’s going to take some supervision at first, I would assume, to
make it work. It seems to me that it's a good and thoughtful con-

cept.

gecretary CAvazos. I think that this proposal provides consumer
protection, helping students and giving them guidance.

Senator KasseBauM. Well, just one other question. After you do
til:; i;xitial examination or review, do you follow through in a year’s
time

Dr. DUNN. We are not certain yet of the time, but we definitely
are going to require the schools to keep comparative rates on how
the students who take an ATB test, and pass it, and enroll do on
completion of the course, on getting jobs, whatever. We will use
that information for feed back to refine the procedure.

Senatur Kassesaum. But that could be after they complete their
college career.

Dr. DunN. But the ATB students mostly are enrolled in very
short-term programs.

Senator EBAUM. That’s true.

Dr. DunN. So it should have a short turnaround.

Senator KassesauM. Thank you, Mr. Chairman.

Senator PeLL. Thank you very much, Mrs. Kassebaum.

HTtlcllea Chair would now recognize the ranking member, Senator
atch.

Senator Harch. Thank you, Mr. Chairman.

I onlﬁ have one or two comments that I would care to make. One
is on the question of how you plan to consolidate or work out the
national science scholars am with the programs in science
and math education slready being done by the National Science
Foundation?

NSF provides awards to talented high school science students. It
makes me wonder if maybe you can’t hnild on that program with
yours or vice versa. I just dpomi: that out as somethinﬁ that may be
a coope::(i):ive program and would actually provide a little bit more
money too.

Secretary Cavazos. Well, Senator Hatch, I think certainly think
the programs that are sponsored by NSF are outstanding, they
truly are. And we work closely with NSF already and we discuss
these issues.

I think that this proposal proves another approach that we can
use to emphasize the need for more science and mathematics schol-
ars. I would prefer to see it housed in the Department of Educa-
tion, first of all because we really believe that student assistance
programs can be better coordinated through our department. We
already have existing financial assi tance programs. So we have
had quite a bit of experience in folluwing through and tracking re-
cipients of direct student financial assistance

en, on top of that, we have a lot of experience already in sci-
ence and math programs. For example, in the field of minority sci-
ence improvement programs, we administer the Patricia Roberts
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Harris graduate fellowship programs which plays a key role on this
issue.

Another important issue that we have to keep in mind is that
the Department of Education seis the tone and is a model for edu-
cation in the Nation. And I would like personally to see the Nation
recognize the department’s support of strong programs in mathe-
matics and science. So, for that reason I really believe they should
be housed over in our department. But, we certainly are going to
work, and we will always work, witl: our colleagues at the National
Science Foundation.

Senator HaTcH. Thank you.

You have in your package the drug-free schools urban emergency
grants. And I commend you for it, agree with it, and support it.

ut it i restricted to urban areas, and let me just say that rural
areas are not immune from having drug abuse problems. And they
are certainly not immune from the drug menace. So I hope the de-
partnif:zt will focus some of its anti-drug programs on rural areas
as well.

I might just also say that I presume that one reason why the
total sums in these programs are low is because you want to see
how the programs go and then we can come back and fight for
more sums later if that is the case. And I know you will be criti-
cized for not having grandiose, billion-dollar programs, and I pre-
sume that is one of the reasons why you want to see how these
things work.

Secretary CAvAzos. Senator, one of the most important roles of
the department is to provide strong leadership in education and to
indicate to the American people the direction wv believe the
Nation needs to go. We must work in concert with all of the States
and local areas to improve the quality of American education. In
many cases, as you point out so accurately, we are not asking for a
lot of dollars, But we help focus attention on keﬁ education issues.
It is not unlike, although the dollars are great, the issue of student
loan defeults, the $1.8 billion default problem. But certainly the
Nation’s attention is now fucused on that key issue.

I think it’s the same way in the area of drug abuse prevention.
We res the need for funding drug programs in rural areas. Our
$26 million request for fiscal 1990 and the next three years is
reallf' part of an overall Federal package to address this terrible
problem throughout our country.

In_addition, we have requested approximateé)(') $366 million for
the Drug-Free Schools and Communities Act. a lot of that, of
course, 18 directed into the rural areas. The Urban Emergency
Grants Initiative, therefore, is just part of our response to the issue
and the problem.

Senator HatcH. I am glad you brought that out because a lot of
pecple think that, you know, these may be minuscule programs be-
cause of the limited amount. But you have a lot of funds in various
areas that can be utilized to augment and help in these programs
as well. And the ideas that you are coming ug with are worthy
ideas ard you want to see how they work and you want to see
which ones are the most worthwhile ideas.

I like the ideas that you have, and I commend the statement of
the Senator from Kansas for being willing to promulgate these, and

23:




19

of course, my dear colleague from Rhode Island as well, in being
willing to help with them and do what he can to assist in them,
which he has always done since he’s been here.

So I want to tell you I appreciate the nice way you present these
matters. I am also glad to see Roberta Dunn here with you today,
and I welcome her to \his committee, the first time on that side of
the table, I guess. We're glad to.have you here.

Thank you, Mr. Chairman.

Senator PeLL. Thank you very much, Senator Hatch.

V:’le are honored in having the chairman of the full committee
with us.

Senator Kennedy.

Senator KeNNEDY. Thank you very much, Mr. Chairman.

I think I can say with authority that the Trump Shuttle is not
much better than the Eastern Shuttle was. [Laughter.]

The Secretary will have to take the frustrations out here.

Mr. Secretary, I want to weicome you.

I would ack that my statement could be a part of the record.

Senator PerL. Without objection.

[The prepared statement of Senator Kennedy follows:]

PREPARED STATEMENT OF SENATOR KENNEDY

I want to thank Senator Pell for hulding this hearing. And I am pleased that Sec-

retary Cavazos is here to discuss the administration’s education initiatives. It has
been scme time since we have had an administration that has been interested in
working with Cor:ﬁra- in a positive fashion on sducation.
. Six years ago, the National Commission on Excellence in Education culled Amer-
ice “A Nation at Risk”. Today, the need for educational improvements is more
urgeh nlt. thin el\lrer. Few things are as important to our national well-being as our
schools and colleges.

The Bush administration’s proposals will result in a modest increase in Federal
educational spending. I also commend the emphasis on merit, achievement, and
choice that are a central of the administration’s package.

The Federal role in education has historically focused on the economically and
educationally disadvantaged. We can, and will, do nothing that would endanger the
Federal commitment to these individuals. We must maintain that priority in any
legislation that moves forward.

e pro, legislation includes a provision to give families more opportunities
to choose the school their children will attend. The Senate included such a provision
in the Elementary and Secondary Education Improvement Amendmients of 1988, but
thloﬂ proposal that was enacted into law bore little resemblance to what we hoped to
achieve.

One of the moet successful educational choice programs in the country is the
“controlled choice” ﬁ:‘}f”“’ in Cambridge, MA that began in 1981. The Cambridge
initiative was launched in an effort to maintain school desegregation gains and to
halt the flight of middle and urper income families to the suburbe.

Under program, families choose the schools they want their children to
attend. Choices are honored depending upon the availability of s and their
bu:ﬂct on racial balance. All Cambridﬁsc ools must reflect the system-wide racial

huct?i.i):('limn five percentage points. Lotteries are used to assign students to over-
su p .

Between 1932 and 1986, 73 percent of all new pupils were assigned to their first
choice school and another 18 percent were assigned to their second or third choice.
Most important, enrollment and the racial balance of the schools are stable. This

rogram has worked well, and it can serve as a model when we consider the admin-
ration’s proposal for magnet schools of excellence.

Two other parts of the proposal are also of special interest. The concept of alter-
native certification of teachers and princi merit, but I hope tk -t it will be
considered in the context of other needed initiatives to enhance the mber and
quality of teachers.
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We also recognize the importance ot ,hening educational efforts in math,
science, engineering, and foreign languag . he administration’s reguest for a $5
million scholarship Frog'ram is just one smel part of what we need to do.

Finally, the regulatioas proposed two weeks ago on student loan defaults are a
worthwhile step in dealing with this difficult issue. They will focus attention on the
achools with the worst records and give other institutions additional time to address
their problems.

I look forward to Dr. Cavazos’ testimony on these issues, and join in welcoming
him to our hearing.

The CHAIRMAN. I want to welcome you, Mr. Secretary, to the
committee. We have some areas of difference, but there is such a
dramatic difference, I think, in the leadership you are providing
and being willing to work with both the Committee on Education,
the full committee, on many of these different matters.

I commend you also for the recommendations you have made on
the student loan program and our opportunity to visit about how
you reach those particular judgments and decisions.

I had the opportunity over the weekend to read Dr. Boyer's ex
cellent statement on the future of education that he gave to the
Business Roundtable last week. And all of us have more things to
read than we possibly can handle, but I would urge, if you do have
a few moments, to read through that. I thought it was an excellent,
excellent commentary by a ve., distinguished and thoughtful edu-
cator, and that I think is dealing with some of the broad-based
issues which your department is going to have to deal with.

I don’t want to go over some of the ground that has been covered
earlier, and I just received a note from my staff that perhaps some
of the areas I was going to ask you about in terms of the database
have been covered. I guess there have been some questions about
it.

Secretary CAvazos. Yes.

The CHAIRMAN. And I know just with regards to the schools in
my own State, the last time wi’zen we had Secretary Bennett, we
had a list of 198 schools, now we have 55, and the real question, I
think it's a fair one, is whether that database is the kind of credi-
ble database and where you can really move forward on.

We will work with you on that because I think we have to have
some real credible information if we are going to move ahead in
the ways that are going to be fair and do the job that I think that
you and we want to see achieved.

There is the program, I don't know whether you've talked about
the national student loan database. Thut is an issue that 1.as been
around for 10 years. You have difficulty in getting the schools a..d
colleges, require that they participate. But it does seem to me that
a lot of thought went into establishing that as a base. It hasn’t
been funded or supported, not just with “his administration, but
the rast administrations. We know what the problems are with
that program.

But it does seem to me that the department might be able to use
that and get the kind of cooperation from the various schools
which obviously is essential so that we can in the future really
move forward. You might review that and any of the arguments
for and against. I think there are increasingly reasons why we
should move in that direction.

23,
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Could you give us at least some idea about the Black colleges,
how .t?nany of those are above the 40 percent trigger in your regula-
tions

Dr. DuNN. Senator.

The CHAIRMAN. Glad to have you here, and I join with Senator
Hatch to welcome you back.

Dr. DunN. I'm glad to see you again, too. Thank you.

Let me state first of all that we do not believe any historic Black
college or university would be eliminated from the program.
Among the historic Black colleges that have over 80 borrowers,
there are only two that have default rates, on the old data, over 60
ggreent. Thirty of them have default rates L stween 40 percent and

notvcent.

Vs will work to make sure their default cohort rate data is accu-
rate. Also, any school has a defense to a limitation, suspension, or
termination proceeding, and that is what we call the Appendix D
defense. If a school implements a series of measures in Appendix D
of the regulations, measures which will help reduce the default
rate of its drop-out students, would help the students get better job
information and job placement, and would encourage the students
to know more and to be more responsible about their loan responsi-
gil;:tiu. and then some other internal measures, that would be a

efense.

Let me also say that last year, late in the year, the department
along with some of the historic Black colleges and universities de-
veloped a defaul* management program. It’s similar in many ways
to that develglged, that fine program developed by the National As-
sociation of Trade and Technical Schools and AICS. And at the
moment the department is also developing some software to go
along with that package.

So, we think that what this will do, the Secretary used the
phrase before, it will enhance the quality of education offered to
the students of Black colleges und give them a little more con-
sumer protection, too.

Secretary Cavazos. I would like to reassure you, Mr. Chairman,
that we are very, very sensitive to these issues. And I made the
point a number of times in the last few days, particularly as con-
cerns about our data have come up, that we are not going to act in
a precipitous manner and we will not be applying the 1986, 1987
data. Those were guidelines.

But it does put schools on notice, and we will work with all of
th{)se schools, and if someone questions that data, we want to re-
solve it.

The CHAIRMAN. All right. I appreciate the response.

Just moving on with regard to the merit schools, the concern
that some of us have is whether this is just going to result in good
schools getting better or whether it is really going to move in areas
where schools are really making important progress. The way that
it is constructed at the time concerns me in that it offers the oppor-
tunity for just schools getting better, and I would hope that maybe,
as | understand from the chairman and others, we are going to be
moving the legislative package and I hope that we might be able to
work with you to deal with that issue.
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I think the idea of merit and support makes a good deal of sense,
but we also know that if you’re having this important ts)rog‘ress in
some areas and some schools with heavy Chapter 1 and disadvan-
taged children, to get those schools receiving the kind of recogni-
tion I think is something that all of us, hopefully, could agree on.

Just again in the area of the science fellows, the concern that I
have on the science fellows going to the various States is probably
the people that would get that program would probably major in
science in any event and probably be gifted enough to get to school
in any event.

Now, maybe there is a difference on it, but the concern, at least
from my point of view, is to make sure that the people who get
that and are going to receive it are actually going to go into the
areas of education. And how we can best do that, I hope that we
will be able to work with the administration because it seems to
me just putting that out there, the limited program, can be helpful,
but whether we are going to get those individuals to do it.

I mean we are mindful of the Truman Scholarship Program, a
very beneficial program for people eventually to go into public
service on it, and we are not getting the intended result. A lot of
people are getting it but they’re not going into the kinds of public
service which I think most people who supported those programs
had hoped.

So I would hope that we would be able to work with you on that
measure. I don’t know if you have any reaction. I know that we
will talk with you.

I had other questions, Mr. Chairman. These are just some of the
points, but I would like to be able to work with the Chair and the
department on some of these areas.

We want to thank you very much. I will submit some of the
other areas on which I have questions.

We are moving along on the drug-free school program. There
have been some very interesting successes. I mean I know just in
my own State we have probably dropped greater than the national
average with regard to some substance abuse. And there are some
very important and significant successes, as others in our State
that haven't been as effective as they should.

But I think I want to thank the Secretary for being up here. I
wish we were able to do a little better in terms of the resources.
We may have some differences on those, about priorities and in-
creasing some of those areas of concern. But we are grateful to him
for his presence.

Secretary CAvazos. Thank you, Mr. Chairman.

Senator PrLL. Thank you very much.

Senator Cochran, I believe is next in seniority.

Senator CocHRAN. Mr. Chairman, thank you very much.

Mr. Secretary, some of the concerns that I heard expressed in my
State and here in the Washington area as well when the Presi-
dent’s groposals were first advanced was that these new programs
might displace or somehow diminish the commitment of support by
the administration for other programs that have proven to be valu-
able and helpful as we try to upgrade the quality of elementary
and sccondary education efforts.
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How do you respond to that concern? Is there a danger that our
approval of this legislation will somehow hurt other programs that
are important to the States?

Secretary CavAzos. Senator, first of all, I can assure you that
these programs will really be supplemental to current department
programs, The‘% will help out. They will extend our efforts in terms
of education. We are not step‘fing away from those programs that
have worked in the past an continue to be good models. That
doesn’t mean that we're not looking at all of our programs as we
should to make sure that they are effective programs.

But the $441 million in requested funding in the Educational Ex-
cellence Act is an add-on to President Reagan’s final budget, which
was for $21.9 billion. So we are not cutting our commitment to edu-
cation. We are really trying here to create some incentive sites,
some model demonstrations, some urging of States as to what they
should do and push them somewhat.

So that I feel that this is a very, very strong pro , although
not a lot of dollars in the national sense, but it’s a leadership step.

Senator CocHRAN. Well, I think that’s a good point to make, and
I am glad to hear you articulate that in the way that you have.

I was looking through your testimony and sort of adding up the
new authorization levels that would be approved if we accepted the
proposal as it is presented this morning. And magnet schools
doesn’t have an authorization level here in this testimony, but I
just quickly added up about $383 million of new authority and
assume that magnet schools would be about a $60 million program
in fiscal year 1990.

Senator PeLL. Excuse me. I have $422 million.

Senator CocHRAN. $422 million?

llzrir.ls KorB. $423 million with $100 million going to magnet
schools.

Senator CocHRAN. $100 million going to magnet schools.

Mr. Kois. Yes, sir.

Senator CocHRAN. That makes up the difference.

As a member of the appropriations committee, we are going to be
starting soon marking up individual appropriations bills, and es a
member of the subcommittee that has jurisdiction over education

rograms, I am g:ing to be very interested in seeing that we do al-
ocate some funds for these programs. I hope that we can proceed
with this authorization process in time for that to be on the books
so we can fund some of these programs for the next fiscal year.

But I also noticed that, for example, in the Chapter 1 program,
which is a program very important to the State of Mississippi,
which I represent here in the Senate, there is a request for an in-
crease in funding. I know President Reagan had requested in-
creases in funding of that program. And I am assuming that the
department is going to continue to support that program.

GJhat is your reaction to that situation?

Secretary Cavazos. Yes, Senator Cochran, we think Chapter 1 is
one of our most important programs we do. And you are absolutely
correct that we have been pushing in this direction. As a matter of
fact, I had the opportunity to reshape the department’s final
budget that was proposed as part of President Reagan’s package.
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This must have been in October after my arrival here in Septem-
ber. And we started looking at our entire budget, and there were
some places where I felt that we had programs that were duplica-
tive, or were coming to a close, or perhaps not as effective as they
shonld have been, and we were able to redirect almost $750 million
out of that budget pro , with a lgood Gpart of that going to Chap-
ter 1, a good part of that going to Pell Grants, and part of it going
into areas of need where we felt it was important.

So we do have a strong commitment to that, and we do the best
that we can in that area.

Senator CocHRAN. Let me just close with a comment about the
regulations and the proposed legislation dealing with defaults on
the loan program.

I am very encouraged by what I have heard this morning about
the sensitivity to some of these Historically Black Colleges and
Universities where the repayment rate has not been what we
would like to see. And I was curious as to whether you thought
there would be any danger of some of those colleges and universi-
ties losing their eligibility to participate in these programs.

But as I understand your comments, you don’t think that is
going to happy and that you have designed the regulations and the
pro legislation to try to help ensure that they don’t lose that
eligibility. Is that correct? Did I hear that right?

retary CAvazos. That's correct, Senator. Let me point out one
other thing. Again one of the first things I did when I arrived
here—at that time our regulations were already going forth—was
to call them back. And I said I wanted to put out a notice of pro-
posed rulemaking and to hear from the constituency out there.

I really did not estimate the full extent of the interest in this
area, because we received almost 3,400 responses to our proposal.
ﬁd the staff promises me faithfully they’ve read every one of

em.

And from that undertaking we were able, therefore, to work with
the entire academic community, the groups responsible in terms of
the programs, all of the postsecondary levels. And we heard people
out. And what we tried to develop, were new regulations that were
tough, that were fair, that had been well discussed, so that no one
would ever come in and say, well, you didn’t really discuss these
things with us.

Now, to the specific point that you made that a college is not
going to be automatically cut out. You are absolutely correct on
that. It's not going to be automatically cut off, We will meet with
those colleges. We will work with them. We will try to help them
to manage their default rate. And I promise you that we will take
into account the population of that college, its composition.

So, Senator, I feel very confident that what we have here «re
rules that will benefit students and move this country ahead in an
area where we desperately need help.

Senator CocHraN. Thank you very much.

Mr. Chairman, Mr. Chairman.

Senator PeLL. Thank you very much.

SeTh:e Chair recognizes Senator Thurmond, senior Senator in the
nate.
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STATEMENT OF HON. STROM THURMOND, A U.S. SENATOR FROM
THE STATE OF SOUTH CAROLINA

Senator THURMOND. Thank you, Mr. Chairman.

Mr. Chairman, I ask unanimous consent that my entire state-
ment appear in the record and I will present a reduced form in the
interest of time.

Senator PeLL. Without objection.

Senator THURMOND. I would like to take this opportunity to wel-
come Secretary Cavazos and his aides to this hearing.

M. Chairman, I commend you for holding this hearing on S. 695,
the Educational Excellence Act of 1989, as well as on the initiative
of the Department of Education that is being proposed to reduce
defaults in the Stafford Student Loan Program. I am pleased to be
tlagsgriginal cosponsor of S. 695, the Educational Excellence Act of

This measure embodies the authorizing legislation that is re-

uired for seven of the ten initiatives that were announced by
ident Bush in his stgsplemental message to the State of the
Union Address, entitled “Building a Better America.”

In this message the President emphasized that fproviding uality
education is fundamentally the responsibility of State and local
Governments. On this point, I strongly agree. Qur State and local
Governments must do all that they can to ensure that the citizens
of our Nation have access to an educational system of the caliber
thatidwill prepare them to compete in an increasingly complex
world.

American students should be second to none in educational
achievement. President Bush has demonstrated his commitment to
?uil i Sa 6vs;'gll-educm;ed America through proposals that are the

ocus of S. 695.

Mr. Chairman, this subcommittee is fortunate to have Secretary
of Education Cavazos before us today to discuss S. 695, as well as
the initiative that is being proposed by the De}m.rtment of Educa-
tion for the reduction of defaults in the Stafford Student Loan Pro-

gram,

I would also like to welcome Senator Glenn to this hearing. I am
ggnfi:l:nt that the subcommittee will benefit from your testimony,

nator.

In addition, I would like to recognize Miss Sheila Gallagher, who
is president of the South Carolina ¥ducational Association. Miss

agher is a very dedicated educator and administrator. I am

pleased to welcome her, and I regret that another appointment will
revent me from remaining for the entire hearing. However, I am
ooking forward to reading the testimony that is presented today.

Mr. Chairman, I == vitally interested in *his matter. Education
is the hope of the world. There is nothing more important than the
investment that we put in people through education. It is the best
investment that we can mafee.o

Dr. Dunn, although we miss you on the committee staff, I am
pleased to see you here today, in your new position as Deputy As-
sistant Secretary for Student Financial Assistance.

Thank you, Mr. Chairman.

(The prepared statement of Senator Thurmond follows:]

o)
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PREPARED STATEMENT OF SENATOR THURMOND

Mr. Chairman:

I woul. like to commend you for holding this hearinﬁ on 8. 695, the “Educational
Excellence Act of 1989", as well as the initiative of the Department of Education
t'iat is being proposed to reduce defaults in the Stafford Student Loan am.,

I am pleased to be an original cosponsor of S. 695, the “Educational Excellence
Act of 1989”, This measure e.nbodies authorizi.n%l islation that is required for
seven of the ten initiatives that were announced by dent Bush in supple-
mental meesage to the State of the Union Addrees entitled, “Building A Better
America”. In this message, the President emphasized that ‘Srovidir's quality educa-
tion is fundamentally the responsibility of State and lor governments. On this
point, I strongly agree. Our State and local gove-nments must do all that they can
to ensure that the citizens of our Nation have access to an educational system of the
caliber that will preg.re them to compete in an increasingly complex world. Ameri-
can students should be second to none in educational achievement.

President Bush has demonstrated his commitment to building a ‘“well-educated
America” through the following proposals that are the focus of S. 695:

¢ The establishment of a ‘“‘Presidential Merit Schools” program, that would recog-
nize, as well as reward elementary and secondary schools and teachers that
make substantial progress in educational achievement.

¢ The expansion of the * et Schools” concept, t enhance excellence in aca-
demic and vocational disciplines.

* The encouragement of States to formulate and place into action alternative cer-
tification ret}trxirements for educators, so that our students may have the benefit
of learning from those who possess a wealth of knowledge in specific subject
areas, even though they do not have formal trainmﬁ in teaching.

* The creation of the “greaident's Awards for Excellence in Education”, which
would provide an additional incentive for classroom teachers to excel.

* The establishment of the “National Science Scholars am’” to provide schol-
arships for students who have demonstrated academic achievement in the areas
of science and mathematics.

* The development and implementation of comprehensive approaches to address-
ing the Ero ler of drug abuse amung students throufh expansion of the “Drug-
Free Schools” State formula grant program to include ‘Drug-Free Schools—
Urban Emergency Grants”,

* Finally, an increase in funding for endowment granta for Historically Black Col-
leges and Universities.

Mr. Chairman, the subcommittee is fortunate to have Secretary of Education Ca-

vazos before us today to discuss S. 695, as well as the initiative that is beix:g gro-

by the Department of Education for reduction of defaults in the Stafford Stu-

ent Loan . Mr. Secretary, it is a pleasure to weicome you to this hearing.

Also, I would like to welcome Senator Glenn. I am confident that the subcommittee
will benefit from your testimony.

Additionally, I would like to reccsnize Miss Shelia Gallagher, who is the president
of the South éa.rolina Education Aseociation. Miss Gallagher is a very dedicated ed-
ucator and administrator. I am pieased to w.lcome her to this hearing.

Mr. Chairman, my schedule will not tg:rmii: me to remain for the entire hearing.
However, I shall review the testitaony that is presented with interest.

Senator PeLL. Thank you very much indeed, Senator Thurmond.

I would add that we hope to mark the bill up at the subcommit-
tﬁe level in about the middle of July, 13th of July, something of
thai, sort.

Secretary Cavazog, thank you very much for being with us with
your assoclates. And we wish you well.

The record will stay open for a few days so that any additional
questions any of my colleagues care to ask will be sent to you to be
answered for the record.

Secretary Cavazos. Thank you very much, Mr. Chairman. We
really appreciate your leadership and the o rtunity to present
t}l::nseksissues before the entire committee. To aYFgf you, my personal

Q 3{;1. .
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Senator PrLL. Good. Thank you veiﬁ' much indeed. .

4 Now Senator Glenn, I believe, will be appearing to give us his
ideas.

Senator KENNEDY. Mr. Chairman, I want to join in welcoming
Senator Glenn to the hearing. I had intended to have the opportu-
nity to hear him out. I am familiar with the theme of his testimo-
ny, and I think all of us who are committed to education, particu-
larly i the areas of greatest need in terms of the educa-
tion system, welcome him as a strong ally, I think. He has given a
lot of thought to this testimony. He has put his finger on some of
the areas of greatest need for our society.

I want to extend a personal word of welcome to him here, and we
look forward to working with him on the proposals that he is ad-
vancing today.

I want to thank you very much, John.

Se}x:ator GLENN. Thank you. I appreciate those remarks very
much.

Senator PeLL. Thank you, Senator Kennedy.

Senator Glenn.

STATEMENT OF HON. JOHN GLENN, A U.S. SENATOR FROM THE
STATE OF OHIO

Senator GLENN. Thank you, Senator Pell and other members of
the subcommittee, for allowing me the opportunity to testify this
morning.

Today, I would like to address the proposal I have made to estab-
lish congressional scholarships for science, math, and engineering
students, and I will also discuss briefly a similar proposal that has
been made by the President.

There are important differences between the two proposals. But
President Bush and I certainly agree on the most important
point—the need for a highly visible, prestigious, national scholar-
ship for the Nation’s young science students.

ow, according to many, education in this country is in trouble,
and some would say that we even have a crisis on our hands. I
happen to believe we face a particular crisis in science and math
education.

Mr. Chairman, if you challenge an audience some time back
home to say what they think the two things are that made this
country great, someone will say resources, of course. But lots of
places around the world have resources and the purple mountain
mgeet{ and fruited plain and all those things that we sing about.

ut I would submit that there are two things that really led us
into proeminence in a short period of time. And those two things
were: first, education, that was not just for the kids from the castle,
as it had been in earlier times in Europe and elsewhere, but educa-
tion that was for everyone.

And the second area is the s.rea of science and research, in par-
ticular. We learned the new things first and then we put them to
work in our society.

In those areas we are being icularly challenged in our own
time. And education is in trouble. And if we have a crisis, I think
we have a particular crisis in science and math education. One
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report after another confirms that the level of science literacy
iamong the general school-age population is almost embarrassingly
ow.

I ¥et especially concerned when I read that the children of our
chi; trg}(lle rivals routinely outperform our best students in science
and math.

Moreover, there is a growing concern that the U.S. faces a poten-
tial shortfall of well-trained scientific personnel. The (froportion of
American students studying in engineering, math, and the natural
sciences has been declining over the last decade.

In addition, demographic changes are looming ahead that could
exacerbate the shortage of scientific personnel. So we must du more
to encourage minorities, women and the disabled to enter the tech-
nical pipeline,

The world is becoming increasingly technological. The pace of
technological innovation moves faster than our abilit:r to produce
technical personnel. How is this country going to be able to com-
pete with our trading partners if we cannot produce the scientists
and engineers necessary to make internationally competitive prod-
ucts? And if we can’t compete, how are we goinito provide jobs for
our citizens or clean up the environment or fight crime or provide
health care or a myriad of other things?

For a variety of reasons, too many of our young people are not
interested in pursuing scientific careers, and we must do something
to change that.

We no longer live in an age in which spectacular scientific enter-
%risee capture the public’s attention, one event after another. The
U.S. space program in the 1960s comes immediately to mind. Noth-
in, y replicates its influence in sparking scientific curiosity.

y proposal to create congressional scholarships is a very
modest—repeat, modest—attempt to fill some of the void in our
culture today.

S. 184 is very simple. The National Science Foundation would
award college scholarships for the stud{uof science, math, and engi-
neering to one female and one male igh school senior in every
congressional district. This would spread it out all over the country
so there would be a focal point but it wouldn’t be just in Washing-
ton, or just in New York. It would be all over the country.

The scholarships would be worth up to $5,000 per year for four
years, Its principal aim is to raise the stature of science and scien-
tists and engineers in our Nation’s schools and to draw national at-
tention to the importance of a well trained technical workforce.

The scholarships would be an important symbolic gesture, too.
They would send a message to our young people in our schools that
science can be exciting, can be fulfilling, that science is a highly
valued endeavor, that scientists and engineers are critical to our
standard of living, and perhaps most important, that science schol-
. ars should be just as esteemed as the starting quarterback or the
homecoming queen.

Ernest Boyer, president of the Carnegie Foundation for the Ad-
vancement of Teaching and former U.S. Commissioner of Educa-
tion, recently testified on S. 134’s counterpart in the House that
has been submitted over there by Congressman Doug Walgren. He
said, “This bill is clearly a step in the right direction. It sends pre-
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cisely the right message—namely, that America cares about having
the math and science talent it needs to move confidently into the
next century.”

I should also mention that the American Association for the Ad-
vancement of Science and the Council of Scientific Society Presi-
dents have endorsed my proposal. Both groups cited the symbolic
importance of the scholarships.

holarships could also be used to leverage additional funding
from the business community to pay for more scholarships. For ex-
ample, companies or professional societies could adopt runners-up
for their scholarship winners.

Finally, I would like to briefly mention the important differences
between my proposal and the President’s proposal.

First, under m&lproposal the NSF awards ths scholarships under
the President’s Education Departmeni. It is my view that the lead
agency in the Federal Government in science and math education
should handle the program, and that agency is the NSF. It has the
respect and esteem of both the scientific and education community.
The NSF would lend the program the prestige necessary to have
the desired symbolic effect.

Second, under S. 134, the scholarship winners are nominated by
an independent panel of local scientists, engineers, and educators.
The President’s proposal would let each Member of Congress decide
who should receive a $40,000 scholarship. Using an independent
panel would ersure the integriig of the selection process and help
us avoid charges of favoritism. For these reasons and others, I per-
sonally would not want the responsibility of picking them. I doubt
that you would either.

Third, the President’s prcposal calls for only one award per dis-
trict. My proposal, two awards per district, one for a male and an-
other for a female. This is an important difference because women
have historically been under represented in scientific occupations.
Consequently, 1 believe my proposal is preferable on this issue.
Moreover, two awards would Kave a greater ripple e®fect in raising
the stature of sciences than one.

I conclude by urging the subcommittee to suppert this proposal. I
hope you cun. I am happy to work with you on any concerns that
you might have or alterations that you feel might be beneficial.

inally, I want to thank you again, Mr. Chairman, and the sub-
committee, for the opportunity to testify this morning. I would be
glad to answer any questions.

[The prepared statement of Senator Glenn follows:)

PREPARED STATEMENT OF SENATOR GLENN

I would like to thank my good friend, Senator Pell, and the other members of the
subcommittee for allowing me the opportunity to testify this morning.

Today, I would like to address my proposal to establish congressional scholarships
for nci:m:%. math;a(:lnatics. and engineering students. I will also discuse & similar pro-
posal by the President.

There are important differences between the two ’propocalu. But President Bush
and I on the most img?rtant point—the neod for a highly-visible, prestigious
national scholarship for the Nation’s young science scholars.

Acco to many, education in this country is in trouble. Some would say we
have a crisis on our hands. I happen to believe that we tace a particular crisis in
science and math education.
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One report after another confirms that the level of science lite among the
general school-age pogrllation is embarrassingly low. I get es y concerned
when I read that the children of our chief trade rivals routinely outperform our best
students in science and math.

Moreover, there is a growing concern that the U.S. faces a potential shortage of
well-trained scientific Jnmnnel. The proportion of American students studying in
engineering, math, and the natural sciences has been declining over the last decade.
In addition, demographic ¢ are looming ahead that could exacerbate the
shortage of acientific personnel. We must do more to encourage minorities, women,
ot o bl A e st i

e wor y ologiral. The pace of tecluiviogical inno-
vation moves faster than our ability to produce technical personnel.

How is this country going to be able to compate with our trading partners if we
cannot produce the scientists and engineers necessary to make internationally com-
Ptitive products? And if we can't compets, how are we going to provide jobe

or our citizens? Or clean up the environmens, fight crime, or provide health care?

For a variety of reasons, too many of our young people are not interested in pur-
suing scientific careers. We must do something to change that.

We no longer live in an age in which spectacular scientific enterprises capture the

ublic’s attention. The U.S. space program in the 1960s comes immediately to mind.
othing today replicates its influence in spar scientific curiosity.

My pro to create co onal scholarships is a modest attempt to fill some
of the void in our culture .

8. 184 is very simple. The National Science Foundation would award college schol-
arships for the study of acience, math, and engineering to one female and one male
high school senior in every congressional district. The scholarships would be worth

uptoSS,OOOPe:iyr;arforfoury \
Its principle is to raise the stature of scientists in our Nation’s schools and to
draw national attention to the importance of a welltrained technical workforce.
The scholarships would be an important symbolic gesture. They would send a mes-
sage to our young peodple and our schools . . . that science is a highly-valued endeav-
or, that scientists and engineers are critical to our standard of living, and, perhaps
most important, that science scholars should be as esteemed as the starting quarter-
back or the homecoming queen.

Ernest L. Boyer, president of the Carnegie Foundation for the Advancement of
Teaching, recently testified on S. 184's counterpart in the House. He said:

[This bill] is ~learly a ster i the right direction. [Tt] sends precisely the right mes-
sage—namely, that America cares about having the math and science talent it needs
to move confidently into the next century.

I should also mention that the American Association for the Advancement of Sci-
ence and the Council of Scieutific Society Presidents have endorsed my proposal.
Both groups cited the bolic importance of the ncholaugiju.

The scholarships could also be used to leverage additional funding from the busi-
nees communi t:fqy for more scholarships. For example, companies or profession-
al societies could adopt runner-ups as their scholarship winners.

Finally, I would like to briefly mention the important differences between my pro-
posal and the Preeident's pro .

under my proposal, the NSF awards the scholarships under the President’s
Education Department. It is my view that the lead agency in the Federal Govern-
ment in science and math education should handle the pr%nm And that agency is
the NSF. It has the respect and esteem of both the scientific and education commu-
nityi’oTl}:eel;bSth“ would lend the program the prestige necessary to have the desired
symbolic

Second, under 8. 134, the scholarship winners are nominated by an independent

ei of local scientists, engineers, and educators. The President’s pro would
et each Member of Congrees decide who should receive a $40,000 scholarship. Using
an independent panel would ensure the integrity of the selection process and help
us avoid charges of favoritism. For these reasons and ot"iers, I wouldn’t want the
“hird, the. Prosidence propesel calle T ard per district; my propossl
, the t's proj or o one aw per d pro ’
two—one for a male and another for a female. This is an important dﬁennoe be-
cause women have uistorically been under represented in scientific occupations.
Consequently, I belizve my proposal is preferable on this issue. Moreover, two
awards would have 1 greater ripple effect in raising the stature of sciences than
one,
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I want to conclude by urging the subcommittee to supg‘r:u my Iproposal. I am will-
Y»

hiot: work with you on concerns you might have. want to thank the
su

mmittee for the opportunity to testify morning.

Senator PELL. Thank you very much indeed.

Your proposal and the President’s are very similar, so I would
imagine that we should be able to work out a compromise. Yours is
$6.6 million. The President’s is $6 million. The only real difference
is you have this very good idea of requiring that there be one man
and one woman for each of the scholarshEirs, and the NSF to be the
administering agency as opposed to the Education Department.

Those differences would seem much less than many other differ-
ences we have had to work out in post legislation, and I would look
forward very much to a program of this sort.

Senator GLENN. I would be glad to work with the committee.

Senator PxLL. Senator Kassebaum.

Senator KassesauM. Mr. Chairman, I certainly think that it is
fittinf that Senator Glenn address this issue because he is a role
ino:lle for many who look to science and math and where it can

ead.

I found your comments interesting, particularly when you men-
tioned the selection process. It is my understanding that Congress,
House and Senate Members, would be involved in the selection.

Senator GLENN. The selection would be made in every congres-
sional district.

Senator Kassesaum. Yes.

Senator GLENN. But they would not be directly involved with it.

Senator Kassesaum. But you think indirectlly——

tl?enator GLn:leg'é:hey vt;anted to be directly invcilvet(‘l) wii:hl it ﬁn
other ways an icipate in trying to get people to ap y
drawing some attention to the scholarships, I think that wou dy cer-
tainly be very, very welcome. And the sc olarships can be in their
names, as far as I am concerned. But I wanted this to be something
that has a merit selection process to it. We want to encourage ev-
eryone to get into this.

Science can be exciting. It isn't all just being astronauts or any-
thing like that, but I know I have seen young people myself, seen
my own two children when they were studying science in high
school, come home and want to talk about some principle they had
been taught that day in scho.i. And it was exciting, and it can be
just as exciting as anything rise they study.

Hopefully, a focal point like this of selection all over the country,
being equ ai' spread population-wise because it would be in every
congression trict, this would put soine emphasis on this and
rg:l..e a focal point of attention that I think would be very benefi-
cial.
Senu.or KassesauM. I am like the chairman, I think there are
many ways that we could work, drawing a consensus from some of
your ideas and the President’s ideas.

arding your designstion of the National Science Foundation
as the administering agency, if the NSF were involved as a re-
source, would you have any problem with the Department of Edu-
cation being the administering agency?

Senator GLENN. You mean split it, have one do the selecting and
then the other the administering? I hadn’t really considered that,
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but that is something we could certainlﬁktalk about and look into. I

certainly wouldn’t rule it out. I would like to look at the details ¢ f
it. Maybe that would be a good way to work it.

Senator Kassepaum. I don’t think we're far apart on the concept
:’:d the importance of the issue. Thank you for addressing this

pic.

Senator GLENN. Thank you.

Senztur PerL. Thank you very much, Senator Glenn, for being so
patient.

Senator PeLL. We now turn to panel number one: Dr. David Ben-
aett, Mr. Larry McCully, Dr. Charies Thomas, Mr. Ron Marec, and
Ms. Sheila Gallagher.

If they would come forward.

I want to add here that because of the time constraints, we are
going to have to limit each witness very specifically to the five min-
utes that you were forewarned about, and most good ideas can be
got across even more quickly than that. Statements of any length
will be inserted in the record as if read, but I see the hour and
there is another panel that is even larger to follow you, you can
see, and both Senator Kassebaum and I have caucuses today. That
is why we have to wrap up as quickly as we can.

I imagine, I will just go from left to right. OK. I was urged to call
on Dr. Bennett first.

Dr. BENNETT. There is a light here that goes on and a loud bell
that rings. We hope none of yo - will provoke the bell.

STATEMENT OF DR. DAVID BENNETT, SUPERINTENDENT, ST.
PAUL PUBLIC SCHOOLS, ST. PAUL, MN, ON BEHALF OF THE
COUNCIL OF THE GREAT CITY SCHOOLS

Dr. BenNETT. Thank you, Mr. Chairman, members of the sub-
committee.

I ask that ?.H comments be included as well as my written testi-
mony in the full record of my presentation.

y name is David Bonnett. I am superintendent of the St. Paul
Public Schools and here representing the Council of The Great City
Schools, an organization 1 know, . Chairman, you and other
members of the subcommittee are very familiar with.

We are here to testify on behalf of the Educational Excellence
Act and applaud your leadership, Mr. Chairman, and general advo-
ca% for education.

ith your permission, I would like to make some general com-
ments about the legislation and then focus in on five specific ele-
ments of the legislation.

First of all, we would like to congratulate the administration on
this bill, but in general find that its scope and size is disappointing.
The proposal contains a number of worthwhile ideas, but we're let
down in light of last year’s campaign rhetoric and are skeptical
that the stagnation that Secretary Cavazos fears exists in our
schools will remedied with this legislation. We expected and
hoped for a more weighty and substantial proposal.

e counc.l would, however, favor moving this bill forward after
it has undergone debate and some substantial revisions. And I will
comment on the nature of those revisions.
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Second, with respect to the presidential merit schools act, this is
the oent:giece of the legislation, and it is intended to recognize
and reward public and private elementary schools that have made
substantial progress in increasing student achievement, creating a
safe and drug-free environment and in reducing the drop-out rate.

The premise of this is that the awards will act as incentives.
While not opposing this, and we think that the $250 million invest-
ed in this is unlikely to serve in the incentive fashion that is out-
lined and intended in the proposal. We think increased time-on-
t?;krtand more individualized attention will result in this kind of
effort.

We think that the legislation, as drafted, is too diffuse, too
random, and too remotely connected with performance to serve as
incentives in the way and manner that the Dade County program
in Florida does, and I would commend that particular program to
your attention.

As structured, these grants are not incentives; that is, promised
ahead of time and then awarded on the basis of performance. In-
stead, they are simply prizes and, therefore, are of dubious value in
gpurring the efforts of all schools. Having schools vie for prizes tri-
vializes the hard work teachers and students devote to learning
and gives education a certain “game-show” flavor.

Now, third, the proposal is likely to reward those schools most
apt to be making progress anyway. The bill does not require SEA’s
to take any of the factors that we think are most important into
account. The language here shifts from being directory to permis-
sive. I call your attention specifically to page 8, line 18. It is in
::ll;:? that the State criteria are outlined, and the verb “shall” is

However, when you get to the more specific references to the
‘““most needy students,” there the language on page 9, line 6, shifts
to the verb “may.” We think that shift, the verb shift, is intention-
al and is disingenuous with regard to the administration’s really
ls)eeisng that these factors of high need must be taken into account

y States.

In addition, we think that the proposal would contribute to sim-
plistic notions of measurement as equating to learning.

Our recommendations are to cause S. 695 to restrict eligibility to
Chapter 1 schools, those schools in greatest need, and require that
the e(l)iglble schools first develop plans and that these plans actual-
ly produce {)erformance at which time the grants, the meritorious
grants, would flow.

The Magnet Schools of Excellence proposal, the $100 million set
aside for this measure, we take extreme umbrage with because we
think it has already been fully debated by Congress in the last ses-
sion. In the course of your debate on H.R. 5 you set aside alterna-
tive curriculum schools as a funding source once the threshold was
reached of $1656 million in the desegregation magnet school efforts.
We believe that this was a well-reasoned and weil-thought-out
matter by the conference eement and would hope that this
aspect of the legislation not be funded but rather that the money
be transferred to Part B in the current magnet school program and
another portion, $50 million, to the urban drug education program.

r!,
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The alternative certification for teacher proposal was one we
commend, but think that it needs some additional effort that is evi-
dent in pro made by you, Senator Pell, as well as by Senator
Kennedy, that would provide for an increased number of tcachers
inlthe teaching pool from which urban schools in particular could
select.

Drug-free education and urban grants focus again is sc mething
we strongly support in this legislation. We think that it can be in-
creased substantially, however, in the transfer of money arrange-
ment that I outlined previously.

We also think that the urban definition needs to be made so that
schools serving at least 80,000 students would come under and fall
under that definition.

Finally, Mr. Chairman, we would hope for an additional piece of
legislation that would allow the establishment of a national insti-
tute for urban education research, some $50 million set aside for
that purpose. We think that the results of that research effort
could greatly direct the best enterprise of Congress.

Thank you very much.

[The prepared statement of Dr. Bennett follows:]

PREPARED STATEMENT oOF Dk. BENNETT

Mr. Chairman, my name is David Bennett. I am the superintendent of the St.
f"aul, %\ig,thhl#icﬁ&holoh_. thle second largest l;;vfstem in :ll:l; State and mi,ee l?:lf?h‘;
arges e Nation. I am pleased to appear before you this morning on o
the Council of The Great City Schools.

Currently in its 33rd year, the Courcil of The Great City Schools is a national
organization comprised of 45 of the Nation's largw. urban public school systems. On
our board of directors sit the superintendent and a board of education member from
each city, making the Council the only independent education group so constituted
and the only one whose membership and purpose is solely urban.

The Council's membership serves over five million inner-city youngsters, or ap-
proximately 12 nercent of the Nation’s public school enrollment. About one-third of
the country’s Black children, 27 percent of the Hispanic children and 20 percent of
the Nation's Asian children are being educated in our schools. Nearly 30 percent of

r children in the Nation are found in our forty-five cities.

, , I thank you for the invitation to testify before this crucial subcom-
mittee on S. 695, the Educational Excellence Act of 1989 and applaud your leader-
ship and advocacy for education.

ith your permission, Mr. Chairman, I would now like to offer a few general ob-
servations about S. 695, then follow with a series of more specific comments and
recommendations on five items in the administration’s proposal—merit schools,
magnet schools of excellence, alternative certification for teachers, drug-free schools
emergency grants, and research.

Firat, the Council of The Great City Schools would like to congratulate che admir-
istration on this bill, but in general we find the scope and size of it to be disappoint-
ing. While the proﬂoaa.l contains a number of wortg:rhile ideas, we are let down by
8. 695 in light of the build-up it received in last year’s campaign and skeptical that
it can correct the stagnation that Secretary Cavazos fears in our schools. We had
hoped for a far more weighty and substantial %rogoa.l

e Council would, however, favor movinq_til: e bill but only after it has undergone
thorough debate and substantial revisions. These revisions, general, should bring
the measure more in line with the crucial Federal role in education, and build more
:3 th:i work Congress has done in the last two years in elementary and secondary

ucation.

A. Presidential Merit Schools Act:

The merit schools proposal, the centerpiece of S. 695, has noble intentions, but
fails to r?rovide incentives for improved performance. The J)u of the Presiden-
tial Merit Schools Act is to and award public and private elementary and
secondary schools that have made substantial progress in raising achievement, cre-
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ating a safe and drug-free environment, and reducing the dropout rate. The
premise is that these awards will act as an incentive for improved performance,

While not opposing this feature of the bill outright, the Council is skeptical that
this is the best possible use of $250 million in Federal funds. First, it is unlikely that
the awards would act as incentives. Improved achievement results from increased
time-on-task, more individualized attention, and other variables. The awards pro-
posed here would be too small, too diffuse at the Federal level, too random, too re-
motely connected with tmr!‘o:-mmwe to serve as incentives in the same way that a
locally-based plan like that in Dade County, FL, does. There is no mention of LEAs
at all in 8. 895 even though they are clearly in the best position to structure incen-
tives and apur achievement.

As structured, these grants are not incentives, i.e., promised ahead of time the
awarded on the busis of performance. Instead, they are simply prizes and therefo
of dubious value in spurring the efforts of all schools. Having schools vie for prizes
trivializes the hard work teachers and students devote tv learning and gives educa-
tion a certain “game-show” flavor.

Second, the pro is likely to reward those schools most apt to be making
progrees anyway. There is little overt recognition in the bill of imbalances in aver-
age per pupil spending; in urban, rural and suburban differences; pover%hlevels,
and other factors that create difficult challenges to im&rove performance. The bill,
in fact, does not require SEAs to take any of these or other factors into account, the
language is strictly permissive. States would not be allowed to apply differing crite-
ria to public and private schools even if their demography and needs were totally
different. Moreover, regional and political factors would compel States to award
grants in ways that failed to the toughest challenges.

In addition, the proroeal would further contribute to the simplistic notion that
things easily measured (e.g., achievement test scores) and learning are one in the
same. Further, this measure would feed the popular stereotype that urban schools
do not have much of merit to offer, when in reality they are succeeding in many
cases against great odds.

Rew success is an appealing idea intuitively. But the Council believes that
this pro needs to be totally revamped. There is little in it that would seriously
assist in the current education reform movement. The Federal Government should
be focusing help on those schools and school systems where gains come hardest.

¢ Council Recommendation. Rewrite the merit schools’ prspoea.l to create locally-

incentives for improvement in schools with specific high levels of need.

* Council Recommendation. Amend S. 695 to restrict eli 'bili‘tiy for incentives to

Chapter 1 schools with low achievement and high need, and require that they
first develop plans for improvement around which grants are based.

B. Magnet Schools of Excellence:

This portion of the bill amends the Magnet Schools Assistance prggram by au-
therizing $100 million for magnet schools other than those tied to a desegregation
plan. Its purpose is to promote open enrollment through parental choice and to
strengthen academic achievement.

r. i the Council of The Great City Schools opposes this plan in its en-
tirety for a number of reasons. First, Congress considered a proposal nearly identi-
cal to this when it debated H.R. 5 last yecr, and disposed of it by authorizing “Alter-
native Curriculum Schools” once funding for the regular magnet effort reached $165
million. The conference agreement on this matter was not a mistake. The current
magnet schools progg:gz is a delicate balance between equity and choice factors that
should not be disturbed.

Secnnd, local school systems currently offer numerous magnet school programs
unrelated to desegregation. The Federal Government has no clear role in wrortm
magnet schools outside of their desegregation context. Such efforts are usually locaﬁ
priorities supported with local and State funds.

. tQaunctg Rmbill mmendation. Delete the Magnet Schools of Excellence (Part B)
rora the bill.

* Council Recommendation. Transfer 3560 million authorized under Part B to the
current magnet schools program and $60 million to the urban drug program.

C. Alternative Certification for Teachers:

The }l‘au:lpoee of this proposal is to increase the augply of well-qualified teachers
thro ternative certification routes. This is laudable, especially for urban
schools whose projected shortages are about 2.5 times the national average. Urban
schools are also badly in need of Black, Hispanic and South East Asian teachers.
Our average enrollment is about 70 percent minority but our average teacher
supply is about 70 percent non-minority.

40

§

. Ma




86

While the Council cm:u with the , we wonder about the solution. Many
school systems, parti ly in cities, use alternative teacher certification
measures as practical matter. We are able to attract very taleated individuals from
business and industry by waiving traditional certification requirements. But this is
: stop gap nppmcw‘d we question its being the sole proposal in this legislation
'or attracting new ors.

Federal legialation ought to be relying on the kind of comprehensive approaches
for a teachers a3 envisioned by Senators Pell and Kennedy in their respec-
tive pro ; L.e, loans waivers, future teachers, teacher aids and others. S. 695
sends the wron& message in suggesting that the only way to attract new talent to
teaching is to bypass the present teacher training, certification and organizing
mechaniams.

¢ Council Recommendation. Amend 8. 695 by incorporating teacher recruitment
provisions from other pending teacher bills.

D. Drug-Free Schools Urban Grants:

This provision of S. 695 would provide one-time grants to urben LEAs that are
ha the most severe problems. The Council of The Great City Schools
stro supports this addendum to the Drug-Free Schools and Communities Act of
1986. While communities of every kind are experiencing drug use, our major cities
are in a crisis of mﬁzaﬂng proportions. Yet, the Federal response so far been
legislation that provides precious little to areas most in need.

nder current law, Congress appropriates annually about $354.5 million national-
ly for drug-abuse education efforts, of which inner-city schools receive about $10.8
million, or 8.1 percent. Funds under this Act are not targeted where the need is
greatest, and the Act itself is terribly under funded.

Too many of our inner-city youag people are being lost to drugs. The futures of
urban wu are limited enough withou’ drugs, limited by poverty, neglect and iso-
lation. With drugs, however, our young are being trapped in a never-ending cycle of
despair. The proposal contained in S. 695 is an important step in addressing this
& lem, and a crucial ncoq’nltion of the unique challenges faced by urban schools

moving its students into the mainstream.

¢ Council Recommendation. Approve this part of S. 695 and increase the authori-
zation level for thurogram to $76 million. .
® Council Recommendation. Define “urban” as the largest central city in every
fttasa a;d any other central city’s LEA whose enrollment is in excess of 80,000
udents.

E. Research, Experimentation and Innovation in Education

The administration has also proposed an additional $13 million funnelled through
the F.LR.S.T. program for grants to States and localities to expand exm‘rimenu in
ie‘;lucabl;‘ilt':nal ui&nmti&n and di:t.gu lio:")}lllectéon. The Coundcfli.8 belli;xjea that this is i: (:id

ea but wo carry er by recommen a major expansion -
eral education research, icularly involving urban education.

Much of the national debate over educational quality is a discussion about urban
schools. The Nation’s failure of these youth will have enormons rgmifications for
the future of the country. Yet, precious little is known about how urban children
could best learn. We need to know much more about how the reform movement is
effecting the education of disadvantaged youth in the cities, how to disseminate
promising research into the classroom, how the current school-based management
strategies effect achievement, how various program stratailee work, how to improve
access to instructional technologiy—and how to improve the capacities of large dis-
tricts to serve as national labs for experimentation and evaluation. New research
supported by the Federal Government could help.

® Council Recommendation. Authorize $50 million for a National Institute for

Urban Education Research.

Mr. Chairman, that concludes our observations and recommendations on the Edu-
cational Excellence Act (8. 695). The Council of The Great City Schools will follow
with more detailed recommendations. We are largely disappointed with the proic:a.l
as submitted but beiieve that our recommendations, along with others you have
heard this morning, will result in a better bill. The problems faced by our Nation’s
public schools deserve a stronger Federal response than this bill offers. We hope
that a more promising response will emerge from these debates. .

I would be pleased to answer questions. Thank you for this opportunity to testify.

Senator PeLL. Thank you very much indeed. And when you see
your plane is going, you're excused any time you wish.
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Mr. Marec.

STATEMENT OF RONALD MAREC, PRESIDENT, OHIO FEDERATION
OF TEACHERS, CLEVELAND, OH, ON BEHALF OF AMERICAN
FEDERATION OF TEACHERS

Mr. Marec. Mr. Chairman, members of the committee, I am
Ronald Marec, president of the Ohio Federation of Teachers, an af-
filiate of the American Federation of Teachers, AFL-CIO. On
behalf of our organization, I wish to thank you for inviting us here
to present our union’s view on President Bush’s education initia-
tive.

We commend the President for his interest and commitment to
education. During the 1988 campaign, the President made educa-
tion a major national issue. It is our hope that the national atten-
tion resulting from the campaign will prove valuable for education
and inspire more Americans to take greater interest in education.

-President Bush’s initiative for change and improvement in edu-
cat’' = however, is a modest initiative. While we in the AFT d¢ not
be v that money is the sole criteria by which to judge this bill,
cle s it does represent, however, reform on a shoestring. It is so
smal. and circumscribed that in its current form it will have little
impa:t on the Nation’s schools.

&od intentions notwithstanding, the plan to reward outstanding
teachers would reach less than one-fourth of 1 percent of our Na-
tion’s public school teachers, even if fully funded. Thus, it is un-
}ikely to generate much enthusiasm among the Nation’s teaching
orce.

The bill raises the question of economic incentives as a way of
improving education. The President’s plan to reward outstanding
teacl}:grs is a method of providing a financial reward for good
teaching.

The merit schools plan, which would take up most of the funds
included in this package, is designed as a reward for schoos that
are doing well. The way the programs in S. 695 are conceived and
funded, however, they are unlikely to succeed in stimulating either
improved teaching or improved school performance.

e time has come, basically, to create a market incuntive for
school impro. 1ent, and we should try to create one that has a
ch};mcl: of generating a new dynamic in the functioning of public
schools.

The merit schools program focuses on improving traditional in-
dexes of school performance, lowering the drop-out rate, increasing
college admissions, increasing placements in jobe wivh career po-
tential, and reducing drug use.

All of these are laudable goals, yet, if each were accomplished
under the scope of this bill, very little would change in the ability
of America’s education system to meet the educational needs of the
late 20th century economy.

Unfortunately, the organization and structure of our schools has
progressed very little from the time when jobs in a strong manufac-
turing economy awaited those students who could not succeed in
school. If education reform simply means more and better of the
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current educational system, we will fail to prepare our youth for
the society and economy that awaits them.

It is time to do something different. The place to look for educa-
tional improvements is in the local schools and among the teachers
who work in them. AFT suggests that the merit schools plan in S,
695 be substantially modified and oriented toward locally based
education reform activities. If economic incentives are an impor-
tant source of innovation, then it’s time to offer significant econom-
ic incentives to the staffs of our public schools.

AFT urges that the time-line for improvement be changed to
allow time for planning and for trying something new. We suggest
a full five years before the first awards are made. Furthermore, we
urge that the awards be based upon the degree to which schools
have improved over the allotted time.

The bill allows a special consolidation category for schools with
hifh concentrations of disadvantaged students. Rather than a con-
solidation category, the program should create a competition which
rewards the schools wnich do the most to improve. This strategy
would require something that our society is not noted for, delayed
gratification, as we wait five years for results instead of having an
am;:lxsal extravaganza where tl{e victors are presented with their re-
wards.

The strategy would also require planning on the part of school
districts and the development of an evaluation technology that ex-
ceeds what is currently available.

Finally, we suggest that the funds whic:: would have been award-
ed on an annual basis be accrued so that after five years it could be
possible to present sizable cash awards of $10,000 or more for a
qualifying individual. States could match Federal funds or seek
business support on a school district-wide basis. If economic incen-
tives are good for the rest of the economy, why not apply the same
principles to schools in a meaningful way?

The AFT stands ready to work with this committee to iron out
some of the man{mdetax.ls that a plan like this would entail. It is
important that this legislation not be considered in haste. If the
plan, as adopted, has little effect on our Nation’s schools, the public
will become cynical about school improvement. A program with
little or no impact, simply because the Education President
couldn’t find enough resources for one that would work, would be
the worst possible outcome of this exercise.

The other parts of the President’s program also leave a lot to be
desired. And in my written testimony there is a short analysis of
the AFT’s positions on those matters.

With that, I would like to thank the committee for this opportu-
nity to appear before it.

e prepared statement of Mr. Marec follows:]

PREPARED STATEMENT or RONALD MAREC

Mr. Chairman, Members of the Commictee: I am Ronald Marec, president of the
Ohio Federation of Teachers, an affiliate of the American Federation of Teachers
AFL-CIO. behalf of our organization and If, I want to thank you for invit

. me here to present our union’s views on 8. 695, President Bush's education initi
ative,
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We commend the President for his interest in and commitment to education.
During the 1988 cam » the President made education a major national issue. It
is our hope that the national attention resulting irom the campaign will prove valu-
able for education and inspire more Americans to take a greater interost in educa-
tion—even if they don’t have children in school. S, 655 is dent Bush’s initiative
for change and improvement in public education. However, it is a modest initiative.
While we in the do not believe that money is the sole criterion by which to
judge this bill, 8. 695 is clearly reform on a shoestring. It is so small and circum-
scribed that, in its current form, it would have little impact on the Nation's schools.
Good intentions notwithstanding, the plan to reward outstanding teachers would
reach less than one-fourth of one percent of our Nation's public school teachers, if
fully funded. Thus, it is unlikely to generate much enthusiasm among the Nation’s
teaching force. The overwhelming majority of teachers would scarcely be aware of

e p 's existence.

8. 690 raises the question of economic incentives as a way of improving education.
The President’s plan to reward outstanding teachers it a method of providing a fi-
nancial reward for good teaching. The merit schools plan, which would take up most
of the funds included in this package, is designed as a reward for schools that are
doing well. The way the programs in S. 695 are conceived and funded, they are un-
likely to succeed in stimulating either improved teaching or improved 1 per-
formance. If the time has come to create a market incentive for school improve-
ment, we should try to create one that has a chance of generating a new dynamic in
the functioning of public achools. )

The merit schools. program in 8. 695 focuses on improving traditional indexes of
school performance—lowering the drop-out rate, increasing college admissions, in-
creasing placements in jobs with “career potential”’, and reducing drug usze, All of
these are laudable goals, yet, if each were accomplhﬁed under the scope of this bill,
very little would change in the ability of American education to meet the education-
al needs of a late 20th century economy. Unfortunately, the o tion and struc-
ture of our schools has progressed -ery little from the time when jobs in a strong
manufacturing economy awaited those students who could not succeed in school.

If education reform simply means more and better of the current educational

m, we will fail to prepare our youth for the society and economy that awaits
them. For many years now, our education system has been able to effectively edu-
cate only about 25 percent of the students who attend school. Through World War
LI, the dropout rate was about 50 percent, and only about one-quarter of our stu-
dents were educated well enough to succeed in college. Current indices of education-
al achievement, as reflected in the data produced by the National Assessment of
Education Progress, show that, while we have ~ut drop-out rate in half, still
only about ore-quarter of our students leave hig school with an education that pre-
pares them for college or complex trumﬁ .

It's time to do som different. The place to look for educational improve-
ments is in the local schools and among the teachers who work in them. AF& sug-
gests that the merit achools plan in 8. 695 be substantially modified and oriented
toward locally-based education reform activities. If economic incentives are an im-
portant source of innovation, then it is time to offer significant economic incentives
to the staffs of our public schools.

AFT urges that the time-line for ima,rovement be changed to allow time for plan-
ning end for t something new. We suggest a full five years before the first
awards are e, rmore, we ur&e that the awards be based upon the degree
to which schools have improved over the allotted time. S. 695 allows a & con-
solidation category for schoois with high concentrations of disadvan students.
Rather than a consolation category, the program should create a competition which
rewards the schools that do the most to imtg:':ve

This strategy would require something that our socie?' is not noted for—delayed
gratification—as we wait five years for results instead of having an annual extrava-
ganza where the victors are presented with their rewards. This strategy would also
require gnlannins on the part of school districts and the development of an evalua-
tion technology that exceeds what is available wf.‘f Finally, we » that the
funds which would have been awarded on an annual basis be accrued, so that after
five it could be ble to present sizable cash awards of $10,000 or more per
q individual. States could match Federal funds or seek business support on
a achool district-wide basis. If economic incentives are good for the rest of the econo-
my, why not apply the same principles to schools in a m way? The AFT
stands to work with this committee to iron out some of the many details that
a plan like this would entail. It’s important that this legislation not be considered in
haste. If a plan is adopted that has little effect o our Nation’s schools, the public
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will become cynical about school improvement. A P with little or no impact,
simply because the “Education” President couldn’t find encugh resources for one
that would work, would be the worst possible outcome of this exercise.

The other parts of the President’s program also leave a lot to be desired. I am
enclosing a short analysis of the AFT's views on the rest of S. 685. We hope that an
:Pportunity is not missed because of timidness. The public and the education profes-

on are ready to try something different. However, what is roposed in S, 695 is
&lt a little more of the same medicine that his not worked for the 26 years.

:l gope thiis record of relying on old bromides is about to change. This committee
could make it so.

ADDITIONAL AFT CONCERNS

Twenty-five million dollars for States to change their laws regarding tlie certifica-
tion of teachers is unnecessary. It is hard to see why States need money to change
their own laws. If existing licensing of teachers is an impediment to recruiting a
quality work force, why would the States wait for $25 million from the Federal Gov-
ernment before they revise their practices?

The facts are that ro amount of tinkering with State licensing will produce the
1.2 million new teachers needed to staff our schools. Financial incentives, utilization
of new learning tochnolog and increased professionalization are needed to meet the
shortage that is already affecting the schools.

The proposal for new magnet schools is a return to the Emergencf School Aid Act
that was repealed by President Reagan's budget cut bill in 1981. AFT supports
:laxn:it schools, but by themselves, magnet schools do little to improve our Nation's

ucation.

Scholarships for acience and math students are so small that the supply will
scarcely be improved. At the same time the Reagan-Bush budget pro to re
the existing Paul Douglas Teacher Scholarship pmfam, which provides $15 ion
per year for bright high school graduates who wish to become teachers. Math and
science students are in such short uulrly because elementary school teachers are
frequently under-trained in this area. approach to improving math and sci-
ence instruction is to start in a student’s formative years. 'Fhia requires a better
trained teacher force especially in the elemen: schools.

Twenty-five million dollars for -free schools is a dro&;n the bucket in the fact
of a massive national catastrophe, leaders report that most of the students
whose behavior can be ¢ by education on the rs of drug abuse are now
being reached. Unfortunately, some young people seem to have made an economic
decision about drug involvement in spite of the risks they know exist. These young
peopi» will not be swayed by anti-drug videos. The best method of ﬁﬁhttng drug
abuse qgabong the (AK) is providing them with a future—a chance for college and/or

a job.

conclusion, it seems that the compaign which called for an education “Renais-
sance” has foundered on the fact that education is not a real priority at all. Presi-
dent Bush's concern about the lives of children in our inner cities did not match u
to his desire to E:y for a cut in the capital tax or to pravide a $100 billion bail-
out for the crooks who robbed the FSLIC blind over the last few years.

Education, and a commitment to it, are a matter of priorities, as is evesything the
Federal Government does. It is clear from this ckage which tries to do t with
symbolic little programs, that education is pret y far down the list when it comes to
putting the resources where campaign rhetoric claimed President Bush’s hoart was,

Senator PeLL. Thank you very much indeed, Mr. Marec.

Mr. McCully, the president of the board of education of El
Dorado Uniﬁeg School District, El Dorado, KS.

STATEMENT OF LARRY McCULLY, PRESIDENT, BOARD OF EDU-
CATION, EL DORADO UNIFIED SCHOOL DISTRICT, EL DORADO,
K8, ON BEHALF OF NATIONAL SCHOOL BOARDS ASSOCIATION

Mr. McCuLry. Thank you, Senator Pell.

I believe you do have the full copy of my testimony.

Iam McCully, a school board member from El Dorado, KS,
and I am pleased to have this opportunity to testify on behalf of
the National School Boards Association.
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NSBA believes that President Bush’s education initiative, the
Educational Excellence Act of 1989, can make a positive contribu-
tion to the improvement of educational quality. However, several
key concerns must be addressed before local school boards can en-

thusiastically support this legislation.
First, it must wﬁzg,:hat S. 695 is limited in scope. It does
not address many significant and serious unmet needs of education

across our Nation.
In writing the book on what role the Federal Government should
Elay, this legislation is only a first page, in our view. Certainly, we

ope it is not the final chapter in what we believe is President
quhf: genuine desire to raise the Federal Government’s education
priority.

A second fundamental concern is funding. The administration’s
budget package funds this initiative at the expense of increases
necessary to sustain service levels for Chanter 1 and other success-
Zul programs for children with special needs. We cannot, therefore,
support subordinating ongoing services for s ial needs to the cre-
ation of a new program. We recommend the addition of funding
triggers to protect programs like Chapter 1 and handicapped educa-
tion against such fun?iﬁg shifts.

Let me make several specific recommendations on the substan-
tive aspects of the administration’s proposals.

First, NSBA supports the merit school concept of rewarding
schools which make progress toward improving educational quality.
But NSBA believes that the selection should place a greater em-
phasis on funding schools with high concentrations of disadvan-
taged students. We recommend targeting at least one-half of the
award funding to Chagter 1 schools.

Second, recipient schools should also be required to have a dem-
onstrated need or use for funds. Why fund schools that do not need
more money to succeed when there are many other schools in des-
perate need of additional dollars?

Third, the bill needs to 1‘éarovide a clearer role for the local educa-
tional agency in the award process. The bill does not recognize that
individual schools just use funds in a manner consistent with dis-
trict-wide policies, written contracts, and the educational objectives
of the school system.

Finally, we urge the subcommittee to consider combining the ob-
jectives. of this section with those of the unfunded secondary school

asic skills and drop-out prevention programs. That program is au-
tharvized at $400 million for fiscal year 1990 and could well accom-
modate a merit schools award component.

The Magnet Schools of Excellence Program has the admirable
geal of expanding educational choices for students and parents and
strengthening school programs. However, this proposal implies that
schools currently being operated with Federal assistance for the

urposes of school desegregation are not magnet schools of excel-
ence. Yet many, if not most, of those schools are widely
as models of educational innovation and excellence.

Another significant concern is that the Magnet Schools of Excel-
lence Program would divert funding from magnet schools that are
part of present desegregation plans. NSBA recommends that the
proposal include a trigger that would allow funding for Magnet
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Schools of Excellence only after appropriations for the magnet
school assistance program reached $200 million.

School boards are greatly aware of the need to expand the pool of
talented and motivated teachers and school administrators avail-
able to our public schools. We support Federal assistance for alter-
natives to traditional certification. One of the most significant ob-
stacles which prospective candidates for alternative certification
face is not addressed by this bill, and that is—financial support for
retraining. A Federal contribution for training, such as stipends,
loans or grants would greatly increase the feasibility and attracti-
veness of alternative certification.

But we must also note that alternative certification is but one
step among many that must be taken to assure that the Nation’s
schools have an adequate T:fply of well-trained professionals, in-
cluding minorities and specialists in math and science.

We urge the committee, and the administration, to pursue a
more comprehensive and well-funded effort immediatel{.

NSBA is also generally supportive of the J)rograms or presiden-
tial awards to teachers, science scholars, and the urban drug emer-
gency grants. However, it should be recognized that those helpful
programs are small and not by themselves a national solution for
ade?uate teacher compensation, the production of science scholars
or eliminating drugs in urban schools.

With the adoption of the recommendations which we have of-
fered, NSBA believes that the administration’s legislative package
can be a viable contribution to existing programs. But it is only a
preface to deﬁni.nﬁ;he vital role in which our Federal Government,
particularly an ‘“Education” President, must play in assuring edu-
cational pro§esa into the competitive world of the 21st century.
Because our Nation's educational challenge is so great, we urge the
administration to expand the scope of its initiatives and promote
them more aggressively.

Thank you again for the opportunity to testify before the sub-
committee today.

y Senator PeLL. Thank you very much indeed, and for your sugges-
ions,

[The prepared statement of Mr. McCully follows:]

PREPARED STATEMENT oF MR. McCuLLy

T am Larry McCully, a school board member from El Dorado, KS. I am pleased to
have this opportunity to before the subcommittee on behalf of the National
School Association (NSBA), which represents the 95,000 local school board
members acrose the country who set policy for the education of our school children.

NSBA believes that President Bush's education initiative, the “Educational Excel-
lence Act of 1989" (8, 695) can make a positive contribution in the improvement of
educational quality. However, several key concerns would need to addreased
before local school boards can support that legislation.

A fundamental concern, and it is one which is expressed throughout testimo-
M° matter of fun priorities. In this regard, we are concerned that the

istration has pro, to fund this legislation within a budget package that
would reallocate the funding increases necessary to sustain service levels for Chap-
ter 1 and other successful programs for children with s needs. At the local
level where implementation occurs, we cannot support subordinating on-going serv-
ices for s needs to the creation of a new program. Therefore, we recommend
the addition of funding triggers to grobect ngninut that.

Further, it should be recognized that 8. 635 is a limited ‘piece of legislation both in
terms of addressing the specific program needs which it identifies, and in terms of
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addressing the significant and serious unmet needs of education. Hence, in fulfilling
the role which must be ﬂh&mthe Federal Government, this legislation is only
the first in the book. , it cannot be the final chapter in what we be-
lieve is ident Bush's genuine desire to raise the Federal ernment’s educa-
tion prinrity.

Wigh these introductory points in mind, I would like to comment on the substan-
tive aspects of the administration’s proposals.

The stated purpose of the merit achool program is to reward schools which have
made progress toward (1) raising student achievement; (2) crea a safe and drug-
free school environment, and (3) reducing the drop-out rate. Although these are
laudatory leg’slative objectives, several concerns would need to be addressed before
NSBA can offer its support.

First, NSBA believes that tho basic criteria for the State selection of merit schools
should place a ter emphasis on funding those school sites which have high con-
centrations of van students. Since one-half the State allocation formula is

on low-income children, we recommend that the States be required to target
at least one-half of award funding to Chapter 1 schools. Further, recipient schools
should be required to have a demonstrats1 need or use for funds that are not other-
wise reasonably within the financiul capability of the school district to provide. In
this regard, although we fully agree with Section 4708(cX4), which effectively prohib-
its State departments of education from conditioning awards to their own program-
matic requirements, we believe the provision goes too far by implying that a school
can receive funds even if it has no plan or need for the particular amount of the

award.

Second, provisions in the bill relating to State criteria for m awards and for
gui the local use of funds are more specific to activities at the high school level
than the elementary or middle school levels. Accordingly, it is not clear whether the
emphasis is on the secon level, or whether aw to the elementary level are
not intended to have any federally legislated guidance. In addressing the secondary
level, we urge the subcommittee to consider areas of overlap between the objectives
of this bill and the yet unfunded Secondary School Basic Skills and Drop-out Pre-
vention Program which was enacted last year. That program is authorized at $400
milli ’or: for fiscal year 1990 and could well accommodate a merit schools award com-
ponent.

Third, the bill does not establish or address the role and responsibilities of the
local education ageni:{ in the award process. Under the pection relating to the local
use of funds, the bill does not recognize that individual schools should use these
funds in a manner consistent with the district-wide policies, contracts, and educa-
tiona! objectives of the school system. By failing to do so such unintended results
can occur a8 the contravention of court desegregation orders, inconsistencies with
union agreements, as well as inconsistencies with the overall policies and State
operational mandates that apply to the district as a whole.

Fourth, we have several questions relating to State administration. With five per-
cent of funds set aside for administration, $256 million per year would be spent for
that purpose at the fully authorized level of $500 million. Restated, assuming an av-
erage award of $100,000 per recipient, an administrative expenditure of $5,000 per
award seems excessive,

Fifth, the bill only allows avsards to be made to schools which have made progress
over some uns ed period of time. NSBA urges that school sites which have ex-
hibited sustained long term achievement be eligible as well.

Sixth, as I indicated at the outset, we urge that the program include a funding
mer to ensure that it results in an increased Federal commitinent, rather than a
ocation of funds at the expense of those existinrgaf)rograms tar%aeted to children
with special needs. Indeed, at a time of scarce Federal funding, we believe that this
g]xgger, as well as, the targeting recommendations, which we have made, are criti-
. In the absence of such provisions, the legitimate policy question can be asked:
Why fund schools that do not need more mone; to succeed—when there are other
pr&)\lgrams in desperate need of additional dollars
tle I, Part B of 8. 695 ¥ro a new program of Magnet Schools of Excellence.
This program has the admirable goals of expanding educational choices for students
3d ugtja:cegts and strergthening the knowledge of students in academic and vocation-
B .

However, the pro creates an invidious comparison with the existing Magnet
School Auistancmm, which this subcommittee reauthorized just last year as
part of the Haw tafford School Improvement Amendments of 1988. The pri-
mary purpose of the Magnet Schools Assistance Program is to provide Federal as-
sistance to the hundreds of school districts operating magnet schools as part of a
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d tion plan. While we assume it is unintentional, the title of the program

ro under S. 695 implies that et schools currently beinﬁ operated with

o ra{l assistance for the purposes of school desegregation are not magnet schools
excellence.”

This implication is not only unfortunate but also clear inaccurate because
many, if not most, of the magnet schools currently receiving Federal assistance ave
wide{r. as models of educational innovation and excellence, In fact, it is
achools such as those in Buffalo, NY; Montclair, NJ, and St. Paul, MN, that have
:lnadt: the case for the value of expanding educational choices for parents and stu.

ents.

Another significant concern is that the Magnet Schools of Excellence Program,
authorized for $100 million, would divert funding from magnet schools that are part
of desegregation plans unless a clear comniitment is :nade to also fully fund the ex-
isting magnetl schools assistance program. The president’s budget for fiscal year
1990 does not yequeet any increase in funds beyond the $118.6 million appropriated
in fiscal year 1989 for the Magnet Schools Assistance .

the current grant cycle, 140 school districts have applied for funds but the De-
partment of Education indicated it has on.tlz enough funds to award fifty-five
grants. Therefore, eighty-five school districts with magnet school programs that are
Em of desegregation plans will go unfunded at the same time that a new $100 mil-
ion program is t;lropoaed to fund additional school districts without desegregation
lans. Such a policy would not be equitable nor consistent with the longstanding
ederal commitment to assist school d tion.

Local school boards could not support et Schools of Excellence without a pro-
vision that gives special consideration to those school districts imdplemenlging deseg-
regation plans. In addition, a t r should be added that would prohibit new ap-

ropriations for Magnet Schools of Excellence until appropriations for the Magnet
School Assistance reached $200 million.

Title I, Part C would create a $25 million State-based program of assistance for
alternative certification of teachers antdagrincipals. School boards are greatly aware
of the need to exlpand the pool of talented and motivated teachers and school admin-
istrators available to our public schools.

In the next decade, large numbers of our most experienced educators will be retir-
ing while at the same time fewer top quality students are enrolling in teacher prep-
aration programs. Already serious shortages in the critical areas of mathematics
and science education have developed. In addition, the continuing decline in the
numbers of minority students attracted to teaching is creating a new crisis of abeent
:ole moltliell itl; many classrooms where demographic trends predict growing minori-

y enrollments,

We support this program to allow States to develop or expand on alternatives to
traditionafo certification for individuals who have demonstrated a high level of com-
petence in a particular subject area or in management or leadership qualities. We
make several recommendations to refine this pro .

First, the $26 million p does not authorize enough money to justify the in-
clusion of all fifty States. It would be more ~f an incentive to make larger grant
awards available to those States interested in applying on a competitive basis.

Second, making the proTram only one year in duration needlessly limits the effec-
tivenees of this initiative. It may take several years before all States are prepared to
avail themselves . this opportunity while others could benefit from several years of
sustained support. The program should be authorized for at jeast three years,

Third, one of the most s cant obstacles which prospective candidates for alter-
native certification face is cial support during the period of retraining which is
often required in the better alternative programs currently in operation. This is
often in addition to the prospect of a significant reduction in salary that is required
of candidates after they successfully make the transition to the teaching profession
from the private sector.

Clearly, a Federal role in underwriting some part of this transition through the
rovision of training stipends and loans or grants would greatly increase the feasi-
ility and attractiveness of the alternative route to many experienced and talented

peg&e currently in other occupations.

ally, we must note that alternative certification programs can only hope to
play a supplemental role in any serious comprehensive plan to improve the qualit;'
of school professionals. It will take many more steps to assure that the Nation’s
schools have a good progortion of well-trained minority professionals on staff and
sufficient number of math and science teachers to help our graduates be competitive
in the world economy. We urge the committee, along with the President, to pursue
such a comprehensive and well-funded effort immediately.
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The concept of a Presidential Award of $5,000 for outstanding tenchers is attrac-
tive. However, at an authorizad level of $7.6 million, the average fiate would be
limited to approximately 28 such awards per year. The point is, this funding level
would only reward one teacher out of 1,600 which we believe will vesult in a sub-
stantially less motivating factor than what the bill contemplatee.

In view of the limited funding contemplated for thmrogram, a $200,000 set aside
for a national award ceremony seems excessive, espec: ly since the current Teacher
of the Year program probably fulfills the public relations functions which the legis-
lation seeks. We have a comparable concern over the open-ended allowance for such
ceremonies in each of the 50 States.

The criteria listed by which teachers would be selected are targeted on excellence
in the area of special p , such as the disadvantaged or gifted, as well as on
curriculum innovation and other types of special programs, We do not object to the
specific items enumerated on the list, and we recognize that they are offered only as
examples. Nonetheless, we urge that this permissive list of guiding examples also
include teachers who have been outstanding succesces in teaching the “typical” cur-
riculum to “typical” children.

The proposed $5 million program for National Science Scholars will be a welcome
addition to the variety of ederaeleﬁrant and loan programs currently on the books.

Likewise, given the priority needed to eliminats drugs from the environment of
our youth, a new $26 million Urban Emergency Grant program presents a benefi-
cial complement to current Federal efforts.

With regard to grants for Historically Black Colleges and Universities, NSBA rec-
ognizes the need to assist theee institutions, and therefore supports viable efforts
toward that end.

Hence, in addressing Title I and III, NSBA is generally supportive. However, it
should be recognized that these helpful programs are small—which by themselves
are not a national comprehensive panacea to the production of national science
scholars or to eliminating drugs in urban schools.

In conclusion, the administration’s package is a well-intentioned step in the rl%ht
direction. With the adoption of the recommendations which we have offered, NSBA
believes that this pro can be a viable con\plement to existing programs. How-
ever, as we have indicated throughout our statement, this pro is but a down
payment in defining the vital role which our Federal Government, including an
‘Education” President, must play in assuring educational progress into the competi-
tive world of the 21st century. Because our Nation’s educational challenge is so
great, we urge the administration to more actively promote and expand its initia-

ives.

Meanwhile, NSBA would be pleased to provide the subcommittee whatever assist-
ance we can, should it decido to give further consideration to this legislation.

Thank you for the opportunity to testify before the subcommittee today.

Senator PELL. Dr. Thomas, incidentally, Senator Simon’s plane is
being delayed. He wanted to be here to introduce you. He asked me
to relay his good wishes to you, Dr. Thomas.

STATEMENT OF DR. CHARLES R. THOMAS, SUPERINTENDENT OF
SCHOOLS, ELEMENTARY SCHOOL DISTRICT 64, NORTH CHICA-
GO, IL, ON BEHALF OF AMERICAN ASSOCIATION OF SCHOOL
ADMINISTRATORS

Dr. THomas. Thank you very much.

Mr. Chairman, my name is Charles Thomas. I am superintendent
of schools of North Chicago Elementary School District, North Chi-
cago, IL. Our district is a district that has the distinction of being
the home of the Great Lakes Naval Training Station. So you can
see tg}&at we are heavily impacted, approximately 50 percent im-
pacted.

I am here also as the chairman of the Federal Policy and Legisla-
tion Committee of the American Association of School Administra-
tors. I am chairman of that committee. AASA is an organization
that represents over 18,000 superintendents across the country.

50-




46

Let me begin by thanking you for allowing us the opportunity,
those of us who run the schools and operate them throughout the
country, to make a few remarks before this subcommittee.

We are generally pleased with the education initiatives of the
President. However, we are concerned about the merit school pro-
gram because we believe that there is a legitimate concern that the
whole question of merit and how those schools will be judged can
stand in question. Schools serving middle or wealth{ students
would have an unfair advantage, we believe, over the less-advan-
taged schools.

I would like to spend much of my time, or the time that we ha- e
left, talking about perhaps some new ground because we believe
that while we welcome the initiatives in S. 695, Mr. Chairman, we
believe that the ideas are good but there are things that have been
left out in terms of providing the financial underpinning ne.essary
to make the initiatives that the President talks about a reality and
to make the programs that are already on the books a reality in
terms of their reaching their full potential.

We believe that in order to maximize educational opportunities
for all youngsters, we need to increase the discretionary pie that is
available to fund those programs. Now, while we talk about adding
programs, no one has talked about how we are going to provid? the
funding and where the funding is going to come from.

I represent the Federal Policy and Legislation Committee, and
our direction is very clear. We have stated as our position at our
January meeting that we believe that all existing Federal pro-
grt;a:lns need to be fully funded before any new programs are cre-
ated.

Mr. Chairman, we believe that you and your colleagues have an
opportunity to break new ground. You have an opportunity to take
a historic step by accomplishing the goal for reaching those chil-
dren in whose future our country rests. We believe that by creatin,
a children’s trust into which funds could be invested, which woul
be a dedicated tax for education out of which would flow the fund-
ing necessary to fully fund Head Start, the Chapter 1 program, and
the education for all handicapped and health care programs for
children and any new Federal child care initiative.

The specifics of the trust obviously cannot be outlined in detail
here, but we have that as part of the full testimony which you
have, and I would commit that for your consideration.

Given the fact that the public has been very consistent in polls
throughout the country saying that they would be willing to raise
taxes for education, we believe that a small increase in the income
tax, generating $25-30 billion per year for the trust, is politically
achievable. \

We also believe that this subcommittee is the particular body
that can most readily make the case for the children's trust to your
colleagues, since you are the guardians of the programs serving the
most vulnerable and the most valuable members of our society.

The children’s trust is an idea that was developed by Jules Schu-
%varman, who is the State secretary of social and health services in

ashington, the State of Washington. First, it would be acknowl-
edged that this would provide a long-term partnership that exists

..
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on b&half of children between the Federal, State and local Govern-
ments.

Second, it would be based on earmarked revenue source, which
we don’t have now. It's all in a discretionary pie, and that pie is
small and it has not enlarged.

Third, it would create a network of programs designed to sever
the crippling connection that now exists in our society between op-
portunity and family income.

Fourth, it would provide a basis for expanding child care to all
families wishing to participate.

We offer, Mr Chairman and members of the committee, what I
believe is a very modest proposal. What our Nation faces if we con-
tinue to ignore the demographic profile of the children in whom we
must invest to expand our economy and to keep our factories run-
ning, it is certain that they will slip into sccond- and third-class
citizenship status.

For the sake of the Nation, for the sake of the children, we urge
you to incorporate the children's trust concept into S. 695.

Finally, Mr. Chairman, I would like to state once again that we
believe that the ideas contained in S. (95, as they now stand, are
Jood ideas, but we need a foundation to sustain them if they are to
helphour Nation achieve the long-term success. Thank you very
much.

Senator PerL. Thenk you very much, Dr. Thomas.

[The prepared statement of Dr. Thomas follows:]
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PREPARED STATEMENT OF DR. CHARLES THOMAS ON BEHALF OF
THE AMERICAN ASSOCIATION OF SCHOOL ADMINISTRATORS

Mr. Chairman and members of the Subcomittee, my name is Charles Thomas, and I
am Chairman of the Committes on Federal Policy and Legislat."n of the American
Association of School Administrators, the organization representing the more
than 18,000 local superintendents and school executives on whose behalf [ am

testifying today.

Let me begin, Mr. Chairman, by thanking you for giving those of us who
aotually operate local schools an oportunity to appear before you today. We

are grateful for the leadership you have shown for education over the years.

At the time the President unveiled the programs proposed in S. 695, we
weloomed his emphasis on Merit Schools, presidentizl exoellence awards, math-
soience scholarships, drug-free schools and Historically Black Colleges and
Universities. The only aspact of his program with which we might disagree are
the Magnet Schools of Excellence, which we believe are a duplication of
programs authorized in "Alternative Curriculum Schools,” Seotion 4606 of

Public Law 100-297, the Hawkins-Stafford Amendments.

With respeot to Merit Sohools, we believe awards must be balanced, so as not
to discriminate. Sohools serving middle olass or wealthy students would have
an unfair sdvantage over schools serving less advantaged stucdents. Merit, to
be balanced, sust be based on gains for at least the first few years. Second,
the means for determining what ls "merit" must be clear and fair. The ooncept
of merit awards is wonderful, vut there is no current standard of merit that
has a national consensus. Problems with cultural and sexual bias exist with
standardized achievesent tests and the tests, generally, are no more related

to sucoeas in life than other measures, such as family income. The basis for
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merit would be i great topic for a national educational polioy debate.
Business, academe, politiocal leaders and educators oould, in faot, probably

agree on aerit and produce the yardstioka.

We believe that through S. 695 you oan continue to shape federal programs to
make them consistent with sohool refurm efforts {n states and school
districts. These efforts emphasize the professionalization of education, the
elimination of exocessive bureaucracies, and the involvement of parents and
business leaders in schools. Profess -nalizing education is a long term
process that includes attraoting the best with high salaries and excellent
working conditions, rigorous undergradua“e and professional preparation, a
life-long commitmert to professional growth, and & work environment that
requires partioipation in professionul decisions. To the extent that you
shape S. 695 in a way that reinforces those practices and truats educators co
fulfi.l their role without .he burden of exoessive federal and state

preacriptiona, you will enhance education and the lives of children.

While we weloome the initiatives in S. 695, Mr. Chairman, we who administer
local sohoola respectfully suggest that this legislation is incomplete. A3
now stands, the programs in this bill represent the ioing on a cake that has

not yet been baked.

\] .
The President's proposals ssem to be a rehash of programs now in place in one

or more states. Governor Thomas Kean warned in the forward to Results in

Education 1987, “Thoss who would be president should spesk to national needs
in education, but should not just recast gubernatorial programs.” An

examination of the programs in the President's proposal finds that Merit
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Sohools looks & good deal like the A+ program of Governor Robert Orr of
Indiana; the initiative on deregulation looks like the proposal of Governor
Roy Romer of Colorado to develop creativity zones; ths proposal on alternative
certifioation is very similer to the proposal of Governor Thomas Kean of New
Jersey; and the proposal on teacher recognition follows the programs 3f many
states and local school boards, but probably Lamar Alexander of Tennessee
should be given credit. The states are already addressing the ideas in the
President’'s proposal. The national need to addresa the burgeoning nunber of
poor ohildren, childrn born drug addicted, and children who lack quality
child care i3 not addressed by the Preaident or as yet by Congress. It is the
National problems of ohildren that AASA submits should be added to S. 695.
The states are doing fine in addressing the subsets of education poliocy, for

which they, after, all are oconscitutionally responsible.

It is a disgrace that in 1986 family income {8 still the bast predioctor of a
child's life opportunities and educational achievement. AASA would like to

issue a call to sever the connection between inoome and opportunity.

The Department of Education and the Department of Health and Human Services
ourrently administer a handful of powarful, existing programs--programs that
we know deliver solid results for ohildren--but which are not having the
impact they should, because of a lack of federal dollar commitaent.

The AASA committee I chair, Mr. Chairman, oclearly established our position on

this issue in January when we stated that the federal government should "fully

fund existing educational programs," before any new programs are creéated.
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You and colleagues have the opportunity, through this legislation, to make
sure that the commitaent to disadvantaged young people. to the federal role of
proacting equity and equality in education, i3 carried to fruition. It is s
goal to which we all aspire but the attainment of which is frustrated by the
explosive growth of spending on defense, entitlements and interest payments on
the national debt, and the concomitant shrinking, under Gramm/Rudman/Hollings,
of federal discretionary spending. 1 ask you to recall that there are no
sntitlements for poor or handicapped young children ln education; every r'kle

of elementary and secondary educatlon funding ls discretlonary.

You can take an hiscorlc atep toward accomplishing the goal of reaching those
children, whose future is our cconomy's only hope, by crcating a Children's
Trust into which could be invested funds from & dedicated tax for education,
and out of which could flow the funds necessary to fully fund Head Start, the
Chapter 1 progras of compensatory education for disadvantaged children, the
Eduocation for All Handicapped progran, hnltp care programs for children, and

any new federal child care initiative.

The specifios of the Trust obviously would have to be negotiated between this
Committee and the Finance Committes. We believe that funds for the Trust
should derive from a permanent, progressive tax, the revenus from which would

be dedicated to the Trust, much like Socisl Security and its tax.

Given that the public consistently states in national polls that iy is willling
to pay more taxes for education, we 'boucvc 4 smal) increase in the income
tax, generating $25 to $30 billion per year for the Trust, is politically

schievable. We also believe that this Committee ias the body that can most
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readily make the case for the Children's Trust to your colleagues, since you
are the guardlans of programs serving the most vulner.jle and valuable members
of our society. You know that if we fail now to invest in them, we will have

no future.

The Children’s Trust--as we have sketchily outlined here and as Washington
State Secretary of Social and Health Services Jule Sugarman has proposed in

far greater detail--would have several key elements:

First, it would be an acknowledgement of the long-term partnership that

exists on behalf of children between federal, state and local government,
Second, it would be based on an earmarked revenue source.,

Third, it would create a network of programs designed to sever the
crippling connection that now exists in our scoiety between opportunity and

family inoome.

Fourth, it would provide a basis for expanding child oare to all

families wishing to participate.

What we offar, Mr. Chairman and members of the Subcommittes, i3 a modest
p;opoul. What our nation faces, if we continue to ignore the demographic
profile of the children in whom we must invest to expand our economy and keep
our factories running, is & osrtain slippage to second or third olass economio

status.
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For the sake of our nation, for the sake of our children we urge you to

incorporate a Children's Trust into S. 695,

Finally, [ would like to state, once again, that we believe the ideas
contained in S. 695, as it now stands, are good. But they need a foundation

to sustain thes, if they are to help our nation achieve long tera success.

THE CHILDREN'S TRUST
Executive Summary
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improvement. mmmmmwhnumummmunya

Causs they are trapped wmwmnmmwmwwwmu
with ideas 8 to how new funding might be derived.
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Schematic A

Revenues and Appropriations
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Mandated General
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1
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Schematic B

Listing of Part A and Part B Programs
and FY89 Appropriation Levels (In Millions)

(from Presdient's Budget)
~ PartA Part B
Social Security Act
Service Programs Continued
Title Iv-8  Onuid Weltare $ 29 Sducation Pragrems
Title V-0  Owid Support and Paternity %8 Educationfc  + Handicapped 17910
® @Iv:E  Fotter Care and Adoption 1078 .
. Educauon (. - Onadventaged 45130
eV Maternal and Chuld Heaith 6!
Tile XIX  Medicad ¥ 4661 Votauonal and Aduit Education o8t 1
Title XX Social Services LeN1 ¥ Retearch 8o
Total, Part A $ 08518 Special Program 2,901 2
Other
Non-SoPc‘i:} gecu rity ::;:G' ""’ :
Act Service Programs Missing Chuldren 40
National institute for Chuid Heaith
and Human Development {1
Human Development Services Towi, Part 8 $20,254 4
Head Stant $1,2080
Runaway and Homeless Youth %0 Services Not inciuded (Note)
Chuid Abuse 160 Tnbal Health Services
Dependent Care Pancung 80 Food Stamps
Family Vioie:ce Grants (B AFDC
Developmental Disabslities 780 Commy'rity Health Centers
Health Services Migrant Heaith Centers
intant Mortahity 200 Alcohol, Drug Abuse and Mental Health
Immurzations 1020 fafuges and Entrance Asstance
Adotescent Famuly Life 7 Fhgher Education
Family Panning 1400
Food Programs
Special Milk 20t See Appendia A for detaled program accounts
Chuld Nutrition 47620 -..mdu these gonoull budgetary categories and
WIC Suopiemental Faeding Programs 1,931 2 or ccounts not included
Work Prograris
Summer and Youth Empioyment 7180
Feveral job Corps 6500

¥ Esumated amounts for children. youth and families a4 distines from services to the elderly
B Esumated expenditures for maternal and child heaith within the Medicard progtam Trust fund
would be imited 10 state share of Medicaid funding
NOTE  Thew programs serve children and youth, but separats inancial data are not yet available
AFDC and F000 Stamp programs are excluded from Trust funding
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FINANCING CHILDREN'S SERVICES:
A PROPOSAL 1 O CREATE A CHILDREN'S TRUST

A. Background

j
§

and heaith services for children and their families are authorized by @ wide variety
of federal laws. General revenues are usad to suppon thess programe. Specific amounts ere ap-
propristed annually by Congrees for each program. Thers are some proyrams such as AFDC,
Maedicaid and Food Stampe, calied enthiement programs, which are funded in whatever amounts are
necassary t0 serve siigible psopie. These entiiement programe, sxcept for sslected Medicaid sar-
vices, are generally not covered by this proposal.

8. _The Funding Gap

There is widespread agresment that substantial increases in services and new types of services as
well &8 improvements in quality of services 10 children and families are needed. | will not detall that
need in this paper, both because R is amply documentad elsswhers, and because | want 1o keep the
focus on the lssue of how shall we finance thoss sssential services.

Many existing services are at a point of crisis because of insdequate funding in trying to serve ali
those in need. Others have seen quality deteriorate as funding has falled o keep Lp with costs. In

addiion, Congraes s cusrently examining the need for other programe, most particularty chid care.

But the common dismma s the severe limkations on new spending stemming from the federsl
budget defick. As a resuit, sven though Congress may cuidinue to authorize new programs and ex-
pand program requirerents, the ensuing funding is ikely to be wholly inadequate to the need.

, approaches, individually
fraction of the real need. | Lelieve there is No question that uniess addiional public funding s
made avaiiable, our chiliren wifl be at incressing risk.

C. _the Proposal For A Children's Trust

1 propose the crestion of @ Chiidren's Trust financed by employee and employer contributions. This
_ approach, in my view, has the most realistic potential to generate the financial resources essential to
a meaninghd improvemant in services to familles anu children,

The proposal sssentisily cresies a much entarged pool of revenues from which Congress can ap-
propriate funds to improve program quality, sxpand services and add new services. There would be
no change in existing laws and/or reguiations which apply to programs funded through the Children's
Trust.
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Thus, the same ruies on targeting of funds, eligiblity for services, eligible grantees, program require-
ments, reporting, evaluation, accountablity, public program and other
matters would remain in effect for &l programe. Simllarly, committes jurisdiction over substantive
legisiation would not be changed. It is possible that Congess might consider new sub-committes
arrangements for handiing appropriations 30 that overall spending against the Chidren's Trust can
be monkored.

The principie of using empicyer and empioyee contributions and a trust fund for specific programs
{e.g., ratiremaent and disabillly insurance) is well accepted in the Social Security Act. Forthat reason,
we believe & coukd aiso be epplied to children’s programe.

lmmmthmmlmmhw.bu:m.nwnyl.ndmdbodbdow.
mmwmmwmumamm

| have examined & number of approaches to improving revenues for chid and family programs. In
doing 50, | sought a method which would assure, insofar as possible, that;

(1) The additional revenuss would, in frct, be used for child, youth and tamily programs.
;ho@al::;;ﬂmalknh»nmdddmmtoumodmﬁu

(@) NMWMMWWNMdhmmm.
nor impose an unrsasonable financial burden on lower income taxpayers. The
suggests methads for achigving these objectives. (See Secton | end Table D).

{3) The expenditures for child and family programs would not add to federal deficks. The
Tmmmmmmmmmw.mﬁ.mmy
programs, and does not increase the defick.

(4) nnr.-,wmmmumsummmmuywmm:omu-
lion over five years. These levels are judged to be essential to mest documented needs.
r\cmmmmmmmmummmwnm_uum
y managed.

(s MUNMMMMMMthWMumM
for services grows. There is continuing growth in the wage base which would make
program growth possible as well as providing an edge against inflation.

® The revenues could be collectsd without significant additional expense. The collec-
tion mechanism for social security could be used with victually na additional cost.

An overriding consideration in future funding s to assure that the revenues generated will be ear-
marked for child, youth and family services and not diverted to other functions. { racognize that ear-
marking violates the principles of sound public finance. However, | belleve it to be justified in this
cuobothboam(n)lhonndluﬂhtwodmamhwaﬂaland(b)puulcsupponfonhou
typudproqummymukolnmkeduxmbbmnwoudno(buccopublno
/?!uoononlmonuu. Similarly a pay as you go approach in which revenues are raised specifical-
y for the new and Improved services means there wit be no impact on federal deficits.




for 8 Children’s Trust

(1) A Chikktert's Trust should be crested, perhaps 8 Tiie X0U of the Social Security Act,
to receive employer/empioyes contributions. Part A of the Trust should be used to
firancs ohild, youth and lamily servioes under Thiee V-8, IV-D, IV-E, V, XIX and XX of the
Social Securty Act. Part B of the Trust should be used 10 finance other services to
chikiren, youth and famiies which are nat & part of the Social Securlty Act (e.g., Head
Siart, developmental cisabiiVies, family violence, and aloohol, drug and mental hea/th ser-
vices). inall, 67 or more programs would e eligible for funding (sse Appendix A).

{(2) | propose 1o finance the Children's Trust through an employer/employes tax. This
trust fund and maethod of taxation, whis simiar to the Old Age and Survivers Insurance
Trust Fund (OASY), le entirely ceparate from . Funds could not be transferred between
The Children's Trust and OAS! Trusts. Separate tax rates would be imposed for sach
trust. However, the mechaniams for collecting taxes would be identical, thereby avoiding
any extra expenees of collection. Employes and empioyer contributions could produce
funds for the Children's Trust through a variety of methads (see Appendix B for 8 more
complete discussion) such as:

(A) Incregsing the Tax Rate

Year Taxable Enploycr E-ployn Estimated®

Payroli Rate Revenues
1990 $2.5 trillion 1% A% $ 5.0 billion
1991 $2.7 trillioa 1% A% $ 54 billlon
1992 $2.9 trilllon 2% 2% . $11.6 billioa
1993 $3.1 trillion 3% 3% $18.6 billion
1994 $3.J irillion 3% 3% $19.6 billioa

A varistion of incressing the tax rte would aleo elininate the cap on the taxable wage base and im-
?ooue%ru;rmwm This would add about $12 bilion income over five years
's00 Appendix B).

*Estimate includes growth in tax biise as well as higher ratoe and is derived from the President's FY
1980 buciget and the preliminary 1988 Annual Report of the Board of Trustees of the Federal Old Age
Survivors Insurance and Disabilty insurance Trust Funds.
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(B) Increasing the Taxable Wage Base

Pressnt law limits the OAS! taxabie wage base to $45,300 (1988 iigure) for an individual,
wil increase in proportion to the growth in average wages and is estimated to

i
:
i
i
i
£
3
:
i
i
g

ing the yieid reducing :
caiculations by the Office of the Actuary st the Social Security Administration estimate in-
Creg.2es ranging from $31.5 billon in 1980 to $40.5 billion In 1994, K the cap on taxable
WaQes and Jamings s totally removed. With a $78,000 “cap”, | estimate a range of $25 2
biion to0 $32.1 bition

Total Increass (billions)

Year No "cap” $75,000
'c‘p'
1990 1.8 28.2
1991 8 7.0
1992 .1 9
1993 .1 .5
1994 5§ 2.1

MW'WMMMMMNMMWMT
programe in the first five years. Thersfore one might coneider (a) a cap at some other
level (0.g. $75,000) (b) exemption of some Income (e.g. $1,000) from taxation in order to
mmu(e)mummm.modmmw
torm care for the eiderly).

In summary R is very possibie that suficient income could be generated for the Chidren's
Trust without the need for tax increases affecting lower income families.

MMmu'iqumhdem In Appendiix 8. Suf-
mmny.uunmwoqmmomumummum
Muwmmummmmmmmw
chidren, youth and families.

) mnmuurmwummmmumdw-

tion, Therefore. Congress should mandate Reel to appropriate sach yesr to the
m--rmmmmmmmummmmmu
funds appropristed for the Social Security Act service programs in the latest fiscal year.
For FY 89, this mandiated appropristion would be about $8.5 billion. While Congress can-
not constutionally bind future Congresses to specific levels of appropriations, a law set-
ting forth this intent will create a promise which child adve 1tes can effectively usa in the
eppropristion process.

m.mmmmurmm-mmmummwmbnm-
less Congrass has made the mandated appropristions. This provides child advocates with

ven etronger arguments.
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(4) Congress shouki mandiate itself to appropriate from general revenues sach year such
sumg for the programs specified in Part B as wilt equal or exceed the aggregate level of
appropriations for such programe in the latest flscal yesr. For FY 89, this mandated ap-
propristion would be approsdmately $20.3 bilion. Optional Increases from general
revenues should aleo be authorized,

(8) Each state should be required to provide & lavel of funding for Parts A anct 8
programe which, in the aggregate, squals or axceeds the aggregats appropriations for
such programa in Y 1980,

(8) Each year Congress should appropriate funds from the Trust to Parts AanJ B
programe. Appropriations for Part A programs shouid take into account the estimated
demand for funds by the states, setimated contributions to the fund and unused balances
from prior years, provided that appropriations for 8 particular year should not be grester
than whet can aiso be financed In future years. Similarly, the nesds of Part A programs
would have to be compared to the needs of Part B programs. In effect, Congress would
have to consider a comprehensive analysia of children, youth and family needs. Perhaps
mmmmmwm:mmmmmwuh
arnes.

(7) New Part A Trust funds should be sllocated among the states; one third according to
the number of chiidren in the state; cne third basar' un the number of persons in poverty;
and one third taking into account per capka income in the state. (Snrcblufumom-
mummn)mmdmrmmwmmAm
would follow the existing distribution pattem.

8) States should be required to develop a comprehensive for Part A child,
imunlym mwmmmmmlmmudmy:m

Local (l.e. cmurdcl!y)m neighborhood organizations should play
mwu In developing such plans. Simiarly, the private non-profit sector nesds

Within the paramaters of their approved plan Governors and legielators would be given
discretion within the stats's share of total Part A funds to (a) allocate such funds among
Social Security Act programs serving chilkiren and famiiss as well as (b) to allocate funds
to other (.0., Part B) fecleral programs serving children, youth or families. Congress
would specity to which other federal programe (.. Heaed Start or youth programs or com-
munity mental health) allocations coud be made. (See Schematic B and Appendix A for a
mdmm.) Congress would also specify the recuired matching funds in
Coees.




Table A

Proposed Allocations of Children's Trust Funds

For Part A Programs
Stesisnics Percent Distribution
Persens Ratie of
Under Persens Natiosal .
Pepaulation Poverty Per Under o State Product
wader 18 Lavel Capita Population Per Capita of Ratle Porceat
(000's) (00s) laceme Underil Lavel Average Incomme & Avernge Distribaties .

Hﬁ; ap12 215 13,87 100001 2999 100.000 1.000 100.9% 100000
Maudse 304 141 11,887 0482 0515 0.49 1.167 0.582 0.562
New 253 5 14,964 0.4 0274 03318 o 0313 0302
Vermont 0 12,117 o2 0215 0219 1.145 025 0.242
Massachuseits 1,364 52 16,380 2.165 1942 2054 0.547 174 1.680 a
Rhode Island 94 13,906 0357 0343 0350 0998 034 0337 =
Coasecticut 756 23 18,009 1200 0487 1.044 0.%67 0.801 0
Middis Atiantic
New York 4368 2,299 16,050 6932 8393 7663 0.865 6628 6399
New Jersey 1,862 6891 7,211 2955 2515 275 0.806 2204 218
Puu'zi-v‘n:h 1,2107 3637 4.566 4417 4492 1.09 4,640 449
dast Central
Ohio 1,089 13,226 4559 397% 4.268 1.049 44N 4322
Indiana 1,506 516 12,446 290 1.884 2137 1.115 2383
1lkinois kX 1,21 14,738 4913 4.4 4.704 0942 4.431 4m
Michigaa 2485 1 3,608 3941 3454 3.698 1020 m 3.641
Wiscoasin 1 81 3,154 2038 1453 1.746 1.055 1.842 1.718
West North Central
Minnesola 1,139 k! ] 14087 1.808 1.369 1.509 0.985 1.565 1.511
lowa 7 286 12,594 1.2m 1044 1.136 1102 1.252 1.29
Missouri 1,327 582 13,244 2.106 2125 2116 1.048 2218 214
Nosth Dakota 197 » 12,052 0313 0.288 0301 1.151 0 0334
South Dakola 206 113 11,161 07 0413 0.3% 1.243 0.460 0.444
Nebraska 448 163 13,281 oni 0.595 0653 1.045 0.682 0.658
Kaasas 665 232 13,775 1.085 0.847 0.951 1007 0.958 0925
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Wel Virgiaia 516
North Casolina 1,589
Coorga " 1558
oot 25%
Keuety ™ 1o
Teancssoe 1,01
aisuﬁppil' R
West Seuth Central
Arkansas 646
Louisiana 1,357
Oklahoma 924
Texas 4798
Meuataln
Montasa 234
=, B
Colocads 864
New Mexico 448
Arizona 878
Nevada 220
Pacific
Washington 1,180
Ore 711
California 6,840
Alaska 10
Hawaii 290
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Predact

of Ratie Percent
& Averags Distribution
0242 0.4
1.409 1.360
0.238 0.2%0
2158 2083
.21 1.27
kK1) i
2155 2.080
kWi '] i\
4.406 4254
2.506 2419
2.864 276$
2861 2.762
2.564 2475
1.7205 1646
3045 293
1.647 1.590
7.742 7475
0451 0.43S
0.588 0.568
0.202 0.195
1.130 1.091
097% 0.942
1.447 1.397
0.288 0.278
1.660 1.602
1169 1128
8.4833 8.527
0.102 015
0.0 0.386




up 10 age § (for families with incames P 10 185 percent of the poverty ‘evel) with full

federal matching. The states shouid be able to use Part A Children's Trust funds as match.
reimbursement,

for programe and stll attract full federal
. ?Mnmmuuwummmm _

(19) T&#Wmmmmwmmmwm

i
|
E

youth and families. The additional funde provided. through the Children's Trust should be
* used only for children, youth and famiiies and a state would be required to maintain s
prior level of expenditures for such purposes.

(11) For programe under Part A, recuired federal matching rates should be set at 85 10 78
percent of state expenditures; the exact figure being determined on the basis of relative
per capita income. (See Tadie B for the ma’~hing rates). A maintenance of effort require-
ment would assure that states did not spend less than current levels. Matching require-
ments for Part B programs would follow exdeting lew.,

(12) Funds not nesded in a particuler yeer should revert 10 the trust fund for future ap-
propriation.

(+3) Any Social Securlty Act limitations on sllocations of Part A funds among service
.mmuwhhvorddmmdmhmm

(14) mmmummmwmumwmmm¢
comprehenaive range of chid, youth and family services.

(18) A procedure should be prescribed through which states could authorize federal
%n'mmdwm'oMAmmwmnm

16) In order to enhance sxund planning and budgeting at the state level, Congress

:‘:;.untho mewmm w|ﬂnm ;
.. year,

gw;smm.:m:m anwbyu Congmmw Budiget Act of 1974
1US.C. 1108 (1




New Eagland
Maine

New Hampshire
Vermoat
Massachusetts
Rbhode Island
Coanecticut
Middle Atlaatic
New York

New Jersey
Peonsylvania
East North Ces’ral
Ohio

{adiana

1ilinois
Michigan
Wiscoasin

West North Centrul
Minnesota

Towa

Mi R

North Dakota
South Dakota
Nebraska

Kansas

South Atlantic
Delaware
Maryland

District of Columisa
Virgio

West Virginia
North Carolina
South Caroliaa
Georgia

Florida

East Seuth Contral
Kentucky
Teanessee
Alabama
Mississippi

West South Central
Arkansas

Louisiana
Oklahoma

Texa
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Table B

Ratie of National te State per Capita Income

1.167
097
1.145
0847
0.998
0.767

0.865
€.806
1.033

1.049
1115
0.942
1020
1055

0.985
1.102
1.048
1.151
1243
1.045
1.007

0972
0875
0.764
0.954
1361
1194
1317
1.106
1.010

128
1.234
1.300
1510

1.325
1.231
1134
1.029

Fotond e

n%
67%
n%
66%
68%
65%

6%
66%
0%

0%
%
671%
A%
n%

68%
2%
0%
%
n%
0%
9%

68%
6%
5%
6%
75%
%
5%

n% -

A%

4%
3%
5%
5%

5%
n%
n%
0%

Reme Feternl share
Mountala
Moatans 1.264 "%
Idaho 1.248 N%
Wyomiag 1,04 0%
Colorado 0937 67%
New Mexico .21 74%
Arizona 1.084 Nn%
Utah 1322 75%
Nevads 0958 68%
Puacific
Washingtoa 1.000 69%
Oregoa 1.099 n%
California 0.864 66%
Alagks 0.763 65%
Hawaii 1.004 68%
Computation Formula Table 8
Batio Eaclaral Share

Less - 0.800 &%
0.800 - 0.800 8%
0.800 - 0.940 or%
0.850 - 0.900 68%
1.000 - 1.024 69%
1.025 - 1.049 70%
1.050 - 1.099 1%
1.100-1.199 72%
1.200 - 1.249 73%

1.250-1.200  74%
" 1.300 plus 75%
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(17) Saaciicetion of Exgibia Sarvicas undar Pad A

The following types of services authortzed Lnder the Sociel Securkty Act shoukd be eligible
for fimancing through Part A of the Children's Trust;

1909 Fuadiag Level
. (Milliens of Dollars)
1. Title IV-8 - Child Welfare Services $239
2. Tithe IV-D - Child Support and
Establishment of Paternity 1368
3. Title IV-E . Festor Care snd Adoption
Assistance $1,075
4.'iitde V - Maternal and Child Health
Service Bleck Grant 1
S, Selocted Mudicald Services to Parents
and Childres® (Est.) 4,661
& Title XX - Block Graats ts Stats lor
Sec 1al Services®® (Est) 1,611
TOTAL 48,513

*This category ia intended i cover that part of the Medicaid appropriation wiich appiies under
SOBRA 1o maternal care and pediatric care under eight years of ege. The amount shown is an es-
timate.

**Portions of Title XX funding are a/s0 used for senior cltizen services. The figure shown /s an es-
timate of the portion used for children, youth and family services

(19) Specification of Eligibie Services under Part B

In adidition, Congress would designate other federal programs as Part B programs which
could receive supplemental funding, either through appropriations from the Trust or by
tat: uction to allocate portions of thelr Part A funds. A proposad list of current programs
is dismiayed in Schematic B and eisborated In Appendix A.

Seveny fade/al programe (9.g., mentsl health, community health, and substance abuse)
sarve paopie of all ages. 1 Congress wishes 10 Use the Children's Trust for thess
programs, R can do 30 by simply appropriating funds 1o the specific Pant 8 programs and
samaridng them for services for children, youth and families.

it is very likely that Congress will want t0 create new programs (e.g., the Act for Better
Child Care) and fund them through the Trust. Al it has 0 do is authorize funding from the
Trust in the new legiaiation,
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F. _Aliocstion of New Funds In the First Five Years

Tabie C shows the amount of new funds that would be distributed to states based on the five ievels
of tax rates proposed eartier and the allocation formula shown in Table A. These figures assume that
the Children's Trust would be used exclusively for Part A programs, which will certainly not be the
case. To the axtent that fundis are used for Part B programs the state by state distribution will change.
Tabie C shouic! thersfors be read as an approximation of new funds which coukd become available.

Thess funds should be in addition to amounts presenty aliocated to each state and 1o the state's
matching contributions.

G. Rationale for Using A Trust Fund

Many of the circumstances which justified the enactment of other Social Security Act Trust Fund
programs (partic siarly OAS/) are also appilcabie to services to chiidren, youth end familes. The
chart below entiled "Tha Symmetry of OASI and Children’s Trust Funds®' enumerales these
similarities.

THE SYMMETRY OF THE

AND THE
OASI TRUST FUND CHILDREN'S TRUST

1. The OASI Trust Fund was designed to pratect 1. The chidren's Trust Fund (CT) is designed to
a very viinerable population; I.e. the eidetty. protect a very vuinerable population, l.e.,
chiidren.

2. OASI heips business by providing a founde- 2 CT heips business by increasing the propor-

tion for their pension systems and encouraging tions of well functioning children w*~ can be-

older peopie to retire. coma productive aduits. [t aiso heips finance
chid care which enables more people to par.
t'cipate in the labor market.

3. The use of a trust fund increased public con- . The use of a trust fund can increase public
fidence that revenues will be usad exciusively for confidence that revenues will be used exclusive-
purposss which the public approves. It also per- 1Y for purposes which the public approves. 1t
mits storing funds which are currently not also permits storing funds which are currently
needed in order t0 meet future needs. not needed in order lo meet future needs.

4. The broadness of the wages and samings tax 4. The broadness of tha wages and earnings tax
base permits raising a greet deal of money with base permits raising a great deal of money with
a relatively low tax rate.4.The broadness ol the relatively low tax rate.

wages and samings tax base permis raising a

great desl of money with a relatively low tax rate.

, Tha ministration lower.
8. The costs of administration are very low. s Costs of administration are even lo

From a public policy naint of view, the use of & st fund financed from a specific tax is responsve

to the public’s willingress to support tax@s, provided they are clearly commutted 1o mesting the needs
of children, youth and families.
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- TABLEC

New Funds at Variows Tax Levels
(Milions of Dollars)

(NOTE: The figeuras below assume oll Amds are used for Part A progrem, en unlikely event. To the extent
thas funds ars wsed for Part B progrems the diseidution emong siates will change)

Now Funds
Emgployer and Percent
Employee of 1980 19091 1062 1998 1904
Totel 0.2% 0.2% 0.4% 0.0% 0.6%

Est. Reoeipts 100.000 $85,000.0 $5,400.0 $11,000.0 $18,000.0 $19,000.0

New Englend .

Maine 0.882 220 203 es2 1048 1102
New Hampehire 0.302 150 183 2%.0 882 50.2
Vermont 0.242 121 13.1 28.1 480 470
Maseachusstts 1.6%0 840 907 194.9 3128 3283
Rhodse (sland 0.337 188 182 2.7 7 os.1
Connecticut 0.773 B8 47 8.7 1438 151.8
Middie Atentie

New York 630 3198 3456 7424 1,1903 12841

Now Jersey 2128 1084 1149 2488 988 4171

Pennsyivania 4470 2239 2419 519.6 833.1 s7.8
East North Central

Ohio 432 2181 2204 501.4 803.9 7.1

indiana 2.300 1180 1242 208.8 278 450.8
INinols 4217 2138 2.0 408.1 795.5 8383

Michigan 3.641 120 1988 224 6772 736
Wisconsin 1.778 %9 980 208.2 3%0.7 485
Westl North Central

Minnesota 1.511 758 818 178.3 281.0 2
lowa 1.200 04 653 140.2 224.9 237.0
Missourt 2141 1070 1188 2484 3982 419.6
North Dakota 0334 187 180 387 82.1 5.5
South Dekota 0.444 22 240 51.5 2.6 87.0
Nebraska 0.658 329. 358 763 122.4 129.0

Kansas 0.025 482 50.0 107.3 1721 1813

73
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H. R to Other Social Security Trust Funds

mmmwmmunmwmmmaum»wm
act trust funde (OASY, D), M, and SMY). Borrowing between these funds and the Children's Trust

be permitted and shortialis or surpiuses in one fund couid not be compensated for by
maving dollars among the funds. Essentially, the Children's Trust stands on ks own, with £ own tax
rate(s) and s own purposes of sxpenditure,

mcmm'-fmmmmwmummmmmmm-
inthat k uses the same tax base: |.., wagesand eamings. However, that competition mey be more
orparent thanresl. The Senate Budget and Finance Committess have recently reviewed the status
of the Social Securkty Trust funds and found them in good shepe.

Soctal Secvrity Commissioner, Dorcas Handy, testified May 13, 1988 on the finenciel status of Social
Security before the Senate Finance Commities. As she put R:

“The 1988 report of the Social Securlty Board of Trustees ...confirms the system's
hexith...trust funds will reach $1.4 trittion by 2000 and nearly $12 tritlion by the year 2030...

Thus, if these assumptions prove to be accurate, there will be sufficient funds to pay all
benefits due to current beneficiariss and 1o develop a substantial reserve for . yment of
benefits to the Baby Boom generation...over the compiete 75 yeer period, the period Trus-
leas use o evziuate long term financing of Social Securlty, the fund is in close actuarial
balance.”

Thus, there seems to be no real compatition between the needs of the OASI Trust Fund and a
Chidren's Trust,

Thers are, of courss, other potantia! competitors such as the Disablity Trust Fund (D/), the Hospital
insurance (H/), and suppiementary Madical insurance (SM/), Trust Funds. The largest of thess is the
Hospital insurance Trust Fund. Wiilam Roper, M.D., Administrator of the Health Care Financing Ad-
ministration, testifled thet:

“..the Board of Trustess projects that the Hi Trust Fund will de soivent until at least the
yoar 2008 and perhaps until 2008...the Board cautions that,...any significant adverse
deviation from thase projections could result in the inabilly of the fund 1o meet its obiiga-
tons much sooner then projected.”

’ n. other words, trere wil be problems, but they may not become pressing for ancther teen years.
Long term care for the eiderly is also being considered for trust funding. If enacted, it would probab-
ly add to the Hi rate.

-
auy
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(. Tax on Families

Concem has been that a tax and s becsuse R
e e o O e e oy s, e
and eamings. If one looks only at the tax Reelf the concem about regressivity is clearly justified.

However, there is snother way 10 look at the issus, by considering not only the tax the famity pays,
but what R is likely to receive a8 benafits. Tabile D preserts such an analysis. The caiculation of con-
tributions (lves) assumes & rate of .3 percent each for empioyer and employes. For the famly with
$19,000 in wages and eamings the contribution is $30 per year. Assuming removal of the “cap” on
tmabie wages and samings, the $78,000 income will require contributions of $450 or een times as

On the beneft side, the analysis assumes that each family s=celves (in a fen year period) three major
types of services: (a) five years of daycare; (b) maternal and child health services for the birth of one
child; and (¢) $2.500 of ctrug, aicohal and mental health services. However the govemment's share
of costs ranges from zero for certain services tn the highest income famiies 1o 100 percent for cer-
tain services to the lowest income families.

Comparing the costs to the family with the benefits R receives creates a clearty progressive situation.
The lowest incoms family receives $12,700 in services above Rts contributions, a gain of 12.7 percent
inincoma. The highest income family pays $1,750 more in contributions then & receives in benefRs,
a negligibie loss of .2% of ks income. A major effect on the gains and losses &t each level of tamily
income is crested by the empioyer's share of contributions.

In summary, lowse income families substantielly grester abeiute as well as larger propor-
:wmmmm)m«mm‘fu&"

Annusl Ton Year Senefit Geln as a
income Senefis Over Taxes Percent of Ten Yeer income
$10,000 $12,700 127 %

20,000 5,080 28 %

45,000 40 00 %

75,000 (1.780) (02%)

’Tnmwnfmucmmmmmm“umlmuccwnlwym-

J._Impacts on Business

The propoesl for a Children's Trust would creats an additional cost for large and smell busi-
nesses. They would pay one hait of whatever additional costs are invoived. At the highest leve!
proposad, the cost tu business would be three tenthe of & percent (.3%) of payrol. This tranglates
to & total of $9.8 bilion on an estimated $3.3 trilion wages and eamnings base for 1994.

75




TableD

THE REGRESSIVE/PROGRESSIVE NATURE
OF AN EMPLOYEREMPLOYEE TAX

Famlly A Family B Family C Family D*
10000 $24000 $45.000 $75000

A-1. Childrea's Trust Contribution per year by Family $30 $60 $135 25
A-2. Childrea's Trust Contribution per year by Employer 30 $60 $138 25
B. Tea Year Coatributions by Exployoos and Employers $600 $1,200 $2,700 $4,500
C. Examples of Potcatial BeneSits:
1. Birth of a child $3,000 $2,500 $0 $0
(100% cost) (3500 copay) (no beachit) (w0 beachit)
2. Fivc years of day care, partially subsidizod os a sliding scalo $7,500 £1,500 $7%0 0 =
(50% subsidy) (25% rabsidy) (5% subsidy) (w0 benefic)
3. Alcobod, drug, and meatal health services at $2,500 level $2,500 $2,000 $1,000 $500
(100% subsidy) (80% subsidy) (40% subsidy) (20% subsidy)
4. SUBTOTAL BENEFITS $13,000 $6,250 $1,750 $500
D. Net Gaia (cost) to Family $12,200 $5,650 $400 $(1,750)
{Line C-4 minus Linc B}
E. Income gaia (loss) to a Family as Proportion of Tea Year Income 12.7% of 28% of 0% of 2% of

Family "D* coniributions assume rensova! of cap on taxabls wages end bencfits s0 thex encire $75000 is taxed
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mm»mmam.mwmummmam
Mmhmc«munmhmmmmmmmdm-
mnuumh%mmbnhmu?wmmm.mum
compsthive disacventage respect 10 companies countries. However, as descri
m.umummmwmummmmmmmsm.
provements which resuRt from the programs financed under the Children's Trust,

From an empioyer point of view, the increased avallabiity of funds for chid care makes possibie in-
cressed productivity by the iabor force without pustting pressure on busir.ses to fund such programs.
Furthermors, the application of additionsl funds 10 chid and family services reduces the prospect
that large portions of the work forcs coming of age will not be able to function well. Educationa,
sarty childhood, health and social servioss all make for 8 more productive work force. Absent add!-
tionsd services in these aress, thers is real danger that the United States will nct have an adequate
work force in quantitativve or quaiitative terms.

%Mhmﬁ:amuwﬁuuh:ummmwmlmmw;:o
are well on our way to producing & generation of young people proportions ucation-
WMMwMMMWNMIwwmwh
an increasing proportion of dysfunctionsl familiss. That generation promisss sharp increases in
mbmummmmwmwmwmnm
maecdical expenses. Thoss costs can be evoided because we know how te work with children and
famiiss 80 thet they do not become dependent on govemnment.

K. Conciusion
Amdm'nmwbymmwmmmmnmmmmm
funds. mwummmmwmmm realistically address the
needs of chidren and tamiise.

WMMmumwmwmmumndnduc-
ing the numbers of at risk thildren, youth and famiies in America.

Rndmvmohlwmmmtoedmmm(zu) 783-3398 or write to

Juls Sugarman, Secretary
Department of Socilal and Health Services
Meailsiop: OB-44
Olympia, Washington 98504-0095
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APPENDIX B
Employer/Employes Tax on Wages and Earnings

m:-:mmum-nm«-mmm;&w/mum
wages and eamings. Which method one choosss depends on abjectives one seeks 1o
mun.“dnmmw;mnmwdmum

One of the premises of this prapossl Is that & revenus increase was nesded in the magnitude of $8
mmmmbmmw Using that premiss 88 & conetarnt, the paragraphs beiow

This approach would begin with a .1 percent inorease in 1990 and 1901; raise the rate 10 .2 percent
in 1982 and t0 .3 percent in 1993 and 1904, Al revenues would be used for purposes of the Children's
Trust. 'mmmw

Year Rats ° Trust Incoms

19% % $ 5.0 billioa
< 1991 A% $ 5.4 billion
S 1992 2% $11.6 billion
1993 3% $18.6 billioa

19%4 I% $19.6 billion

Five Year TOTAL: . $60.2 billion

Alternative B: Application of Current OAS! Tax to income in Excess of

Yo T T lable F
ar N:%I.l;u-u}'ﬁnl“ha’mMo Available For

Qh’
' m\%o Cap
199 $3LShilllen  $25.2MMNea 363 bilken $ 252 billien
1991 $338hiltlen  $27.00ilen 3101 billlsn  $23.7billice
1992 $36.1 biltien  $28.9Milloa  $144Dilllos  $21.7 billio-

19% $301 billlem  $)0OShilllon  $19.00les  $19.1 billlon
19%4 $402 billlem  $32.1 billion  $20.1 billiem  $ 20.1 billlon
FiveYear TOTAL: $179.7billlon  S1G3.7Mllioa  $6.9 billioa $109.3 billioa

N
0o
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Other purposss for the funds might be (a) incressed avalabliRy of loans and grants for higher educa-
tion; (b) partial fnancing of iong term oare for the eiderty; and, (¢) exsmption of 8 portion of income
{0.g. e first $1000) from taxation in order to reduce the regressive naturs of the tax. .

Altemative C: Rate

This approach would impose a progressive rale on wages &< eamings over $45,000 along with
remove! of the cap and use the funds antirely for Children's Trust purposes. Variations of this ap-
proach with higher rates could be used I & were dasired to produce more funds for other purposes.

RATES * INCOME IN $ BILLIONS
Upte Over Upte Over
$45,000 VY . 345,006 $45,000 TOTAL
19% 1 5 358 $32 $82
19 4 P 254 9.4 $as
19 2 5 $116 3% $182
199 2 5  s124 33 162
19%4 3 5 $195 40 236
Five Yoar TOTAL: $720

The rate on wages and samings would be .6 |.ercant sach for smployers and employees or doubie
tha { h year rate on the first $45,000 of incoma. This approach pemits delaying) the rise 1o .3 per-
cont for ail wages and eamings up 10 $48,000 from 1963 to 1994 and raisas aimost $12 bition more
money. .

&3
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AMERICAN ASSOCIATION
OF SCHOOL ADMINISTRATORS

February 6, 1989

To: Budget Committee Members

Froms: Nick Penning
legislative Specialist

Res¢ FY 90 Funding for Education

The American Association of School Administrators, representing more than
18,000 local superintendents and school exeoutives, fully supports the
Committee for Education Funding recommendation that the President and Congress
commit to & long tera strategy for investment in children, beginning with a
02.3!b11.é;éon downpayment in new funds for existing federal education programs
in .

The attached doocuments from AASA, the Congressional Research Service, the
Committes for Economic Development, the Select Committee on Children, Youth
and Families, and the Comaittee for Education Funding offer statistics to
reinforoe the need for notion now to invest in education,

(703) 528-0700
1801 North Moore Streat ¢ Adington. Virgwia 22209
an taus Copotund: fmoove
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MAJOH FEUEHAL UUTLAYS ANU EDUCATION

290

282 Defense

Soolal Security

170

{nterest on Natlional Debt

10 95
9 87
8 179 Medicare
75
7 70
605,
5 u6
uo %
32
30 29, 29, 0,
uhﬂfy,__“ 2 26, 26, 28 21 "%nwmohmﬂu
20|

8.4 9.1 9.6

10r 6.9 7.1 6.7 6.2 6.5 7.6 7,8 1.9
B emzntary and Secondary Eduoation
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88-764 EPW

CRS Report for Congress

COMPARATIVE EDUCATION: STATISTICS ON EDUCATION
IN THE UNITED STATES
AND SELECTED FOREIGN NATIONS

[Ny}

A0\

Rl IT1

Kenneth Redd
Analyst in Social Legislation
and
. Wayne Riddle
' . ' Specialist in Education Finance
P Education and Public Welfare Division

November 14, 1988
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TABLE 5. Peryentage Of Gross Matiomal product and of
Government Expeanditures for Rducation
at All Levels, 19%as

Percentage of gross Percentage of governaent
national product expenditures for
Nation for education education
Australia a/ 6.5% 13.2%
Canada 7.2 12.7
China 2.9 9.5 b/
Federal lopublic &
of Germany 4.6 9.2
Franca g/ s.8 na
Italy d/ 5.7 9.6
Japan g/ 5.6 18.7
Haxico 2.6 na

A/ Data are for 1984.

Source: Conversation with education liaison,
R.public of China.

¢/ Data are for 1982.
4/ Data are for 1983.

s/ 1Ikid.

Embassy of the Peopla‘s

35550 1]



TABLE 9. Percentage Of Gross National Product nd of
Governmant Expenditures for Education
at All Lavels, 1985--Continued

Percentage of gross Parcentage of government
national product expenditures for
Nation for education education
Soviet Union na na
Sveden 7.7 12.6
United Kingdom g/ 5.2 11.3
United States 6.6 g/ 13.6 b/

£/ Data are for 1984.

74 Source: Calculated from data compiled in the Digest of Education
Statistics, 1987. p. 24, and the Statistical Abstract of the United States, 1988.
p. 258, 410. Total U.S. educational cxpenditure are divided by estimated Gross

National Product for 198S5.

Source: Calculated from data compiled in the 1988 Statistical Abstract
of the United States. p. 254. Includes expsnditures by all levels of government:

Federal, State, and local.

Source (except vhere otherwise noted): United Nations Educational, Scientific,
and Cultural Organization, 1987 Statistical Yearbook, chapter 4. p. 5-21. Data

include capital expenditures.
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INVESTITIENT STRATEGIES
FOR THE EDULATIONALLY
DISROVANTAGED
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INTRODUCTION AND

SUMMARY OF

RECOMMENDATIONS
|

[

WUl S Wy . -..v B

For generalions, the American Dream has been to live in freedom and
to have the opportunity to pursue a salisfying life, reap the benefits of eco-
nomic prospetily, and partake of the privileges and responsibilities of citi-
zenship in the. world’s foremost democracy. But as we stand on the
theeshold of the twenty-first century, that dream is in ;eopardy.

01 continye to com le and

up in ignorance, And |f the nation cannot compele, it cannot lead. If
»we continue to squander the talents of millions of our children, America
will become a nation of limited human potential. it would be tragic if we
allow this to happen. America must become a land of opportunity — for
every child.

o a3
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els to ensure that these progeams receive adequate financial support, Exam-
ples of such programs are Head Start and Chapter |, which still enroll onlya
small percentage of the eligible children who need them.

Another important issue that can benefit from increased business advo-
cacy is the need for basic capital improvements in many older urban school
districts and rural areas. Many schools, particularly in areas with high con-
centrations of disadvantaged children, are experiencing severe overcrowd-
ing and physical decay due lo long-deferred maintenance. If schools are to
hecuome inviling and effective places where children can learn, such costly
but necessary physical inprovements will have to be seriously considered
by pulicy makers and the public.

WHO IS RESPONSIBLE?

Solutions will require the combined cfforts of many institutions: the
public schools, businesses, foundations, comniunily agencies, and every
level of government. Development ancd implementation of many of the
invesiment strategics we recommend will require both significant increases
in funding ind belter targeting in order tc assure tha! the necessary
resources re.ch those children most in need. But although the problem of
educating the disadvantaged is national in scope, progress is best achieved
at the state and local levels, and most effectively within the individual
school.

FEDERAL RESPONSIBILITIES.

We believe that the federal government needs to reaffirm its long-
standing commitment 1o ensuring the disadvantaged access to quality edu-
cation. Without equily, there can be no real excellence in education.

The federal government can set the tone and direction for change by
establishing 2nd funding demonsiration projects in early childhood educa-
tion, dropcut prevention, and other programs targeted to improving the
quality of educa‘ion for children in need. Although we do not envision that
all such programs will be permanently funded at the federal level, federal
leadurship is needed at this time (o help point the way for states that do not
currently support preschool education or other targeted programs.

: n mathematics programs a
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SCHOOL DROPOUT RATES HIGH;

YOUTHS LACK BASIC SKILLS

In 1988, betwen 750,000-950,000, or 25% of U.S. high
school students left public schools without graduating. [(n 1987,
700,000 students gradua.2d but were as deficient in basic skills and
work habits as most dropouts.

Between now and the year 2000, one in seven of
today’s preschoolers is at risk of dropping out of
school. (CDF, 1987)

. One in four high school dropouts is unemployed.
Between 1973-1986, young people who did not
complete high school suffered a 42% drop in annual
earnings in constant 1986 dollars. (BLS, 1988; W.T.
Grant Foundation, 1988)

Fach year's class of school dropuuts costs the nation
more than $240 billion in lost earnings and foregone
taxes over their lifetimes. (Catterall, 1985)

. Ordy 50% of high school seniors read at levels
considered adequate for performing moderately
complex tasks, and 80% have inadequate writing skills.
In 1980, among high school sophomores, 1 million
blacks, whites, and Hispanics had inadequate skills.
(CED, 1987; Hispanic Policy Development Project,
1986)

. More than 75% of all pcor youths have below average
basic skills, and almos® 50% are in the bottom fifth of
basic skills because of poor reading and math skills.
(CDF, 1988) .

31
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EARLY INTERVENTION PROGRAMS COST EFFECTIVE

BUT TOO FEW CHILDREN PARTICIPATE

Investing in early intervention and prevention programs
improves academic and social achievement and is cost effective.
Nevertheless, millions of children who could benefit most still fail to
receive these services.

Every $1.00 invested in quality preschool education
returns $6.00 in savings because of lower costs of
special education. public assistance, and crime. Head
Start, the comprehensive preschool program for low-
income 3- to 5-year-ol«ls, reaches less than 20% of the
2.5 millica children who are eligible. (CYF, 1988)

. Chapter [, the primary federal educaiion program for
disadvaniaged children, costs $750 annually per chiid,
compared with $3,700 annually for a student repeating
a grade. Yet, it reaches only 54% of low-income
school-age children. (CYF, 1988; CDF, 1987)

32
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FEDERAL FUNDS FOR EDUCATION SLASHED

Federal funds for education have been severely cut in the
1980s, reducing the nation’s ability to educate it's most vulneiable
citizens.

. The federal contribution to the nation's public schools
was 6% in FY 1986, down from 9% in FY 1980.
(Census, 1988)

After adjusting for inflation, federal funding for
Compensatory Education (Chapter 1) decreased 7.2%
from FY 1981.FY 1988. (CBPP, 1988)

. The Federal government's actual spending for all education

activities decreased, in real terms, by 12% between FY 1980-
FY 1988. (CYF, 1988)

33

899



(BLS)
(c8o)
(C8PP]
(coc)

{CDF)
(CtD]
(Census)
(CRS]
(CYF)

(DEA)
(00J]
(ooL}
(EBRI)
(HCFA)

(HHS)
{IOM)
(JCHS)
(JEC)
(M'T)
(NAC)

(NAS)
(NCADV],
(NCA]
(NCHS)

[NIAAA)

(NU)
(oTA)
[uscm)
{USDA)

95
GLOSSARY OF SOURCES*

Burcau of Labor Statistics, U.S. Department of Labor

Congressional Budget Office

Center on Budget and Policy Priorities

Centers for Disease Control, U.S. Department of Health and
Human Services

Children’s Defens. Fund

Committee for Economic Develnpment

Bureau of the Census, U.S. Department of Commerce

Congressional Research Service, Library of Congress

Select Committee on Children, Youth, and Families, U.S. House of
Representatives

Drug Enforcement Agency, U.S. Department of Justice

U. S. Department of Justice

U. 5. Depantment of Labor

Employee Benefits Research Institute

Health Care Financing Administration, U.S. Department of Health and
Human Services

U. S. Department of Health and Human Services

Instirute of Mcedicine, National Academy of Sciences

Joint Center on Housing Studies, Harvard University

Joint Economic Committee, U.S. Congress

Massachusetts [nstitute of Technology

Select Committee on Narcotics Abuse and Control, U.S. House of
Representatives

National Academy of Sciences

National Coalition Against Domestic Violence

National Council cii Alcoholism

National Center for Health Statistics, U.S. Department of Health and
Human Setvices

National (nstitute on Aleshol Abuse and Alcoholism, U.S. Department of
Health and Human Services

National (nstitute of Justice, U.S. Department of- Justice

Office of Technolngy Assessment

U. S. Conference of Mayors

U. S. Department of Agriculture

*The sources listed in this report are available in more detail at the Select Committee
on Children, Youth, and Families.

S1




96

People Holding Jobs Per Beneficiary

Numbers for each calendar year. ¢
Figures for 1995 and beyond are projections.

l .

Source: Social Security Administialion, uniees othetwiss indicated
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TYE COMMITTEE FOR EDUCATION FUNDING

509 Cacos Coun Ng
Suite 200

Wethngion. OC 20002
Preme. 202/3434300

FOR IMMEDIATE RELEA Contact: Susan Frost
¥hursday, Januaty 5, 1989 202/543-6300
EDUCATION COALITION ISSUES CEALLENGE TO "EDUCATION PRESIDENT"

washington, D.C. ~=- The Committee for Education Funding
(CEF) today defined the task of an "Education President” and
challenged Presidant-Elect George Bush to comait for Fiscal Year
L990--as a down payment on a four year investment strategy--$2.S
billion in new funds for federal education programs.

CEr, 2 coalition of 100 organizations representing more than
$0 million elementary, secondary and postsecondary students,
parents, teachers, presidents, administrators, librarians,
counselors, trusteea, and school board members, has outlined an
education budget recommendation to cover the cost of inflation
ané to provide necessary additional funding for elementary,
secondaty and postsecondary education programs. particularly
those aimed at disadvantaged children.

CLP President Gerald Morris, Deputy Director of Legislation
for the American Pederation of Teachers, said that a four-year,
$10 billion effort is needad to make sducation a significant
budget priority in the Bush Administration.

"In FY 1979," Morris said, "education represented 2.%

{more)
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percent of the federal budget; by Fy 1988 it had dropped to only
1.7 pezcent. NWNe all recognize that national priorities are
determined by the share they are allotted in the budget. 1If
education had remained at 2.5 percent of total federal spending,
funding for the U.S. Department of Education would be $31.2
billion instead of the current $21.9 billion.

"That is why CEF recommends a fouz-,ear effort, beginning
with a $2.5 billion increase for education in FY 1990."

Morris noted that one of President-Elect Bush's campaign
themes wis his intent to become the "education president.”

"We welcome this emphasis,” Morris said. "It comes at a
time when there is an education deficit in the United States. If
this nation is to regain its gtature as an internationally
competitive sconoay, provide personnel for a strong defense, and
lay the foundation for future economic growth and prosperity; we
must have a well-educated w~orkfo:cce.

"According to the Congressional Research Service and the
Congressional Budget Office, since 1980 poverty among cn.ldren
has increased to 22 percent,” Morris continued. "During this
same time period 500,000 disadventaged preschool and elementary
school students were Jropped from the Chapter 1 program that
provides federally-supported compensatory education for
§1ladv1ntl9¢d'chlldrcd. Today Chapter 1 can only serve less than
half of the children eligible for this vital program. And the
share of federal support for :hc.cducation of more than four
million handicapped children has declined from a high of 12,5
percent in 1979 to just 8 percent today."

{more)
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CEF vice Preaident Becky R, Timmona, Director of
congreaaional Lialaon for tho-AnorLean Cﬁuncll on Education, said
that at the college and univeraity level, "un increasing number
of low~income etudenta have been forced to borcow wmore to finance
their educationa. The focus on atudent aid for the needy has
ahifted from grant, to loana.

"In 1979 Pell Granta, the major federal atudent aaalatance
program, covered nearly $0 percent of total college axpenaea,”
aaid Timmona, "currently they cover 29 percent. Since 1980,
funding for the Supplamental Educational Opportunity Grant
program=-when adjuated for inflation--decreaaed by 18 percent;
Collega Work-Study funding decrasaed by 23 percent, Perkina Loan
funding dlclfnod by $3 percent and TRIO programs for the
disadvantaged were cut by 13 percent.”

“An 'ldueatlon Preaident'”, aaid Morcia, "ahould view a down
payment on our national education deficit aa an impcrative that
cannot be poatponed. CEF recommends the following increases for
rY 1990:"
$ 768.0 wmillion == tn cover the coet of inflation on the proven

3’::::51::::;“:532:2 o:usg::ri::".l
800.0 million -= to provide a modea: added investment in
elementary and aecondary education
. programs aimed at dieadvantaged atudente.
800.0 million == to-provide a modeat added investment in
Biaadvancaged stuenta, Ty Mimed &t
150.0 million ~-= to provide for preaidential initiatives

and for a modest added investment in
other vital prograas.

$2,518.0 mill’ >n-- Total Education Department Increaae over FY 89
n
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POSITION STATEMENT
COMMITTEE FOR EDUCATION FUNDING
January §, 1989

The November election, at the presidential level and in countless
congressional, state and local races, focused A bright spotllight on the need
for a renewed commitment to invest in education.

President-Elect George Bush has assured the American people of his intent to
be the "education president.” His elention can de seen, in part, az a
national mancate to fulfill that plecge.

This presidential emphasis on education is most welcome. It comes at a time
when U.5. cc -orate leacers, philanthropic oundations, and myriad reports
have been 3rressing the urgenoy of concentrating more of our federal resources
on education, particularly on education of the gisadvantaged.

But what must an "education president" do to meet this coomitment?

THE PROBLEM

As 1 result of previous cutbacks and deferred priorities, there currently
exists in the United States an education deficit, the scope of whioh ig
comparable to a chasm, separating ehildren with academlc and financlal
resources from childr who have neither. Breeohing this chasm will require a
sulstantial and stead..y increasing investment in the demonstrably effeotive
but severely underfunded federal education programs.

Sinoe 1980, federal spending for education--despite s growing population of
disadvantaged young pecple, at wWhom most {ederal education programs are aimed-
~has decreased U 7 peroent in real terms. In FY 19580, education represented
2.5 peroent of the federal budget; in FY 1938 it represented only 1,7

percent. If priority of investment in education had bwen sustained in the
inservening eight years and remained at 2.5 percent of the total federal
budget, funding for the U.S. Department of Educatien in FY 1989 would total
$31.2 billion instesd of the currant $21.9 billien.

What has this meant to children in need, our future workforce in the 21st
Century? 1I:c means that while poverty among all children has grown to 22
percent, partieipation in the "Chapter 1" program of compensatory education
for dlsadvantaged children has dropped by 500,000 students sinoe 1580.
Chapter 1, whieh i3 sucoessfully ralsing the reading and math compet.ency of
4.5 willion children, is serving less than half of the youngsters eligihle for
148 vital help. 1t means that Head Start, the proven presnhool progras for
disadvantaged children, continues to serve only U53,000 youngsters, less than
20 percent of {ts eligible population. It means that the share of federal
support for the education of more than four wmillion handicapped chiloren nas
declined from a high of 12,5 percent in 1979 tr just 8 percent tocay, It
o2eans that the maxisus Pell Grant award s needy college student can expeot to
recelve will cover only 29 percent of total college expenses, whilu covering
nearly SO percent of those expenses in 1979, And it means that sinos 1980,

165.;
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funding for the Supplesental Educational Opportunity Grant programe-when
adjusted for (nflation--decreased by 18 percent; College Work-Study funding
decreansd by 23 percent, Perkins Loan funding declined by 53 percent. and TRI0
programs for the disadvantaged vere cut by '3 percent.

WHAT NELDS TO 8 DOME

1f this natien is to regain ita stature 88 an internationally ocompatitive
sconomy, provide the personnel for a strong ¢efense, and lay the foundation
for future sconomic growth and prosperity; we must work smerter with a welle
educated workforoe. Thirty-five years ago 17 people were employed for eaoch
retires In the Soclal Security system, by 1992 there will only oe thres,
Clearly, all three must te Pproductive. To continue to deny eligible children
access to proven federal sducation Programs is an act of national negligence
that accepts increased dropout rates and lives spent ir a fruitless searoh for
jobs at the margins of an economy that cannot afford tO have marginal workers.

The Americap people look to the President to take the lead in making education
funding a significant budget prlority in the r wt Administration.

At least .$10 billion is needed to simply bring sducation back to the budget
share it received in 1979, Crouth in the federal programs can only truly be
measured against that yardstick, and, buginning with a significant down
payment in FY 1990, a four-year effort should be mounted to achieve this goel.

The mesbers of the esducation community well understand the strain that has
baen placed on the bpdget by ezcessive deficit spending, and we faver
equitable efforts to hasten its elimination. But, in recent years other
slements of the budget have witnessed rapid growth, while federal education
spending was pushed back in the name of deficit reduction. This trend oust be
arrested, and education funding must be allowed to rise as a peroantage of
budget expenditures. .

The N tion looks to an fducation President to sake tha down payment. CEight
years of net loss for education have allowed too many young pecple in an
sntire elesentary school oohort (Kindergarten in 1580 through eighth grade in
1988) and thoss who would hava besn smong two ocomplete college gradusting
classes (1984 and 1988) to becoms victims of lost opportunity. Educatien
funding within the FY 1990 Cederal budget must include the first of seversl
signficant steps to increase our nation's investmsnt in its young people.

Therefore, the Committes for Cduostion Fundin;, a 2U-year-old 100-member
coalition ubase srganizations represent more than 50 million elementary,
secondary and postascondary students, PAFants, teschers. adalnissrators,
presidents, librarians, counselors, trustees and sohool poard members calls on
the Presidens ad the Prasident-Llect to commit $2.518 billion in new funds
for faders) edudation programs.

Page - 2
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The recommended increase has these components:

$ 768.0 million .- to cover the cost of inflation (4.1%) on the
existing, proven base of all currently funded
federal discretionary education programs. This
will enable every program, from the small gifted
and talented equustion program, to Impaot Ald, to
the larger Pell Grant program, to gontinue without
any reduction in the services delivered in FY 1689.

800.0 million . to provide a modest added investment in elementary
and secondary education programs aimed at
disagvantaged students (Chapter 1, Education of the
Ha~dicapped, Secondary School Basic Skills, Magnet
Schools, Even Start, Dropout Prevention). For
every 3600 in added Chapter 1 funds, local sohocols
will be able to provide more individualized
instruction to one additional child among the
approximately 5 million who are eligible but not
ocurrently served.

800.0 million -~ to provide a modest added investment in
postsecondary education programs aimed at
disadvantaged etudents (Pell Grants, Supplemental

. Education Opportunity Grants, College Work-Study,
Parkina Loans, State Student Ineentive Granta, and
‘ipacial Serviess far Disadvantaged Studenta)., Tnis
4ill permit a modest increase in grant and work
prograas to lessen reliance by disadvantaged
swudents on the use of loans.

150.0 alllion «= to provide for presidential initiatives and for a
. sodest added inveatsment in other vital programs

such a8 Yoostionsl Educaticn, Library Services,
Adult Cducation, literacy programs, e¢tc. This u.ill
enable greatar investment {n all-important lidrary
resources and greater emphasis on worker
preparation, math/science education, minority
acience improvement and graduate fellowships.

eves s cesve - csserasan

$2,518.0 million -- Total Education Department Increase over FY 89

We also believe that up to 4500 million should be wdded to the Department of
Health and Hunan Services budget for a significant increase in the Head Start
program, and that the important child nutrition programs funded through the
Department of Agriculture should be maintained at their current levels.

Fage - 3
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Statements ln Support of Increased Education Punding

"iamedlate action is necessary to halt the continued growth of & large,
permanent underslass of young 7iople who cannot qQualify for :cmploymant because
they laok fundamental literacy skills and work habits.”

"Historically, the federai government has had an important role to play in
targeting resources to children in need. It needs to reaffirm this long-
standing commitment to ensuring the disadvantaged access to Quality
education.”

"The remedial r.ading and mathemaclcs programs of Chapter 1...and Head Start
nave had demonstrable success, and federal funding of both programs snould be
brought up to levels sufficient to reach all eligible ehildren.”

Investing In America's Futurs
Committee for Economic Development, 1988

“In the U.S. today. one child in five (s poor. This is intoleradle in the
nistory's richest nation. Children make up the biggest single segment of the
32 million Americans who live delow the official poverty line.”

“There i3 no easy answer to the problem of ingrained poverty. But early
intervention in the lives of poor children offers the Dest opportunity te
break the cycle of poverty. There is 30l1id evidence that Federsl prograns
such as Head Start, prenatal care, lmmunization, the Women's Infant and
Children feeding pregram and compensatory eduoation do work, and offer one of
the pest investaents the country oan make in its own people.”

"Spend ing publlo funds for these young Axaricans is not wasteful; it is
wasteful not to invest in the medical at.éntion, the education and the job
training that will provide poor ohildren with & share in the Aserican
opportunity.”

"We recommend that you set a g-=al of full Federal funding for Head Start, WIC,
Compensatory Educaticn (Chapter 1), prenatal care, imsunization and preventive
nealth care programs for all eligible disadvantaged children within eight
years, and move towsrd that goal by recommending in your Fiscal 1990 budget an
annual inorsase of $2 billion until the goal is reached.”

*Education and job tralning is the second imperative....We urge you to launch
a nationa) effert at improving productivity...You can support federal funds
for the demomstrably effestive programs like Head Start and nospensatory
education. Yeu oan seek to broaden accesa to higher education for all
qualified to enter college, and encourage more bright students to choose
graduate work in science and engineering...You can support long-term extension
of the researoh and development and university basic research skills."

ri Agen

Report to the aist President of the U.S.
Gerald R. Ford and Jimmy Carter, 1988

Page - 4
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"Head Start. Quality development support must be followed up with effective
preschool programs...Additional funding is needed.”

“Chapter 1, The federal comitment to education of the disadvantaged must be
sustained through Jlementary and secondary school...Here, ton, edditionsl
funds are reQuired.”

"Math and acience programs. The Council recommends Incraased funding to
strengthen programs to train math and science teechers.”

"Post-secondary education. The Cour~tl recommends higher levels of funds for

programs to ensure post-secondary access for low-income students...Current
federal programs do not provide the resources needed and should be expanded.”

Council on Competitiveness, 1988

' *

"What did we [ind?
“%People do want a balenced budget;

"SAngricans will support tae hard choices necessary to balance the budget;
but

"®They will support those herd choices only as part of a package which is
generelly perceived to de fair.

"®'Feir' packages spread the burden of deficit reduction broadly across
interest groups &nd reglons.

"S1f there sre two 'sacred cows' In he federal budges this year, they are
education and environmental programs;"

Exercise In Hard Cholices

Committee for ¢ Responsible Budget, 1988

Page - S
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Senator PrrL. We now come to Ms. Gallagher, who is president
of the South Carolina NEA.

STATEMENT OF MS. SHEILA GALLAGHER, PRESIDENT, SOUTH
CAROLINA EDUCATION ASSOCIATION, COLUMBIA, SC, ON
BEHALF OF NATIONAL EDUCATION ASSOCIATION

Ms. GaLLAGHER. Thank you, Mr. Chairman, Senator Kassebaum.

I am Sheila Gallagher, president of the South Carolina Educa-
tion Association, and on behalf of the National Education Associa-
tion, I appreciate this opportunity to speak with you on the Edu. a-
tional Excellence Act.

Two years ago, this committee began its work on the Stafford-
Hawkins Elementary and Secondary Education Improvement Act.
Those efforts were grounded in a recognition that individual stu-
dents have unique needs and that education programs must have
sustained assistance to be successful.

This committee has more than just a track record, it has a proud
tradition of establishing significant education programs. Over the
past three decades, Congress, under the leaderslu;{) of the Labor
and Human Resources Committee, has made an enduring contribu-
tion to the lives of millions of Americans,

I would like to be able to come before you and say that the Edu-
cational Excellence Act of 1989 would truly make a significant dif-
ference. But in all candor I cannot. The programs embodied in this
measure are marginal at best, and some would be lacking leader-
ship and taking leadership in the wrong directior.

'1‘.:115' bill would authorize more than $2.2 billiun over four years,
including more than $1.5 billion for a recognition program that
amounts to little more than a pat on the head to schools and com-
munities that face serious obstacles in their efforts to prepare our
Nation's young tY"eo le for the next century.

NEA will be the first to admit that there is still work to be done.
America is changing. Its people, its economy, its institutions, they
are all changing. And the public schocls must be transformed not
merely to reflect changes up to now but to lead our Nation forward
into the future.

Some components of this bill can be of value. NEA supports an
increase in the endowment grants for Historically Black Colleges
and Universities and assistance to address the scourge of drugs
that threatens America’s youth, America’s future.

The national science scholars program is a nice idea, but com-
pared to the widening fap between the costs of postsecondary edu-
cation and the level of assistance available from existing Federal
student aid programs, the $5 million that it would provide in fiscal
year 1990 is lees than a drop in the bucket. .

On the other hand, some components of the Excellence in Educa-
tion Act would divert Federal resources down avenues that are
counterproductive. States have devoted considerable efforts to
strengthening the requirements for teacher preparation and teach-
er certification. This measure would provide funds to help circum-
vent those standards. The $25 million proposed for this program
would be far better invested in research by the national board for
professional teaching standards.

11t
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The presidential awards for excellence in education would not
help identify, recruit, and prepare qualit’ed individuals for educa-
tion careers. Nor would it address the compensation needed to at-
tract and retain qualified professional educators.

The magnet schools of excellence is intended to advance open en-
rollment, a concept which at its best is an untested experiment and
at its worst the path to a massive resegregation .° the public
schools by ability, by class, and by race.

We welcome discussion of an education initiative supported by
Congress, by the President and by the people. But schools and the
students served in them deserve more than rhetoric, rewards, and
redundancy that this measure offers.

There are alternatives. The most important step Congress could
take is to provide full funding for existing programs and extend
access to all eligible students.

Next, Congress should establish and support programs to address
the academic, nutritional, health care, and social needs of our Na-
tion’s disadvantaged students.

Third, Congress should provide the resources that will enable
school districts to «pand and strengthen academic programs in the
areas that our children need to be successful for in the future. And
in this time of limited resources, if this comr.ittee does move for-
ward with any elements of this legislation, funding should not
come at the expense of existing Federal education programs that
we know work.

Let me repeat that. Funding should not come at the expense of
existing Federal education progrums that we know work.

We commend this committee for its efforts to develop initiatives
that help America’s students at every level, and we look forward to
working with this committee in maintaining the national drive
toward excellence and equity in education.

I thank you very much.

Senator PeLL. Thank you very much, Ms, Gallagher.

[The prepared statement of Ms. Gallagher followis:]

112
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PREPARED STATEMENT OF SHEILA GALLAGHER ON BEHALF OF
THE NATIONAL EDUCATION ASSOCIATION

Mr. Chairman and Members of the Subcoamittee:

I am Sheila Gallagher, president of the South Carolina
Bducation Association. On behalf of the 1.9 million-member
National Education Association, which represents professional and
support employees in public elementary, secondary, vocational,
and postsecondary aschools throughout the nation, I appreciate
this opportunity to speak about the role the federal government
can play in maintaining the drive toward excellence and equity in
public education.

App;oxinately two years ago, this Committee began its work
on the reauthorization of a dozen essential federal 2lementary
and secondary education programs. Those efforts were grounded in
a recognition that individual ltud-ntl\havo unique needs, that
some students require special assistance to succeed in school and
in life, and that schools must have sustained assistance to be
able to provide quality educational services for disadvantaged
students, students with limited proficiency in English, and other
students at risk. After careful study, this Committee
acknowledged that federal aducation programs such as Chapter 1
compensatory education for disadvantaged students worked well and
deserved to be continued. And at the same time, this Committee
established new programs — such as concentration grants, dropout
prevention, and parental involvement — that were developed based
on the recommendations of teachers, administrators, paren:s, and
others with a strong interest and experience in education.

The process by which the Labor and Human Resources Committee

developed these education programs reflects a model for
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2
developing ways to provide meaningfui assistance to students and
public schools. Too often, particularly in recent years, well-
intentioned people have attempted to make changes in education
without an adequate assessment of what the most pressing needs
are, without consulting with professionals in the field, or by
striking out on a parallel track, or even a divergent track,
rather than building on the foundation that already exists.

NEA would be the first to admit there is still work to be
done in advancing the goals of excellence and squity in
education. We have long advocated a full commitment to spacific
elementary and secondary education programs that have proven
successful, such as Chapter 1, handicipped educatlon, bilingual
education, Indian education, and the rest. We have long
advocated a full commitment to programs that meet the human needs
of disadvantaged children, including child care, nutrition and
health programs, programs to stem tha tide of chemical
depsndency, juvenile delinquency, and sexual promiscuity. We
have long advocated a significant genaral aid program to help
local communities meet their responsibility to maintain and
operate the public schools. We have advocated new programs to
aeet emerging challenges in education: a greater emphasis on
education personnel development, including programs to encourage
more ethnic and racial minorities to enter the teaching
profession) programs to encourage a more collegial approach to
problem-solving at the local level, including assistance for
site-based decision-making, professional development resource

centers; school restructuring based on local needs and locally
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determined goals) and programs to improve the standards for
entering and incentives for remaining in the teaching profession,
as well as providing ongoing assistance to stay current in
subject matter and methodology.

NEA is not alone in its commitment to effective programs to
help continue the drive toward excellence and equity in
education. The Committee for Economic Development has compiled a
number of reports in recent years calling for a significant
investment in education and outlining a number of specific
programs that schools and communities, with assistance from state
and federal governments, can initiate to address tﬁe real needs
in education. 1In its 1987 report, "Children In Need: Investment
Strategies for the Educationally Disadvanéaged.' CED reminded
Americans thit "raising standards for all students without
) increased efforts to help those who may not meet those standards
will go only part way in realicing the nation's educational
goals." It called for the nation to embark on a "third wave® of
education reforr. "that gives the highest priority to early and
sustained intervention in the lives of disadvantaged children."
The public achools alone cannot make the& kind of progress the
public expects. It calls for a svstained community effort with
the close involvement and support of parents and other family
members. CED called for a greater emphasis on prenatal and
postnatal care for pregnant teenus and other high-risk mothers;
parenting education for both mothers and fathers, family health
care, and nutritional guidancej) quality child care arrangements

for poor working parents that stress social development and
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school readiness; and quality preschool for all disadvantaged 3-
and 4-year-olds.

This Committee and this Conjress have an opportunity to
exert leadership in these areas so that — in cooperation with
state and local government, with the private secvor and
individual families — all children have access to these services.

In terns of the structure nf the public schools, CED
advocates school-based management that involves principals,
teachers, parents, and other school personnel in shared decision-
making and accountability; smaller schools and smaller classes;
un-to-date educational technology integrated into the curriculum
to provide new learning opportunities for students; additionai
pedagogical support for teachers; support systems within the
schools that include healch services, nutritional guidance, and
psychological, career, and family counseling; and increased
emphasis on extracurricular activities that help build acadenic,
social, or pnysical skills.

In short, the CED recommendations, 1ike NEA's
recommendations, constitute a comprehensive program for reform
and renewal in public education. These recommendations are
grounded in a close, longitudinal stua; of the public achools,
and the students and educators who populate them, and consider
what resources and programs they nmust have to fulfill the
expectations of the American people and the future needs of our
nation. No one is suggesting that providing those resources and
developing and maintaining those programs will be an easy task.

But the fact is America is changing, its people, its economy, and




saadLo

112

5
its institutions are changing, and the public schools must be
transformed — not merely to refl_ .. ~~cietal changes up to now —

but to lead our natiop Zorward int. : future.

The Excelleuce in Education Act

I'd like to be able to come before you and say that this
propused legislation, the Excellence in Education Act of 1989,
would truly make a significant difference in the quality of
education programs across the nation. But in all candor, after
careful study of the various components that make up this
initiative, the programs embodied in this measure are marginal at
best, and gume would be le~?-~tship in the wrong direction.

The structure of the Eicellence in Education Act of 1989 is
sound. It has the appearance of being a major education
initiative. 1Its findings are, for the most part, beyond
challenge. It has components that are designed to addresas
several different aspects of our educational system. It includes
some resources to carry out its objectives. It emphasizes state
and local control. However, it is unclear how this measure does
anything meaningful to address the key needs of public schools or
students. This proposal falls far short of providing the kind ¢*
design, resources, or leadership to initiate any of the
recommendations NEA, CED, or any other organization with
experience in the strengths and weaknesses of the public school
have advan:ed in recent years.

There 1re positive elements in this packaae. Por instance,

NEA supports an increase in the endowment grant - for Historically
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Black Colleges and Universities, and we support assistance to
school districts to acdress the scourge of drugs that threatens
the future of America's youth. The Drug-Free Schools Urban
Emergency Grants and the endowment awarde to the Historically
Black Colleges and Universities would build on an existing
framework, they would address real needs, and they would provide
resources to accomplish goals established by the education
community.

The National &cience Scholars Program is a nice idea. But
compared to the widening gap between the costs of postsecondary
education and the level of assistance provided under existing
federal student aid programs, the $5 million it would provide in
FY530 ig less than a drop in the bucket.

Recognition versus Meaningful Assistance

Mr. Chairman, we simply cannot fool ourselves. Providing
avards to schools for their accomplishments as in the Merit
Schools prograr is not even icing on the cake; it is the
decorative cherry one would place in the center of ti.a cake after
it has been frosted. At a time when most people are tulking -
about the need to establish national goals in education, this
program would reward local schools for meetiny their own
criteria. At a time of limited federal resources, it is
counterproductive to devote this level of resources to & program
that, in effect, duplicates existing state and local recognition

programs. More importantly, the Merit Schools plan fails to

provide a gustained commitment to public schools with serious
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obstacles to achieving meaningful education reform and
improvement. A one-time grant would not enable schools to
establish nev programs or pay teachers more, or address the
physical deterioration of schools. At a time when budgetary
restrictions bring every expenditure under close scrutiny, it's
important to meet the greatest needs first. Giving owt prizes
for do‘ng well is not the first or greatest need.

In addition, the proposed legislation would provide $100
million in FY90 for Magnet Schools of Excellence. Again, this
change would tend to undermine longstanding efforts at the state
and local level to establish a positive route toward
desegregation. 1Instead, this proposal is intended to promote
open enrollment; a concept which is at best an untested
experinent and at worst the pach to a massive resegregation of

the public schools — by ability, by race, and by class«

Leadership in the Wrong Direction

Some components of the Excellence in Education Act are, in
fact, leadership in the wrong direction. In the last two
decades, states have devoted considerable time and effort to
st:engthenir the requirements necessary to ensure a qualified
teacher is -resent in every classroom. The National Board for
¥Yrofessional Teaching Standards — which is designed to promote
the improvement and standardization of preservice and inservice
aducation for professional educators — is still in its infancy.
At the same time, more than half the states already have escape

hatches to allow perbons without such training to cover
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classrooms. And now this measure would provide states $25
million in FY90 to explore new ways to circumvent existing
certification standards.

Mr. Chairman, as you know, there are no shortcuts to
excellence. In March 1989, the Rand Center for the 3tudy of the
Teaching Profession released a study entitled, "Redesigning
Teacher Education: Opening the Door for New Recruits to Science
and Mathematics Teaching.®™ After looking at several alternatives
to teacher education, the Rand study concluded that, as a group,
alternative certification recruits were the least satisfied with
their coursework, the least satisfied with their practicum, and
in most cases the most frustrated in the lack nf preparation for
the classroom. Proponeats of alternative certification tend to
downplay the importance of pedagogical training, but according to
the Rand study, "the most frequently mentioned need was for
additional coursework in teaching methods...Alternative
certification recruits wished they had had training in teaching
methods and classroom management before they entered the
classroom..."™ The Rand report concludes that "the nontraditional
programs that follow a more ‘'traditional’ preparation approach—
providing substantial pedagogical coursework before recruits
anter the classroom and providing supervision and graduated
assuaption of responsibility during an internship—are more
effective in the eyes of their participants and graduates.
Programs that severely truncate coursework and place candidates

on the job without adequate preparation or supervision are, not

surprisingly, least well-rated by recruits.”
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Furthermore, the Rand report questions whether scientists
and engineers are a viable pool for recruiting teachers. The
National Science Poundation reports that of 21,423 respondents
employed in scientific and technical occupations in 1970, only
121 switched to precollege teaching during the course of the
decade, most taught for only one or two years, and after 10
years, only three remained in the classroom. The Rand study
reports about 4 percent of these 21,423 gcientists had education
degrees, but only 0.2 percent were teaching at the K-12 level,
concluding "for this group, 'defectors' outnumbered entrants to
teaching by a ratio of 20 to 1."

In our view, Mr. Chairman, the 825 million proposed to
encourage states to explore alte:native certification procedures
would be far better invested through funding the research for the
National Board for Professional Teaching Standards as proposed in
8. 478, as introduced by you and Senator Dodd.

Since 1857, NEA hcs been dedicated to improving the teaching
Profession. And toward that end, we have supported efforts to
improve the compensation of teachers and other education
employees in order to attract and retain qualified individuals in
education professions. One of our first and most enduring goals
as an organization is to assure that there is a qualified teacher
in every classroom. And in our view, the Presidential Awarcs for
Excellence in Education component of this bill does not lead us
toward that end. All teachers should be fairly compensated for
the service they perform, and one cannot get around that basic

fact. A one~shot 45,000 award for a relative handful of teachers
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is not nearly o{;cctivo as efforts to identify, recruit, and
prepare quaittlcq individuals to education careers, efforts to
strengthaen tﬁ; ;;andards and certification for those entering the
profession, and efforts to provide professional compensation for

all education employees.

There Are Alternatives

The Excellence in Education Act, as introduced, would
authorize more than $2.2 billion over four years to state and
local education agencies. The largest component of this Act, the
Merit Schools program, would devote more than $1.5 billion to a
recognition program that amounts to little more than a pat on the
head to schools and comsunities that face serious obstacles in
their efforts to prepare our nation's young people to address the
educational, social, and economic challenges of the next century.
This Coymittoo has azor» than just a track record of establishing
significant education prograas; it has a proud tradition. Over
the past three decades, Congress — under the leadership of the
Labor and Human Resources Committee — enactec the Elementary and
Secondary Education Act of 1965, the Bilingual EBducation Act of
1968, the Bducation for All Handicapped Children Act of 1574, and
the dosens of other programs that have made an enduring
contribution, not only to public education, but to the lives of
the millions of Americans public education has touched and
continues to touch each year. The legislation before you dces
not build on that foundation; it is more of a stroll down the
garden path.
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America's public schools and the students served in them
deserve more than the rhetoric, rewards, and redundancy this
measure offers. At present, only about one-half of the students
oligiblc_to participate in compensatory education programs
actually receive services. The appropriations for the state
grant portion of the Education for All Handicapped provides only
about 7 percent of the costs above average per pupil
expenditures, far short of the 40 percent Congress pledged to
provide when the programs were established. FY89 appropriations
for bilingual education programs is sufficient to serve orly
about one-sixth of the students reported by states as iimited
English-proficient. The first, the most important step Congress*
could take toward excellence in education should be to provide
funding for the full range of existing programs that extends
access to all eligible students. Second, Congress should
establish a comprehensive network of programs to address the
academic, nutritional, health care, and social needs of our
nation's disadvantaged children. Third, Congress should provide
the resources that will enable school districts to expand and
strengthen programs in the areas our children will need to be
successful in the future. Wwhen that agenda is completed, there
will be no need for a recognition program for schools for
accomplishing what they all ought to be doing now.

Finally, in this time of limited resources, we are deeply
concerned that funds for new programs not come at the expense of

existing federal education programs that we know work. Chapter

1, bilingual education, handicapped education, and the rest are

v
3
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seriously underfunded; after accounting for inflation, federal

elementary and secondary education programs have lost $4.2
billion since 1980, 1If this Committee does .iove forward with any
of the elements of the Excellence in Education Act, the prograns
should be financed with new funds.

We commend this Committee for its work in developing and
supporting programs that help state and local education agencies
address the needs of our nation's young people, and we look
forward to working with this Committee in the ongoing process of
monitoring and refining existing programs, and developing new

programs to maintain the nacional drive toward excellence and

equity in education.
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Senator PxrL. Regarding the magnet schools pro which we
have discussed here, might it not be better to consider it as a third
categoxx' to be funded after we have fully provided for schools
under desegregation orders or voluntary desegregation plans in the
magnet school program and then, second, those with a heavy con-
centration of minorities under the alternative curriculum pro
It is a complicated question, but it's a question really of priorities. I
was just curious what each of you thought.

Ms. Gallagher, what would be your thoughts?

. M; GALLAGHER. Senator, if I could have you repeat that ques-
ion

Senator PeLL. Yes. The question is: Regarding the magnet
schools proposal, might it not be better to consider that as a third
category to be funded after we have helped schcols under desegre-
gation orders in the magnet schools program and then those with a

eavy oo.;xcentration of minorities under the alternative curriculum
pro

. GALLAGHER. I think the first priority is to be sure that our
disadvantaged schools are helped first, end it’s very hard for me to
state where I really believe the et schools fit into that propoe-
:_lbecause I see a very, very good chance that this is really segrega-
ion.

Senator PeLL. Thank you.

Dr. Thomas.

Dr. THoMAS. Yes. I support the notion of helping those schools
that need the most help financially, that have the highest percent-
age of disadvantaged.

My experience tells me that magnet schools have served a pur-
pose, in my judgment, a political purpose, to accomplish certain
things, whether it be desegregation. But as far as raising the qual-
ity of education in a district, I would question it because I don’t
think you get the slll)ainoff and the fallout and the modeling that we
wmgd like to see that spreads throughout, that would pervade the
system.

So magnet schools would not be my top priority.

gien%or PerL. All right. Thank you very much.

r. McCully.

Mr. McCuLLy. Yes, Senator. Our testimony did speak to that, I
think, where we would propose a trigger at $200 million prior to
going into magnet schools for excellence. )

. And also, I believe my testimony suggested combining the objec-
tives of magnet schools for excellence with the Secundary School
Basic Schools Act that is already in place.

Senator PrLL. Thank you very much indeed.

Dr. Bennett.

Dr. BENNETT. Senator Pell, I would add to the comments already
made that I am a very strong proponent of magnet schools in the
desegregation rocess that have had extensive experience across
the United States in these kinds of d ation plans.

I am also, being from Minnesota, familiar with the ways in
which magnet schools can contribute in the choice process.

Let me underscore the point, however, that the State of Minneso-
ta in combination with local funding is already accomplishing this
without the aid of Federal intervention. We have countless exam-

12%
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ples of schools that are alternative or magnet schools in Minnesota
that have been accomplished beautifully within the existing fund-
ing. We simply don’t need this kind of additional effort except in
the areas of desegregation, and this remains the American dilem-
ma and we need more money with respect to magnet school sup-

port for the d tion imperatives.
Senator PELL. you very much.
Mr. Marec

Mr. Marec. Mr. Chairman, AFT does support the concept of
magnet schools, but in and by themnselves we don’t think that
that’s the answer to educational reform. We would basically feel
and agree with Dr. Bennett that we should be looking at areas
which would improve the whole area of desegregation and to im-
proving education for our most disadvantaged.

Senator PeLL. I have one other question. As you well know, the
school year includes 180 days a year of vacation days, thus half the
year is a vacation for our students. I am just curious about your
reaction. Do you think the school year should be longer? I am talk-
ing of the objective of increasing educational time. This is presum-
la]?y with the given salaries and would be increased proportionate-

But do you believe the school year should be longer, or should we
continue to have half the year as vacation? Ms. Gallagher.

Ms. GaLLAGHER. Well, Senator, you mentioned the word, the pre-
sumption, that the teachers and the other educators would be paid
more. In South Carolina, under our Governor Dick Reilly, we
passed the Educational Improvement Act and we increased our
school year by five days, and there was somewhat of a pay in-
crease. I would not consider the pay increase making up for the
extra time.

The vacation time is not what a teacher really has. Most of the
time you are taking extra classes, you are doing extra work with
your students. I have had the opportunity to serve as class sponsor
and other school activities. So there is an awful lot of extra time
that you spend with students that are so-called vacation days and
you are not in a true academic situation but you are in a learning
environment.

So if you're talking about increasing the school year with actual
academic school days, that is a question that is open.

,Senator PerLL. All right. I am talking from the viewpoint of the
kids at school, half the year is a vacation.

Dr. Thomas, what is your thought?

Dr. Tromas. I think the question can be addressed in the context
of bringing education in line with what the econom:’ is now. It's
not a farm econonsy in the sense thut it was when school was out
in&gy:.ndwehadall:ummer.oﬁ’.ltlﬁnkthat that has to be

ooked at.

The whole question of quantity versus quality is involved here
too. Just extending the year does not ensure that more education is
goi.ngutf take place. I think we’d have to look at that very, very
carefully.

Now, there are some districts that have the 46-15 plan where you
have what we call year-round schools. I think the rury is still out

12¢
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:il;n wlt}‘xether itt’_s ?fa valu; or not. But I think that the quality is the
ificance of what is happening.

Senator PrrL. Thank you.

Mr. McCully.

Mr. McCuLLy. Senator, s ing on my personal beliefs and not
necessarily representing NSBA, I think the key thing here is not
necessarily more time but quality time on tasks. And I think that
could be accomplished with some Federal aid nrograms and to
enable teachers to utilize things that we know now by hard re-
search data, such as the clinical teaching methods and those kinds
of things and also some leadership academies for our administra-
tors s0 that they can go in and actuaily evaluate teachers in a posi-
tive manner so that they can give more quality time on tasks. I
think those are the two key things.

Senator Pzrr. Thank you.

Dr. Bennett.

Dr. BENNETT. Senator, we have tried t~ make very constructive
use of summer school programs in our scnool district. Traditional-
ly, better than a third of our students, mostly at-risk students,
have attetﬁgfyd m;lmnlc{er scho:;. Iat

Regret , the Minnesota Legislatu:e two years ago discontin-
ued State funding for the summer progr.ms. So what we’re talking
here about the need for and the benefits of an extended school year
where people are paid more, in reality what is happening, at least
. in our State, is that there is a considerable retraction from that po-
sition.

Senator PeLL. Mr. Marec.

Mr. Magrec. Mr. Chairman, basically our position is that before
we talk about increasing the school year we ought to take a look at
what we are currently doing with the amount of time we have.
And I think it is a question of quality versus quantity. I think we
are to the point where we ought to be allowing teachers to teach
rather than constantly being interfered with by ringing bells, as-
zrg:lies, shortened days for whatever programs there may happen
We do feel, however, that if we take a look at restructuring
schools and we start talking abuut delivering programs that meet
students’ needs, that ir many instances specialized summer pro-
grams for students in at-risg categories have pro'~n beneficial
where we have seen them working in Chio.

So I think. it's a question of selectivity and quality rather than
just saying if we'd just expand the school year from 180 to 200 or
220 days, that that's the answer. We don’t believe that is.

Senator PrLL. I would ask the staff to insert in the record at this
point the number of school days in the school year of technological-
ly advanced competitors in the world and see where we stand in
that regard. .

[Information supplied follows:]
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Senator PELL I am a little disappointed at the reply of all of you
because I would have thought that half the year as a vacation is a
little rich when you consider how far behind in educational
achievement many of our kids are compared to the Japanese,
German, British, etc.

I would turn to Mrs. Kassebaum.

Senator Kassesaum. Thank you, Mr. Chairman.

I would like to start with Mr. McCully, if I might, he being a
fellow Kansan. I am pleased he is here ngesenting testimony for
the National School Board Association. Having been a member of
the school board for 18 years, you are well qualified to do so. That
is an achievement, as me<t school board members don’t survive
that long anymore.

You spoke frequently in your testimony, Mr. McCully, about
your concern that we might be detracting from some of the pro-
grams that are working well by havmﬁ money going into the new
magnet school proposal or the merit school proposal.

Do you see any way we can perhaps move some of the adminis-
tration’s pro into existing ];rograms in such a way that there
can be a constructive amalgam of both?

Mr. McCuLLy. Yes, Senator. I think one of the ways that we sug-
gested is that the magnet schools basically for deuegregation pur-
poses could well be dovetailed into magnet schools for excellence,
and in many cases those are probably in States one and the same.

There are some other tgza'ograms, the Secondary School Act that I
mentioned too, I think, that could also, if that were fully funded at

$400 million, which is the authorization, I think that would take
care of some of those concerns that the administration’s bill speaks

to.

Senator KasszkBauM. I thiik you and Dr. Bennett too talked
about the merit school program being limited to_Chapter 1 schools.
Is that correct? :

Mr. McCuLLy. I believe that my testimony suggested at least 50
percent of those funds go to Chapter 1 schoonfs.
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Senator Kassgsaum. Yes.

Mr. McCuLLy, And also, we are very concerned about, I think,
one of the people who testified called that a prize. I think I am
more concerned with schools, probably in my personal judgment,
some of the schools that are doing excellent jobs are those that
have the financial resources to do that. I question whether it is
sound use of moneinto give them a prize when there are so many
other schools that know what to do if they only had the resources
to do it. My own school district is one of those.

Senator KassgpauM, Why do you think that, say, the El Dorado
school district would be eliminated from consideration under the
merit schools program?

Mr. McCuLLy. Well, as I understand the proposal, it is to award
those schools that have demonstrated meritorious achievement,
either a one-time shot at increasing test scores or whatever. In the
State of Kansas, school districts are also limited by State-imposed
budget limitations, and I think that in itself would limit some
schools, at schools in some States, from even spending the addition-
ata.lll money without some concerns within the bill to take care of

ose.

Senator Kassgsaum, Well, that is why I was interested in ques-
tioning Secretary Cavazos as to exactly how the criteria will be
drawn up and what will be taken into consideration. If there is a
wag' to look at innovation, a willingness to try some new directions
and see some improvement from that, I don’t know why it should
be limited necessarily. I mean I would think anybody then should
be able to qualify.

Now, the danger would be if there is some criteria that is going
to be aiways slanted toward those that have the resources and obvi-
ouﬁy, with that, attract attention.

r. McCuuLy. Senator, if I may, I think the money would be
much better spent if it were allocated on a grant basis for those
schools that have some plan for improvement if only they had the
resources,

Senator KassesauMm. Thank eg’ou very much.

Dr. Bennett, you mentioned with respect to merit schools the

Dade County plan. I think you said it offered more of an incentive

than a p;'ize. uld you elaborate on why you think that is a good
program

Dr. BennETT. The program in Dade County, and by the way, pro-

ams exist elsewhere, including our school district, first of all
g:gm by identifying schools in greatest need. In other words, there
18 no mystery about the schools, in our case, the school district is
most interested in focusing on and improving.

Then second, we hold out the opportunity for additional funding
for those schools. In the case of our school district, it goes to the
school. In the case of Dade County, it actually goes to individuals .
in the school, individual teachers and principals. It's a direct
:ev:tardtseti)f then: to spend personally as opposed to on the school dis-

riet itself.

My own preferance is that it be spent on behalf of the schcol dis-
trict rather than personally.

But in any event, the moneys actually flow when there is a dem-
onstrated improvement. So again, the incentive is held out there,

1%9%
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you know ahead of time that there is the availability of money if
./ou perform, That is the way, I think, in which a program, a mone-
tary program, can actually work as an incentive program rathe-
than a randon:egrize type program the way I fear that the legicla-
tion is structured.

In terms of actually crafting the legislation to accomplish that, I
think a good step in the ﬂ% t direction is literally to change a
single word on page 9, take that page 9, line 6, and if the adminis-
tration thinks it's a good idea that States recognize the compositior.
of the student body and other relevant factors, then the word in
place of “may” should be “shall.”

Senator KAssEBAUM. You think that might solve the problem?

Dr. BeNNETT. Senator, I think that is a first step in helping to
improve this legislation.

nator Kassesaum, Thank you.

Mr. Marec, you had some of the same concerns about merit
schools that I think nearly everybody expressed, and that is how
you enhance local icipation and incentive. Is that not correct?

Mr. Marec. Yes, Senator Kassebaum.

Senator KassesaUM. Do you see Dr. Bennett’s suggestion as
being a step in the right direction?

Mr. Marec. I think there are possibilities there with that. But I
think more in terms of when I take a look at the merit school con-
cept within S, 695, is the fact that a lot of the indices that are
there basically are pretty traditional and, quite frankly, those
schools that are already accomplishing things using those indices
are successful, they will get the rewards.

The question is how do you get to the schools that are not doing
it or, quite frankly, if we take a look at how are we going to pre-
pare students to meet the challenges of the 21st centu terms
of technology, in terms of the fact that the kinds of jobs that we
have had in the past no longer exist, then to us at least that means
going far beyond what is in the bill.

That is ing about going to the local level to try to restructure
schools in such a way that we can reach what basically is perhaps
that 50 percent of the students that we haven’t been reachin‘f even
historically, And that is going to take something far beyond what
this bill entails.

Senator KassesauM. In this bill, even if we would change from
“may” to “shall,” you still have to consider the State educational
agency. In States where you've got an educational agency that is
innovative and aggressive, you would have a more successful effort.
But some States will have to be guided and encouraged in the crite-
ria that they would develop.

I think it's terribly important, and I certainly value the sugges-
tionls‘ you make on how we could establish this in a way that it will
work.

Dr. Thomas, I think your trust fund is an interesting suggestion.
I would only say we are having a very hard time here with reve-
nue.

Dr. THoMas. I know.

Senator Kassepatum. And I can't see any real enthusiasm for an
additional payroll tax.

| ‘ .
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Dr. THoMas. Senator, I would just comment by saying that I
have to come here at least twice a year because our district is heav-
ily impacted, ~s I indicated, and we get a substantial amount of
money for the military kids to educate them. And it’s a constant
battle, which I understand. We certainly hope it wouldn't be, but it
i,

We know it’s a Federal obligation to deal wi*h the impact aid
kids, yet still it's always a battle to get the appropriate funding.
And of course, ] am s ing logically, and I understand where you
sit and where the other Senators sit, you have to look at a lot of
different factors when you deal with these programs.

When you constantly have a situation where the discretionary
pie is constant but the competition is keen, the number of elements
that are thrown into that eomtge:itive t becomes very great,
either we just have to deal with that as a ration level or some-
thing has %ot to give. And I think that in my opinion, one of the
ways, and 1 agree there may not be enthusiasm now, but I think
the seed ought to be planted that there has to be a way.

Certain are entitled. And we know that kids are qoing to
be here. We think they’re entitled to an education. We don’t think
that their education ou;zht to be in the context of a lottery, well, we
don’t know how much you're going to get this year but we know
you've got to learn how to read and do the other things that are
neceasagain a democracy. And we think there ought to be a way to
ensure that moneys are available to support those programs that
all of us believe should be supported.

And so we believe that the trust is a concept that ought to be
explored. What the configuration of it is, I obviously cannot tell
you what it might end up being. But I think it's a concept worthy
of exploration by people in Washington.

Senator Kassesaum. Ms. Gallagher, you talked about alternative
certification and your reservations about it. What do you think is
the best way to attract young people into teaching , particu-
larly where we have m of minorities and math and science
teachers? 1 am fust when I speak to high school groups
today particularly seniors in high school, and ask if they are going
on into teaching. And there are just very few hands ic: ugatoday.

Ms. GALLAGHER. Senator, as a teacher and as a coach, I have an
opportunity to be working with smaller groups of students at timees.
And the conversations that i have with these students and trying
to ercourage them to go into the field of education is that, one,
they would like to have more money. And I think it is our society
that has stated to them that that is what they want. They want to
have jobe while they ave in high school because they want to have
caus and they want to have a good time.

I think we have to begin to instill in our ounﬁfeo le the impor-
tance of other le, and not the material world. We have got to

P
be able to tell them that teachi is a job and it is a respectful job.
To many of them that sat through a class that they thought highly
of a teacher, but there were other students in that class that did
not and were Cisruptive. And they don’t see the need to put up
with that kind of behavior, make the low salary, and consider that

a good job.
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We have to bring respect back to teaching. We have to pay our
teachers. It's very hard to listen to so-called vacation days being re-
ferred to as vacation days when your educators are out trying to
pick up extra classes oo that their knowledge base is better for
their students. '

If we want to attract the young people into education, we have to

ut the money in‘o education, we have to pay our teachers, and we
ve to give them the respect that they deserve.

Senator KassesauM. Thank you very much. I totally agree, and I
assume every else does on the panel. Thank you.

Senator PELL. Thank you very much.

Senator Cochran.

Senator CocHRAN. Mr. Chairman, thank you. I had to be present
at a rural development markup session and missed the testimony
of these witnesses. But I do want to join you, Mr. Chairman, and
the other members of the committee in thanking the panel for
helping us get a perspective of the needs of education at the local
level and what some of the real-life challenges are like in your
areas and in the activities in which you are involved.

I am sure we will benefit and profit from the observations and
comments you have made.

I understand that some of the concerns that I asked the Secre-
tary about have been expressed by members of this el, that
some of the new initiatives that are being suggested might displace
or take away from existing programs.

I just want to express some assurance to the panel members that
this Senator at least is supporting those programs that are very im-
portant throughout the country, such as Chapter 1, but at the same
time realizing the importance of emphasizing excellence in per-
formance not only on the part of students and teachers but school
managers, parents, who are beginning to realize, I think, more and
more the importance of becoming involved in the education proc-

ess.

In the Head Start program in our State, for example, we had
recent hearings that really, I think, emphasized the importance of
parental involvement as members of advisory committees and in
other ways to try to make sure that this experience turns out to be
a ve{yedoonstructwe one for the students and the children who are
involved.

So at all levels, I don’t see anything wrong with calling attention
to the need of an extra dimension of excellence in our performance.
And that to me is what the Educational Excellence Act is all about.

To say that that is a negative influence in the process I think
overlooks the fact that it is a small incremental additional request
for authority to hlﬁxg ht the importance of excellence of orm-
ance, that just gett y isn’t good enough any longer. And I think
as a matter of national policy we need to say that. The President
needs to say that. The Secretary of Education needs to say that just
mol;gdling aillong, just getting by, just reading the textbook is not
good enough.

We negg to be excellent if we are going to continue to provide
leadership in this world of ours, to be competitive in the interna-
tional marketplace. We are gning to have to do a better job, and I
think if we all feel that way, that we can do a better job and then
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go about developing ways to achieve thet result, I think we are
going to be better off for it.

So I have a very strong feeling comir,g from a family of educa-
tors. My father is retired as the couny superintendent of public
schools in Hinds County, Mississippi. My mother was a math teach-
er. And so growing up in that atmosphere, I have a feeling of sym-
pathy and empathy for the problems of those who have devoted
their lives and careers to education, to teaching, to giving really of
themselves to others because the financial rewards aren't there,
und I know that. They're better pow than they were. But we still
have some way to go there too.

But I think we can insist on excellence. I think we should. And
so I am hoping that there can e a new look maybe by some who
are suggesting that to be in favor of excellence is to turn your back
on Chapter 1 or Head Start. I don’t believe that. I think we can
increase the support for those important programs and still insist
on excellence of performances among teachers, administrators, and
students, and that our coun’ry deserves no less.

Thank you, Mr. Chairmen.

Senator PeLL. Thank yoa very much.

Senator Simon.

Senator SiMoN. Yes. T apologize to you, Mr. Chairman, and par-
ticularly to Dr. Thomas, the witness from Illinois. I had the exhila-
rating experience of s:[.vending one hour on a pla_.ie on the runway
this morning. That'’s slways a _ reat experience.

Let me just make 2 comment or two. Excellence in our schools is
a goal we must pursue, It is not going to be done with one bill or
with a half a dozen bills, it is going to take all of us working to-
gether. It's a mossic with a lot of pieces. And maybe the legislation
that the administration has proposed is part of those pieces.

It also means that we are coing to have to devote resources to
education, and ‘we shouldn’t fool ourselves on that.

The amendnient that I introduced to the budget resolution, and I
understand why people voted against it because an agreement had
been entered into between the leaders of both parties and the
President, but the amendment I introduced to take 1 percent of the
defense budget, $3 billion, and put it over into education would
have beer. about a 15 percent increase in education. My personal
belief is that would have done more for the defense of this country
than spznding that money on more weaponry.

I think one of the things that we are going to have to make a
deterraination as a Nation. You all have to help those of us behind
this table to identify what our priorities are. If excellence in educa-
ticn really is a priority, then we need not only the legislation that
has; been talked about here, but we are going to have to devote
movre resources to education at the Federal level, at the State level
in Illinois, and at the local level.

Excellence can't be jusi a word out here that we pay lip service
to. We are going to have to do the hard tough work that is needed.

You mentioned, my colleague from Missiseippi mentioned, that
his mother was a teacher and his father was a teacher. The aver-
age teacher in the United States teaches six and a half years.
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I spoke to a group of bank executives in Chicago recently, and I
asked how man¥ of them were teachers at one point, and probably
about one out of six hands was raised, many were former teachers.

Teachers in Japan are “Ya.id approximately the same as lawyers,
doctors, engineers. It should not surprise us that in Japan they are
appealing to their most able young people to get into the field of
teaching and staying there. Too often we are not doing that.

I am sorry I missed all this testimony and all the wisdom from
my colleagues too. But I did get some reading done on the plane.

{Laughter.)
Senator SiMoN. Thank you, Mr. Chairman.

[The prepared statement of Senator Simon follows:)

PREPARED STATEMENT OF SENATOR SIMON

Mr. Chairman, I would like to welcome the Secretary of Education, Larry Cava-
208, my coll e from Ohio, Senator Glenn and this distinguished group of wit-
nesses. I look forward to their testimonies regarding the Educational Excellence Act
Snd the De ent of Education’s initiative to reduce defaults in the Stafford Stu-

ent Loan R

I would also like to welcome a fellow Illinoisan, Dr. Charles Thomas. Dr. Thomas
is the Superintendent of the North Chicago Elementary School Districi No. 64 and
the current Chairman of the Federal Policy Commission for the American Associa-
tion of School Administrators. He is also the past president of the National Associa-
tion of Black Educators and a nationally recognized leader in education. I am very
pleased % have him here g

This country was founded on the jdea that we ought to try and develop the full
potential of every one of our people. I believe we all share the dream that some day
our educational system will provide the tools to enable every child to reach their
full potential. This dream is not fantasy. We have the tools, we have the committed
mm‘;’l aohr:e of whom x?:t?e here today, tfha realize kt,hl? pohtgntial ugff ::‘f tgdu-catxonal

m. We have many e programs t work, but have suffe rom severe
underfunding. We shou)d notmng‘scard provsn programs. I believe in the potential of
the existing educational system and ask my colleagues to join ine in continuing to
prees for increased funding and improved curricula.

I believe that President Bush’s education initiative is well-intended. I also believe
that we have existing programs that are capable of achiaving better results. We e5&1:
what we are wi to pay for. President Bush has shown a sincere interest in edu-
catior. We cannot, however, accept the Educational Assistance Act as the final word
on educational reform. Thia is a step, a platform for discussion.

I would also like to recognize Secretary Cavazos' efforts to roduce defaults in the
Stafford Student Loan Program. The Secretary has shown that he is serious about
reducing loan defaults. His aim, however, is slightly misdirected. To get at the root
of the loan default problem, we must identify where the highest default costs are
taking place rather than simply where the highest default rates exists. Redu~ing in-
stitutional rates may not necessarily reduce our enormous default obligation. A Na-
tional Student Loan Data System will help significantly in fully ur.derstanding the
loan problem and where the costs are occu . )

Cavazos has consulted with members of Co and leaders in the
higher education community in formulating these rules. I believe that he has in-
cluded many of our s ons. We still have work ahead, but I believe that these
rules are a significant improvement over the department’s previous efforts. We
mnt:t, however, put. this issue to rest just because we have made modest improve-
ments.

I am pleased to be part of this discussion education. I want t-, thank the
Secretary and all of the &rﬂcipantl for ng the time to present their views. I
look forward to our continuing efforts to improve the quality of our educational

system.
Senator PELL. Thank you very much indeed. And I thank the

panel.
We will now turn to panel number two and ask them if they

would come forward: Dr. Calvin Burnett, Dr. James Flippin, Mr.
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Frank Cammarata, Mr. Terry Johnson, Mr. David Irwin, and Mr.
Herb D’Arcy.

We are under some time pressure because of the caucuses. So
again everybody will be limited to their five minutes.

I think the last time we went from left to right. This time we
will go from right to left. By coincidence the man on the extreme

ight is from my home State of Rhode Island.
 elcome, Mr. D’Arcy.

STATEMENT OF HERB D’ARCY, DIRECTOR OF FINANCIAL AID,
PROVIDENCE COLLEGE, PROVIDENCE, RI, ON BEHALF OF NA-
TIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADMINIS-
TRATORS

Mr. D'Arcy. Thank you, Mr. Chairman.

Mr. Chairman, members of the subcommittee, it i8 indeed a
pleasure to appear before you and have the opportunity to discuss
a number of legislative proposals which are considering that affect
the student aid programs.

I am here y in two capacities: first, as director of financial
aid at Providence College, and second, as a representative of the
National Association of Student Financial Aid Administrutors.

Given the time constraints, we have submitted our written testi-
mony for the record and I will try to comment briefly on two gen-
eral issues, list the need analysis issues that NASFAA s:‘rp.orts,
and then try to cover two need analysis changes contained in S.
568 which are of concern.

First, allow me to commend Secretary Cavazos for his default re-
duction initiative. We believe the Secre has been responsive to
a number of critical issues raised by the education community, and
thgt reaction of the majority of NASFAA members has been sup-
portive.

There are concerns regarding some of the technical provisions
and how they will be implemented. But in general, we feel these
re%u.lations constitute a significant step forward in resolving the
default problem.

In Rhode Island, we have icular concern about the accuracy
of the cohurt default data. For example, Rhode Island College, a
four-year public institution that enrolls large numbers of low-
income and older students, is reported to have a 25 percent. cohort
default rate. Yet our Rhode Island higher education assistence au-
thority indicates that their default rate is 02(1{ 9 percent, and to
the best of their ki.owledge has never exceeded 11. So we are very
concerned about thess inconsistencies and the implications that
;heﬁhl'.ave and the potential embarrassment for some of the schools
in Rhode Island.

The second general issue is the Educational Act of 1989, which
includes the educational objectives of the Bush administration. We
generally support all of these initiatives, but have some concern re-
garding the exclusion of need in the criteria for th:&roposed na-
tional science scholars program. Until there are sufficient need-

based funds for all eligible students, it would be best to direct new
resources toward needy students who are enrolled in appropriate
science programs,

p
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I would direct the remainder of tx;xg comments to the need analy-
\

sis formula changes that are contained in S. 568. Because of the
limited time, I will sim kAlm the six issues detailed in our written
testimony which NAS supports and feels are important to
insure that the system operates correctly and with improved effi-
ciency.

They are: (1) The change in the independent student definition;
(2) the adjustment to the number of family members in postsecond-
ary education; (3) the reduced taxation of student earnings from 70
to 650 percent; (4) reinstating aid offices’ discretion for Pell Grants;
(6) the standardized treatment of veterans’ benefits, and (6) the
treatment of award-year work-study earnings.

I mentioned, there are two issues addressed in S. 568 for
which NASFAA is not recommending change at this time. .

First, the Senate bill includes a provision to address the potential
inclusion of income earned during the base year as an asset for
purposes of determining the need in the Title IV programs. While
we recognize the problem and ag)ipreciate the attempt to address it,
we do not believe it can be solved with the pro legislative lan-
guage. The actual language in the bill, if implemented, could have
unintended consequences. Other, less complicated and less costly
solutions may be available.

Second, the Senate bill excludes the principal place of residence,
family farm and family-owned and managed small business from
asset consideration in all Title IV programs for families whose ad-
usted gross income is less than or equal to $30,000. NASFAA be-
ieves the Con, should very carefully evaluate the effects upon
families witl, differing financial circumstances before automatical-
!ﬁ eliminati'ig categories of assets from the need analysis for the

tle IV programs.

While we recognize that this is a particularly sensitive issue fre-
quently voiced by constituents, we believe that change should be
made only after the redistribution effects and the cost implicutions
have been thoroughly studied.

Currently, NASFAA and other representatives from the postsec-
ondary education community are attempting to examine a number
of other approaches that will, hopefully, provide an equitable yet
more publicly acceptable solution to the treatment of assets in the
assessment of the ability to pay.

While this work is far from complete, it is an issue that is cur-
rently being examined in preparation for the forthcoming reau-
thorization, and we will be happy to share the results of these stud-
ies with you in hopes that we can achieve a simpler and more bal-
anced solution.

Before conclud.in%, I would like to make one additional comment.
The development of the needs analysis and delivery systems is well
under way for the 1990-91 award year. Therefore, changes made at
point could cause serious disruption in services to students and
tutioms. It is not inappropriate, however, to adopt these

now 80 that they can be implementeti for the 1991-92
.year, It is important to establish a timetable or schedule of

gE

- review that will allow changes to occur in that will
‘ -Mdhuﬂ&om‘iymﬂulmmm

delivery

i
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In closing, let me express my sincere appreciation for the contin-
ued support and genuine interest of this subcorimittee in the edu-
cational needs of our citizens. Again, I appreciate the opportunity
to appear before you today to discuss these issues, and I would bhe
happy to answer any questions that you might have.

[The prepared statement of Mr. D'Arcy (with an “Application for
Federal Student Aid” form attached) follows:]

Lk
453,




R

133

PREPARED STATEMENT OF HERBERT J, D’ARCY ON BEHALF OF
THE NATIONAL ASSOCIA STUDENT FINANCIAL

E

!
i
EEE
|
;
I
]
I

ik
5585
i
il
EEESI
I
f
;
e
i
B

F= &

&
g
g

muemdiuuwmunhbmus-hmmmdins.ws.tbﬂdlnuoudﬂwelkncaActof
lm.whbhhnluduuedmmwmadwbyﬁ\enmhwmnm Many of the
mpoahwhichuedulsmdmniueduaﬁmﬂwhbvmt.mmhufemddmg-bulchool
uvhoum&wnduudmpmtmu..udwmmmmwum: teachers, are centainly
worthwhile. smmy.mmwnmm&wmmmmmmumof
sommendable purposes. Mpmmm.lpwva.prwiduldepumﬁnmthetmﬂzmmm;m'l
current policy position of awarding esholarship grants t0 undergraduate studerts on the basis of




]
|
I
i
;
m
i
i

recommending modifications at this time.

mm




185

smmuphhmnzmdmmbmmnhnbnnmedhmmpmm
of the curront statuory definition.

mmdMWMumw»umm:wmmmamm
and fawmw-mmdmmumumnupnmnfyu

]

The exclusion of student aid from the $4,000 resource threshold avoids reclasaifying numbers of
MMthuthwmynughmtmmdau)mthebulsofthe
receipt of student aid. mwmpwmmmpmmmnwwmmuamm
recipients, on equal footing with regard to demonstrating solf-sufficiency.

dopondent. The roquirement that graduate students not be ¢ a3 exemptions adds questions to the

m:qmmmmw;mﬂmbedm&pemuumnuwhomu
be lndaonht. Dais {rom the College Scholarship Service (CSS) and the American Colle
Testing Program cnnumlhnuuymnpmmpdukﬂlmmmmﬂeuuwho

Number of Family Membery in Postaccondar - Education The second issue relates to the number of
postsecondary of calculation of the

expecied femily contribution. The Senate provision requires that, to be uded in this aumber for all

mwm.mumnnmnmmunbamlbdhndwuaeaﬂnmmm
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Tostimonials from numercus studeats from across the narlon suggest that the

gringont, NASFAA concurs with the students and thus supprsts the Senats language. This is also
fom for which NASFAA members have reported making numerous adjustments using professional
Judgment authority, in arder to establish mare reasonable expected contributions from their students’

coniribue to their postsscondary education to the extent they caa. Establishing a m'aimum contribution
supports this concept and also rocognizes that students have certain expenses associsted with their jobs.

‘There arc also circumstances under which individual studeats or groups of students do not have the same
lovel of job-related expens:s and sy be able to ~ontribute move than the 50 percent minimum to their

education. This modification, however, would provide ald administrators with flexibility in determining

tho assessment rate, when adjustments are appropriate.

Blnancial Aid Adminlstior Discretion The fourth matter relates to the statutory suthority provided to
financial aid administrators to make necessary edjustments in cost of attendance or expected family
o aom] gmta maborey (o e Pal G P ot e Seatie bl reluzales

t or Grant was Y-
hbod}nismdnadonm measure, wm%uﬂmfammmam
sppronviae professional judgmeat cirrumstance, § adjustments for independent students with
depondents, adjustments for dislocated workers, and adjustments for displaced homemakers,

NASFAA supports the language identifying appropriate adjustments. NASFAA also supports the peemise
behind the reinstatement of this suthority for the 1989-90 award year. However, given the poteatial
timing are not certain that it is a necessary change to make at this
point in tme. Since the Department of Education has procedures in place for tho 1989-90 award year to
deal with special circumstances for the Pell Grant Program, and since the repeal of this authority was
only for the 1989-90 award year, we believe that any change at this time would creats addivional and
unnecessary confusion on the pant of students and ald administrators. However, we sincerely hope that
this Subcommitice will continue to dissusde the Appropriations Commitiee from making any such
changes in this area in the future without the concurrence of the Authorizing Committee.

\
We believe that the reason professional judgment authority was rescinded for the Pell Grant Program was
bracd upon the unsubstantiated estimate of costs associaed with this authority that was sdvanced by the
Ec aion Department. We believe that the Department assumed that aid administrators would oaly use
this authority to make more students more eligible. In reality, in discussing this marter with financial «id
administrators, we would observe that most of them are not only using this autho.ity oaly in

REIENR

141"




137
that ia many cases tho end effect has been to redvo

p;
mu 28

2338
i

veserans educational benefits,

ts 10 be included in the determination of
standardize the treatment of

The fifth issue concoms the treatment of
requires all veserans educational beneft
IV programs. This modification would
by both law s.d

Title

i

these benefits that
appoach would

potential inconsistznt handling

and varies by program., Such an
change,

complicated admiristrative procedures which result in

receive these

A28
by

g, and appropriate treatment of
form. This situation
adjustments when warranted,

application
student computation is certainly the

additional questions to the
'y ability to make
income in the

g cstimated year

during the
problem, it is probably not a solution that can be adopted without significant

is very difficult without adding
g t0 the practice of usin

y best be addressed by the financial aid
Whils returnin
y t0 address this

casiest wa

potential incluzion of income eamed
it

these

ma

coet implications,




[

THi !

.m
HHiE

hopes that we can achieve a simp

mﬂudmnumdmwlmyoum

cumn behgmdudhmuﬁonfatbef
buhneed.oluﬂon.

g the timing of these changes.
nnd‘m yoar,

delivery systems is well underway for the 1990-91
t could cause serious disruption in services to students
, to adopt these changes now 30 that they can be

at this poln

instinations. It is not inappropriate, however,

implemented for the 1991-92 award year.

:
m
g
3
:
!
3
!
|
8
:
&

The development of the need analysis and

therefore, changes

y in the fall, such as by the

ges that are to be made for the 1991-92 award year

ummer of 1989, and would be enacted not later than
therefore enable the Department of Education and others
tudent aid dollars to make the necessary adjustments in a timely manner.

In closing, 16t me express our sincere appreciaton for the continued su

A significant amount of advance notice
Therefore, it is our suggestion that recommended changes

May through August and enacted earl

[ §
woul

dmeoﬂneompﬂcmdmu
reviewed annually during the
L

ﬁmlyeu'. Under
reviewed during the

Sepmher 30, 1989. S

To assist in the regular evaluation and updating of the need analysis methodologies, NASFAA would
lhedeuvaryon

mmndhmbﬂahmtdnmuﬂnheduhfamw.

uhmm

pport and genuine inwerest of this
Again, I appreciate the opportunity to appear

educational needs of our citizens.
discuss these important issues. I would be happy to answer any questions you may

the
before you today to
have.

Subcommittee in




139

(Application for Federal Student Ald
1990-91 School Year

WARMING: lmM””umMMn&“mmhﬂ

8 , BOrd 99 priosn, or bath,
TYou™ and "yeur® on this form alweys mean the studen? who wants aid,
Section A: Yoursel

, Lt Lttt rettg | O I O
1. Your name ot lﬁm T
L Your permanent maling acdiress |||||||||||||||||||.Illllllll

"ﬂh:ll'hm. Number and Breet (Inchucs Apt. Ne.)
Page x lor Sate/Country Ill]llllllll]|||||l!!|
" ) chL 1 1 1 P
3 Yo 8e fepsenw) 7. Ay a UL cisen? §. Chach the box hat best spplies 1 yeu fer
QW Q Yot iama US. eitteen. he 1900-01 school yeer.
O Maa M, aris. Q Mo, 30t | am an elighis noncitaen. Q18 (never pravieusly atancied celege)
{300 the inesvoions an page 1) O 1t (praviously sssnded colege)
& Your Suis of legal resicence LI Q 2% OMW Qe
i~ © No. nelther of the showe. g S or mers undergrace
(Boe te inotructians en page 1) your
& Your secial secur’y number W.W'.'f:).
- 8. As ol dey, are you manied? Q o or
(WS NN NN Chack enly ene dox,)
Q 1 am not mamied. (1 am ,
6. Your date ol birh M-l.umn-t)“ 1. &2"&”»".?‘1%‘“
Ll _SE 1 mm |} Q 1 am married O Yes Q Ne
Vanh  Day  Yew 0 1 am saparnied rom my spouse.
Saction B: Student Status ¥ you snewersd "Yes® b of quession 11, go i Section C

ot he
ard T;m;d'? arees on the rest form. Skip

I you anawered "No™ 1 overy purt of quesion 11, snd you are:
* gm%mm‘m'a‘.:mmm

Married gradusinprelessionsl student
© TROR el e e one sudene i )

|Dl-lulu Uadergradusts Btudents ollyl
12 Did your parents claim you as
§ you snowered “Yos™ & in 12, 90 1o Secten C, and M out tw biue and
80 ncome 1ax eusmption? '§ ugo' pou W wﬂ ”

11, 2. Wers you bern bolere January 1, 19677
0. Are yius 8 veteran of he U8, Armed Forose?
. Mm-muumunmmmm
[ 3 Donumhlllm-(nl\mlmqm
4 he dednigon In the instrucions on page X?

o coof
c ocoo¥

o I 19007 0 white aross on e st of e lom, 13 fwough 15.)
LA 1 you anewered "Na® 10 hoth yoars in quesion 12, anewsr question 13 below.
13 Mmmhnl‘r-uubdm.mumhﬁimu..mwmhmhuwtuhmuppu

8. Ointhe 198708 schooi yeur. . 8- chosiyewr. 6. O nthe 10890 sciociyesr. €. O Inneitara. b, orc.
(Aiwar14a boiew, %0 bbby ng Lot 1o (Anower 14a bodow, {Arawer 140 bolow. Bkip
questions 140, 1¢¢.and 14d.) Quastions 148, 14c, and 14d) quostisns 14a, 140, and 14d.) Quesons 148, 14b, and 146}

‘Ml.Durumwm resourcss 140, Did you have omi resources 144 Did you have 1oa resources
01 $4.000 of Moy, not inchucing e 5“%":‘:...% of $4,000 or more, ot inchuding udﬁo-m.numm
parens’ suppan? parents’ support? paronis’ suppert? Parens’ support?

- " i o o -
ceamINTY <) veelmy
Tmweer O QO chm g8 ‘Riwer O O Lme G O

¢ lnumd'lh'odmynhom14..10.1nwiapbmcnlun“wnmmmumdum
'lmwwwnmmhm|um.m.uw.polul-ncununmmummmnmuuum.
Marrisd or Gradusts/Profsssiona! Studeats Only

anthe rest of the farm.
noome Wax exempion in 19907
€0 FORM 234

¥ you anewered “Yes" b qUasEon 15, 9o 1 Bection C and M ou' the biue and he white aress
18 Wl yowr parsrss cleimycu ss a1 Yos  He }
[=] [=]

¥ you answered “Ne" 1 quastion 1§, go ® Seciion C and 1 out the andd he white areas
orf e ros of e form. v ey

144 -

RIC

Aruitoxt provided by Eic:




140

Senator PeLL. Thank you very much indeed. .As you may have
heard, Secretary Cavazos spoke to the problem you mentioned
about the statistics, and he gave us the assurance that the regula-
tions would not be put into effect until there had been a reexam-
ination of the database.

Mr. Irwin.

STATEMENT OF DAVID M. IRWIN, PRESIDENT, WASHINGTON
FRIENDS OF HIGHER EDUCATION, SEATTLE, WA, ON BEHALF
OF NATIONAL ASSOCIATION OF INDEPENDENT COLLEGES AND
UNIVERSITIES

Mr. Irwin. Thank you very much, Mr, Chairman.

My name is Dave Irwin, and I am from the State of Washington.
I am president of the Private College Association. Mr. Chairman, I
have written comments that I would like to have incorporated into
the record, with your permission.

It is always a pleasure to appear in front of you, Mr. Chairman,
and I eni“i)ied serving with you on the National Commission on
Student Financial Assistance. I was a U.S. Senate appointment a
few years ago when we worked on the reauthorization act, aud had
a gtreeatg:fponunity to work with your fine staff. So I really appre-
cia .

I am here to talk about some issues, and I am sitting here think-
ing to myself, wouldn’t you know that I am going to have the oppo-
site view from the man from Rhode Island about the issue of home
equity. But I do want to talk about a couple of issues that we see
that might be improved on in S. 695. And a lot of those come from
your S. 568, which was the default bill.

And I encourage you and thank you for doing that default bill
because I think it was your bill that probably forced some real
action on the part of the Secretary. That is very important.

I think that we in the West are very hatg%v to see the spirit of
coolferation that is roflected here in the U.S. Senate by Senator
Pell and Senator Kassebaum introducing this bill. It is a good initi-
ative for the “Education” President, President Bush, and we are
quite encouraged by that movement.

One of the things that I did want to point out in our sector of
higher education, we have around 2.6 million students in the pri-
vate sector .« higher education in the State of Washi n—or in
the United States. In the State of Washington we have about
40,000. And it is the circumstance that right now today we receive
from Pell Grants, SCOG, about $1.186 million. But in addition to
that, we also spend $3 billion of our own resources, of our own dol-
lars, on needy students, investing in them, investing in their future
that they have at our colleges and universities. I wanted to point
that out because, I think, that is a major investment on the part of
the private sector.

"n addition to thet, the major issues that we would like to see
included are some of the issues that you talked about in your origi-
nal bill, S. 568. We would really like to see the inclusion of home
Wuxty for students and parents whose AGI is around $30,000. Out

est we feel pretty particularly acute about that issue, particular-
ly as far as farm kids are concerned.
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In our State, although you know us for our airplanes, onr major
economic impact is still wheat, trees, and apples. So we are very
concerned about the ability of farm children to be uble to atten:
college and take into consideration their home equities and their
farm investments. And that is not done right row, and we have
been very concerned about that in our State particularly. And, I
think, throughout the Midwest and most of the West that is an
issue.

So the other thing we were thinking abcut on the $30,000 AGI,
we were thin.ki.uilthat a lot of families, particularly farm families,
oot that perhape you might o you mr e SO e aright sug:
ges perhaps you might, if you are ook a you
might be able to add another 1% percent, or a $33,000 AGI for a
parent that might have two children in school as far as the AGI

uirement is concerned.

e are also, on the Stafford Loan, encouraging the removal oS
nonliquid assets from the Stafford Loan Program. We feel that that
program has not helped middle-income studcuts at this point. The
need-based guaranteed student loan isn't doii'g that. And we feel
that if you include some of the middle class k into that pro-

am, you might in the out years significantly reduce the current

efault rates.

As far as the Secretary’s default program is concerned, we are
very supportive and encouraged by the Secretary’s default pro-
fra.m. But in our sector of education we think there is a real qual-
ty issue involved here, and that quality issue is that we feel that
az.xybodi'l that receives student aid cught to at least have a GED or
high school diploma. It only makes sense to us that we encourage
peogle to accomplish high school, with the bi drop-out rates that
we have in this country—26 percent of the kids in the Nation drop
out of school.

We have to have some drive to keep those young people in school
and one of them we suggest might be the fact that they should
have at least a GED or some kind of a high school diplomna in order
to receive Federal funds. I think it would help quality, and we
think it would help quality dramatically.

On another subject, Mr. Chairman, I wanted to mention a couple
of other concerns that we have. One of them deals with the Kenne-
dy bill. A lot of us throughout the country have ¥aased savings
bonds programs. They encourage through the sale of bonds, forced
savings bonds. The State of Washington, the State of Illinois, the
State of Rhode Island, many of us have these kinds of programs.

The difference between our bills in the States and the bill that is
passed in the U.S. Senate by the Congress, Sena‘or Kennedy’s bill,
which we really appreciate him doing because it is a real encour-
agement to sa » is the fact that we have an exciusion of $25,000
out of the needs analysis system, which encourages people to save.
It doesn’t make any sense in our mind to have someone save to
to college or save for their children and then penalize them for the
dollars that were saved.

So we are suggesting that perhaps the Senate and the House
might take a look at the possibility of putting those in line with so
many of the State progrems and include that $25,000 hold-harm-
less, as far as the saving programs are concerned.
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I know that most of our States, we modeled our program, I think,
after the State of Illinois, and they have that in their programs. I
know Rhode Island does. I thirk there are about 13 States that
have that kind of language in their programs.

Finally, in closing, I did want to mention another concern that
we have, and that is, filling out the FAF. We see happening more
and more throughout this Nation that the parent of the student is
not filling out the FAF, someone else is being hired to do that. And
we feel that if someone else is filling out that financial aid form,
then it ought to be that person that puts their name on the form
along with the student or the parent that is signing the form.

We feel that it is very similar to the Internal Revenue Service
recommendation that if a CPA fills out your tax return, then they
should sign it. We feel that at least then if there is something
wrong with that form, we will be able to identify the person that
filled the form out and be able to measure how big an abuse this
might potentinlly be.

In closing, I want to thank you for your leadership on this com-
mittee and for your introduction of S. 695. I think it's terrific and
it's a good start. Thank you so much.

Senator StMoN [presiding]. We thank you, Mr. Irwin.

[The prepared statement of Mr. Irwin follows:]
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PREPARED STATEMENT OF DAVID M. IRWIN ON BEHALF OF
THE NATIONAL ASSOCIATION OF INDEPENDENT
COLLEGES AND UNIVERSITIES

Mr. Chairman, and members of the Committes:

I am David Irvin, president of the Washington Friends of
Higher Education, the association repressnting independent
oolleges and universities in the sState of Washington. I am
particularly interested in the issues being discussed today; and
have had the pleasure to serve with you Mr. Chairman on the
National Commission on Student Finanoial Assistance, and work with
your fine staff as we prepared for the last reauthoriszation,

I am heres today to testify on bahalf of the National
Association of Indepandent Colleges and Universities (NAICU).
NAICU is an organization of more than 830 independent ocolleges and
universities across the country, serving more than 2.6 million
students. NAICU is avare that this oommittes has many important
issues to address at this hearing, therefore, I would like to
suphasisze two aresas of concern: changes necessary in the analysis
of a student's need for federal student aid to allow vorking
Americans with a modest incoms to qualify for assistanoe; and the
future and integrity of the Stafford Loan program.

My colleagues on this and the previous pansl are addressing
many aspacts of President Bush's eduoca:ion initiatives, as
introduced by you, Mr. Thairman, in a bipartisan spirit with
Senator Kassebaum. NAICU's members are snoouraged by the
President's desire to becoms the "Eduoation President,* and we
offer our support in that effort. 8. 695 is a good start toward
achisving thit goal, although we were disappointed that the
President had not proposed budgetary inoreases for the federal




student aid programs that have bsen proven to work in serving
needy students, especially the grant programs -- Pell,
Supplemental Educational Opportunity Grants (SEOG), and State
Student Incentive Grants (85IG). We must continue to work toward
our common goal of strengthening education in this country, and
providing studerits with access to our colleges and universities.
We hops that the changes we recommend in this testimony could be
used to amend and strengthen 8. 695.

Xach year, the student aid system delivers billions of
dollars of fedaral, state and institutional aid to millions of
students, opening the door to opportunity. The array of programs
you have been s0 instrumental in establishing are oritical to tha
students wa serve. MNore than half of all full-time undergrasduates
vho attend indepandent colleges qualify for some types of federal,
nesd-based financial assistance. PFrom a combination of Pell
Grants, SEOG, and College Work-sStudy (CWS), students attending
independent colleges in 1988-89 received an estimated totel of
$1.186 billion .

In addition, independent colleges and universities provide a
eigniticant amount of student financial assistance to nesdy
students from their own resources. From 1980 to iS87, independent
colleges increased their student aid budgets for undergraduate
students from $939 million to $2.335 billion, an increase of 149

percent. Today, that figure is appreximately $3 billien. It is

on bahalf of these needy students in my state and the nation that
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I appeal to you today. We need to increase opportunities for
students vhose familiee make a modest income so that they may
attend the college or university that bast serves their needs and
aspirations. We have some recommendations on hew to achieve that
expansion of opportunity.

My oolleagues from the National Assnciation of Student
rinancial Aid Administrators (NASFAA) have addressed some of the
technical changes needed in the analysis, and ve agree with them
on several points. We agree with NASFAA's recommendations that
would: tighten the indspendsnt student definition to close the
loopholes and simplify the application process; include the
parent's sducation expenses in the analysis of the student's need
only -.hen parents are e rolled in a degree program; lower the
dependent student inoome assessment rate from 70 to 50 psrocsnt;
and standardise the trsatment of veterans benefits. Until wa all
have a chance to review, discuss, and participite in the
reauthorization of the Higher EBducation Act, these are importan’
interim changes for the 1991-92 acadeaic year. We will have more
extensive proposals on the student aid programs to offer at that
tine.

The area of ygreatest interest to us, however, involves
changes in the treatment of assets such &s homes, family farms,
and small businesses. B. 568, as passed by the Senate, makes some

very neocessary changes, but does not go far snough. MNr. Chairman,

we applaud this coxuittee's atteapt to ensure that scarce federal
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dollare are dirscted to studente who nesd help with school
expeness. American families are being penalized by increasing
home values, effectively sliminating many of thea from eligibility
for federal aid programe. Becauss they are pursuing the American
drean of home ownership, they are denied federal assistance to
help their children pursue higher education. We have been
tracking a distvrbing state-by-state trend in the Pell Grant
program, wvhich we think may be a direct result of tho inclueion of
home squity in the student aid formula. Even though Pell Grant
appropriations have increased more than 85 percent from FY 1982 to
FY 1989, many students have lost Pell Grant eligibility. a
student fror a eingle-parent family, where the mother earne
$16,000 per year and receives $52 per week in child support, is
only eligible for a $250 Pell Grant. If that esame parent had
$35,000 squity in a modest home, her child would not be sligible
for any Pell Grant. Ws do not believe that familiee should have
to choose between the security of owning a home and sending
children to college.

J Some would argus that home ownership shows financial
strength. Yet, the same parent I have just described could not
sven afford to borrow against the .quit§'1n her home. Booming
real sstate values have made many families increasingly "home
rich® and “"cash poor."™ Home equity loans are not an ansver for

many. In some states, such as Texas, they are prohibited by

law.
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Some families just do not Lave the cash, espacially if they earn
below $30,000 adjusted gross income (AGI), to repay a loan at
current interest rates. We support the Senate position that home,
fara, and small business equity should not preclude a young person
vith a fanily incoms of $30,000 AGI or less from receiving federal
assistance, but we also think that elimination of these non-liquid
assets should ba extended to students from middle-income families
for Stafforu Lian eligibility. This change could also have a
positive impact on reducing future default rates.

These same families and others who have modest assets would
velooms the opportunity to borrow through the gtafford Loan
progran. By eliminating home, farm, and small businass equity
from the calculation for student loan eligibility, and returning
to an eligibility determination based on income, you would again
wake higher education financing available to many deserving yon"nq
psople from families of modast means.

The policy of inoluding farms in the asset caloulation is
particularly hard on rural families. The law requires that
families assess the value of their land, livestock, and \
sachinery. This amount is then used as an indicator of a family's
2inancial strergth. But that family could not possibly afford to
liquidate their farm holdings to support their children's
education.




Without access to financing, nany young psople will not be
able to pursue higher education. As we alil know, the nation will
ultimately be the loser in this era of high=-tech, global

competition. Therefors, we recommend the following:

l.

3.

The analysis of a student's need for federal assistance
should be three distinct formulas rather then the two
currently in law. That is, a Pall grant formula, a
foraula for distributing campus-based aid (new called
Congressisnal Methodology), and a newv third analysis
specifically for Stafford Loan eligibility.

As stated in your bill, =, =68, families with incomes
$30,000 AGI or less should be allowed to exclude hoze,
farm, and small business assets £rom the consideration
of need for ali Title IV programs. This may also serve
to simplity the aid application.

An allowance for multiple children in college should be
built into the $30,000 AGI cut-off. PFor example, by
adding $3,000 for each additional child in college, a
family could have a $33,000 AGI and still exclude those
nen=-liquid assets if they had two children in collage.
The simple $30,000 AGI cut-off doas not allow any room
for those families with more than one child in collaege,

& COMMON ogourrsnce.
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3. Most importantly, ws believe that all needy families,
regardlese of assets, should have the ability to borrow
through the Stafford Loan program. We would support a
program that would reqQuirs highsr interset rates from
borrowers above $30,000, AGI once they leave school and
enter repaymant, thus reducing the federal eubeidy. The
availability of loans through the Stafford Loan program
for families vith modeet income and non-ligquid assets
would increass access and opportunity to higher
education.

I cannot ewphasisze snough how vital loane are to expanding
opportunity. I have not met a college graduate who, while
concernsd about their debt burden, does not appreciats the
tremerdous value of the loans they received, nov nased after your
dietinguished colleagus, Senator Stafford. Nany in thie room
would not be serving in various capacitiese today without the
assistance that federal student loans have provided.

At the same time, we ars terribly concerned that $1.8 billion
per year in precious student aid expenditures is required to
guarantes defaulted loans. This money would be better spent in
other, mors productive ways == to provide etudent financial
aseistanca grants, to develop sarly-awvarsness projects to keep
young people in echool, and to help increass the ability of
under-represented minoritiee and cther needy students to pureue
undergraduate and graduate education.

154.




We welcomed the Sanate's default bill, and applaud this

committee's leadership and decisive action. You have established
the concepts that the administration has adopted in its final
default rules. These rules exhibit strong new management from the
Departasnt of Education, and take aggressive steps without plaoing
unfuir burdens on colleges and universities and their students.

In general, we a'so support the Seoretary of Education's new
legislative proposals. We have not yet sean the proposed
legislative language, so we cannot comment specifically. We will,
hovever, be pleased to share our concerns after the language
becomes available.

The Secretary has recommencded and we balieve that the
ability-to-benetit (ATB) provisions must be strengthsned to
proteot the consumer. We would go further than the Secretary and
recommend that students admitted under ATB be ineligible for
Part B (Stafford, Parent Loans for Undergraduate Students, and
Supplemental lLoans for Students) loans until they receive a
General Equivalency Diploma (GED). We also support brcader acoess
to GED programs. MNore than 400,000 people ocomplets their GEDs
each Year. We must enoourage this push for literacy and
discourage borrowing for those who have not completed high school
or received a GED.

We also support the other legislative proposals including
garnishment of wages, prohibition on commissioned sales, and

graduated repayment options. In addition, we support the
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prohibition of certificatinn of schools after accreditation loss.
The Department's proposal would also require pro-rata refunds for
all recipients of federal student aid at schools with default
rates above 10 percent. In the Senate default bill, pro-rata
tuition refunds were only required for schiols deemed by the
Secretary to be violating the Department-approved tuition refund
policy standaxd. To date, this standard has not been abused in
the collegiate sector. Our concern is that the Secretary's
recommendation could be expanded to require pro-rata refunds for
all schools, not just those with demcnstrated probleas. This
would be unacceptable. We recommend adoption of the pro-rata
refund provision in the Senate-passed default bill,

There are tvwo other issues we would like to raise vith the
committee at this time. The first involves a growing problem with
certain ozganizations that purport to offer services to students
to help them complete student aid applications. The advice that
sone of these companies provide is often uninformed and
uisleading, and somstimes fraudulent. All parties must do a
batter job of disseminating student aid information to ensure that
no one is taking advantage of needy students. In addition, wa
recommend that a requirement be added to the federal student aid
application, as soon as it is feasible, that any third party
(other than the student or parent) completing the uid application
must attest to its validity by signing the application. Thias is

i e
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simnilar to what the Internal Revenus Service requires for accoun-
tants completing tax returns. It is one simple step toward
accountability and toward maintaining the integrity of the
prograus.

Finally, the leadership the Senate has shown in encouraging
families to save for collegs through U.5. Savings Bonds is
commsndable. The law allowing certain individuals to purchase
U.8. Savings Bonds for higher sducation expenses and receive a tax
sxemption for the interest earned will take effect in January,
1990, We would like to work with this committee to ensure *hat
vhile ve are encouraging families to save for collegs, We are not
psnalizing these savings in the need analysis. Parhaps the
comnittes will consider what Washington, Rhode Island, Illinois,
and other states have done. Fror families that save through those
state bond programs, $25,000 of those savings are held harmlees
from consideration as an assst in the analysis of need for their
state grant programs. This change for federal nesd analysis would
sncourage further invastment in U.8. Savings Bonds, and may reduce
the need for futurs generations of sgtudcnts to borrow to finance
their educations. We hope to have ongoing discussions with you
and your staffs about this issue.

Thank you for allowing ms to present this testimony on beshalf

of NAICU member colleges and universities. We look forward to
vorking with the members of thie committese and their staffs to

davelop student aid policiee that best mest the needs of the
country. I would be happy to answer Questions.
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Senator SmMon. Mr. Johnson.

STATEMENT OF TERRY JOHNSON, DIRECTOR, LINCOLN TECHNI-
CAL INSTITUTE, WEST DES MOINES, 1A, ON BEHALF OF NA-
TIONAL ASSOCIATION OF TRADE AND TECHNICAL SCHOOLS

Mr. JounsoN. Thank you, Mr. Chairman, other miembers of this
subcommittee.

My name is Terry Johnson. I am the director of Lincoln Techni-
cal Institute in West Des Moines, IA. I am the director there,
which is one of 11 schools throughout the country within our co
ration. My facility is a private postsecondary institution offering
programs in automotive technology, automotive and diesel truck
technology, and a degree program called Automotive Service and
Management. We train automotive and diesel technicians for those
regpectivf indmriese'e h rtunity to testify before the subc

greatly appreciate the opportunity i ore the subcom-
mittee on be of Lincoln Technical Institute and the National
Association of Trade and Technical Schools. I have prepared writ-
ten testimony which I would like to summarize.

At Lincoln Technical Institute, we serve approximately 150 stu-
dents year-round. Our student body consists of about current-
gear high school ﬁduaws and the other half ranging from 19 to

b years in age. The socio-economic backgrounds of our students
also vary widely, from rural to urban and unemployed to upper-
middle class. We have placed over 90 percent of our graduates in
each of the last five years. Approximately 75 percent of our stu-
iients receive Pell Grants and about 95 percent receive student
oans.

NATTS announced its support for the regulations on the day
that Secretary Cavazos announced the final regulations. While the
regulations will have an adverse impact upon a number of students
and schools, NATTS believes they are tough but fair.

I would like to share with you some of our concerns. While
NATTS with the need to reduce defaults, the department’s
method of calculating default rates presents a number of concerns.
The current lack of sufficient, fair, and accurate data on default
fatt'es will cause improper and unfair implementation of these regu-
ations.

The U.S. Department of Education hac determined that my
school’s cohort default rate for 1986 is 26.9 percent. My most recent
default rates, as provided by our two primary sources, are signifi-
cantly lower. The United Student Aid Funds comput:s our default
at 16.6 percent. The Iowa College Aid Commission states that our
default rate is 14.0 percent.

There are a number of ways to calculate default rates. Some dis-
tort the mafnitude of the problem. We recommend using an
annual default measure in preference to the two that are currently
utilized. The annual default rate measure measures how many de-
faults take place in a given year compared to all the loans in re-
payment that year. It provides a moving trend line so improve-
ments or declines in the default rate ‘can be measured over time.

The final regulations include a 3 check delay for the dis-
bursement of student loan money to students. NA'I'I‘g supports the

158 %




164

concept. However, students attending 800- to 900-hour programs
are put into an untenable situation. Thus the check should be held
no longer than an appropriate portion of time for the short courses.

Consumer protection is one area in which we do not believe that
the Secretary has gone far enough in formulating the final regula-
tions. The Secretary’s plan requires all schools offering vocational
education programs to list completion rates, placement rates, and
State licensi.ngi:eq\ﬁrements to all prospective students.

However, this consumer information clause does not apply to
schools which offer associate, four-year, or postgraduate degrees
except those which make claims about placement. Students who
enroll in degree programs should have access to the same perform-
ance results expected of vocational programs. Programs including
teaching, engineering, dentistry and business administration, to
name a few, should have the samo consumer disclosure rules as
trade schools.

We have serious concerns about some of the legislative proposals
the Secretary has recommended. First, the use of an independent
third party for testing ability to benefit, ATB students, does not
provide an efficient, effective solution to the problems of admitting
these students. NATTS has formulated an alternative solution
which relies on a third party to assess the content and administra-
tion of ATB tests.

NA'TTS and the Association of Independent Colleges and Schools,
AICS, have entered into an agreement with the American Council
on Education, ACE, to have them assess all submitted ATB tests.
Only tests whose content and administering procedures receive ap-
proval by ACE would be permitted for use by NATTS schools.
NATTS schools would be overseen in the use of these approved
tests by the accrediting body, Department of Education, and by
their State licensing body through normal program reviews.

The Secretary’s proposal that the Congress pass legislation to
prohibit schools from employing commissioned sales representa-
tives for recruiting activities is unnecessary. There is no evidence
that commissioned employees are any more or less honest than sal-
aries employees.

Further, the nexus of the problem is not how students are re-
cruited, but are they admitted. Excepting the perception that there
must be safeguards to ensure the integrity of commissioned sales,
NATTS has suggested legislation which would require that the in-
dividuals who make the final decision about whether or not to
adniit a student to school as well as the individuals who administer
financial aid at the school must be salaried employees.

Thank you for this opportunity to testify before you today.

Senator PrLL [presiding). Thank you very much indeed.

Incidentally, Senator Harkin sent his regrets that he could not
be here to introduce you. He wishes you well.

Mr. Jounson. Thank you.

[The prepared statement of Mr. Johnson follows:]
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PREPARED STATEMENT OF TERRY JOHNSON

DIRECTOR, LIW.OLN TECENICAL IMSTITUTE

WP+T DRS MOIMES, IOWA

My name is Terry Johnson. I am the Director of the Lincoln Technical
Institute in West Des Moines, Iowa. There are eleven schools
throughout the country within our corporation. My facility is a
private postsecondery institution offering programs in Automotive
Technology, Automotive and Diesel Truck Technology, and a degree
progran called Automotive Service and Management. We train automotive

and diesel technicians for those respective industries.

1 greatly appreciate the opportunity to testify before the Subcommittee
on Education, Arts, and Numanities on behalf of Lincoln Technical
Institute and the National Association of Trade and Technical schools.
I have prepared written testimony whioh I would like to summarize for
you now, and submit in its entirety for the record. The role of
private career schools in postsecondary education is becoming more and

more important as we approach the turn of the century.

In the report prepared by the william T. Grant roundation in 1988

titled Thn Porgotten Half: Non-College Youth in America, it is

projected that in 1990, only 20 percent cf jobs will require a college

education while the remainder will require sone level of technical
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skill. Private career schoole are educating at lea~t half of the
full-time students enrolled in vhat are traditionally held as
vocationally-specific progrn;l.

changes in the evonomy are eliminating the demand tor'u;tr:tnod
workers, and those untrained workers who are working are gonornll{
receiving very low wages. PEducation is the anewer for these
individuals, sad student financial aid programes, such as the Pell Grant
and Stafford Loan programs, provide low-income etudente with the

opportunity to obtain accees to posteecondary education.

At Lincoln Technical Institute, we serve approximately 150 etudents
year-round. oOur three programe very in length from 6 monthe to 11
months. We have classes starting and graduation every three weeks.
our etudent body consists of about half current-year high echool
graduates, and the oths. half ranging from 19 to 35 years in age. The
sucio-sconomic backgrounds of our students also vary widely, from
rural to urban and unemploved to upper middle claes. We help any
student aeking for aesistance in finding part-tims employment while in
school and we have placed over 90 percent of our graduates in each of

the last five years.

Approximately 75 percent of our students receive Pell Grants, and 95
percent receive student loans. All of the Lincoln Schools are
utilizing the NATTS Default Management Handbook. 1In my school, Wwe

2
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have a clerk designated to follow up on the NATTS default prevention
procedures. They include entrance interviews by the registrar, an
entrance video on defaults, exit interviews and an exit video for
graduates, an exit interview for students whose education is
interrupted or incomplete, and a system of follow-up letters sent at
specific intervale before and after the student reaches repayment

status.

All mail is marked "forwarding and address correction requested.” This
allows us to try to keep track of all students so that we may help
lending institutions and guaranty agencies communicate with our

students.

Based upon the information provided in the Secretary's press release,
. NATTS announced its support for the regulatione on the day that
Secretary Cavazos announced the final regulations. As pointed out in
the NATTS press release, while the regulations will have an adverse
impact upon a numbar of students and schools, NATTS believes they are
tough but fair, and they will help to reduce the defaults that are
caused by procedural weaknesses that currently exist in student loan

programs. I concur with the NATTS position.

‘I would like to share with you some of our concerns.

Mr. Chairman, the fraud and abuse which have occuried at a small number

of private career schools do not represent the practices of the entire

3
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sector, nor is a high default rate necessirily an indication that fraud
and abuse are ocourring. All available research demonstrates that

default rates are primarily a function of the population served.

Because private career schools serve a large number of individuals from
low socio-economic backgrounds, our schools will therefore have

higher default rates. It must be noted that schools serving similar
"at-risk"” students will have a comparable default rate regardless of

whether they are publio or private, tax-depsndent or tax paying.

Nevertheless, improvements are being made in the way chat private
career schools serve our students. Out of the default management
workshops conducted by the Career Training Foundation, default
management plans have been implemented in a growing number of NATTS
schools. These default management plans are succesding in reducing the
nwaber of defaults. Entrance and exit videos and student guides have
also been developed to make sure that students know that they have a

loan and know their responsibilities in repaying that loan.

I applaud tho efforts of the Secretary in requiring the implementation
of such a plan for schools with high default rates. The implementation
of such plans sre an effective method of curbing defaults without

eliminating access to postsecondary education for high risk individuals

== individuals who are in perhaps the greatest need of the

career-oriented education provided by private career schoole.

-

while NATTS agrees with the need to reduce defaults, the Department's
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mathod of calculating default rates presents a number of concerns.

The current lack of sufficient, fair, and accurate data on default
rates will cause improper and unfair implementation of these
regulations. No provision in these regulations should beccome effective
until the 1988 tape dump data is in, compiled, and accurate -~
ermphasizing accuracy perhaps to the point of requirirg verification
from the Inspector General or the General Accounting Office. There is
no conoiltgnt collection ;nd reporting of data on the part of guaranty

agencies. The existing data is seriously flawed. oOnly with

considerable effort will the 1988 data be useful.

The U.8. Department of Education has determined that my school‘'s cohort
default rate for 1986 is 26.9 percent. My most recent default rates as
provide. from our two primary sources are significantly lower. United
student Aid runds, our federal guaranty agency, computes our default at
16.6 percent. The Iowa College Aid Commiesion, our state guaranty
agency, states that our default is 14 percent. These are both computed
for the curront year. Hopefully our continued efforts regarding

default prevention will further lower our rates.

Throughout the debate over defaults, a number of technical decis.ons
have been made which have had a dramatic effect on our understanding
and interpretation of defaults. These technical decisions are not
‘neutral and we need, as a community, to be very clear about the
implications of these procedures. I am speaking specifically of the

reported "default rates.”

IC
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some of the ieeues about the various ways of reassuring that defaults

have been reviewsd in the past and only warrant quick review here. The

GROSS DEFAULT RATE is the measurement of default without inclusion of

the reinstatement of previously defaulted loans which have returned to

repayment. The use of gross default numbers excludes the success the

government has had in increasing collections. A NET DEFAULT RATE which

reflects collected defauits would provide a truer picture of the

federal government's loes on defaults than the currently used grosa

default rate. 1In 1587, the cumulative gross default rate reported by

the Department was 13.1 percent while the net rate was 9.5 percent.

According to Secretary Cavazos, the Department expects to reinstate

$690 million of defaulted loans in repayment during 1969, a significant
improvement over previous years. This means default losses would be

$1.1 billion in FyY 1989, not $1.8 billion projected by the Department.

Another continuing debate dmals with the use of NUMBER OF DEFAULTERS
VERSUS DOLLARS IN DEFAULT. oObviously, many people are more concerned
with the nurber of borrowers in default rather than the dollars in
default. However, a $10,000 default by a single student should be of
greater concern than a $1,325 default. Using a head-count measure
misses thie important consideration. 1In addition, a head-count measure
overstates the magnitude of defaults because, as the research
dexonstrates, borrowers (often school dropouts) with smaller cumulative

-loan amounts are more likely to default than those with larger

cumulative smounts. The recently published regulations are based on

head-counts, not dollars.
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The CUMULATIVE DEFAULT RATE is a measure of all defaults relative to

all loans entering repayment since the inceptien of the Guaranteed
student Loan Program. It provides an historical snapshot of defaults
at the end of each year. The measure does not capture default activity

for a given year.

The TWO-YEAR COHORT MEASURE is quite different. It only includes loans
entering repayment status in a given year. Thoee loane in the cohort
which enter default during the two years after they first enter
repeyment are included in the calculation of the default rate. In the
current regulations, those loane entering repayment in FY 1986 are
observed through PY 1987 to determine which ones default. A new cohort
could start each year. The two-year cohort measure was first thought
to be better than a cumulative default rate becauee it enabled the
default reduction efforts of schools to be measured -- a eensitivity

that wae not possible under a cumulative measurement.

The cohort measure has several limitations., It does not include all
the loans in repayment, only those entering repayment in a given year.,
It does not include all the defaults, only thosw loans in the annual
cohort which are included. 1In other worde, this measure only includes
part of the loans in the school'e portfulio. As noted Jefore, if a
‘school, working with lendere and guaranty agencies, was successful in
reinstating defaulted borrowers in repayment, no credit would be given

in the two-year cohort measure.
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Because the cohort is small relative to the total loans in repayment, a
school with a small cohort (under 30 loans) could expsrience annual
fluctuations in default rates with relacively small differences in the
absolute number of loans defaulting. Pror example, if a school had 25
loans in the cohort and five defaulted, that schools would have a 20
peroent default rate and would have to develop an individual default
management plan. If, on ths other hand, the school had four defaults,
the rate would be 16 percent. 1In this example, the differences of one
default in two years would mean the difference of being required to be
identified as a high default school. The two-year cohort is unfair to
schools with small numbers of borrowers. The Department rightfully
excluded these schools from ths aggregated calculations reported in

‘Sscretary Cavazos' announcement >f regulations.

There are a number of ways to calculate dsfault rates. We recommend

using an annual default measure in prefersnce to ths two which ars

currently utilized. The ANNUAL DEFAULT RATE measures how many

defaults take place in a given ysar compared to all the loans in
repayment that year. It uses more information than two-ysar cohort so
it will not be as volatile. At the same time, it providss a moving
trend line so improvements or declines in the default rate can be
neasursd over time. It is aleo amenable to a providing a net and gross
measurs, 80 the success a school has in reinstating previously
defaultsd loans could be included in the measure. The annual rate also
has the advantage of being more widely used and understood in the

banking community.

Q
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An example may help clarify the difference between the annual and
two-year cohort measurn. Assume a school had 100 loans entering
repaynent in a year and had 500 loans in repayment during the year. 1If

20 of the loans in ths 100 loan cohort entersd default, the school

would have a 20 percent default rate. If 20 loans in the whole
portfolio ware to default, the default riute would be four percent. 1In
the example, 20 defaults could be characterized as either a 20 percent
or a four percent default rate. The two current measures are easily
confused and misunderstood by participants and cbservers. The
following table provides a com“arison between the cumulative and annual
default rate. It is not possible to include the two-year cohort rate

because the data do not exist for its calculation.
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Comparison of aAnnual and Cumulative

Default Rates

$ in $ in Annual Cuaulative
Repayxent Default Default Default

Year {in millions) (gross) (groses)
1975 $§ 2,580 $ 129 5.0% 8.2%
1976 $ 2,651 $ 154 7.3 9.9
1977 $§ 2,783 § 202 7.3 10.9
1978 $ 2,925 $ 208 7.1 11.6
1979 $ 3,200 $ 223 7.0 12.0
1980 $ 3,762 $ 239 6.4 12.5
1981 §$ 4,711 $ 254 5.4 12.3
1982 $§ 6,856 $ 288 4.2 11.2
1983 $ 9,525 $ 531 5.6 10.8
1984 $12,959 $ 713 5.7 10.9
1985 $16,473 $1,032 6.3 11.6
1986 $§20,591 $1,311 6.7 12.6
1587 $23,504 $1,378 5.8 13.1

10
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Several things can be noted from the table. TFirst, the rate of default

is within hiatorical averages. The increasing dollars ina default

reflect the increasing volume of loans in repayment. Second, the
annual rate of default shows a sharp drop in ry 1987. It is not clear
whether this is due to changes in repcrting or whether the default
reduction efforts started in 1986 are taking hold. Third, thers is no
direct relationship between the cumulative and annual rate of default.
Knowing one default rate does not allow one to estimate the other two

ratea.

Agreement on a common meaasure of default will help clarify the policy
and reduce confusion amona participants. 2« it stands now, different
ratea are used interchangeably in speeches and policy documents. The
decision aa to which measure to uae ia more than just a technical
coasideration. It affects the amount of information we have available
in the indicators. Perhapa most importantly, it has a profound effect

on the perception of the magnitude of default.

It should be evident that we believe the choice of a two-year gross
default measure based on a head-count is perhaps the worst choice that
could have been made. 1t providea an incomplete picture of defaults,
it does not credit schools for auccessful collection efforts, it is
unstable, and it overstatea the magnitude of defaults. Ve believe that
universal adoption of an annual net default rate baaed on the dollar

11
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amount defaultsd would prove to be a more useful and adaptable
measurs. Ws urge this subcommittes to consider such a changs in

reporting defaults in ths Titls IV Guaranteed student Loan Progranms.

With regard to the Limit, suspend, and Tsrminats (1L,8&T) provisions
which are inoludsd in the default rsgulations, again I support the
Secretary's decision. Nhi%l ths regulations authorize the initiation
of L,8, & T actions if a school's dsfault rate is highsr than 60
percent, they do not require such action. As we understand, the
Secrstary will request information from ths sohool pertaining to the
causes of dsfault rates, including ths population servsd, and will
consider effortw which ths school has undsrtaken to reduce defaults.
The school will thus be judged on its efforts. This provision will
help to protect good schools whioh ssrve a largs humbsr of high risk
students and focus adverss actione on schools that are not willing to

taks ths necessary actions availabls to them.

rurther, ths Secretary's tiered approach to dealing with default ratss
is a balanced plan for rsducing the number of d;tcultl. It will expect
mors from schools with progressively highsr default rates without
denying access to postsecondary education to ths many low-income

studsnts for whom privats carssr education is bsst suited.

Ths final regulations include a 30 day chsck dslay for the disburssment
of studsnt loan money to students. NATTS supports the concept of
delaying these checks because it will reduce dsfaults and it is a sound

12
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economic policy which will help to reduce costs to lenders. A student
who enrolls but does not attsnd the first day of class is costly to
lendsrs in spits of the fact that schools rsturn the full amount of the
student's loan. The cost of processing that loan is borns by the

lendsr. Delaying disbursement of the loan will sliminats the cost of

processing loans for students who do not show up for class, or for

those who drop cut early.

Check delay can be an effective policy, as long as the check will be
made available on ths 30tu day. The policy should be administsred so
as not to cause delays for rscsipt of the chsck beyond the 30th day in

order to prevent financial hardship on the student and the school.

However, students attending 300 to 900 hour programs are put into an
untenable situation. Thus, the chsck should be held no longer than an

appropriate portion of time for ths short coursss.

In addition to the check delay puolicy, NATTS supports the holding by
the school of the loan money over the price of the tuition, with ths
student receiving weekly disbursements of the money in excess of
tuition. NATTS has found ths disbursement of large sums of loan

money to high risk, low income students stimulatss high drop out rates.

As we understand the Secretary's regulations, ths pPro rata refund
policy is actually a proportional formula that is recoversd in 10
percent increments wp to 50 percent of ths program lsngth. Ws applaud

13
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this method. It allows schools that do not normally take attendance to
determine at reasonable times whether or not the student is still
enrolled. It also recognizes the inherent weakness of a strict pro
rata refund which penalizes those who complete the course by forcing
them to assume the costs of those who do not complete. By allowing the
refund to be complete at 30 percent of the program length, the
Secretary has struck an excellent compromise between consumer

protection and the fixed costs of educational institutions.

consumer protection is “ne area in which we do not believe that the
Secretary has gone far enough in formulating the final regulations.

The Secretary's plan requires all schools offering vocational education
programs to list completion rates, placement rates and state licensing
requirements to all prospective students. HRowever, this consumer
information clause does not apply to schools which offer associate,
four-year or post.graduate degrees except those which make claims about

placement.

students who enroll in degree programs should have access to the same
performance results expected of programs of less than four years.
Programs iacluding teaching, engineering, dentistry and business
administration, to name a few, should have the same consumer disclosure

rules as trade schools.

while NATTS strongly supports the reguletions on the whole and has
reservations on some details, we have serious concerns about some of
the legislative proposals the Secretary has recommended.

14
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First, ths use of an indspendsnt third party for testing ability to
benefit (ATB) students does not provids an sfficisnt, sffecctivs
solution to the problems of admitting thsss studsnts. NATTS has
formulated an alternativs solutions which rslies on a third party to

assess ths contsnt and administration of ATB tests.

NATTS and the Association of Independent Colleges and schools (AICS)
have sntersd into an agrsement with the American council on Education
(ACE) to have them assess all submitted ATB tests. Only tests whose
contsnt and administsring procsdures receivs approval by ACE would be
permittsd for uss by NATTS schools. NATTS schools would be

ovsrsssn in the use of these approvsd tssts by their accrsditing body,
the Department of Education, and by thsir state licensing body through

normal program rsviews.

NATTS does not support ths availability of only ons tsst for all ATB
studsnts. NATTS schools offsr programs in more than 120 diffsrent
career fislds, sach requiring different skill levels in arsas such as
rsading and mathsmatics plus other slemsnts that should be part of the

admissions determination.

The uss of a separats testing sits is not efficient bscause of ths
potentially high costs involved. rurthsr, ths possibility that the
*indspsndent” sits could bs at & location whsre thoss administsring the
tests might havs unfavorabls opinions about propristary education could
result in counssling studsnts against ths program of thsir choics.

15
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NATTS supports the use of legitimate teste for AT students, and the
hegitimate adminietering of these tests, but does not agree that the
use of third party testing is the appropriate way to achieve such

legitimacy.

The Secretary's proposal that the Congress pass legislation to prohibit
schools from employing commissioned sales representatives for
recruiting activities is unnecesnary. There is no evidence that
commissioned emplayees are any more or less honest than salaried
enployees. PFurther, the nexus of the problem is not how /tude “s are

recruited, but are they admitted.

Accepting the perception that there must be safeguards to ensure the
integrity of commissioned sales, NATTS has suggested legislation
which would require that the individuals who make the final decision
about whether or not to admit & student to a school, as well as the
individuals who administer financial aid at the school, must be
salaried employees. Recruiters who are on commission could still
recruit, but would not make the decision about whether a student is or

is not admitted to the program.

The proposed elimination of commissioned sales representatives would
-also eliminate the incentive for recruiters to do a good job. We
support the concept that commissions be tied to the student's
completion of the proyram. This would provide incentive to recruiters

16
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to do a careful job of recruiting students who are well-suited to the
program and who ars likely to be able to, and have the desire to,

complete their education.

Although NATTS does not support several of the legislative proposals
made by the Secretary, we wholsheartedly support another lagislative
recormendation made by the Secretary: the prohibition of certification
of schools for program eligibility after the loss of accreditation.
Action by an accrediting body to eliminate a school that is not
providing quality education is rendered useless if the school can
obtain accreditation from another accrediting body, sometimes within
days of having their accreditation pulled by their original accrediting

body.
I would like to close by again applauding Secretary Cavazos' tough but
fair recasting of the default regulations. We share his commitment to

ensuring the integrity of the loan programs.

Thank you for this opportunity to testify before you today. I will be

pleased to answer any questions.
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Senator PeLL. Ms. Clement.

STATEMENT OF JANET CLEMENT, EDUCATIONAL LOANS DIVI-
SION, BANK ONE, MERRIVILLE, N.A., MERRIVILLE, IN, ON
BEHALF OF CONSUMER BANKERS ASSOCIATION

Ms. CLeMENT. Thank you. Mr. Chairman, members of the Sub-
committee on Education, Arts and Humanities, my name is Janet
%arr;int wit;n Ba.nkﬂ'l One, Merriville, N.A., lg:?ted in vaille, tlﬁ

you for the opportunity to test ore you y on the
subject of the new gtafford foan neg’:fations and other student
loan issues. My views today reflect the position of the Consumer
Bankers Asaociation’s education funding committee.

Lenders in the Stafford Loan Program support the department’s
new default ations. Several as of the rr<gulations, includ-
ing the imposition of a modified refund policy on educational insti-
tutiors with default rates in excess of 30 percent, will effectuate
changes in the behavior of schools that will reduce default losses.

CBA believes that it is appropriate that limitation, suspension,
and termination proceedings be brought against educational insti-
tutions with unreasonably high default rates among former stu-
dents. As you know, Mr. Chairman, the default rate calculations
included in the regulations are controversial and have been chal-
lenged as inaccurate. This aspect of the new regulations may re-
quire some additicnal work.

Finally, CBA supports the imposition of the default management
plan on schools v ‘i, _efault rates in excess of 20 percent. Taken a8
a whole, the new regulations are very reasonable and provide an
educational institution with good intentions and a commitment to
quality a clear opportunity to continue to participate in student fi-
nancial aid programs.

There is an aspect of the new regulations of particular concern to
lenders—the requirement that the request for preclaims assistance
on delinquent loans be shared with the schools within 30 days after
being made. As required, schools would be inundated with reports
from multiple lenders that are in different formats and of question-
able utility.

In order to address this problem, CBA has submitted recommend-
ed legislative language to the subcommittee to direct guarantors to
send this information to schools on their recg;zst.

In his default reduction initiative, the retary has proposed
mandating the offering of a graduated repayment option to borrow-
ers in the program. We understand that this proposal is based on
evidence that a graduated repayment option will reduce defaults.
We have not yet reviewed the evidence. However, we are concerned
that a reduction in the speed of amortization of outstanding
amounts will effectuate an increase in the (Government'’s special al-
lowance cost and an increase in interest paid by the borrower over
the life of the loan. :

CBA takes no position on the graduated repayment option.

CBA endorses the prohibition on the use of commissioned sales
representatives by educational institutions for the purpose of re-
cruiting students.
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As you know, Mr. Chairman, the Department of Education has
been developing a revised Form 799 used by lenders for the pur-
pose of b interest and special-allowance benefits from the De-
partment of Education. CBA believes that the objectives of the re-
vised 799 are legitimate. However, we have several specific con-
@ Many loaders Wil have difficulty in implement

enders ve culty in implenenting average
daily balances, as is required on the new form;

(2{ Fine-tuning of the instructions on the new form are still in
prt:leess. Thus, implementation problems are still being worked out,
an

(3) It appears that education may have insufficient time to appro-
priately test the new form.

The probable result of these problems is that lenders maybe
unable to complete the billing form in full compliance with the
form’s instructions. For this reason, CBA proposes that specific leg-
islative language be adopted by the Congress to direct the depart-
ment to make payment pursuant to a 799 submitted with technical
errors by a lender, provided that the lender certifies that the bill-
ing is as complete and accurate as possible and the lender indicates
any recognized problem reflected in the form.

In addition to these issues, CBA also wishes to point out five
other concerns of lenders that may warrant some form of legisla-
t;:re activity. We have submitted legislative language on some of
these.

On the windfall profits recapture, in 1986 the Congress enacted a
provision requiring lenders to rebate excess profits received on stu-
dent loans after the borrower’s interest rate increased to 10 per-
cent. The step interest rate in and of itself is a major problem for
lenders because a single borrower may have loans which convert to
the higher interest rate at different points of the life of the loan,
thereby undermining the desired administrative consolidation of
loans and causing problems for the holder as well as the borrower.

. CBA continues to be concerned that the current statutory provi-
sions governing disclosures to borrowers and processing of defer-
ments on SLS loans are unworkable and unnecessarily complex.
Because of the accrual of interest on SLS loans during the in-school
period, the disclosure to the borrower at time of loan origination
estimated monthly payments is difficult to process and highly spec-
ulative. Provision of this information to borrowers potentially cre-
ates confusion. CBA recommends that this disclosure be de’eted.

Lenders also continue to be deeply concerned regardin_ the sol-
vency of some guaranty agencies and believes that the committee
should direct the Department of Education through legislation or
through a direct request to develop specified procedures to sffectu-
ate the merger of consolidation of guaranty agencies in the event
of the insolvency of a single agency and o vrovide for the direct
g:cy;nent of reinsurance benefits to the lender in case the agency

mes insolvent.
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As has been well documented, there has been significant lender
withdrawal from the program in the past six months. CBA believes
that the possibility of borrowers facing difficulty in obtaining loans
under the program is a very real prospect and that it is appropri-
ate for Congress to review the lender of last resort provisions.

. CBA continues 5 believe that the current du . diligence regula-
tions are rigid and unrealistic in their demands on lenders. These
reg\lﬁations should be modified as soon as possible to address this
problem. .

Mr. Chairman, this concludes my statement. I would be happy to
respond to any questions.

[The prepared statement of Frank Cammarata follows:]
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PREPARED STATEMENT OF FRANK CAMMARATA oM Z.5iALF OF
THE CONSUMER BANKERS ASSOCIATION

Mr. Chairman, Members of the Subcommittee on Fducation, Arts
and Humanities, my name is Fiank Cammarata, Vice President with
Bank One, Merrillvillm, NA, located in Merrillville, Indiana.
Taank you for the opportunity to testify before you today or the
subject of the new Stafford Loan regulations and other student
loan issues. My views today reflect the position of the Consumer

Bankers Association'sl Education Funding Committee.

Lenders in the Stafford Ican progran support the
Department's new default regulations. Savaral aspects of the
regulations, including the imposition of a modified refund policy
on educational institutions with default rates in excess of 30
porcent, will effectuate changes in the behavior of schools that
will reduce default lcosses. In addition, the new regulations
will benefit students through improving the admissions process
and providing schools with new incentives to ratain students

through the complaetion of their educational program,

CBA believes that it is appropriate that limitation,

suspension and termination proceedi.gs be brought against

lThoCQnsumcr Bankars Association was founded in 1919 to
provide a progressive voice for the retail banking industry. cBA
reprasents approximately 700 federally insured banks, savings and
loans and credit unions that hold more than 80 percent of ail
consumer deposits, and more than 70 percent of all consumer
ccedit held by federally insured depository institutions.

-le
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educatisnal institutions with unreasonably high default rates
among former students. As you know, ’Ir. Chairman, the default
rate calculations included in the regulations are controversial
and have been challenged as inaccurate. This aspect of the new
regqulations may require some additional work. It may be
appropriate for this Committee to intervens with a statutory
definition of default rate similar to those discus.ed during
Congressional consideration of ysour default rodﬁciion bill last

year.

Finally, CBA supports the imposition of the degault
management plan on schools with default rates in excess of 20
percent. Under the naw regulations, detault management plans
will be based on information supplied to the Department by the
educational inastitution itself, thus making it probanle that the
plan will address problems spe:ific to the particular school.
Lenders also beliave that the list of default reduction measures
compilad by the Department as Appendix D of the regulations
provides schools with a well thought out effective list of

remedies to utilize in achieving this goal.

Tak > as a whole, the naw regulations are very reasonable
and provide an educationai institution with gocd intentions and a
commitment to quality, a clear opportunity to continue to

participate in student financial aid programs.
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There is an aspect of the new regulations of particular
concern to lenders =-- the requirement that the request for pre-
claims assistance on delinquent loans be shared with schools
within thirty days after being made. As raquired, schools would
be inundated with reports from multiple lenders that are in
different formats and of questionable utility. In order to
address this problem, CBA has submitted recommended legislative
language to the Subcommittee to direct guarantors to send this
information to schools on their request. This will reduce the
volume of paper coming into the school and facilitate its use.
our Amendment is similar to a provision included in S. 568, your
default reduction bill. We hope the Subcommittee will adopt it.

Eroposed Lagislation for a Graduated Repavment Option

iIn his dctault reduction initiative packaéo, Secratary
Cavazos hes proposed mandating the offering of a graduated
rapayment option to borrowers in the program. We ‘nderstand that
this proposal is based on evidence that a graduated repayment
option will reduce defaults. We have not yet review. :he

evidence. However, we have the following concerns:

1. A reduction in the speed of amortization of outstanding
arounts on student loans will effectuate an incrsage in

government special allowance ccsts, and an increase in interest

-3a
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paid by the borrower over the life of the loan.

2. Many borrowers not in need of relief from the amount of
repayment will exercise the graduated repayment option if it must

be offered to all borrowers.

Tha loan consolidation option available to students at
specified levels of indebtedness appears to me to be the
appropriate mechanism for offering students relief from high
repayment burdens. It is also worth noting that all lenders in
the program have the opportunity to offer a forbearance to a
student indicating a commitment to repay his/her loz:.. without the

immediate ability to do so.

CBA takes ho position on the graduated :3payment option.
However, we will closely review the Departmant's evidence of its
effectiveness and its legislative proposal when it is delivered

to Congress.

commissioned Sales Representatives

CBA endorses the prohibition on the use of commissioned
sales representatives by educational institutions for the purpose
of recruiting students. The anecdotal information, widespread in
the student loan communi‘y, and the parsonal experiences of some

CBA members, indicates that many abuses in student recruitment

-g -
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occur as a result of under-trained, inappropriately motivated,
indepsndent commissioned sales representatives. Ths elimination
of this means of compensation will help effectuate a reduction in

abusive student recruitment.

Qther Requlatorv and Policy Issues

A. Form 799

As you know, Mr. Chairwan, the Department of Education has
been developing 2 revised Form 799 used by lenders for the
purpose of billing interest and special allowance benefits from
the Department of Education. Approximately one year ago,; the
Departmen: released specifications for a significantly more
complex and de.ailed Form 799. The purpose of the modifications
in the Form 799 is to provide the Department of Education with
increused information on loan activity by the lenders in the
program and to pravide internal edit checks of billings to the
federal government. CBA helieves that both ubjectives of the
revised 799 are legitimate, and we do not omwose the desire of
the Department to compile additional informavion regarding
Stafford Loans for the purpose of administering the program.

However, we have several spacific concerns:

1. Many lenders will have difficulty in implementing

avarage daily balances as is required on the new form.

-5~
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2. Fine tuning of the instructions on the new form are
still in process. Thus, implementation problems are still being
worked out.

®
3. It appears that ED may have insufficient time to

appropriately test the new form.

The probable result of these problems is that its
implementaticn, baginning with the Decembar 31, 1989 billing,
will result in many lenders being unable to complete the billing
form in full compliance with the form's instructions. For this
reason, CPA proposes to this Subcommittee today that specific
legislative language be adopted by the Congress to direct the
Dapartment to make paylient pursuant to a 799 submitted with
technical errors by a lender, provided that the lender certifies
that the billing is fully complete and accurate as possible and
the lender indicates any recognized p:'oblem reflected in the
form. As is currently required under the Department's policies
and regulations, lenders would be required to repay to the
Department of Education any amounts overbilled by error. The
test period would last three billing periods after which full
compliance with the 799 in all its regards would be reguired.
The amendment developed by CBA would repeal the mandatory payment
of billings pursuant tc Form 799 s: 'd the Department withdraw

or modify the new revised form during any of the three quarters
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envisioned.

B. Other Issues

In addition to these issues, CBA also wishes to point out
five other concerns of lenders that may warrant some form of
legislative activity prior to reauthorization of the Higher

Education Act in 1991:

1. " ts ture", 1In 1986, the Congress
enacted a provision requiring lenders to rebate "excess" profits
received on students loans after the borrower's interest rate
increased to 10 percent. Under the amendmant, amounts received
from the borrower as interest in excess of the base special

allowance rate must be rebated to the borrower.

This amendment has caused considerable concern in the lender
and servicer community due to the operational difficulties
surrounding the process of rebating what may turn out to be very
limited amounts of monies to student borrowers as well as
implementing the stepped interest rate on the loan. The stepped
interast rate in and of itself is a major problem for lenders
bacause a single borrower may have loans which convert to the
higher interest rate at diffecrent points of the life of the loan,
thereby undermining the dasired administrative consolidation of

loans and causing problems for the holder as well as the
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borrowver.

CBA proposes an elimination of the stepped interest rate on
all loans subject to this provision. Our amendment reduces the
interest rate after the fifth year of repayment to 8 percent
rather than the current statutorily required 10 percent, as well
as eliminates the windfall profits recapture provision. As its
preferred option, CBA would recommend a fixed rate of 8 or §
percent. We understand, however, that there may be budget
concerns regarding this amendment. To address these concerns,
CBA proposes that consideration be given to setting the interest
rate at a variable based on the 52 week bond equivalert rate on a
variable basis suggested annually on all loans going into the
future. In order to protact the borrower from excesesive
increases in the interest rate, the borrower's interest rate
would be capped at 9 percent with a special allowance payable to

lenders when the borrower's interest rate exceeded 9 percent.

2. SLS Defarraents and Borrower Disclosure

CBA continues to be concerned that the current statutory
péovisions governing disclosures to borrowers and processing of
deferments on such loans are unworkable and unnecessarily
complex. Because of the accrual of interest on SLS loans during
the in-school period, the disclosure to the bhorrower at time of

loan origination estimated monthly payments is difficult to

-l
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process and highly speculative. Provision of this informatiun to
borrowers potentially creates confusion and could actually
discourage some borrowers from paying their loans later. CBA

recomzends that this disclosure be deleted.

An additional problem on SLS loans relates to deferring the
payment of interest on such loans during periods in which the
borrower is in scaool. Currently, a spacitic d.rofm.nt recuest
form must be processed. This requirement is burdensome and
requires the borrower to submit not only a SLS application form
but also a deferment request form in order to delay the
requirement to repay interest on his/her lcan. To address this
situation, CBA racommends that deferments be authorized on the
basis of the submission by the borrowaer of a SLS application form
which includes an indication of a des: - to defer repayment gor a
separate d.t.rm.n§ form (as under current practice). 1In
addition, interest woula be deferred not only during the pariod
covered by the loan, but also during any summer vacation or
interval between acaderic periods, provided that the borrower's

academic program had not yet been completed.

CEA beslieves that these amendments will maintain the
integrity of the program, while at the same time facilitate the
processing of daferments on these loans. We hope that the

Subcommittee will include this amendment in its legislation.
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Lenders alsoc continue to be deeply concerned regarding the
solvancy of certain guaranty agencies and believes that the
‘Comnittee should direct the Department of Education through
legislation or through a direct request to develop specified
procedures to effectuate the merger of consolidation of guaranty
agencies in the event of the insolvency of a single agency and to
provide for the direct payment of reinsurance benefits to the

lender in the case an agency becones insclvent.

CBA helieves it would be highly imprudent to wait until a
guaranty agency becomes insolvent before addressing how such an
event would be administratively handled. CBA would ba pleased to
work with this Subcommittee on a letter to the Secratary
requesting guidance on this matter or on an amendment specifying

procaedures directly.

4. Lender of Last Resort Provisions As has been well
documented (although not yet acknowledged by the Department of
Education), there has been significant withdrawal from the
Stafford Loan program in the past six months. Not only have the
well-publicized withdraws of First Independent Trust Company,
Glendale Federal Savings, and the Bank of New York occurred, but
numerous smaller lenders have reduced or limited their

participation. CBA believes that the possibility of borrowers
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facing difficulty in obtaining loans under the program is a very
real prospsct and that it is appropriate for Congress to review
the lender of last resort provisions found in Section 428(j) of
the Act to determine whether thess provisions would be viable and

workable in the event of a widespread access problem.

Saveral gquaranty agencies, including California, have
indicated that they do not believe they would be able to fulfiil
their statutory requirements to meet lender of last resort loans
if a significant volume of requests for such loans were made.
For this reason, action needs to occur noy on developing an
appropriate equitable means of addressing the lender of last
resort problem so that eligible borrowers are not unable to find

& lender.

5. Due Diljigence Regulations. CBA continues to believe

that the current due diligence regulations found with 34 C.F.R.
682.411 are rigid and unrealistic in their demands on lenders.
Because the consequences of relatively minor violations of the
regulations result in losses ¢ principal and interest on loans,
many lenders have placed a higher priority on compliance with the
regulations than on achieving repayments from borrowers. This is
counterproductive, and is not reasocnable. For this reason, CBA
has been working with the Department of Education on revisions to
the due diligence and collection regulations and encourages this

Subcommittee t~ become involved in these conversations. CBA
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believes that a set of regulations requiring aggressive
collection activities that will reduce default experience among
borrowers is possible, and that the current regulations should be

modified as soon as possible toward this end.

Conclusion

Mr. Chairman, this concludes my statement. Thank You again
for the opportunity to testify before this Subcommittee today. I
would be happy to respond toc any qguestions you or any Members of

the Subcommittee might have.

\/
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Senator PxLL. Dr. Flippin.

STATEMENT OF JAMES L. FLIPPIN, DIRECTOR, MISSISSIPP!
GUARANTEE STUDENT T AN AGENCY, JACKSON, MS, ON
BEHALF OF NATIONAL °  _NCIL OF HIGHER EDUCATION LOAN
PROGRAMS, INC.

Dr. FLipPIN. Thank you, Mr. Chairman.

I have submitted my written testimony for the record.

Mr. i , members of the committee, my name is Jim Flip-
pin, and I am director of the Mississippi Guaranteed Student Loan

ncy and current president of the National Council of Higher
Fducation Loan Programs. I am extremely happy to appear before
you today to discuss the issues in the S ordioa.nProgram,es
cially the recent ennouncement of the Secretary of Education’s de-
fault initiative.

Thj:'frear the Department of Education estimates that $12.2 bil-
lion will be lox:ied to some 4.6 million students. We are proud of
these numbers and believe they are proof that the Stafford Loan

am is working and working well. However, we share your
concerns that budgetary constraints have forced our Nation’s stu-
dents to borrow to support their education.

The number one priority of the National Council of Higher Edu-
cation Loan Programs during the reauthorization of the Higher
Ed:.lxcatiop Act in t1_1.!:,85-86 w:: to reverse t'l;xhe Ptrﬁng tov:ard loans
and moving away from gran ,especla.l.l¥ e Pell Grant program.

As of fiscal year 1987, approximately $77.4 billion had been made
- available to students since the beginning of the guaranteed student
loan program in 1965. Of this amount, approximately $42.8 billion
was outstandinf either in re ent or support.ng students cur-
rently in school. Last year, default costs were %roectad to reach
$1.6 billion. However, through a combination of Federal and guar-
anty agency efforts, they actually amounted to $300 million less
than anticipated. For fiscal year 1989, it is estimated that the De-
partment of Education will pay $1.8 billion in default claims.

For the record, I must note that these numbers represent gross
cost to the Federal taxpayer and not the actual cost to the Treas-

ury.

All in all, collections this year are expected to reduce the total
Federal cbligation by one-third, or app: .ximately $600 million.
However, there is no disputing that the default costs are much too
hiq'l‘:and tl at default rates at some schools are intolerable.

e defealt initiative announced by Secretary Cavazoe is de-
signed to reduce theee cos’s. I applaud the Secre 8 actions, and
I pledge the full support of mage_x:gﬁand thi ief that all the
guaran agencwe.mmak% initiative work.

The default initiative will give us more tools to take further
action. There is no question that delayed certification and disburse-
ments of loans to first-time borrowers at schools with a cohort de-
fault rate of more than 30 percent will significantly reduce default

rates.

Similarly, the requirement of a pro rata refund policy will sub-
stax;tia.lly reduce the borrower’s indebtedness if he leaves school
early.
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It also makes eminent sense to prevent institutions from accredi-
tation-shopping. I am sure that you and your staffs, as we have
today, heard schools complain, and others, concerned about the
data on cohort default rate distributed by the Secretary at his
press conference as being inaccurate.

In some measure, the schools are correct. The data for the 1986
cohort default rates were taken from tapes submitted by guaranty
agencies to the Department of Education. At the time the data
were collected, participation in the tape aump was totally volun-
tary. The National Council of Higher Education Loan Programs, in
cooperation with the department, revised the data collection instru-
ment and made participation mandatory.

The council is working .losely with the department to make cer-
tain that the current tapes submitted by the guaranty agencies re-
flecting the fiscal year 1988 activity are accurate and complete.

However, I must note that with all the inherent flaws in the ex-
isting data, it cannot be totally igniored. A school showing a 50, 60,
or 70 percent default rate under the Secretary’s data cannot expect
to find that technical corrections and updated information will
transform them into a 10 percent default school. Reducing defaults
takes hard work.

The very existence of a cohort default rate is confusing to many
schools and to the general public, since this concept did not exist
prior to 1987. I would urge the subcommittee to legislate several
definitions, for comprehensive programmatic purposes: (1) an
annual default rate with both gross and net fi : (2) a cumula-
tive default rate with gross and net figures; (3) the cohort default
rate that we have already talked about, and (4) a “trigger”’ dejault
rate.

The agency’s “trigger” rate, which is the number that deter-
‘mines the level of an agency's reinsurance, should be published
along with the cohort rate.

Mr. Chairman, the National Council of Higher Education Loan
Programms and I are supportive of the regulations promulgated by
Secretary Cavazos. We believe that they have the potential to s:\g-
nificantly reduce both loan default rates and default costs. I am
confident that we can work closely with the Secretary and his staff
to assure that the defaults in the Stafford Loan Program are suc-
cessfully reduced to the minimum level achievable. We look for-
ward to receiving the language of the department’s legislative gro-
posals and to working with the subcommittee and its staff in their
consideration. .

Thank you for inviting me to appear before you today, and I
would be happy to answer any questions.

Senator PrLL. Thaak you very much, Dr. Flippin.

{The prepared statement of Dr. Flippin follows:]
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PREPARED STATEMENT OF JAMES L. FLIPPIN

Mr. Chairman and Members of the Subcommittee. My name is James L. Flippin,
and I am Director of the Mississippi Guarantee Student Loan Agency and current
President of the National Council of Higher Education Loan Programs. I am
extremely happy to appear before you today to discuss issues in the Stafford
Loan Program and, especially, the recent announcement of the Secretary of
Education's Default Initiative.

As you are aware, the Stafford Loan Program (comprised of Stafford Student
Loans, Supplemental Loans for Students, PLUS Loans for parents, and
Consolidation Loans) is the largest single program of Federal financial aid for
students attending institutions of postsecondary education. Last year, lenders
in the program made approximately $11.8 Billion available to students and their
parents; this year, the De¢partment of Education estimates that $12.2 Billion
will be loaned to 4.6 Million borrowers.

While those of us who have dedicated our professional lives to making
postsecondary education available to all individuals who can benefit from it
are proud of these numbers, and believe they are proof that the Stafford Loan
Program j§ working, and working well, we share your concern that budgetary
constraints have forced our Nation's students to borrow to support their
educations. The number one priority of the National Couudi! of Higher
Education Loan Programs during the 1985-86 reauthorization of the Higher
Education Act was to reverse the trend towards loans and away from grants,
especially Pell Grants. I am confident that the Council’s position will remain
equally strong as this Subcommittee undertakes its reauthorization efforts in

Fiscal Year 1990.
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Limited growth in appropriations for Pell Grants and college-based
programs, growth which has failed to keep pace with rising college coxts, has
- unfortunately -- pushed Stafford Loan volume to new heights year after
year. As of FY 1987, approximately $77.4 Eillion had been made available to
students since the beginning of the Guaranteed Student Loan Program in 1965,
Of this amount, approximately $42.8 billion was outstanding--cither in
repayment or supporting students currently in school,

Numbers of this magnitude give rise to large numbers in default. While the
annval default rate has remained relatively steady, and even declined, over the
past decade, the doilar cost to the Federal government has steadily risen,
reflecting the increased lending volume to which the percentage is applied,

Last year, default costs were projected to reach $1.6 Billion. However,
throush a combination of Federal and guaranty agency efforts, they actually
amounted to $300 less than anticipated. For FY 1989, it is estimated that the
Department of Education will pay $1.8 Billion in default claims. It is my
hope, and belief, that actual costs will be correspondingly less.

For the record, I must note that these numbers represent gross cost to the
Federal taxpaysr, not the actual cost to the Treasury. Guaranty agencies
continue to collect on defaulted loans after claims are filed for Federal
reinsurance, and 70 cents of each dollar collected is returned to the Federal
Government. Almost all guaranty agencies participate with the Department ¢f
Education and the IRS in assuring that potential income tax refunds of
defaulted borrowers are seized and used to repay their Stafford Loans. And
Departmental collection agencies are still attempting to recover on defaults
incurred in the old Federal Insured Student Loan Program. All in all,
collections this year are expected to reduce the total Federal obligation by

one third, or approximately $600 Million.
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However, there is no disputing that defsult costs are still much too high,
and that default rates at some schools are intolerable. The Defaul
Initiative, announced on June 1 by Secretary Cavazos, is designed to reduce
these costs and weed the "bad apples” out of the Program so that it can
continue to make aid available to the millions of students at responsible
institutions. I applaud the Secretary's actions. I believe that they have the
potential to make & significant impact on the default problem currently
confronting the Program. And I pledge the full supnort of my agency and, I
belicve, all the guarantors to making the Initiative work.

All agencies conduct program reviews of their major schools, and their
"problem schools,” to make certain that all the rules and regulations are being
properly complied with. Most agencies have undertaken Limitation, Suspension,
and Teurmination actions against schools which have shown absolutely no capacity
to udminister the program under the law. Many of the highest default schools
listed in the Department's list of 1986 cohort default rates are already out of
business because of actions taken at the State level by the guaranty agency.
At least one State has already announced plans to require Default Management
Plans of all of its schools with default rates of more than 25%. The Default
Initiative will give us all more tools to take further actions.

There is no question that.delayed certification and disbursement of loans
to first-time borrowers at schools with & cohort default rate of more than 30%
will significantly reduce default costs. A student who has "walked in and
walked out® of & school - whether a four-year institution or a trade school --
feels no obligation to pay off 8 loan for education he did not receive. After

all, he received nothing of value and has no greater chance of being employable

page 3




192

than he did before his visit to the school. The fact that the debt is owed to
a lender which is totally separate from the school is irrclevant to him. The
loan is almost certainly a default.

But if he must remain in school for 30 days before receiving his loan
procreds, he will have shown 8 level of persistence that bodes well for his
completion of his education. If he completes, research shows that he is far
more likely to repay.

Similarly, the requirement of & pro rata refund policy will substantially
reduce the borrower’s indebtedness if he leaves schoo! early. Current law
requires each institution to have 8 refund policy. However, in some cases, an
institution has used & "no refund” policy to fulfill the requirement,
muximizing both its return on the student loan and the amount of indebtedness
(and probable default) imposed on & borrower. If & school is required to have
‘s moderate pro rata refund policy, refunds due early school-leavers can be
applied directly to reduce the amovnt of their debt -- and any potential
Federal cost if they subsequently defauit.

The policy makes eminent sense for the Stafford Loan Program, and it would
scem to make sense for all Federal student sid programs, as the Department will
propose through legislation.

This Subcommittee originally authored the prohibitions contained in current
law agcinst use of commissioned salesmen in conjunction with receipt of Federal
student financial aid. That language has successfully closed down some of the
shady practices that had been brought to the Subcommittee’s attention.
However, jome unscrupulous schools have skated close to the language of the law

and, I believe, clearly beyond its intent, by continuing to use commissioned
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recruitets but salaried financial aid counsellors. Although I have not seen
the Department's proposed language concerniug prohibition of commissioned sales
represen.utives for recruiting and admitting activities, I support the concept
of further cracking down on questionable practices. We have all read too much
in the press about recruitment in unemployment lines and among the homeless to
let these practices continue.

It also makes cminent sense to prevent institutions from “accreditation-
shopping." The current ability of a school to seek alternate acereditation
when it is subjected to question or disciplinary action by its accrediting
agency can make it impossible for an accrediting agency which is trying to
enforce high standards on its schools to succeed in cleaning up its industry.
Guaranty agencies faced the same problem prior to the 1986 Amendments in
undertaking Limitation, Suspension, and Termination proceedings against an
institution. The institution would simply seek another guarantor and continue
to "rip off" its students. This Subcommittec was instrumental in closing that
loophole in the 1986 Amendments, and I would recommend that it look favorably
on & similar provision with relation to accreditation.

I am sure that you and your staffs have heard schools' complaints that the
data on cohort default rates distributed by the Secretary at his press
conference are inaccurate. In some measure, the schools are correct. The data
for the 1986 Cohort Default Rate were taken from tapes submitted by guaranty
agencies to the Department of Education reflecting their guaranty activity for
the fiscal year. Yet, at the time thes. uair were collected, participation in
the Tape Dump was totally voluntary with guarantors and many of the information
fields were optional, depending on the guarantor’* computer system. Since in

the development of the Tape Dump it had never been contemplaied that the
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information would be used to develop a cohort default rate, one of the optional
fields in the format was the critical field of “"Student Status” Entire
States, such as Rhode Island, did not fill out this field. Therefore, when the
Department decided to develop data by schooi based on the date borrowers
entered repayment, those States® data could not be incorporated in the totals.

NCHELP, in cooperation with the Department, revised the data-collection
instrument and made participation mandatory. "Date borrower entered repayment”
became & mandatory data element in 1989, and agencies were required to provide
this information on all their borrowers for the first time.

The Council is working closely with the Department to make certain that the
current tapes submitted by guaranty agencies, reflecting FY 1988 activity, are
accurate and complet:. We are confident that, working together, we can provide
the data necessary for the implementation of the regulations' delayed
certification requirements on October 1, 1989,

However, I must note that, with all the inherent flews in the existing
data, it cannot be totaily off the mark. A school showing s 50, 60, or 70
percent default rate under the Secretary's data cannot expect to find that
technical corrections and updated information will traasform it into & 10

percent defauit school. Reducing defaults takes hard work, as guaraniy

agencies have found. The Departments! regulations merely ast: schools to share
in the overali effort already required of guarantors and lenders.

The very existence of a "cohort defsult rate" is confusing to many schools
and to the general public, since this concept did mot exist prior to Secretary
Bennett's announcement of his proposed initiative in 1987. While the cohort
rate i3 useful for the purposes ‘of the Initiative, since it is thbc most
sensitive to activities undertakcn by schools to reduce defaults, it should not

become the only measurg used to describe the Stafford Loan default situation.
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1 would urge the Subcommiitee to legislate several definitions, each useful
for a specific purpose, and to require the Department of Education to calculate
and to publicize each one, along with appropriste explanations. For comprehen-
sive programmatic purposes, we need ail of the following:

Annual default rate, both sross and net
Cumulative default rate, both gross and net
Cohort default rate

*Trigger" default rate.

Traditionally, annual and cumulative default rates have been used to
measure default rates in the Stafford Loan Program. However, all too often the
Administration has publicized only the gross rate, or rate reflecting the total
amount claimed by guaranty agencies. The pet rate, reflecting the dollars
collected by guaranty agencies and defaulters returned to repayment status, is
too often downplayed or ignored.

Similarly, the agency “trigger" rate, that statutory calculation wbhich
determines the level of an agency's reinsurance, should be publicized along
with the cohort rate, since it reflects an agency's claims experience as a
percentage of its entire repayment portfolio.

There are a8 couple of issues in addition to the Default Initiative that the
Subcommittee may wish to consider at this time, prior to reauthorization:

I Loau (GSL) I t Rate and "WindfaJ" Provisions:
Currently, new borrowers pay 8 percent interes: for the first four years of
their repayment period and 10 percent thereafter. In addition, lenders are
required anaually to calculate whether they received a "windfall” and, if

80, to rebate that amount to the student's account.
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The spiit interest rate and the “windfall" requirement are extremely
burdensome for lenders and, in many cases, threaten to prevent the
administrative consolidation of a student's loans to simplify his repayment
obligaticns. While this may be an issue best left for reauthorization, if it
is budgetarily possible to repesl the stepped interest rate and “windfall®
provisions at this time, I believe that suck action by the Subcommittee would
be in the program's best interests. As the press has reported, leuders are
curtailing their participation in the loan program, or are dropping out
altogether. Return to & fiat rate Stafford Siudent Loan would be a strong
signal to the lending commuaity that the Congress is sympathetic to their costs
and concerus about continuing to lend to students.

Mismatch ¢ PLUS/SLS B I R { Lender Special
Allowance: In Fiscal Year 1990, for the first time, Treasury bill rates are
high enough that the annual borrower interest rate will be capped at 12
percent. However, under current law, lenders are unable to project their yield
on PLUS/SLS loans, since their Special Allowance payments will be tied to thc
average cost of 9i-day T-bills for each quarter, rather than to the 52-week
T-bill on which the borrower’s interest rate is calculated. If  the
Subcommittee decides to move legislation afiecting the Stafford Loan Program,
it may wish to deal with this anomaly at that time.

Lender of Last Resort: Much publicity has also been generated about lender
decisions to limit or discontinuc lending to students attending high default
schools or, in some cases, attending any proprietary institution. While NCHELP
propoted the Lender of Last Resort language contained in the Stafford Loan

Program, which would make the guaranty agency a State's lender of last resort,
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it was anticipated at the time that any loan-availability problems would be
geographic in nature, afiecting all or part of a State, as had been the
historical pattern.

Today, however, although we have no evidence that any student is unable to
obtain loan capital, there is great concern in the proprietary community that a
problem may emerge later this year. The Council would be happy to meet with
the Subcommixtee and its staff to develop workable alternatives to assure that
the lending responsibility remains with the lending community and that all
eligible borrowers continue to recaive Stafford Student Loans.

Mr. Chairman, the National Council of Higher Education Loan Programs is
generally supportive of the regulstions promulgated by Secretary Cavazos. We
belirve that they have the potential significantly to reduce both loan default
rates and default cost, I am confident that all NCHELP members will work
closely with. the Secretary and his staff to assure that defsults in the
Stafford Loan Prograin are successfully reduced to the minimum level achievable.
In addition, we look forward to receiving the language of the Department's
legislative proposals and to working with the Subcommittee and its staff in
their consideration.

Thank you for inviting me to appear before you today. I would be happy to

answer any questions that you might have,
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Senator PELL. Dr. Burnett.

STATEMENT OF CALVIN W. BURNETT, PRESIDENT, COPPIN STATE
COLLEGE, BALTIMORE, MD, ON BEHALF OF NATIONAL ASSO-
CIATION FOR EQUAL OPPORTUNITY IN HIGHER EDUCATION

Dr. BurnerT. Good afternoon. Thank you, Mr. Chairman, and
members of the committee.

I am Calvin Burnett, president of Cop¥in State College in Balti-
more, MD, and a member of the board of directors of the National
Association for Equal Opportunity in Higher Education, which has
just celebrated its 20th anniversary as a voluntary independent as-
sociation of 117 Historically and Predominantly Black Colleges and
Universities.

Mr. Chairman, I would apologize if some of my remarks, which
will be brief, will be in vague and uncertain outline. Based upon
:il;en Secretary’s presentation, I had to ‘evise some of my revised tes-

ony.

I would like to address three topics that are most important to
the NAFEO institutions end to the Nation. First, the President’s
rroposal for endowment challenge grants to Historically Black Col-
ege: and Universities; second, the student loan default reduction
initiatives, and third, the participation of Black colleges and uni-
versities in TRID programs.

First, in terms of the 117 NAFEO institutions located in 24
States and the District of Columbia as well as the Virgin Islands.
These institutions enroll about 285,000 students and graduate
about 30,000 students annually, approximately one-third of all
B.lacéklsdwho graduate with undergraduate, graduate, and profes-
sion .

Since 1966, these institutions have awarded approximately half a
million degrees. The majority of these students are from families
that are at or below the poverty line, and a higher education would
not be ible without the Federal stndent aid.

And here I must say to you how much we appreciate our efforts
over the years in making sure that studeni; have equal access
through student financial aid, sir.

And I would say to Senator Pe.ul Simon that we of the Historical-
ly Black Collegfs and Universities owe you a debt of gratitude we
will never be able to pay. We appreciate that, sir.

The statistics that I have cited can be judged against the 8,000
majority institutions in this country that graduate the other 70
percent of minority siudents. So that we are talking about 8 per-
cent of the institutions in higher education that graduates 80 per-
cent of the minority students, which is a very important point in
terms of lefslation and the implementation of regulations as they
et egardiag the endowment chall ts, the Black col

» e endowment challenge grants, the Black col-
lege community applauds both the President’%r pro to add $60
million over four years to Title III, Part C of the Higher Education
Act, and Chairman Pell’s cosponsorship of this legislation. These
efforts, equally as important to the Historically Black Institutions,
recognize the historical role of HBCU’s as providers of ecﬂxal oppor-
tunity and quality education for Black Americans and the need to
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ass‘;xrﬁ their future in fulfilling the Federal mission of equal access
and choice.

Here 1 might add there are not incompatible dimensions existing
between quality and excellence and access. It is in balancing those
needs for our great Nation that we recognize that quality and ex-
cellence in programs are very much needed and are constantly
striving to achieve that goal.

Regarding the student loan default reduction initiatives, the Sec-
retary eased our minds considerably in some of his presentation.
The sensitivity and reasonableness with which he is approaching
this is a considerable improvement over the regulations that they
had been initially projecting.

However, there are s.ill some areas we would like to offer for
your consideration that possibly could be revised. One, the default
thresholds. We remain concerned that default threshold or default
rates are not in themselves related to the effectiveness or the effi-
ciency of the management of that program. And it is often reflect-
ed in that way. The money in default versus people in default. And
in many instances, these are not related.

And I have to finish up here.

The final thing has to do with the participation of Historically
Black Colleges and Universities in TRIO programs. That is a great
program. We hope that it is continued to be funded as it is. And it
solves some of the problems involving graduation, retention, and
these other problems that we are concerned with.

Thank you very much, sir, for this opportunity to make this pres-
entation.

[The prepared statement of Dr. Burnett follows:]
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BT ST ouamLr or
N HIGHER EDUCATION

Good Morning. I am Dr. Calvin N. Burnett, Prasident of Coppin
Statv College in Jaltimore, Maryland, and member of the Board of
Dirsctors coZ the National Association for Zqual Opportunity in
Highsr EPducation (NAFEO) which has just celebrated ite 20th
enniversary as the voluntary independent aesociation of 117
hiatorically and predominantly plack collegee and univereities.

Mr. Chairman and members of the Bubcommittee, I am very
delighted to testify on hehalf of NAFEO and the institutione it
represents. I would like to address thres topice that are most
important to NAPEZO institutions and to the Nation:

(1) The President‘'s Proposal for Endowment Challenge Grants for

Hietorically Black Collegee and Univsrsities {HBCUs) ;

(2) The student Loan Default Reduction Initiatives; and
(3) The Partioipation of Black Collegee and Univereitiee in TRIO

Progranms.

Before I address these topice, I would like to make & few
comnente about NAFEO institutione, in general, and coppin State
Collsge, in particular. The 117 NAFEO institutions, located in 24
statss, the Dietriot of Coluxbia, and the Virgin Ielande, enroll
alwost 285,000 etudents and graduate 30,000 etudents ennually, or
approximately one-third of all Blacke who graduate with under-
graduate, graduate, and profeseional degress. S§ince 1966, these
institutions have awarded approximately half a million degrses.
The majority of theze students are from familise that ere at or
below the poverty line, and a higher education would not be
poesible without Pederal etudent eid.
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Historically, these institutions heve been the @reetest

producers of Bleck military offiocers, business executives, elected
officiels, Federel judges, end physioiens. PFounded to serve those
vwho had been saverely orippled by slevery ana poverty, historicelly
Bleck colleges end universities (HBCUs) heve continued through the
years to eleveta disedvanteged youth to productive end creetive
leadership. Their greduation rates, in partiouler, are unriveled
end ettest their continued viebility end importence es netionel
resources. Although Bleck student enrollment hes declined nation-
ally, Black collsges and universitiee sre experiencing en inoresse
in Black wale end femele enrollment.

Founded in 1900, Coppin Stete College, where I hev : served as
President since 1970, is e model urban inetitution within the
Maryland Educational System end servee the Baltimore erea pri-

marily. In addition to its treditionel liberel erts progranm,

Coppin, in cooperetion with the University of Marylend, offers dual
degree programs in engireering, dentistry, pharmacy, end e
certitication progrem in sooiel work. Several masters prograes sre
offered, inoluding oriminel justioce end rehabilitetion counseling.
In its role es the educationel source for the Baltimore community,
Coppin offers twelve diffcrent outreech progrems to verious
segnents of the populetion. Our Fell 1988 enrollment wes 2240, and
epproxinately 85% were on Federel student eid.

As I proceed, I will provide some edditionel ocomments about
the impact of the topics I will eddreee on Coppin State Collegs.
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(1)
fhe Preaident's Propoeil for Endowmest Challeage @raats
for Nietorically plack Collegee and Univereitiee (8.36¢8,
the Bducational Excellence Act of 1989)

The Blaok ocllege community applaude both the President'e
proposal to edd $60 million over four yeare to Title III, Part C
of the Higher Bducation Act for EIndowment Challenge Grante for
HBCUs and Chairman Pell'e co-eponsorehip of thie proposal intro-
duced by Senator Kaseebaum, These efforta recognize the hietoric
role of HBCUe as the providere of agual opportunities and a quality
education for Black Americane and the need to eneure their future
in fulfilling the Pederal mieeion of equel acoceee and choice.

The level of endowsante at Bleok colleges and univereitiea ie
diezally lower than at their white counterparte. In 1987, the
total endowmente at our 42 private Blaok colleges, whioh are also
mexbere of the United Negru College Fund (UNCF), was $295 million
with an average endowment of $7 million., Thie levasl repreaenta
about an 11% increaee over the previoues year.

On the other hand, the National Rducation Aeeocciation (NEA)
xeported that andowments showed a 13,18 incrasee nationally in 1987
vhich wae about half the rate of the previoue year. Based on a
sanple of 50 endowments, decline wae attributed to the Octobar 19,
1987, atock market oresh. The NRA 1listing of the 120 largest
endowmente in 1987 ehowed a high of $4.0 2illion and a low of $66.8
million. oOne Black college wae ranked in the top 120, and it
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renked 109th. The institution which rankel 32rd had an endowment
of $290 million which exceeded tha total endowmente for 42 of our
tour year private Blsck institutions. At these 42 inet utiones,
the averegs endowment psr PTE (full-time equivalent) studant wae
$6,710. Ths netionsl average endowment for sll privste institu-
tions per FTE student wes $18,102, almost three times the average
at 42 Black privete institutions.

The endowment picture st public Black colleges is even more
dietreeeing. In 1985, the total endowmunt for 23 of our four year
public Black colleges wae $20.7 million. Rerely has an endowment
excesded $3 million, and the majority are well below s aillion
dollera. TFor axample, tis endowment st Coppin Stete College ie
$900,000 in contrsst to the endowmente of $8 million st Baltimoras
City Collegs end over a helf billion dollsrs at Johns Hopkins
Univereity.

The iower endowmente at Biack colleges ani. universities
raflect not only the . ot thet fund raising cspabilitiee are
limited, but aleo ths fact that theee institutione do not havs an
abundance of wsalthy slumni on which they can depend. In sddition,
ths linited overall finances of these institutione require that the
majority of their rssources ba used for progrsm snd facility
opsrations. Oftentimes, whsre possibls, endowment earninge muet
be ussd to opsrate rathsr then to reinvest.

‘the tact that the majority of our recent elumni graduate with
high student loens, have heavy family reeponeibilities, and sre

exployad at a lower .evel then whites, according to ths Csnsus
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Bureau, exacerbatee the problem of low alumni eupport. ConseQuent~
ly, Bany yeare may tranepire after graduation before our alumni
are in a rinancial poeition to make eubetantial contributione to
our inetitutions.

When the Endowment Proyvem wae authorized under Title III in
1983, thers vas a set-aeide provieion that reeulted in the awvarding
of approximately 65 small grants (i.e., lees than $500,000) to
Black collegee batveen 1984 and 1986. The sst-aside provieion vas
not retained in the 1986 amendments which oontributed, in part, to
the decline in Black college participation. 1In 1987, only 3 grante
vent to Black collegee out of 3§ awarded, and in 1988, only &
grante went to Blaok colleges out uf 24 avarde.

Mr. Chairman, if the propossd $60 million over 4 yeare could
be awvarded to HBCUe, the highest levele of leadership would send
a4 measege to the Nation that these inetitutione are truly appreci-
ated ae national reecurces, and they muet be preserved and asesieted
in their pureuit of excellence by both the public and privete
es3tore. The fact that the $130,000 endowment grant received by
Coppin state College in 1985 generated an additional $300,000
etteeste the multiplier effect of thees Challsige Grante.

Although the Cosby donation of $20 million to Spelman College
may not be frequently matched, this deacnaetration of Pederal com-
nitaent would provide a good etimulue for private ssctor philanthr-
opy. Moreovar, the Federal Government, eerving ae a catalyet for
generating private esctor endowsent support to ineure the future

of Bleck colleges and univereities, would be reeponsive to the
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legacy of the late Dr. Fred Fatterson, formsr Preeident of Tuskeges
Univereity, founder of UNCP, and champion of the Endowment
Challenge Grant Program. We concur that "thie proposal ie the
right proposal at the right time."

The 100th Congrese acknowledged the lagal claim of HBCUs to
& program of institutional assietance to remedy paet dieoriminatory
aotione by authorizing the Blaok College Aot (Strengthening HBCUs
Program, Titls III, B3) under the Higher Bducation Act Amendments
of 1986. This program providee aseietance to HBCUs to improvs
their programs, faculty, management, and phyeical plant. Other
institutione which *srve large numbers of low-incoms and minority
etudente receive eimilar eupport under the Strenjthening Developing
Inetitutione Program (Title III, Part A).

As you know, inetitutione eligible for eupport under Title

III A and B are eligible for Endowment Challenge Grants under Title
III ¢. Although theee programs have not been fully funded at the
authorized level eince the 1986 reauthorization, there have besen
annual increases in the appropriatione. We feel that thie in
evidence that the Congress balievee that etrengthening these
instatutions will etrengthen our educational eyetem and enhance our
goals of accese and equity. As ve pursue greater endowment
assietance for HBCUs, we hope that tlie Congrees will suetain and
increase its efforte to etrengthen the programs and faoilities of
HBCUe and other institutione serving large numbere of minority and
disadvantaged etudente.

Q
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After three yesrs of experience in the Strengthening HBCU
Program, the precidents of HFCUs heve sgreed thst some adjuetments
should bs msde in the sllocetion procees. 8ince the endowment
proposal would require s chenge in the Title III statute, we hope
that, es 8.695 progresses, you would be willing to make e few
techniosl corrections in Part B, as well ee Part C, thet would
result in e more equitable dio.tribution of ewsrde for the under-
graduate end greduste jinstitutions. At s leter date, we will
confer with committee stsff on thie issue and on eny efforte that
ve can undertake to make the endowmsnt propossl e reality. 1In
addition, we want to work with staff in determining the
modifications necessary to eneure thst the etsrt-up dete of the
legielstion is oompstibls with the suthorization detes end other
epscifioations in the existing statute that might be effected.

(2)
The Student Loah Defeult Reduotion Initietives

lLet me rastete the fact that we feel that the President's
endowment proposal is sincere and well oonceived, and we Zully
eupport it end commend your lesdership, Chsirman Pell, on the
Educational Excellence Act. However, thess efforte are in great
contrast to ths movement to make institutione shoulder the re-
eponsibility for student loan defeult reduction. We ere elermed
at the potential dastruction to NAFEG institutions that could

result from eome ©f the recent default reduction initiatives: The
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impsot of the default reduction initiatives on NAFEO institutions
tends to clsoud the noble efforts of the President and the sponsors
ot 8.568.,

Bafore diotailing some of our specific oconcerns about the
Dapartment's default initiatives, we want to again raise soxe
policy issues that may be ovaerlooked in our guest to catch program
abusers, curtail budgset drains, and improve program management, -
Pirat, we nead to .e-svaluate vhy our rederal policies permit us
to force low-income high risk students into borrowing large sums
of money as a pre-rejuisite to equal opportunity or choice. We
must realize in the face of vary convincing data that our egqual
opportunity agenda must be multi-faceted to include the higher
funding of grant programs and programs like TRIO that help students
with academic and financial deficits graduate and find jobs that
enable them to repay. Secondly, we nead tu reconsidsr any approach
to default remedies that could cripple Black colleges and univer-
sities--the higher education sector that has been and continues to
be the most effsctive in providing a quality education for larga
numbsrs of Black Americans. We need to stop looking at and
treating these institutions, which paved the road to equal oppor-
tunity, the same vay as ve do institutions which have no similar
track record or mission.

Based on the default data issued with the Department's
initiatives, the following impaot can ba seen:

1, 94 institutions ars included in the 1986 COHORT DEFAULT RATE
data, and ths average default rate is 35.78%.

2. 22,063 porrovers sntered rapayment.
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3. 5 institutions are above 6§08 end would bscome eubject to LSiT
in the first year.

4, 335 inetitutions .ce betwean vt and wcald bs required to
reduce their cates by 5% per .. ur bs subjact to LS&T.

5. 63 ins*itutions are above 30% and would ba required to: (1)
dels, loan certificstion and diebursement for first-time
be'.rowars and (2) use pro-rata tuition refund policy up to the
v.ad-point of the prosiran/semeater.

6 83 institutions are above 20% and would be required to provide
antrance counseling to first-time borrowers.

7. 74 ara above 25% and would be affected by the Senate paesed
default reduction bill, 8,368,

8. All of the five Maryland institutions are above 308, and one
is above 60%; therafore, all of them would be hit by the
sevarest requirements,

9, Only one of the saven South Carolina institutions is below
208, and six are above 40%.

10, Ou: three Ohio institutions ara abova 308, and one is above
508,

11. Our one Illinois institution is over 308%.

12, Two of our six inatitutions in Missisaippi are at 40%, 3 ere
below 30%, and one is below 208,

We are continuing to assess the impact of the initiatives and
are not, at this point, attespting to detail any of the administra-
tive and financial problexs that we might axparience in complying
with stiffer due diligence reguirements. We apprsciate all of
Secretary cavazos' efforte in listening to the concerns of the
education community end in trying to develop initiativas that are
eenaitivae. The following oight issuetr are among our broader
concerns ebout the Department's initiatives:

1. Default Thresholds - Institutional default rates should not

be used, because inatitutions do not make or collect the
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loana. Furthermore, it ia premature to use theae rates to
deternine manctiona without evidence that the inatitution'a
practicea and policiea are directly related to ths cauae of
the default problen. If inatitutiona are going to draatically
reduce default ratea, they wvill be compelled to asek authority
to make loan deciaiona which might ultimately cauae thez to
deny admiasaion to the studanta that they were established to
asrve--a fear that makes institutional lending unattractive
to Black collegea.

M.y in Default vs, pacple in Default - If one ©f the goala
iz to reduce the dollara in default, default aanctiona (e.g.,
§.568) ahould alac be aimed at inatitutiona with high dollara
in default. Many :iratituticna with high default ratee have
a relativaly low number of atudenta and dollara in default.
Even vhen their default rate ia reduced, the amount of dollare
returned will not be very aignificant. The asaunption is
faulty that low default inatitutiona are not abueive and high
default inatitutions are. Studenta ahould be protected
vherever they are. If remedies are appropriate, they should
help -tut:lontl everywhere,

Iaulty Datg - The Department of Bducation haa admitted that
the data used to determine defaults in 1587 were faulty and
the present data are also faulty. This aituation ahould be
oleared up kafore any of the default initiativea are put in
pPlace. The data pioblem ie more direotly raslated to ths
accuracy of the data than the method of calculation, although
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aozme adminiatratora feel that the COHORT RATE exaggeratea the
default rate.

Bad Publigity - Advertiaing default ratea and genctiona will
hurt the Black college image and inhibit our recruitrent and
retention efforta. The atudenta are the defaultera--not the
inatitutions--unleaa program reviewa demonatrate that bad
management praoticea are the cauae of the defaults. The fact
that default ratea are widely published for inatitutiona and
not for lendera Or guarantee agenciea raakea the inatitutions
the culprita, even though ®any institutiona are improperly
charged.

yngcrupulous Practices - If inatitutiona or groupa of
inatitutiona have failed to inform atudents that they are
receiving loans or have in any way abuaed atudenta, these
institutiona ahould be the tergeta of aanctiona veraua thoae
which are aerving large numbera of low-income, firat genera-
tion college atudents who ahould be getting granta inatead of
loans. Inatitutiona which ".ave an excellent record of snroll-
ing and graduating high riak studenta should not be grouped
with inatitutiuvna that do not have e aimilar record and/or
atudent hody, simply bscauae they have aimilar default ratea.
Pro-rata Tuition Refund - Refund of the GSL up to the mid-
point of the sameater will place a heavy burden on inatitu-
tiona with limited reacurcea. MNany Black collegea and uni-
veraitiea do not have the inatitutionel reacurcea to cover

theae ahort-falla, even with oreative budgeting. Thia
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. eanction ehould only ba put in place when e prograz review
deternines thet tha inetitutionel refund polioy ie ineppro-
priete. Proposed legielation thet would expend thie polioy
to ell etudent aid progrems would be extremely demaging.

Existing tuition refund policee heve been deeigned to tit
institutionel manegement and plenning procedures.

7. Dalaved Disbursement for First-Time Borrowvers - Generally,
etudente going to Bleok colleges end univereitiee, especlelly
thcee off-oampue, do not heve the extre resourcee to covar
perecnal and/or school expenese thet might be required during
the 30-45 deys deley. The inetituticne would eleo experience
sericue ceeh flow probleme during thie interim, beceuss the
!irqt-tino borrowers, wmostly freeshmen, ueke “p the lergest
grcup of borrowern end require the greateet emcunt of costly
inetitutionel servioee. .

8, Adpinistrative Cost Allovance - If inetitutions ere expeoted
to take on s greeter role in the ecollecticne procese, develop
exhauetive defeult management Plens, end oover loseee from en
extended tuition refund policy end deleyed diebursement, an
edrinietretive ocet ellovenoce ehould be provided, Such en -
ellowsnce would reduce the likelihood of tuition increeees
that may be neceesery to cover theue edded expenses. It would
be eppropriete to provide en edministrative coet ellowence for
inetitutione to cover many of the seme expeneses thet are

covered for lendere end guerantse sgenciee.
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Tha Senate Bill. E.568, would also Present some difficulties
for NAFEO inetitutione. Given the 25% threshold, 74 of our
institutione would be reguired to davelop default mansgement plane,
if the presant cohort rates are used. Particularly troublesone is
the fact that thers ie no reprieve. If default management plans
do not result in eignificantly lower default ratee in three Years,
the default management plan may be extended and the eocio-economic
status of the etudents may be taken into coneideration.

We are troubled by the facts: (1) that thers is no oppor-
tunity to determine the influence of the student population on the
default rate until after initial default management plans are
inaffective and (2) that ths guarentes agencies who make loan
decieions ars the monitors. Thare dose not aesam to be a real
recognition in the varioue de‘. .t reduction propoesls that many
of the default probleme are attributable to the nature of the high
riek population served. Unlees we devota resourcee to deternining
the underlying causes of default, we will continue to offer
solutions for probleme--other than loet revenue--that we do not
underatand and to l.spoese requirements on institutions that may do
little to remady defaulte.

In no way do tha Black college adminietrators want to
exonerate themselves from helping to solve ths dafault problexms.
Rathar, we would like to offer our expsrtises in analyzing the
problams and arriving at solutlone that would not impede our
prograse and abilities to earve the population which we have earved

greater than any other collegiate sector. Bafore the Department's
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regulatione go into effect and further legielative proposale are
advanced, wve feel that & task foroe of Black college preeidente
ehould be convensd to advise the Department and the Congrees on our
epecial circumstances and to fully evaluate the impact of theee
actione. Thie recommendation wae previously made in reepones to
the propossd regulations along with many of the foregoing commente.
At any rate, we are presently trying to ascertain the full range
o.t soncerne ©f our memberehip regarding the Departwent'e initi-
ativee @0 that we vwill be prepared to adviee as regueeted.

The Participation of Black Colleges and
Univereitiee in Trieo ¥rograms

UnQueetionab..y, NAFRO ie very proud of the involvement of
Black collegee and univereitiee in the eix TRIO programs and ie
eupportive of efforte to increass their appropriations and the
nunbere eerved. Trio programs are great eucCeee etoriee that
heighten the Nation'e eQual opportunity image. The National Trio
Day, celebrated acrose the Nation, ie e beacon of light for thoee
that would dare to dream and gives recognition to those who have
overcoms the vestigee of poverty and taken lsadership in their
profeseione and communitiee. The critical importance of TRIO
programs and need fcr expansion are aleo sesan in the foracast of
Hoxkforce 2000 which clearly indicatee that the productivity of

Q
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thia nation ia inextricably linked to the educational attainment
of the diaadvantaged populations aerved by TRIO.

Seventy three NAFEO institutiona hoat TRIO programs, and they
received $19.8 million in funda in PY g8 which funded 140 projecta
and aerved 35,600 atudenta. This participation represents about
108 of the tota) TRIO appropriation.

TWo reaesarch at'diea corroborate the fact that TRIO programa
are extremely effective in achieving the national goala of
improving accesa to ocollege for diaadvantaged atudenta and
incresaing graduation ratea from college for thia population. A
Reasarch Triangle Inatitute atudy (1979) of Upwvard Bound revealed
that program graduatea are four times aa likely to graduate from
College as airilar atudents who did not have benefit of aimilar
programa. A atudy by the Syatems Development Corporation (1581)
of Student Support servicea found that college freshmen aerved by
TRIO programa who received aupplemental couneeling, tutoring, and
instructional aervices were twice aa likely to complate their
freshman year aa similar studenta who did not receive thes
asrvicea.

Although there are no recent atudiea, we are convinced that
theas differencea atill exiet. W& have been informed that the
Department of Education ia planning to undertake a ascond set of
atudisa of TRIO programa next year. The Departasent ia alao in the
proceaa of extending Talent Search aervicea to junior high achool
atudenta to encourage them to complete high school and continue

their education at the poatsecondary level. As the hoat of a
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" Talent Search Program, Coppin is particulerly exoited about this
expansion end the needed help for the Baltimors area.

We commend these efforts especielly in 1ight of the evidence
that young Black males, in particuler, lose their commitment to the
achooling process et e very young ege. This attrition cen be seen
in the fact thet Bleok males currently represent 13% of our 18«24
ysar old sale populetion kut only 4% of male bacocaleureste degree
recipients. If ve ere to revarase this trand, eurly intervention
is necessary to encourege their academic persistence end to
oonvince them thet education is en evenue to upwerd aobility. This
challenge must bs undertaken by ell peraons end institutions which
have en interest in the quelity of 1ife in our communities.

TRIO programs play en importent role in student lcan defeult
reduotion. They have e proven traok record in increesing retention
and graduation: thus, they serve to enhance the ettrectiveness of
an institution to high risk students who require speocial tutoring
and counseling. S8ince there is e 1link batween dropouts end
defaults, institutions which can be helped through TRIO prograns
to improve their graduation rates of high risk students will be the
most productive in reduoing defeults. Surely, we would be better
advised to reduce defeults by providing the support services
necessary to h'olp the high risk student graduate and echieve the
earniny power to repay loans rether than to restrict their choice

of compatible institutions because of default retes caused by
former students.

Than: you for the opportunity to present thase views.

.
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Senator PzLL. Thank you very much, Dr. Burnett. I shall forgo
any questions because of the time constraints.

nator Cochran.

Senatur CocHRAN. Thank you very much, Mr. Chairman.

Let me just say that President Bush came to Alcorn State Uni-
versi? in my State of Mississippi to deliver the commencement
3):0(: this year. And it was a great occasion for reasons.

e was that it gave me an opportunity to mention the TRIO pro-
gram, while helicoptering into that campus on that occasion. I
talked with the officials at Alcorn, includ&g Dr. Walter Washing-
ton. He was here at the White House for a meeting when many of
these proposals were developed, with discussions and involvement
of many of our administrators from Historically Black Colleges and
Universities. So I am glad to see that is a part of this package. And
the $60 million is a very important addition to the authority that
we would have.

I notice too, and this may not have been mentioned before, that
there is the assumption that these are funds that will be matched
by fund-raising activities of those colleges and universities. And I
don’t think that has been publicized much. But it is part of the
deal that the colleges and universities will also have a responsibil-
}:ﬂ to reach out for other sources to make these funds more help-

I just thought that ouﬁht to be mentioned too. I know you know
that, but a lot of others don’t. They just think that this is a special
deal for those colleges and universities, But there is reciprocity re-
quired, and that is something that, I think, is an extra ension.
Dr. BurneTT. The last time around, Senator Cochran, we see
150,000 of the endowment and we were able to get another
300,000 based upon the $150,000. So the leverage is tremendous.
Senator CocHRAN. It really is, and I think that is an important

asa:t of that Earogram

. One thing that you mentioned, I think, does deserve the atten-
tion of this committee eepeciall!y, and that is the threshold and how
you measure that in terms of numbers of people or total dollar
amount. That does need the attention of the committee, and I
think we should pay close attention to your suggestion in that
area, and I am anxious to look more at the specifics that you sug-
gest on that point.

Dr. Flippin, welcome to Washington. It's good to have a Missis-
sippian on this panel, and we are proud of you angd the fact that

ou are heading up the National Council of }Kﬁr Education Loan

amas. I think you are reflecting a great of credit on our

State and being a great help to us as we understand the practical

beeaspecta meee default regulations and the legislation that has
n pro .

One t you mentioned was that we should maybe legislate
some definitions about default rates, gross and net, and some
others. There were abmt four specific definitions that you suggest-
ed that we include in the bill in terms of what they mean and what
we mean when we talk about them.

I hope you will submit to us for the record your recommenda-
tions as to what that language ought to be. I tﬁmk’ that could be
very helpful to our committee. .

231
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Ms. Clement mentioned guaranty agency solvency as a potential
problem because there are no guidelines in place or Jrocedures as
to how you would deal with insolvency.

What is your reaction to her suggestion, and is there an proce-
dure that you would recommend to respond to that concern

Dr. FuirpiN, Senator, in Mississippi, a lot of times we have the
distinction of being last in a lot of things. That was almost true
with the guaranty agency. However, we were the next-to-the-last
agency to go on line in 1982, Tl:ere are some positives about that
because there were certainly some mistakes that we didn’t have to
make that some of the others were making.

But it takes a period of time to establish the solvency of a guar-
anty agency. A great deal of help is afforded initially by Federal
advances that are placed on account with an agency to build its re-
serve fund, to increase the confidence of the lending communities,
especially the lenders in the State to participate.

e last couple of years, as a matter of fact, the agency in Missis-
sitppi has recently been demanded to turn back some three-quarters
of a million dollars of these advances, based on a formula from
Management and Budget or GAO or somewhere. And once we get
below a certain level, we will have difficulty. Our status at thi
particular point is okay, but not tremendously solid.

I think Ms. Clement’s concern that she raised is a valid concern
and I think that it is something that certainly needs to be looked
at.

Senator CoCHRAN. I noticed one thing in my notes, which is that
the Mississippi student loan program had a default rate of only
4.97 percent during fiscal year 1988. It sounds to me like you're
doing something right in connection with that, although there were
me specific institutions where the rate was much higher than

Dr. FuppIN. Well, here again, Senator, in the definition of de-
fault rates, the “trigger” default rate is something that needs to be
defined so that the default in Mississippi is defined the same as the
default rate in other States. )

We have never exceeded a 5 percent default rate in Mississippi
since we started the program there. Based on the economy there,
based on a number of other things, we are proud of that record.

But we need a definition so that we cau consistently define par-
ticular terms, and I think that would be helpful to you and the
committee as well in looking at that consistency.

Senator CocHRAN. M. irman, I have just two other quick
questions.

I was going to ask Mr. Johnson if his schools would be adversely
affected if we adopted the suggestion made by Mr, Irwin that only
high achool graduates or those holding GED certificate or the like
be eligible for Federal financial assistance from the Stafford Loan

 Mr. JonsoN. Senator, I can only answer that based on my indi-
vidual school. Des Moines, Iowa, is in the heart of Iowa's literacy
belt. We have always been in the top three nationwide. I think I
have less than 10 percent ATB students, without checking. But it
is, I am sure, under 10 percent. -
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Senator CocnaraN. I wonder, too, Mr. Irwin, in talking about fill-
ing out the application and requiring someone who fills it out if he
is other than the applicant or the applicant’s parents signing the
application, is this something that we should recluire in the legisla-
tion or could the Department of Education simply administratively
issue this as part of the rulemaking?

Mr. InwiN. Well, I would suspect, Senator, that it could be re-
quired as part of the rulemaking from the Department of Educa-
tion. My only suggestion in putting it into the bill was to give them
that encouragement. I think it’s a very important thing to do. So if
it was in the legislation, it certainly would make sure that that
subject was nailed down.

nator COCHRAN. Is the purpose of that to help deal with the
question of fraud and abuse or inaccuracies? Do you think people
would pay more attention if they were filling out the application if
they had to sign it? Is that it?

r. IRwiN. There is no question about that. There is a lot of—I
have been on the circuit for 20 geara—thern is a bit of hucksterism
out there right now on that subject. There are a lot of people that
are going to parents and saying, well, we’ll show you how to hide
all your assets and we’ll show you how to do this so you can get
Federal funds.

I don’t think that’s right. I don’t think that’s the purpose of the
regram. I think it’s a circumstance that if they to si%n those
orms and they had to say, no, this is my form, this is how it's

filled out, we'd do away with that kind of potential abuse and the
growth of that abuse too. So I am very much in favor of it.

Thank you, Senator.

Senator CocHRAN. Thank you, Mr. Chairman.

Senator PeLL. Thank you very much.

Senator Simon.

Senator SiMoN. Yes, just a couple of quick questions.

Dr. Flippin, fyou mentioned that the banks don't like the 8 per-
cent rate for four years and then the increase up to 10 percent.
That is, frankly, done to try to encourage people to ;iay off the
m I don't see why that should be any great problem to the

Dr. FuirPIN. Well, I think it’s administratively a problem, Sena-
tor. And the other thing is that, I think that it’s a problem with
gment as theti:r rlam back ht::d forth. Thrieg ﬁ: dence a(ifn 1;1;:

community, ink, in this program now is ;
fad.in% We have had a large number olt.‘og;nks, two large banks in
New York, that don’t lend to proprietary students or have pro
not to lend to the proprietary sector any longer.

One of the major important things for the banks, at least in my
State, which are the ones that we deal with, is to stabilize the pro-
gram just for a couple of years and leave it alone 8o they can set
their computer systems, make their system work, get the delivery
of the loans to the students.

I would think that it's probably more administratively than any-
thing else.

Senator Simon. OK.

This is not a question, just a comment. Mr. Irwin, in your testi-
mony you fay, “I have not met a college graduate who, while con-
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cerned about their debt burden, does not appreciate the tremen-
dous value of the loans that they have received.”

I agree with that. At the same time, I have to say I run into
young people, ran into a couple just a few weeks ago in Illinois,
only one of them owes on a loan but they were paying $711 a
month for a little better than five years, they’re postponing having
a fumily, t_poet:pomng having a home. The shift that we have made
to loans from gaants, I think, is causing problems in our society,
and I think we have to recognize that.

Finally, and I direct this particularly to Dr. Burnett and Mr.
Johnson, but any of you, I have this concern with the whole loan
default problem. It is that not that some figures get distorted, but
if you're serving a group that is in an impoverished area, inevita-
bly you are going to have a higher default rate, and it may ve
well be that the money that we invest for a trade school or a tradi-
tionally Black college where there is a 80 percent default rate may
be much beiter money invested than we invest at Harvard where
they're %oing to get to school anyway.

ow, I am not picking on Harvard, but mmreﬂections by any of
the witnesses on this whol. question would be helpful. It seems to
me that part of how we weigh this problem is whom we serve.

Dr. BurnerT. That's the fundamental problem. If we're talking
about high-risk students and talking about loans to sustain them,
that is an enormous problem. We thought a few years ago that we
weren't getting very far with anyone, tr{mg to exp. that to
them, and so that we don't try to explain that anymore. I think we
touched on it in the testimony, but it is the shift, I mean the over-
all emphasis, the shift from grants to loans is absolutely creating
that problem.

And for us, for the historically and predominantly Black institu-

 tions, we are enormously concerned because it is being interpreted

as mismanagement and inefficiency and ineffectiveness on our
part, and it has begun to touch on our instructional program and
people making judgments about, well, how 7 good is that, because of
the management problems with the loans. That’s the first thing.

The second thing is that I still feel very deefly, and perhaps I
should not speak for NAFEO on this issue, that part of it has
evolved because of some of the banking industry—and I don’t wish
to attack them at all—but they approved loans that we would have
rather not approved, but we hag no choice but to approve them
once they were approved. And that turned out to be a high risk,
and we had to live with it.

Mr. JOHNSON. Senator Simon, let me summarize real ‘suickly the
NATTS position, of which I am sure you are aware. We cater to
about 650,000 students nationwide all the time with our schools, a
very broad spectrum. A lot of poverty, low income.

In my case in Des Moines—and you have been there, sir, many
times—we don’t have the poverty problem per se, but it does me a
lot of good as a director of & school to hand a student a diploma
after nine or ten months of training that I know has been on wel-
fare, I know he has a job starting the next Monday, and we have
he%g him accomplish his goal.

t is what NATTS is all about. Thank you.

ey
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Senator PeLL. Excuse me. Your other great advantage is that you
pay taxes too.

Mr. Jonnson. Right.

Mr. IrwiN. Senator, if I might just comment on that just very
briefly. I think one of the things is how you direct the money to the
impoverished, the really poor people in the country and I think
that you could go into the communities.

For example, in Seattle, WA, we have a registry program which I
am involved in. We have 858 central area students. Now, we tell
them that if they can maintain a 8.0, and we set up a mentor
system for them and we work with their parents, from juniors onto
seniors, maintain that 3.0, we will guarantee that you will go to
college and graduate from college. We will pay for it.

The thing is that if we had that kind of initiative throughout the
country of using some grant funds for the real impoverished
people, I look at the same thing on the Yakima Indian Reservation,
at Heritage College, the tremendous success we have had because
it's a community-based effort. And those are the kinds of things
:?at Congress could be very, very encouraging to local communi-

es.

Not coming and paying for the whole bill, but sharing the part-
nership of educating poor people in the country, I think that that's
the way that maybe this should be approached.

Senator SmvoN. If I may follow, Dr. Burnett, you said banks are
approving loans that the colleges would not approve or the schools
would not approve. I thought you had to approve before a bank
would approve. Am I incorrect? of you?

Dr. FurpiN. I think that it does, but at the same time, if the stu-
dent is eligible for the money, I'm not sure that the financial aid
administrator on his campus could disapprove the loan. And that is
not to throw the blame in on the lender or the guaranty agency,
because if the eligibility is there, unless you’re going to be discrimi-
nating in some way, the loan was pretty much approved.

There are no credit checks or whatover. If there were, it might
eliminate the whole program altogether, to do a credit check on an
18-year-old individual at this kind of level.

So I am not sure that it now can be at the school or at the lend-
ing institution or at the agency if the eligibility is indeed there.

nator SiMON. I thank all of you.

Thank you, Mr. Chairman.

Senator PrLL. Thank you very much.

I thank all of you for being with us, and for being so patient.

Senator Jeffords had asked that his prepared statement be in-
cluded in the record. Without objectivn, it is so ordered.

[The pre statement of Senator Jeffords and additional ma-
terial supplied for the record follows:]
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PREPARED STATEMENT OF SENATOR JEFFORDS

Mr. Chairman: Thank you for calling together this hearing on the administra-
tion’s education proposals. I, too, want to welcome Secretary Cavazos and I look for-
ward to his testimony.

First, let me commend the administration for this proposal which reflects its
strong stance on education. The Educational Excellence Act puts the Federal Gov-
ernment firmly on record as committed to the needs of all students. It further rein-
forces the Hawkins-Stafford goal of providing educational opportunities for under-
served and underpriveledged youngsters.

This bill promotes quality education by rewarding individual teachers for hard
work that often goes unrecognized. Furthermore, the bill grovidel seed money to
those schools most urgently in need of prevention and education programs. I
am particularly glad to note the National Science Scholars to award out-
standing academic achievement in science and mathematics. Clearly, to keep this
country competitive it is imperative that we encouraﬁ our young people to pursue
careers in science and math. This program advancea that priority.

I applaud this prggosal, as well as the default initiative. It is refreshing to note
the priority that this administration has placed on education. I look forward to
working with the Secrotary and the department in the future.
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June 15:'1909

The Honorable . o
Lauro P. Cavazoa ’ s
Sectetary of BRducation

U, 8, Department of Rducation

400 Maryland Avenue 8.¥.
Washington, DC 20202

Dear Hr. Secretaryt

Wa are writing to regiater our very eseriocue concerne
ui:hirc:pcct to1t2: 1-91.ucn§;:1:ndo; eh; utugcnt1o.f|g1t
Initiative Regulationa ae published in the 'E eczal R
of June 3, 1989, and the default gate publia or Eg. écu
Bngland Inatitute of Technology of Warwiok, Rhode Ialand,

By way of intrvocuction, Mew England Institute of
Technology (NRBIT) is a r:ivuto. co-educational, non-profit
technical college o“’fering 14 programa at the asaociate and
baccalaureate lavel, New !nglnnd Tech ie accredited
regionally by the New England Aasociat.on of Schoola and
College, Inc., and nstionally by the Accrediting Commimaion
of the National Asgociation of Trade and Technical Schoole,
and chartered bi the state of Rhode Ialand to offar the
Aeacciate in Science and pachelor of Science Degreas. Naw
England Institute of Technology employa eevacel hundred
gooplc and enrolls about 2,000 atudenta annually. We have

ean serving the Rhode Island and Southeastern
Maseachuaette community eince 1940.

Cver the past aevaral years, WEIT has been actively
invol-red in default asnsgement programs. Among the various
WeAMULAS that we implement are:! 1loan entrance counaelings
loan axit counaeling with graduatee and dropoute;
interceding on behalf of lenderas and servicere with
atudente; and providing ekip tracing aseistance to lendere
and aervicere. We recently obtained the entrance and exit

" videos developed by the Career Training Poundation to

aupplement our exieting default management progeans,
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We have bean working extramely closely with our
pztnctgal guarenty agency, the Rhode Ielend Highaer
Edvcation Aesietance Authority (RIHEAA), to traeck our
default rete, Laat weak w; ware informad by RINEAA that
our net cumulative defeult ;'ate wee 8.08%,

¥We vere tharefore extramealy diemeyed and oconcerned to
learn thet our defeult reta ee Celculeted by the Depertmant
of Tducetion, and publiehed by the 2rovidence Journal
Bulletin, wee 39.7%. UEon inveatigetion, we aubsaguantly
Tearned thet thie dafault rate i beesd on e totel numbaer
of only 73 etudents who ellegedly entered re-peyment status
in FY 1986. with e atudent enrollmant in 1985 - 198¢
nuabezing in the thousands, we would aXpect ten timee ae
aen o;tudento to be antering re-payment etatue in thet tine
per .

Laet Weak, a Dapertmant of Rducetion ufficiel indicated
thet the tape dump eubmitted by RIHEAA to the Depertmant
for FY 1986 did not have sny etudenta in te-paymant
atetus. Agcording to this official, to satimete aur
defeult rete dapertment parsonnel compered etudante in
promiseory or in-achool etetus in the FY 1985 tepe dump,
and if these studenta did not eppser in similer aetetus in
FY 1986, the atudente were preeumed to be in re-payment
status.,

Todoz ve were informed by the Executive Director V14
RIERAA thet RIMEAA ia unable at thie point in time to
Sonetruct the cohort default rate for FY 1986. It ie the
Bxecutive Director'e opinion thet en 8.08% net cumulataive
default rete ehould not tranaslate to a 39.7% cohort dafault
rate.

Obvicusly, something ie fundamentell wrong with the
date end the methodology. We reapectfully requeet that the
Depertmant provide ue the namee of all atudente who entered
Ta-payment etatue in PY 1986, and the nemes of all
defaultere in FY 1986 end PY 1987, the reepectiva anount of
"the default, and eny dollare recovered,

We fully eupport the Departmant'e gond the
Adminietration’s afforte to address the default problem.
Howaver, we are vary enziouely concerned as to the aceuragy
and rellability of the data and the mathodology thet ie
baing used to calculete an inetitution‘e dofau{t rete. The
publication of thie defeult rate in both the locel
nevipaper as well ee in the nationally-dietributed
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gecrecary Cavasoe
June 15, 19089 .
Page 3

Chronicle of Bigher Bducation with no clazi®loation
whateoever puts New lanun nstitute of Technology in the
voret, poseible 1ight and could seriouely impair our
reputation, Since eo much attention has been paid to the
uneubstantiated linkage between default rates and the
quality of a particular inetitution, students, parents,
banks, quaranty agenciee and accrediting agenciee could
have serioue guoltiono about New 2nqland Tech unlese they
Vers completely appreieed of the {nacouracies regarding the
default ratee as publiehed.

1 urge you to review the proceduree established by your
department regarding the measurement of an institution's
default rate, Bascause incorrect and etatistically
insignificant data were used to portray our cOllege as
having a grossly inaccurate default rate, I uzge you to
coneider any and all meane available to you to redress this
very unfair situation., I reepectfully suggeet that no
provisions specified in the final regulations become
effective until euch time &e the data are acourate and the
neasurement of an inetitution'e default rate is truly
meaningful,

1 appreciate your attention to these mattere, and offer
Vhatever aesietance I can provide in your deliberatione.

VO:Q truly yours,

Leclin 2~ Areae_

Richard I. Gouee
Preeident

cc gSenator Claikorne deB. Pell
Stephen Blair
Ian Volne:z
Dz. Daniel 8. Maloney
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PREPARED STATEMENT OF JOHN G. PUCCIANO, PRESIDENT
ASSOCIATION OF moam&m COLLEGES AND

Mr. Chairman. Members of the Subcommittee on Education, Arts
and Humanities. As president of the Associatiin of Independent
Colleges and Schools (AICS), I would like to present the views of
the Asscciation and its members on two issues which affect the
operations of those institutions and their students -- Department
of Education final loan default regulations and finzl regulations
governing the evaluation of acadenmic course measurament for student

aid purposes.

Overviey of AICS

The Association of Independent Colleges and Schools has a
rembership of almost 1200 institutions and Colleges. Its
institutions range from business or specialized schools offering
training up to one yeer in length to junior and senior colleges
offering recognized associate, baccalaureate and graduate degrees.

Approximately 750,000 students are enrclled in these
institutions, representing a broad range of income and racial
backgrounds.

Rafarence Materials
Accompanying my remarks are:the following materials to which

I will refer or which I urge you to read:

o specific detailed comments by AICS on the ED final
regulations on loan defaults, published June 1, 1989 in
the Faderal Registe:




° suggested legislative language on the definition of
"default rate" (attachment II); language modifying the
"premiums and inducements" statutory provisions
(attachment III); and language permanently defining an
"academic year" in ths law (attachment IV).

o a vwhite paper discussing facts about the private career
college and school (PCCS) sector .

LOAN DEFAULY PREVENTION AND IOAN ACCESS ASSURANCE

The final regulations published on loan default issues by the
Secretary on June 1, 1989 repressnted a constructive change from
the proposed regulations. In general, AICS believes that the
Secretary's thrust is correct and that the regulations will indeed
rasult in some improvement in defaults in the federal loan
programs.

In particular, we strongly endorss a concept initially
proposed by AICS over a year arnd a half ago to establish default
nanagement plans for schools experiencing high default rates for
their graduates.

Enclosed for your information is a detailed assesszent of
specific provisions in the final default regqulations from AICS's
perspective. Our concerns are still many and wa hope that the
Congress will respond to those concerns affirmatively.

My subnission today focuses in large part on the very basis
of all default actions =-- the data upon which the default rate is
calculated and the mannar in which the default rate is calculated,
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Based on the inaccurate data, we believe that the implementation
of the final defauit regulations severely distorts what is going
on in the real world and is unfair to most inatitutions and

students affected by the default rate calculatioi.

1. Dafault Rate calculation

Since the inception of the federal locan programs, the default
rates for the programs and the institutions involved have been
based on loan volume. This type of calculation is used in most
other fede.al programs and is the standard in the commercial
banking industry.

"Fiscal year default rate” or "cohort rate" nmeans, according
to the recently published regulations, that for any fiscal year in
which 30 or more current and former students at the institution
enter repayment on Stafford or SLS loans received at the
institution, the percentage of those borrowers who default before
the end of the following fiscal year. If there are fewer than 30
students entering repayment in any one fiscal year, a three-year
average will be used.

Cohort rates which measure the default experience of a set of
borrowers:

o are vulnerable to a single year fluctuation

o tend to be higher than an annual rate because thay
over represent the default experience of the high-
risk borrowers, those most likely to defauit,

because they typically borrow fewer dollars per loan
than low-risk borrowers

282



o axaggerate the default rate because they make no
distinction between lborrowers whr, default on the
entire loan and those who repaid a portion of their
loan

o make no provision for recognizing payments or
collections made after the initial default occours.

In contrast, a cumulativi default volume rate measures the
percentage of defaults since the program began and an annual
default voluma rate measures the percentage of loans in repayment
in a particular year. Such calculations generally take into

account all collections/payments made on a given loan.

AICS RECOMMENDS THAT THE DEFAULT DEFINITION BE STATUTORILY MANDATED
AND THAT IT BE BASED ON LOAN VOLUME, TAKING INTO ACCOUNT ALL
COLLECTIONS AND PAYMENTS (see recommendation attached).

2. Data Problens

In addition to the inherent flaws in using a cohort “ifault
rate based on borrowers and not dollars, the data released by the
Department on June 1, 1989 for FY 1986 contains many flaws.

The Dapartment generates default ratss based cn information
provided by the guarantee agencies on a tape dump. Until recently,
participation by guarantes agencies in the tape dump procedure was
voluntary and vas to he used for budget purposes, oversight, and
general statistical information purposes. Even if guarantee
agencies submitted the taps, often fields were left blank. Of
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particular importance was the fact that the "student status" field
was often left blank.

Guarantee agencies have been directed by ED to provide
accurate information which should be reflected in the recent
information collected for FY 1988. However, the data used by the
Secretary, and which may be used to implement some o©of the
provisions in the final raqulatione (e.g., delayed certification
of loans for institutions with default rates greater than 30
percent has an October 1, 1989 implementation date), has been
generated from the incomplete and inaccurate FY 1985 data. This
data may never be corrected.

ED has just returned tapes back to 28 guarantee agencies
r .a of incomplete data. The incomplete data generally are from
oldur loans and probably are rat available. These data are the
sase which served as the basis for the ED Inspector General to
advise against the use of the FY 1986 data two years ago.

Because the :ape dump combines the records from all of the
guarantes agencies, institutions serviced by more than one
guarantes agency must have access to the Department's data. An
institution needs this data not only to attest to the validity of
the data, but to follow up on those borrowers who have defaulted
on their 1loans. However, the Departazent has indicated that
generating these lists is expensive and has not offered tc provide

this information. The default data excludes several colleges from

2 34 L.
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the list and, for other inatitutions, reflects a considerably
higher default rate than shown in earlier default rats listings.

AICS RECOMMENDS THAT CONGRESS REQUIRE THAT THE DEFAULX DATA BE
CORRECTED PRIOR TO INPLEMENTATION OF THE REGULATORY REQUIREMENTS.

3. Loan Access

Access to Stafford Loans by private carser school students has
deteriorated in the last several months. Information from lenders
confirms that a change in lender attitudes has occurred and that
many large lenders have dropped frem or sevarely restrictsd
participation in the progras.

Severa) secondary markets serving the etudent loan program
have implemented restrictions on loan purchases that directly
undermine student access. The Nebraska Higher Education Loan
Program (NEBHELP), for example, announced that it has ceased
Purchasing student loans made to studenis attending approximately
200 trede schools bacause of concerns in the areas of default rate,
delinquency, cancellation, and refund. The NEBHELP action
triggered corresponding actions by dozens of lenders who had relied
on NEBHELP as their secondary market.

Lander concerne regarding the Statfford Loan program have been
raised by the occurrence of major servicing problems on loans held
by the california Sstudent Loan Finance Corporation (CSFLC).
Alleged violations of the Dcpartunt. of Education's due diligence
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and servicing standarde resulted in the invalidation of the
guarantee status of hunireds of millions of dollars in Stafford
loans which were primarily made to students attending proprietary
institutions. Landers have responded by avoiding loan portfolios
requiring high levels of due diligence on the theory that the best
way to avoid due diligence violations is to avoid loans requiring
due diligence. Several other large lenders in California have
dropped from the program altogether.

More recently, the Texas Guaranteed Student Loan Corporation
(TGSLC) announced a number of policy initiatives designed to ensure
the long-term viability c¢f the agency. Many of the actions
proposed are direct rasponses to problems created by an increasing
volume of loans to high-risk student borrowers by the agency.
Among the policy initiatives taken is the implementation of a
default initiative involving closer monitoring of the ability of
individual schools to administer the sStafford ILoan progran.
Depending on the default rate of the institution, a compliance
review or a default reduction agreement may be required as a
condition of remaining eligible in the program. Programs similar
to the Texas initiative are expected to be adopted in other States,
with one possible outgrowth being a decrease in the availability
of Stafford Loans to proprietary school students.

Citibank, the largest lender in the Stafford\SLS Loan
progrems, recently virtually terminated lending to studenta

attending institutions with default rates above 25%. Other lbanks
have followed Citibank's lead. )




Another factor affecting the availability of stafford Loans
to high-risk borrowers is a proposed Treasury Department regulation
altering the ocalculation of arbitrage on tax-exempt student loan
bonds by secondary markets. The proposed regqulation would
effeotively eliminate the use of tax-exempt financing for thes
purchase of student loans. Since many of the secondary markets
serving lenders making loans to private career schools depend on
these secondary narkets to purchase the loans, eliminating this
source of financing will result in further underaining student
access to Stafford Loans.

In addition to these considerations, many other factors exist
which are discouraging lender service to high-risk borrowers.
These factors included the limited yield on Stafford Loans, the
higher administrative costs associated with loans with a high
delinquency or default level, and the high cancellation o'r return
rates on such loans. Together, all factors have led to a situation
where a real pozsibility exists of large numbers of students
attending AICS institutions being unable to secure Stafford Loans.
AICS RECOMMENDS THAT THE SO-CALLED PRENIUMS AND INDUCEMENTS
PROVISION OF THE LAW BE MODIFIED TO PERMIT THE PAYMENT OF FERXS TO
. SECC..OARY MARKRTS, GUARANTORS, AND/OR LENDERS BY POSTSECONDARY
INSTITUTIONS TO UNDERWRITE SOME OF THEE ADMINISTRATIVE COSTS OF
HIGH-RISK ILOANS (see attached recommendation).




The Secrestary of Education issued final regulations on April
5, 1988 regarding institutional eligibility. The Department
provided that if a school must indicate the number of instructional
or classroom contact hours in a state's application or approval
process to cperats an educational institution, the U.S. Department
of Education will conclude that the institution may measure its
coursework for student aid purposes, only in clock hours,
irrespactive of whether the state law, requiation, or practice
spacitically perzits or does not prohibit the use of credit hours.

The provisions of the April 5, 1988 regulations have caused
substantial controversy because thay provide for considerable
involvement of the U.S. government in the interpretation of state
law and regulation. The regqulations would also require that an
estimated 1,000 to 1,500 postsecondary institutions who currently
measure under a credit hour system would have to change to a clock
hour system or lose tieir federal eligibility for itudont aia.
This conversion would have to occur in spite of the fact that most
of the gtates specifically permit these institutions to measure in
credit hours.

Congress was involved in this issue approximately one year ago
when it determined that the Department of Education had not
sufficiently reviewed the impact on institutions in the various

states and, by legislation, delayed implementation of those
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portions of the final rules dealing with the academio ocurse
measursnant issue. Subsequently, the Assistant Secretary for
Postsecondary Education complied with the statutory delay and
presumably ED has investigated the impact of the regulatory
provision,

To date, at least to our knowledge, the Department has not
made known to the education community or the Congress any of its
findings. In faot, many states are quite ooncerned that
institutions in their state, for federal student aid purposes, will
be significantly injured by the interpretation by Ep.

The major basis upon which we seek Congressional action is
that the ED rule is arbitrary and violates statutory prohibitions
against federal control of education. The House of Representatives
Committee Report on the Higher Education Amendments of 1985
chastises the Department for its handling of the clock/credit hour
conversion issue. The Committee seriously questioned the statutory
authority for such a ruling, stating it was contrary to section 432
of the General Education Provisions Act (GEPA) which specifically
prohibits the Department froa exurcising any direct supervision or
control over the curriculum, program instruction, or administration

.ot an educational ins. :ution.

The House Committee went on to state, "that as long as an
educational institution utilizes generally accepted educational
Prinoiples and standards in evaluating its units of atudy or

courses of instruction, it is inappropriate for the Department to

10
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. intrude upon the institutional prercgative by locking a school into
a singular system of unit or course measursment."

We currently estimate that the rule will adversely impact
students in approximately 25 states. We continue to believe that
the Department does not understand the final and actual impact of
the rules on acadenic programs in each of the various states nor
doas ED currently intend to release prospectively its
interpretation of how it will interpret state law and regulation
during the eligibility and audit determination processes.

AICS RECOHMMENDS THAT THE CONGRESS DELAY IMPLEMENTATION OF THE
REGULATORY PROVISIONS RELATING TO ED INTERPRITATION OF STATE
ACADEMIC MEASUREMENT REQUIREMENTS AND THAT THE LAW BE MODIFTED TO
MMRLYTBUBRO!CIDCKANDCRBDHBOURWPOR
STUDENT AID PURPOSES (see attached recommendation).

11
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‘Attaohmant I

DEFAULT REDUCTION REGULATIONS

EFFECTIVE 4S DAYS AFTER JUNE 5, 1389 PUBLICATION OR JULY 20

Section €68.15 Additiomal faotors for evaluation administrative
capability.

1. Regulatory Provision: If the GSL or SLS fiscal year default
rate sxceeds 20 percent for any fiscal year after Fy 1988, the
Secretary may ire submission to ED and the guarantes
agency the following information:

AICS Concern: The FY 1986 cohort rate data published by the
Department of Rducation on June 1, 1989 is incomplete and

. inaccurate. Some institutions do not even appear. In fact,
the Assistant Inspector Gensral for Audit advised the
Assistant Secretary for Postsucondary Education on 3/13/87
that the uss of the Guarantee Agency Tape Dump will rssult in
ED's making "incorrsct decisions in monitoring and managing
the multimillion dollar GSLP." Twenty-eight tapes have
recently heen returned to guarantes agencies because of
missing data which includes missing atatus codes and social
security numbers. Even if this data were available, guarantse
agenciss handled Jdeferments and forbesarance provisions
differently.

Regquliatory Provision: “"riscal year default rate" means for
any fiscal year in which 30 or more studsnts at the
institution entsr rspayment on a GSL or SLS loans, ths
percentage of those students who default before the snd of the
following fiscal year. For any fiscal year where there are
lsss than 30 students in repayment, an average of the three
nost rscent fiscal Years will be used.

AICS concera: The use of a cohort rate is vulnerable to
singls year fluctuations and tends to be higher than an annual
rate. The cohort rate does not take intoc account those who
defaulted on their aentire loan or those who have repaid a
portion of their loan and makes no provision for recognizing
payments or collsctions made after the initial default occura.

a, asgulatory rrovislon: A comprehsnsive written analysis
of ths causss of defaults by its students in the first
tvo ysars of rspaymsnt during the three most rscsnt
Calendar ysars ending six months prior to the rsgquest.

?1C8 Concern! How oan schools faotually dstermine why
«ny group of students default on loans? Even if one
assumsd that some causes of dsfaults wers caused by
institutional actions, defaults are also caused by

-l
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personal reasons of the etudents and their fawilies, snd
can be aleo caused by the actione of lenders, juarantee
agenciee or secondary markets. It is unclear what would
conetitute an acceptable explanation.

Furthermore, in most cases achoole have basn unable to
learn the identification of delinguent and defaulted
studente. In a number of cases, lenders and guarantee
agenciee have refused to ghara information fyem echcole
when the new information could havae eliminated the
delinquency or default. In eome casas, the lander hae
not updated its information on a borrower when new
information ie provided by the institution, euch as a
change of address, which Aould have prevented a default.

b. Regulatory Provieionm: 1In the case of institutions
with non-baccalaureats degres prograns, a
etatistical analysis ehowing paes rates for the
three acet recent calendar years ending not lese
than eix months prior to the request and placement
rates and completion ratee for the three moat recent
calendar years ending not lese than 18 months prior
to the request. , Placement rates are for all
atudents aecheduled to complete the program and
completion rates are to be broken down by etudente
in the aggregate and eegregated by Title IV aid
recipiente, high echool graduates and GED holders,
and ATB students.

AICS concern! If thie is requested 43 daye after
implemantation, this would mean that the data should
have heen collacted for calendar years as sarly as
1986 in the caee of pase ratees and 198% in the case
of placement and complation rates. Not only may the
inetitution not have %he data, but in the case of
paes rates, the inetitition may not even be able to
obtain the data from the stats licensing board.

c. Regulatory Provision: A written description of all
additional eteps taken by the institution bayond
thoee required to reduce defaults.

AICS concern: None,

d. Requlatory Provision: Any other information ae
required by the Secretary.

AICS conoern: There appears to be no limit to the

type of information the Seorstary may request or
what ie reasonable.
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" 2. BRegulatory Provision: A school with a default rate over 20
perceant could be required to implement specified reasonable
and arpropriate default reduction measures or a default
management plan. The contents will be establiehed by the
Secre’:ary based on a reviaw of the school's analysis of its
causeu of default, recommendations by the guarantee agencias,
consultation with the school, and information presented by the
school at any informal hearing.

A loan on which a payment is made by the school, its owner,
agent, contractor, cEployee, or any other affiliated entity
or individual, in order to avoid default by the borrower, is
considered as in default.

AICS Concerm: Some institutions pay back the total loan,
including the origination fee, when & refund is dus to the
lender to ensure that the borrower does not go into default.
Does this provision apply to all repayments by third party or
only when the borrower is already in default?

Seotion €82.410 Piscal, aduinistrative, . and enforcement
requirements.

3. logulnto:y Provision: 1If the institution has a default rate
which exceeds 20 percent, the principal guarantee agency in
the state will conduct a program review.

AICS Concermt It is doubtful that all guarantors have the
financial and personnel resources to conduct these reviews.

Section €82.604 Processing the borrower's loan proceeds ard
counseling borrowers.

4. Regulatory Provision: All institutions are required to
conduct initial counseling with each GSL or SLS barrowvers,
either in person or by videntape presentation, prior to the
release of the first disbursement of the loan. The counseling
should include the seriousness of the repayment obligation,
the consequences of default, and the fact that repayment is
required even if the program is not completed or the borrower
is dissatisfied.

The sachool is required to also conduct in-parson exit
counseling with each borrower. The counseling should include
the provision of the average indebtedness of students at the
inatitution, anticipated monthly repayments, the review of
repayment options, and suggestions for debt managsnent
strategies (This was already required in the Higher Education
Act, as amended).

AICS8 Consernt: None.




Section €82.607 Fayment of a refund to a leander.

s!

Reguiatory Provision: Refunds are to be made within 60 days
of the earliest of the student's notification of withdrawal,
the expiration of the academic term, the period of enrollment
for which the loan was made, or the date determined by the
school; or within 30 days after the expiration uf an approved
leave of absence.

AICS Concerm: None.

SPPECTIVE AFTER OCTOBER 1, 1939

Seotion €82.603 Certification by a partioipating scheol in
connsction with a loan application.

Requlstory Provisiont For institutions with a default rate
over 30 percent, institutions aust certify the 1loan
application in order to ensure that the delivery of the
proceeds to the borrower's account or the delivery to the
student does nc% occur prior to the 30th day of enrollment.

AICS Conoera: We believe the holding period should he 15
days. Further, does this mean that the school may certify the
loan prior to the start date (since the school can make
refunds within 60 days) and hold the check for endorsement
until the 30th day? Further, the Fepartment needs to define
what the "days of attendance” during the period of enrollment
mecans., Is it calendar days or actual days of attendance? The
latter could be a rather long period for those who attend only
once or twice a week.

RPPERCTIVE AFTER DECEMBER 1, 1989

Seotion 668.44(0) (1) Institutional information.

7.

Regulatory Provision: Prior to a student's enrollment or
execution of the enrollment contract in an undergraduate non-
baccalaureate degree program, the institution shall disclose:

o All  licensure or certification requirements
established by the Stata

° The pass rates of graduates on any licensurs or
certification examination for the most recent
calendar year that ended not less than ¢ months
prior to the date of disclosuras.
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o The Jjob placement rate for students who vere
originally scheduled to complete the program in the
most recent calendar year that ended not less than
18 months prior to the date of disclosure. In
calculating the rate, the institution shall consider
as not having cbtained employment for any graduate
tor whom the institution doee not possess evidence
in the file showing employment in the occupation.
However, the institution may exclude from the
calculation any graduates who state in writing that
he/she chose not to cbtain amployment or who fail
to respond within 60 days to a questionnaire.

o The completion rate for students in the program for
the most recent cCalendar year that ended not less
than 18 months prior to the date of disolosure. The
rate is calculated by determining the percentage of
students enrolled in the program successfully
completed training within 150 percent of the amount
of time normally required to complete the program.

The percentage would include those completing the’

program or those who obtained full-time employment
in the occupation for which training was offered.

AICS concern: These rates do not recognize those factors that
are bayond the control of the institution as well as the type
of student population enrolled at a particular institution.

Private carear schools seem to be the sector targeted for this
requirament. As stated in the discussion section of the
regqulatiocns (paio 24123), this provision "would not apply to
a program that is primarily intended as preparatory for, and
acceptable towards, a baccalaureate oy eguivalent level degree
(e.9., Associate of Arts degree progracs offered by community
collsges), as distinguished from a course of study designed
to provide a complete vocational training program."

Furthermore. as stated earlier, some of the information, such
as pass ratea on licensure exams, may not even be available.

EFFRCTIVR AFTER DECEMNBER 4, 1989

Section 682.411 Due diligence by lenders in the collection of
guarantee agency loaus.

80

Regulatory Provision: 1If the agency that guarantees the loan
offers preclaims assistance, the lender shall request
assistance within 10 days of availability and notify the
school not later than 30 days. This only »plies to loans
made after 12/4/89, and if the lender holds more than one loan
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and loans were acquired prior to 12/4/89%, requirements are
satisfied for all loans.

The discussion section points out that the Federal Trade
Commission has deternined that pre-default collection efforte
are not coversd by the Pair Debt Collection Practices Act
(FDCPA) and therefore, the institution may contact a borrower
during the grace period or after the scheol recsives a copy
of the lender's preclaims assistance request.

AICS Comments Strongly gupports this provision.

BYFRECTIVE AFTER JUNB 5, 1990

Regulatory Provision: Institutions with default rates above
30 percent are required to implement a Pro rata refund policy
for studente who received GsL or 8S8LS/PLUS loans. This means
the refund by ths school may not be less than that prrtion of
the tuition, fees, room and board, and other charges which is
equal to the proportion of the period of enrollment for which
the student has been charged that ramaing on the last recorded
date of attendance, rounded up to the nearest 10 pesrcent of
that period, less any unpaid charges, plus an administrative
fee of the lesser of 5 percent or $100.

The provisions do not apply for any student whose withdrawal
date is aftexr the sarlier of the halfway point (in time) for
Ae student's progr-m or 6 months after the commencement ot
the progras.

AICS Concern: AICS hae eupported a "proportionate timee two"
policy which would allow the school to earn the eane amount
of tultion throughout the prograis up until the midpoint, wheze
the institution vould have garned 100 percent of the tuition.

AICS doas not support the concept of applying a policy only
to students receiving a GSL, 8LS, or pLUS prograa loan. The
policy discriminates againet the cash-paying or Pell-only
students who would ba eubject to another, less favorable
refund policy.
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EFFRCTIVE OX OR APTER JANUARY 1, 1991

Seotion €68.13 Additional faotors for evaluating administrative
capability.

10. Requlatory Provision: The Secretary may initiate LS&" action
if the institution's GSL and SLS fiscal Year defait rate
exceeds 40 percent for any fiscal year after 1989 anu has not
been reduced by an increment of at least 5 percent from the
previous fiscal yesr or the fiscal year default rate exceeds:

60 percent for Fy 1989

55 parcent for FY 1990

50 percant for FY 1991

45 percent for FY 1992 or

40 percent for any fiscal year after FY 1992

AICS Cor 'ern: We cbject to the general policy conclusion that
institut.onal default rates are totally or primarily within
the control of the institution.

Seotion €68.90 Initial and final decision-Appeals.

ll. Regulatory Provisions If a school wishes to rvoid LsSeT
sanctions, the institution must carry out all the measurss
described in Appendix D defense. If the institution has acted
diligently to implement the default reduction meawures, the
administrative law judge may not impose an LS&T sznction.

AICS Concera: The institution is assumed guilty and must
defend its innocence. Furthermore, the ALY does not seem to
have any discretion to modify the sanction of the Department.,
80 that the ALJ decision could fall between "no sanction" and
total affirmation of the Department position.

EFFECTIVE AFTER OMB APPROVES FORM

Seotion €82.610 Records, reports, and inspeotion regquirements for
partioipating sohools.

12. Regulatory Provision: Institutions who must provide
disclosurg information to prospective students must provide
the disclosures as provided in Appendix A to the Dapartment
of Education,

AICS Conocern: It is not clear what the Department will be
doing with this information. Fcr instance, will the
information be published? Will it be used in program reviews?

e 247
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Attachmeant II
DEFAULT RATE DEFINITION

Amend section 435 to add the following new subssctions:

“(m) DEFAULT RATE. -- As ueed in this part, the term
‘default rate' means a fraction, sxprsseed as a percant =

(1) thes numerator of which is the average of the
previous three fiscal years (for which acceptabls
data is available) of (A) the total original
Erineipal of loans on which a default (as defined
n section 435 (1)) occurs during such fiscal ysars,
reduced by (B) (i) the total amount collected after
the default and (ii) the total principal amount
outstanding on loans in default mads to high risk
students of such institutions; and

(2) the denominator of which is the averags of thras
pravicus fiscal years of the original principal
amount of all loans, minus the principal amcunt
loaned to high risk students, that wers in repayment
during such fiscal ysais."

"(n) HIGH RISK STUDENTS. -- For purposs of subssction (m)
the term 'high riek etudents' means students whoss
student aid index under the Pell Grant needs analyeis of
subpart 1 of part A of this titls is squal to or lese
than szero.”

Bationale

Cohort rats calculations significantly overstats the default
rate "problen® by failing to taks into coneideration sany of the
collecticns/repaysents made after ths lcans sntsr default status.
The loan volums dafault rate calculation is the most accurats rats.
::d h.i. been used in all federal loan programs sinces their

ception.
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Attachment III

PROVISION FOR ADMINISTRATIVE COSTS RE_MBUTISZIMENT

Amend section 450 (o) by striking the period and adding the
following at the end thereof:

*, except that an eligible institution may pay a lender,
guarantor, or secondary market an administrative fee
based on the loan cancellation, delinquency or default
rate experience at that institution,”

Rationnle

The amendment would permit postsecondary institutions to
negotiate with the praviders/participants in the federal 1loan
programs to share some of the costs incurred by lenders,
guarantors, and secondary markets. Currently, many of these
providers/participants contend that lending to high-risk students
or to students enrolled at certain institutions is too costly.
This has led to a loan access problem at some institutions and in
some geographic locations.

The current section 430 (c) provision has been interprated to
exclude any payments by an education institution to a lender. This
restriction was not contemplated by Congress when it enacted
section 490 (c) and unnecessarily restricts the ability of an
institution from paying some of the attendant costs of proceseing
;nd collecting loans from high-risk students in order to ensure
oan access.




Attachment IV
ACADEXIC YEAR DEFINITION

Amend Section 4831 (d) of the Act to read as follows:

"(d) (1) ACADENMIC YEAR. -- For the purpose of any program
under this title, the term ‘'academic year' shall be
defined as @

(A) Twenty-four semester Or trimester hours or
units, or 36 quarter hours or units;

(B) Seven hundred twen%y clock hours of supervised
training; or .

(C) 8Seven hundred twenty clock hours in a program
of study by correspondence.

(2) Notwithstanding paragraph (11 , 12 an institution of
higher education, or an eligible institution for purpose
of part B of this title, is licensed by the State in
which it is located to provide a course of study the
duration of which is (A) specifically required by State
law or requlation to ba measured on a clock hour basis,
or (B) specifically grohibitod by State law or regulation
from being measured in credit hours, that institution may
not measure the length of the course of study or its
acadeaic yoar for that course of study on either basis
for purposes of this title. In all other States, the
institution may measure the length of the course of study
or its acadsmic year for that course of study on either
basis foz purposes of this title, but the recognized
accrediting body's assessment as to the number of credit
hours conntituting the course of study shall apply in the
event the institution chooses to measure the length of
the course of study or its academic year for that couruas
of study on a cradit hour baeis." -

Rationale
The amendnment:

- \'J za a longstandin n
mic t

given to inatruction orovided in programs measured in clock hours
lu?nmwnmmh ED clock/
credit hour conversion ratios are inconsistent ang provide an

incantive to measure in credit hours; an academic year for a credit
hour program requires approximately 360 instructicnal hours.
Further, the measurements do not comport with the requirements of
the Veterans Administration (648 hours for theory-related work and

-
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792 hours for shop-related work) and the Social Security
Administration (720 hours for all programs).

== \apact of state lav/requiation on the

n e
by allowing an otherwiee eligible institution to
mneasure, for federal student aid purposes, in aither clock or
credit hours if approved by a- recognized accrediting body using
generally-accepted standards for calculating and converting
academic credit. The final regulations issued by the U.S.
Department of Education, and the subsequent intarpretation of those
requlations by ED officiale, jeopardizes academic programs in many
states and the ED has not yet been able (or willing) to assees the
izpact of the regqulations, as interpreted, on students and
institutions in the various states.

A




The Asascciation of Independent Colleges and Schools wes founded
in 1912 and axrently has a mesbecahip of 665 diverse business schools
and another 371 branch campuses. Its institutions range from business
oc specialized achools offering training of up to one yaar in length
to junior and senior colleges offering recognized assoc.ate, bac-
calaureate, and master's degrees in 72 programs ranging from accounting
to word processing.

Approximately 700,000 students enroll in these institutions .ach
year. These students come from a broad range of econcmic and racial
backgrounds

Over 90 percent of AICS-accredited institutions are taxpaying
business cceporations: all of the institutions sre non-public. In
common vith all non-public institutions, they are either entizely
¢ primarily tuition-dependent for operating revenuas.

AICS mamber institutions are accredited by the Accrediting
Commission of the Association of Independent Colleges and Schools.
Since 1933, the AICS Accrediting Commission (formerly known as the
Accrediting Commission Zor Business Schools) has engaged in the
evaluation and accreditation of private caresr schools and colleges.
8ince 1956, the Accrediting Commission has been officially designated

by the U.S5. Commissioner of Education as a nationally recognized accrediting

agency.
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FACTS ABOUT CAREER COLLEGES AND SCHOOLS
Page Two

The facts have bean blurred — especially during the past two
yoars. Department of Education officials, members of Congress, other
sectors of private education, and the media have made allegations
about Private Career Colleges and Schools (PCCSs) which are inaccurats,
unsubstantiated, or anmodotal.

The facts need to be clest — especially now vhen a number of
legislative and regulatory proposals target the PCCS ssctor, While
well-intended, they will probably harm the very students they intend
to protect: those who are most economically or educationally dis-

advantaged.

LET'S BAGIN TO SET THE FACTS STRAIGHT...

© We believe the PCCS sector has been moze resolute in seeking
adninistrative and educational quality than policymakers,
the press and the public have recognized or acknowledged.

o In fact, the PCCSs, asscciations representing the institutions,
I:d their accrediting bodies have been singularly aggressive
:

- taking administrative and legal actions,
- strengthening accreditation criteria,
- advonating legislative and regulatory changes, and
= providing studunt aid and default prevention training
in order to solve the real problems.
© AICS is adsmant that any changas in the law or regulations
should not discriminats against a particular sector of higher
education because of the nature of the institutions' corporate

organization or against a group of students becauss of their
3ocio-economic or educational background.

Ox intent in this dament is to sussarize the varicus actions
taken by the accrediting body and the association, reaffirm legis-
lative and regulatory recoamsndstions, and dispel scme of the myths




FACTS ABCUT PRIVATE CAREER COCLLEGES AND SCHOOLS

Page Three
D I3 FOR WEAT?
The Triad Frinciple

The roles of the states, accrediting bodies and federal governmant
in governing Private Schools are separate and distinct and generally
aisnderstood. An explanation of the TRIAD COMCEPT follows:

1. Padecul: determine eligibility and monitor institutional
a&minisgtration of zod-ul student aid.

2. State: authcrize operation and monitor business practices
protection of the public, primerily students.

3. Accreditation: evaluats and, through the peer process,
ons and programs be relevant to students.

Of the three roles, accreditation is voluntary. The other tw
rely on legislation and regqulation. And, each has a right to expect
the other two to do their jab.

But, that balance is ssciously threstened. Misperceptions abound.
That is vhy ve mat alvays get back to the facts.

g B e ey
STt ey T e e ot et 8120




FACTS .ABOUT PRIVATE CAREER COLLEGES AND SCHOOLS
Page Four

LE?'S TAKE A LOCK AT THE AGGRESSIVE POSIURE THE AICS

ACCREDTTING COMMISSTOM EAS TAKIM...

The message from the Commission to msmber schools has been loud
and clear: Neither academic dishonesty nor operational malpractice
vill be tolerated.

To ensure that this policy is enforced, the Accrediting Cormission
Oof AICS has taken several powerful initiatives:

© Adopted equitable refund policies (U.S. Department of
Education approved.)

© Required teating of non-high school graduates.
© Curtailed the proliferation of non-main campus sites.
© Inaugurated quacterly meetings of accrediting executives.

© Prcohibited all forms of false advertising and commission-
based student solicitation by non-school personnel.

© Iasued strict criteria controlling all pre—enrollment
activities.

© Developed guicdslines, with Department of Education input,
for administering programs for Ability-to-Benefit students
and English-as-a-Second-Language.

© Develcped testing criteria with the Naticnal Association
of Trade and Technical Schools and the American Council
on Education.

© Currently developing criteria to evaluate institutional
effectivensas through outcomes assessment, e.g., completion
and placement rates.
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FACTS ABOUT PRIVATE CAREER ODLLEGES
Page Five

W IS THE AICS ACCREDITING COMMISSION MMSURED QBJECTIVITY?
S -

1o othez commission tequires the kind of diaclosure and exposure
that the Accrediting Commission of AICS doss. Commissioners must
present themselves and their credentials to the total membership and
coxpete in open election for every position. Conflict-of-interest
is carefully guarded against.

At least three commissioners are appointed from the public at

Sach commissioner signs a canon of ethical responsibility.

Accredited AICS institutions are evaluated by trained teams
comprised of deans and faculty from public and private colleges,
universities, practicing professionals and executives of state
regulatory bodies.

Checks and balancas against inaccurate or improper accraditing
decisions ocours throughout the process.

All achools are accorded procedural due process which involves

full revievs and all administrative efforts to ramedy the problem
before any ection is taken. )

HOW UOES AICS STAY CUBRENT WITH ITS ACCMIDITATION?

© By requiring annual financial and institutional repocts,

O By maintaining a 3 to 5 year statistical picture on each
institution and analyzing it each year,

© By acting immediately if a problem surfaces and instituting
necessacy safeguards. .




FACTS ABOUT PRIVATE CAREER QOLLEGES
Page Six

BON OFTEN DOES 7ZAE AICS ACCREDITATION COMMISSION MEET?

It convenes three times annually and is in session for six full
days at each to:

o discuss isauves,

o establish policy,

O receive recommendations £:c|;a comittees and mumbers,

o conduct formal appeal hearinga for schools in trouble, and

O raview accreditation reports.

EOW NANY ACTIOMS DID THE AICS ACCREDITING COMMISSION TAKE BETWEEN
19586 AND 19697

1,627 actions, ranging from approval of new educational programs
to negative sanctions.

Generally, by the time policymakers and the media beccms awvare
of alieged problems at private career colleges and schools, the
accrediting body has been engaged in taking action against the school
!wmm—mtmtulmam.mmmt
for due process and confidentiality prevents the accrediting body
from disclosing most of its negative actions to the public-at-large

. until the appeals process is completad.




IN MEMEER INSTTTUTIONS?

By being committed to excellence and by:

© Creating the Career Programs Assessment test (CPAt),

o Providing a wide range of training opportunities for teachers
and school administrators,

© Designing and sponsoring education conferences and conventions,
o Implementing the quality movemsnt in AICS schools,

o Bosting a Quality Symposium and Quality Steering Committee
that monitors all continuing quality efforts.

The CPAL is a tast, created by the AICS and the American
College ce, igned to meamwe the basic skills
,¢%ﬁm.uwwmmam.

. 68 the'strengths and weaknesses of potential students

in the areas of reading comgrshension usage, and numerical
skills. It is administrated to all incoming studmts in most institutions.
It is also used as the diagnostic instrument for high risk, *Ability-
to-Benufit® students.

The Ct vas for vate caresr school

on Yy
to a e Na testing campany, this test
has provided our members with a valid, reliable and cbjective instrument,
regular cosputer reports detailing student characteristics for each
. institution as well as for the association, and the opportunity to
participate in follow-up reports that track the performance of students
* throughout their stay in our institutions. The CPAt has besn an excellent
Lresponse to the. much needed improvemant in the area of admissions
testing.
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PACTS ABOUT PRIVATE CAREER COLLEGES
Page Eight

-

© Quality Asswrance ¢ Amissions
© Leadecship © Default Prevention
© Placemsnt o Opscations
© Markating © Accreditation
o Financial Aid Administration
MEY THRE ENPHASTS OM QUALIYY?

addition
to conducting * ity” wockshops for mesmbers, AICS has just published
a book entitled, ity Assurance for Private Carser Schools. It
was sent to all as & text for training.

NEAT LEGISLAFIVE AMD MGIRAZORY CHANGES DORS AJCS PROFOSE?

© Raquire that consideration be given, in the calculation
of the institution's net default rate, to the characteristica
of the student body population and the historical propensity
of that population to default.

¢ Credit guarsntors for secving high-risk populations, those
most likely to default, in determining the dafault triggec
for purposes of federal reinsuxancs.

¢ Establish a common definition for a "defaunit® and require
that that definition be used by ED and participanis in the
program for' all calculations and actions.

© Require all guarantors and lenders/holders to rapoct data
basaed on standardized definitions and forms.




FACTS ABQUT PRIVATE CAREER COLLEGES
Page Nine

O Require all default data and rates be calculated based on
nat loan volume, i.e., include all payments, collecticns
and offaes against the loan principal received by the lendur,
guarantee or BD.

¢ Recuire guarantors to provide delinquency lists to institutions
wmmmimmmtmmmmotua

lists prior to claims being filed by the guarantor.

© Maintain additional information on borrowers, including
family and personal references. The institution would also
be required to recheck these references at the time of the
second disbursemant.

O Enhance borrower counselling by institutions at the time
of loan origination.

o mubitunuumotmtamuununmtnquutod
by the student and certified by the institution.

o Linittlunubu'ctmutotminama&ryu:.m
the borrover iz otherwise eligible.

o Permit edication institutions to purchase defaulted loans
from the federal government or lenders/holders/quarantors
in ceder to reduce the institution's default rate.

O Recuirs that any LS&T action taken against an institution
be basad on non-discriminatory standards, including
prohibitiona against LS&T actions based on type or control
of institution.

Q EBU




mwmﬂumm—bcmmmm.
AICS has p sponsor rFrivate
Default Hlnmt mucuv- vhich includes a 130-page manual, 60
wockshops, entrance/exit videos, instructor guide and student guide
= the gnly dsfault initiative in all of postsecondary education.

MDY WILL Bk TR FUNES NORKICECE MEEDS OF THR RATION?

Fow and homesakars will the workforoe during
the next Iew Gecaces. to vays to increase
output per worksr while toac ing economy.

According to dMockforos 2000, economic growth may be slow in the
mxt 20 years. The econcmy vill become more and moce dominated by
secvices, and less and less by manufacturing.

Tomorrow's workforce will increasingly come from the nation's
econamically and educationally disadvantaged populations.

More and moce workers will require postsecondary educations,
but fewer will require baccalaureate degrees.

Wockforce 2000 states that the econcmy will be shaped by five
] over the next 13 years:

© The population and the workforce vill grow more slowly than
at any time since the 1930's.

© The average age of the population and the workfocce will
ri;o.uﬂt!upoolotyomgmm.nwmmhbo:mht
will shrink

0 More women will enter the workforcs, although the rate of
increase vill taper off.

0 Mincrities will be a larger share of new entrants into the
labor forcs.

o Immigrants will represent the largest share of the increase
in the population and the workforce since Wocld War I.



FACTS ABCUT PRIVATE CAREER COLLEGES
Paga Eleven

WY WILL THE STUDENT BODY OF THE FUMURE LOOK LIKE?

Norkers who will join the labor force between now and the year
2000 are not well-matched to the jobs that the econamy is creating.
Many nev wockers, some of vhom are disadvantaged, have relatively

lov education skills. A gep is crestad becanse the new econowy will
repire advencad skills.

This presents a great challenge to both wickars and esployers.
xmmummwmmumm—c

The key factor in improving the econcmic prospects of individuals
and of the country as a whole is education and training.

LET'S LOOK AT THR STUDFNYS SERVED BY PCCSS...

Priwate caxesr school attendses are mcre likely than members
of other student groups to De Zammle and from ethnic minori: .
Their ability quartile scores and familvy soci c
levels are lower than those of any status group except for that f
no postaecondary training. On the other hand, many enrolleas have
already completed two- and four-year degrees before attending a PCCS.

Training in private schoois compensates in large degrees for socio-
economic aisadvantages faced by this group. vidoals who attend

vata caresr schools have a successful o are moat
Yy to owing: ]
© Complete & pxogram leading to a license,

© Reporct full-time employmant during the follow-up periocd,

© dndicata that they had rsceived formel training for their
axzrent positions, and

° aymywmozqn;:jwmmm.




PCCSs have a direct and indirect econcmic impact on their commnities.
The ressarch shows that shoct-term programs offered by private career
achools lead ts a rapid rate of econcaic e .

Career education continues to be the fastest growing camponent
of postsecondary education, Enrollment in AICS member colleges and

48 a whole. Similarly, eployment at career-orisnted pecopristacy
Colleges and achools increased 11.2 percent, as ccmpared with about
4.7 pexcent for all of higher educat’ .n, and 3.8 percant for the U.S.
economy

By the year 1990, it is projected that more than 1,000 AICS
institutions will eploy almost 40,000 faculty and staff to serve
moce than 800,000 students.
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FACTS ABOUT PRIVATE CAREER COLLEGES
Page Thirteen

(LET'S CLOSE THE SAME MAY WE BEGAN...NI'TH TEE FACTS...AMD
JUST THE FACTS, PLEASE...

O Private career schools have the ssme retention rate as
four-year colleges and a greater retention rate than
vocational students enrclled at two-year public institutions
(67% in AICS schools in 1589).

O Private career schools education for students at a
mch lover cost to taxpayers ¢ colleges.

enrolling in a peivate career school saves

o Bvery student
1,875 compared to enrolling in a commmnity college
' compared to enrolling in a four-year public
collega.

© The cost of making losns to students in four—year schools

with low cezauit ncumyb.mﬂ-m#n than
making loans to private career achool atudents wi gher
default rates.

o MnummmHaE#ﬂuﬁnm
porrowers with larger cumulative loan amounts.
o 1f ons at-risk student succesds because of a guaranteed loan,
the Iong-tern savings o soclety would cover the costs of
over 65 defaults.

o gﬁaﬁ_fw million dollars now by reducing opportunities
tor risk students wiil cost billions of dollars in the
future. :

o Schools . _academicall students have
astaulit rates schoola serving less a cally
£isKy, middle-income students, but are meeting a challenge
no other sector will attempt.

ieh4




o The default rate has remained relatively constant for the
past ten years.

- 0 The cost of defamits has increased by 200 percent in five
years, reflecting growth not in default rates but in losm

© There is mo miverssl tachnigue used to calculate defaults.

mﬁm £ Secre of
o = 2 —-:‘ncpa:dbym .:hry

worss then it really is.

o Nat dafailts ace less than 32 of the 1966 apgropriation,
B0E BaT¥ as Teported by the Daaccamst of ESucation

o muMthimly-hﬁgmugot
progras costs vhile in o8 represent over pagcent.

The relatively lov intarest rates in 195 decressed the share
of cost:: assi to 3
In dafaul

t compered to historic averages.

&R5
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STATEMENT OF JAMES R. CRAIG, CHAIRMAN
AD?ESQ&%%WI‘I’TEE ON STUDENT-FINANCIAL ASSISTANCE

Mr. Chairman, the Advisory Committee on Student Financial Assistance is pleased 0
enter into the record comments related to today’s hearing opics. I will direct my
comments today toward two important issues: Stafford defaults and the Secretary’s
default initiative; and necessary changes in the Congressional Methodology.

STAFFORD DEFAULTS

As you may know, Mr. Chairman, the Advisory Committee has been concerned with

- and has actively considered the default issue since its first meeting. We presented
testimony at a hearing: before the House Subcommittec on Postsecondary Education in
June of 1988. We also have committed considerable staff resources to commenting on '

proposed regulations dealing with defaults,

Throughout these activities, the Committee has adhered to0 several principles first
proposed in its testimony in June, 1988. These principles-include preserving access to
loans for needy students, reducing default costs, and improving program management.

Underpinning these principles, however, is the recognition that efforts to deal with the
default problem confront competing objectives. Policies that reduce defaults and
thereby default costs or improve program management can severely affect access to

Stwafford loans for students from certain sectors of postsecondary education. Only

Q | 2 ‘RG




policies that effectively balance these competing objectives through equitable, measured
approaches will egin to stabilize the program and achieve important cost-saviags and
restore the faith in the program.

Mr, Chairman, the Congress mandated that the Advisory Committee examine
institutional Jending in the Part B programs. The Final Report to Congress, submitted
on June 2, 1969, documents the powerful destabilizing effect that the default problem,
in its many forms, is having on the Stafford program. Defaults, risk-sharing, and
instability in the primary and sccondary markets are inextricably linked. The potential
for cenain sectors experiencing increased difficulty with access to loans, and for
guarantee agercy lender of last resort programs to experience substantial strains under
conflicting incentives and requirements, appears real.

Recently, the Secretary of Education proposed s comprehensive default initiative that
represents an important and positive step toward addressing the default problem.
Secretary Cavazos should be praised for the reasoned approach he employed in
developing the Department’s initiative. This approach relied on consultation and it is
clear from the regulations that his staff took community suggestions and comments into
account. The Secretary’s initiative represents an eminently reasonable and effective
approach for reducing defaults that avoids arbitrary measures. The strength f the
regulations lie in providing most high default rate institutions the opportunity to
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undertake default reduction activities rather than automatic expulsion from the

program.

A large measure of the ultimate success of this program will lie in ensuring timely and
fair implementation. Implementation must be immediate in order to deal with an ever
growing problem. However, this implementation cannot be premature; adequate and
reliable data must exist if the program is to maintain suppurt and avoid being mired in
controversy surrounding the data and the resulting default rates. Disagreements
concerning the validity of the default rates for individual institutions—especially when
they are used as the grounds for Departmental actions—-will decrease the effectiveness
of the initiative and tumn attention from solving the default problem.

NEED ANALYSIS

In the spring of 1988, the Advisory Committee urdertook an evaluation of the

Congressional Methodology (CM) and in particular the technical modifications that
appeared to be necessary. In conducting this evaluation of the CM, the Committee
identified changes that would improve the pe.formance of the formula in a manner

consistent with the intent of the statute.

2R8
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The Advisory Committee submitted its first report to Congress in April, 1988, which
dealt with need analysis, The report inchuded several recommendations for changes to
the CM and the Pell Grant formula, including the following:

Recommended Changes

a Make minor modifications to the independent student definition to eliminate
confusion concerning the years in which resources must be demonstrated, simplify
the definition without significant impact, and avoid large numbers of students
automaticaily becoming independent in their third and fourth years of
educational study;

] Explicitly permit aid administrators to use professional judgement to assist low-
income independent students with families, whose income is less than the
Congressional Methodology’s standard maintenance allowance, by adjusting cost

of attendance;

[ ] Eliminate veteran's benefits from the Pell Grant Family Contribution Schedule
and the Congressional Methodology and consider such benefits as resources in
order 10 ensure consistency in the treatment of, and simplify ths administration
of, these benefits;



®  Eliminate inconsistencies in the Higher Education Act and regulations that could
result iﬁ-&uble-connﬁng academic-year student earnings as resources for the
academic year they are earned and base yeor income in the following year by

treating all non-need-based earnings as base year income for the next academic

year; and

m  Continue to recognize the needs of dispiaced homemakers and dislocated
workers tut address these needs through explicit notation of these categories of
applicants in the professional judgement section of the Higher Education Act,

Independent Student Definition

The Committee noted that concern and confusion exist about the definition of first year
in which aid is first received (initial year). The Department contends that the
legislation fixes the initial year at 1987-88, if aid is received in that year. Establishing
1987-88 as the initial year requires students to demonstrate receiving $4,000 in resources
b 1985 and 1986 and also requires an additional set of questions cach year.
Establishing 1987-88 as the initial year, if aid was received in that year, effectively

precludes unmarried undergraduates under 24 years of age from becoming independent.




Anthough a member uf Congress responded to this interpretation by indicating that the
Depariuent's position is inconsistent with congressional intent, the implications of the
alternative interpretation are not wholely satisfactory. Congressman William D. Ford, in
his March 3, 1988, letter to former Secretary Bennett, indicated that Congress intended
the same two years be considered for student resources and claimed as & tax
exemption. The Committee agrees that with this interpretation and argues alteration of
the statute to make this clear. However, since student aid is contained in the current
definition of resources, virtually all students attending high cost institutions could
become independent in their third and fourth years exclusively as a result | student aid
(if they were not claimed as an exemption by their parents). This sutomatic
independency "for upper classmen” could heve significant implications for the
distribution of Federal and possibly state and institutional aid across types of students
and institutions. The Committee urges expulsion of aid from resources considered for
self-sufficiency.

Requiring that married and graduate students not be claimed as exemptions adds
questions to the form without significantly reducing the number of otherwise dependent
studenis who are considered independent. The College Scholarship Service reports that
less than 1,000 students in approximately 2.6 million are marriod dependent students
who would become independent based on this change alone. Approximately 9 percent
of graduate students are dependent and would become independent. This represents
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less than 1 percent of all CSS applicants, The American College Testing Program
reports that less than 1 pescent of its applicants are married dependent students who
would become independent. Further, approximately 8 percent of the graduate students
are dependent students who wouki become independent, although this represents only 1
percent of all ACT applicants. It is important to note that these statistics do not
represent the programs as a whole, but rather give indications of whiat the effect would
be on a portion of the population. The Committee urges that all married and graduate

students be considered independent.

The changes recommended by the Committee will:
] Eliminate confusion concerning the year under consideration for demonstrating

$4,000 in resources;
[ ] Reduce the number of questions on the application form by two and simplify the
process for married and graduate students without enfranchising large numbers

of previously dependent students.

. Permit students who are legitimately self-supporting to demonstrate

independence by earning at least $4,000 per year;




] Simplify the process by permitting students who once are determined to be
independent through the criteria in the Act, including professioaal judgement, to
avoid repeated demonstration of independency thereby reducing burden on
students and institutions; and

[ | Avoid reclassifying large numbers of otherwise dependent students at high cost
institutions as independent, based solely on aid, while grandfathering students
considered independent under the prior definition.

The Committee believes that the recommendation is consistent with the intent of -
Congress. In addition, the recommended statutory changes simplifies independency
determination and minimizes what the Committee believes to be unintended
redistributional effects of the current definition.

Independent Student Maintenance Allowance

The CM altered the means of accounting for the costs for maintaining the family of an
independent student. The CM, in many ways, brought the treatment of independent
students into conformity with the treatment of dependent students. For independent
students with dependents, this means that the costs of maintaining and supporting a
family, previously determined by institutions and contained in institutional stuwent aid




budgets (cost of attendance), are now used in the CM to determine family contribution.
Inchding this SMA in the CM has eliminated the need, and ability, to have institutiopal
budgets besed on independent student family size. As long as income is greater than or
equal 1o the SMA, the CM operates relatively efficiently, potential difficulties arising
from regional differences in living costs notwithstanding.

However, for independent students whose income is less than the SMA, potentially
serious problems arise. Since the SMA has been eliminated from the cost of
attendance, these students are left with a hidden need gap. This occurs because all
students whose income is less than the SMA will have a zero contribution from igjcome
regardiess of the amount of their income. The difference between the SMA and the
student’s income was previously recognized in the cost of attendance as family
maintenance costs, and therefore identified as part of the student’s need. The currest
calculation does not permit recognition of this difference (ic., the hidden need gap),

except in individual circumstances.

Last year, however, the Department determined that institutions do not have discretion

to include family maintenance costs for students because they are not explicitly included
in the Act. Such a position is contrary to the relatively unfettered discretion historically
permitted under the Higher Education Act and clear statutory language in section 479A

of the Act. The language in this section states that "nothing in this title shal! be




270

interpreted as limiting the authority of the student financial aid administrator..to make
necessary adjuiﬁenu to the cost of attendance...” Although the Department later
reversed its position the Committee urges a change in the law to explicitly deal with this

issue.

During this controversy, Senator Paul Simon and Congressman Ford wrote former
Secretary Bennett concerning the Department'’s narrow view of dependent care (SMA).
Both provided important guidance wien they contended not only that it was not the
intent of Congress to restrict institutions’ dizcretion with regerd to the construction and
modification of student aid budgets (cost of attendance) but also that the Department is
specifically prohibited from rulemaking with regard to nced analysis and cost of
attendance. The Committee concurs that Senator Simon and Congressman Ford's
interpretations would restore the discretion traditionally permitted institutions in
addressing individual needs and circumstances, and avoid penalizing low-income students
with families, a subpopulation that clearly must be the full and equal beneficiaries of
Federal student aid. The Committee believes that the act should ks altered to

- specifically empower financial aid administrators to make neccmry' adjustments tc cost

of attendance in these cases under professional judgements sections of the act.

10
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Treatment of Veteran's Benefits

. -

The creation of the CM in the reautaorization altered an existing consistency between
Pell Grant and the UM concerning the inclution of veteran's benefits in both formulae,
although they treated them differently. Currently, as in the past, the Pell Grant formula
includes one-half of certain of these benefits. In contrast, CM excludes all such benefits
for dependent students but includes these benefits for all independent students. For
example, such benefits are included for independent students with dependents and
subjected to a 22 to 47 percent marginal assessment. Benefit; not included in the
formula are required by regulation to be treated as resources in determining awards.
Further, certain benefits appear to be omitted from the legislation, but are included in

the Department’s campus-based and GSL regulations.

The Committee recommends to Congress the comsistens treatment of veteran's benefits
by considering all veteran’s benefits as resources in awarding aid and deleting these
benefits from relevant sections of the Act dealing with the Pell Grant Family
Contribution Schedule and the CM for all students. The Committee also recommends
that the Secretary retain these data elements on all applications for Federal aid. The
relevant sections of the Act include 411B(d)X1)D), 411C(cX1XC), and 411D(cX1XC)
for the Pell Grant Program and 476(b)}(1)(D) nnd 4/7(a)(1XC) for the CM.

11
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Treating all veteran’s benefits consistently will eliminate much confusion, streamline the
nhwdndmhi;;advepmmdmwmlymmukinmiﬂammm
in any of the programs. The most recent available Department Jell Grant data (1985-
86) indicate that 1.4% of recipients report benefits. The mean award for recipients
reporting benefits is $1,223 and the mean value reported is $3,695. The number
reporting benefits likely has declined since timt time. Thus, the potential Pell Grant
Program costs would not be large. Data were not readily available with which to access
the hi iy cost impact on the campus-based and GSL programs. However, the
Comniittee anticipates that there would be no cost implication in the campus-based
programs, although minor redistributional consequences arc possible, and small cqst
increases for the GSL Program.

The Committse recommends retaining these data on the form, however, since the
elimination of these data from the spplic.tion could require institutions to collect the
data independently and cause increased burden.

Term-Time (Award Year) Earnings

The use of base year income for the determination of family contribution for all

students creates-a conflict within the Act and between the Act and the Department’s

existing regulations concerning the treatment of term-time or within academic year
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eamings. Section 443(b)(4) of the Act requires that institutions discontinue student
work-study funding if a student’s eamings exceed his o her need by more than $200,
Current regulations also rzquire that these earnings be counted as resources in
determining other awards within the award year under consideration. Thus, a student’s
need and potentially his or her awards would be reduced by the amount eamned within
that year, Under the CM, however, a portion or all of these same eamnings would be
considered part of baze year income and would be used again as a resource in paying
for education. The vesult would be double-counting or taxation of these earnings.

Altering the regulations that require institutions to monitor and cunsider these earnings
in awarding aid would restore a long-standing principle for the Title IV programs, the
avoidance of double-counting resources. The Department is moving to issue rcgumiom.
on the matter at this time which will ad4ress the problem within a regulatory context.

In addition, the Cor;‘ess must change section 443(b)(4) of the Act by excluding need-

based eamning. to eliminate this problem.

Displaced Homemaker & Dislocated Worker

The Committee acknowledges the importance of identifying displaced homemakers and
dislocated workers, and recognizes the plight of these groups which have particulagly
great aeed for access to postsecondary educition. The Committee explicitly supports

13
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special attenti>n and treatment for these groups, along with many others with special
circumstances. The Committee is concerned, Mr. regarding the identification of
these groups in the formulse and on the form. The Committee recommends removal
of these categories and the associated questions from the form, but recommens explicit
citation of these categories and ths appropriate treatment (e.g. we of expected year

. income and exclusion of home assets) within the section of the Act dealing with

professional judgement.

The questions needed to identify both groups adds about a dozen queitions to the form
and increases respondent burden. The Committee believes that elimination of these
categories and associated questions from the form will achieve the intended goal--
special treatment for two needy and worthy groups—~ while simplifying the form and
keeping such treatment where it has traditionally been located, within professional

judgement,
Other Issues

Since the Committee submitted its report, several other issues have been raised, each
deserving careful attention. First, many individuals have suggested a change in the
treatment of assets, in particular the family home, farm and business. I believe that the
Committes would support elimination of these and other data from the simplification

14
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penpective. However, the Committee would urge caution with regard to the budgetary
and redistributional effects of eliminating these assets from the calculation of need for

certain familics.

Second, the financial aid community has expressed concern about the contribution from
student earnings. Although the Committee has not taken formal action on this issue, a
careful consideration of the issue is in order, particularly in ligh. of the first two years
experience with the CM,

‘Third, the double-counting of income in assets is a critical issue to consider. The:
Commi*tse took up this issue indirectly when considering the issue of avoiding double-

counting award-year camings. Addressing this problem through exclusion of a portion
of assets is consistent wi*h the Committee’s position on sward-year earnings,

CONCLUSION

The student aid programs require carefui attention and periodic modification if they are

to continue ‘0 serve needy studenta and families effzctively. ... dvisory Committee

has supported the Congress and the Dopartment in making necessary caanges through a
» scries of recommendations on defeult and need analyais,

Tho GeZanit initiativa kad hastges so need analysis are needed to ensure equitable
treamenund‘m;muin support for and faith in the student aid programs. As a means
cf sysiematically dealing with sach issues, the Advisory Committee has created a
standing Subcommittee on Need Analysis and Delivery system to identify issues. The
Committe: intends to regularize its review of need analysis and other aspects of the

mcﬁumm&nmp&dhﬂywmtmﬁenﬂmdmww
can becoms an annual process carried out in  timely and effective manner.

280
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COMMONWEALTH OF PENNSYLVANIA
OFFICE OF THE GOVERNOR
HARRISBURG

THE GOVERNOR

June 13, 1989

Honorable Claiborne pell

Chairmar

Education, Arts and Humanities Subcommittee
Senate Labor and Human Resources Committee
648 Dirksen senate Office Building
Washington, D.C. 20510

Dear Senator Pell:

At the invitation of your gtaff, I am submitting
testimony on President Bush's proposal for a program of
Presideantial Merit Schools. It includes a description of
Pennsylvania's School Performance Incentives Program, which
is now operating and which is similar to the President':
Proposal,

I welcome the opportunity, both now and in the
future, to work with you on this important proposal,

Sincerely,

Robert P. Casey
Guvernor
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PRE}ARED STATEMENT OF ROBERT P. CASEY
GOVERNOR OF PENNSYLVANIA '

Among the many ivportent matters you will address this year
iz >resident Bush's projosal for “Presidential Merit Schools."
*.uis proposal holds out rval promise to focus on school
accountability; to reward ivwprovement in teaching and learning;
and to provide opportunities for collegial decision making by the
staff of Merit Schools.

These are the central featuces of Pennsylvania's new School
Performance Incentives program wiich this year, the firit year,
awarded $5 million in state funds to 202 public schools, an
average of nearly $25,000 per s:hool. These schools strongly
improved their parformance as reasured by student achievement in
reading and mathematics, by rrductions in dropout rates, and by
preparing more students for hicher education. 1In February, at
the request of the U.S. Department of Education, my
administration forwarded the statute and selection criteria to
federal officials for consideration as the Merit Schools proposal
was being formed. Those documents are attached to this
testimony.

We are gratified, therefore, to see many of the features of
Pennsylvania's program reflected in the Merit Schools proposal.
However, based on our initial assessment of the proposed Part G
of Title IV of the Elementary and Secondary Education Act of 1965

2R2
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(20 U.S.C. 2701 et seqg.) we have several concerns about whether
the program, both as proposed and as proposed for amendment,
actually will encourage, produce, and reward real and sustained

improvements in the schools.

One concern is whether to restrict participatisn in the
Merit Schools program to Chapter 1 schools. A second is whether
to use Chapter 1 improvement objectives as the criteria for

earning a Merit School award.

On the first question, we support the proposal as
introduced, holding the incentive for improvement open to all
students. We appreciate the sense behind proposals to make Merit
Schools funds available to the neediest schools. Particularly
given the recent history of federal support for basic education
-= adjusted for inflation, Pennsylvania's allocation of Chapter 1
funds in FY 1989 is only 81.6% of what it was in FY 1980, a loss
of nearly $48.1 million in FY 1989 -~ it is hard to argue with
the need to provide greater support for schools with high

concentrations of disadvantaged students.

Yet we believe it is important not to restrict the Merit
Schools awards to Chapter 1 schools, both because the Congress

should aid disadvantaged schools directly through increasing the
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budget for Chapter 1, and becauss such a restriction would
disserve the real educational purpose of the proposal. All of
the many education reports issued in recent years tell us that we
must succeed at much higher levels with all students, and the
only way to do that is to indist upon and reward improvements at
all schools -- virtually all of which have some students who are

both economically and educationally disadvantaged.

Our experience in Pennsylvania makes this clear. Among the
202 schools which earned School Performance Incentives this year,
nearly one-third were not Chapter 1 schools. A few were in
school districts which are among the wealthiest in the
Commonwealth, because even in those di:..l~t5 the need for
improvement exists. Since we cannot affcs. o leave any child
behind -- including those whom wealthy schools are failing --
neither can we afford to deny any school the incentive to make

atrong improvements.

Also, the insistence on real improvements acts as a
restriction on the school's eligibility in the firat place.
Schools which already provide the superb education which must
become the common experience for all students rarely will benefit
from programs based on improvement since those schools typically

have insufficient room for improvement to qualify for an award.
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Some of the schools which Pennsylvania rewarded this year may not
be eligible in the future because it is statistically imposaible
for them to make improvements to match the current criteria. For
example, gchools where this year 90 to 100 percent of the
students have mastered essential reading and mathematics akills
cannot receive further incentive awards under criteria which

require an improvement of at least }0 percentage points.

Thir experience also points to an anawer to the second
question -- whether to use Chapter 1 program improvement criteria
as the basis for earning a Merit Schools award. The proposal
before you says that states "shall consider" the Chapter 1
improvement objectives when applying the criteria for Merit
School awards to Chapter 1 schools. For the reasons set forth
below, we propose either that it be understood that states may
Zconsider" those criteria without adopting them or that you
revise the language to read "may consider."

Given that the standards for Chapter 1 improvement are
minimum standards of educational progress, we believe that they
are inadequate. Rather, a program of special recognition and

incentives should be based on strong improvements such as we

require in Pennsylvania.




Fully 70 percent of the Pennsylvania schools which earned

School Performance Incentive awards this year were Chapter 1
schools. To us, this is compelling evidence that Chapter 1
schools can make the strong gains which we in Pennsylvania

require. We need not, and should not, settle for less.

Our judgment is that a program of incentives for
improvements should be applied uniformly acroas all schools alike
-- Chapter 1 and non-Chapter 1, public and nonpublic. There is
no such thing as & Chapter 1 adult. But it is for adulthood,
succuessful adulthood, that we educate children. We now are at a
poiit when we must insist upon accelerating the pace of
educational improvement and not upon adopting standards wiaich we
know to be inadequate to the purpose.

There also are purely administrative reasons not to create,
at least in Pennsylvania, a dual incentive aystem with cne set of
standards for Pennsylvania's School Pexrformance Incentives and a
second set of lower standards for Chapter 1 schools. In order to
obtain a school-wide assessment, we would have to mandate a
system for all students solely for the purpose of being eligible
for the Merit Schools program. Even in the same building,

achievement data co_lected for Chapter 1 students is not

collected for non-Chaptar 1 students. Similarly, if we chose to




apply the Chapter 1 criteria universally among the schools, we

would hav2 to mandate assessment and reporting schemes for

schools which have no Chapter 1 students at all.

Both of these alternatives seem unduly burdenscme on school
administrators, teachers, and students and on tlie resources we
have available actually to improve education. Our goal is to put
the maximum number of dollars to work on improvement, not to
create reporting requirements which may be more expensive than
any benefit which a achool could stand to receiv: from

participation in the Merit Schools program.

Recognizing the uniqueness of Pennsylvania's position, we
therefore recommend that the states be given the option to uge
Chapter 1 improvement measures or not, as makes sense to each

state, to determine the criteria for receiving a Merit Schools
award.

Other aspects of the Merit Schools proposal which we ask you
to examine closely concern the *wecific measures used as the
basis of awards to schools; the use of funds awarded under the

program; and some further administrative considerations.

Having strugglesd with the issue of measures of school



performance in creating and implementing Pennsylvania's school
Performance Incentives program, we caution you to examine closely
the use of "process” measures (the ways or conditions in which
students learn) as distinguished from "outcome" measures (the
content of what they learn). Such measures of school performance
as "the degree to which the school demonstrates progress in
achieving and maintaining a safe environment, including reduction
or elimination of problems related to druy and alcohol use"
(Section 4708(b)(2)(B)) and "improvements in school leadership,
the teaching and learning environment, and parental and community
support and involvement" (Section 4708(c)(1)(B)) are examples of

"process" measures.

In Pennsylvania, we are encouraging family and school
relationships through a program called "Families and School:
Support from the Home Team." 1In little more than a year, this
program has distributed more than eight million pieces of
literature describing what families can do at home to support the
work of the schools and what schools can do to enlist families as
partners in th; education of their children. Recently, the

program won its second national award for excellence,

We also are waging war on drugs. Our General Assembly now
has before it my proposal to invest $140 million in PennFree, a
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plan to attack the drug problem on all fronts with a substantial
investment in education as well as in treatment and law
enforcement. Together with our nationally recognized Student
Assistance Program, we intend to bocume in all respects a model
for the nation in combatting drugs.

Finally, we have created a Principals Academy on
Instructional Leadership, which some 500 principals have attended
over the past two years. The four-day academy trains principals
in wavys to keep their focus of their work on instruction --
working with teachers to improve teaching skills, the climate for
learning in the schools, and team building among other elements
of effective school management.

’

We mention these efforts to illustrate that we know that

-successful learning is more likely to occur in gchools which are

free of drugs and which have effective leadership and strong
community and family support. However, those conditions do not
necessarily Produce high student achiavement -- if, for example,
taachera are not armed with a command of teaching strategies
which are known to be effective -- and therefore do not give us
confidence that. student achievement is improving. We agree that
it is urgent to focus on these conditions of teaching and

learning,. and we are doing so in Pennsylvania in strong and
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sustained ways; but we disagree that thesa can be construed as

measures of actual student achievement.

Additionally, states and schools likely do not have data
bases which describe the "process" measures with sufficient
certainty to be the basis for the expenditure of public funds.
Certainly Pennsylvania does not, nor is it clear to us that the
"process" measures are in fact measurable. To support the sound
intent of the proposal, we accept the challenge to make them
measurable, but ve also ask that these "process" measures be made
optional until we can establish with confidence that improvements

in these areas are real.

Rather, we urge that the dollars available for improveﬁent
incentives be focused first on the "outcome" measures of
improvement which the Merit Schools program proposes -- student
mastery of reading, writing, and mathematics skills; reductions
in dropouts and encouraging dropouts to return to school; college
entrance rates; and graduate employment rates. These measures
describe the improvements which are most importaeut to us and,

ultimately, to the students themselves.

We therefore recommend that the "process" measures described
above be included as optional, not mandatory, measures which will
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gserve as the basis for Merit Schools awards as the states develop
consisteat ways to document their occurrence in the schools and
their direct relation to student achievement.

The use of funds awarded to Merit Schools is another issue
which deserves close attention so that ws may be sure that funds
awarded to schools continue to advance the important purpose of
improving education. With only one exception, Section 4710
does so. The sole exception is paragraph (3), "bonus payments

for faculty and aémin.strators."

Pennsylvania's program of School Performance Incentives
takes the position that award monies are best used to reinvest in
making further strong improvements in the s—~hools, a position
which we believe is sound because it furthers one central intent
of the program, which i8 to recognize the need for continuing
improvements. As stated above in the context of Chapter 1, the
best schools will qualify for awards for only one or two years.
The great majority of award-winning schools in future years will

be those wnich s:till have a long way to go.

It therefore appears correct to us to require that

award-winning schools use their awards to continue and to

increase the pace of their progress in the manner suggested by

2:;1




the other paragraphs of Section 4710.

We further suggest an addition to this section, one which is
based in the report of the Carnegie Forum on Education and

Economy, A Nation Prepared: Teachers for the 21st Century, and

which we are finding to be of great meaning in Pennsylvania. It
is a requirement that the staff of an award-winning s .00l --
teachers, principals, guidance counselors, librarians, clerical
and support staff, and all the rest -- participate collegially in
planning how to reinvest their awards to achieve further
improvements in the school. The Carnegie Forum states the reason
succinctly: "It is particularly important in a school setting to
emphasize and reward the entire staff for student progress.
First, because the contribution of individual teachers to student
progress is extremely difficult to measure and, secont, because
it is important to provide strong incentives to the staff to work

as a team on behalf of the students." (p. 91)

In this way, an incentive program provides and compels an
'opportunity for the staff to have a greater voice over the work
of the school, which is a central recommendation not only of the

Carnegie Forum but of every serious national repsrt on the means

now needed to improve school performance.
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We therefore recommend 1) that the provision for "bonus

payments for faculty and administrators" be deleted; and 2) that
the proposal be amended to require that "the usas oi incentive
funds...shall be determined by the reguiar full-time and
part-time school employees in the school through a selection
procass of their own choice. The plan of the school emplovees
regarding the use of the funds shall be presented to the board of
school directors and shall be implemented unless the board of

school directors disapproves within sixty davs of its receipt.

If the plan is disapproved. the school employees may resubmit a
new plan which the board of school directors shall consider as

provided herein." 24 P.S. Section 2595 (e) and (f}.

Three other issues concern administration of the program at
the state level. Of less importance than the educational merits
of the incentive proposal, but carrying significant weight
nonetheless, is the requirement in Section 4705(b) that states
submit a four-year application which contains "the criteria the
State educational agency will use to select 2residential Merit
Schools." At the least, this requirement should make explicit
that states may amend their criteria, either to change the
criteria for existing measures of school imp:rovement or to add

new measures of school improvement, during the four-year period.

Q 2253:;
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Even having our School Performance Iacentive program in
place, Pennsylvania is continuing to develop new measures of
school pefformance == for vocational education, for higher-order
learning in both elementary and secondary grades, and potentially
other measures suggested by our schools. It will be a disservice
to the schools not to have the freedom to pursuc additional
measures, or to refine existiug ones, during the life of the

Merit Schools progran.

We therefore recommend that states be permitted to .mend
their four-year plans as often as annually to provide for new or

revised criteria for earning a Merit Schools award.

Additionally, there will be some cost in time and dollars to
create the data systems which will allow nonpublic schools to
participate in the Merit Schools program. Pennsylvania, whose
School Performance Incentive program applies only to the public
schools, does not now have data on student achievement in
nonpublic schoois which will permit knowing whether the schools
have improved from year to year. To create such a data base will
require at least two years and perhaps three before nonpublic
schools can participate on a basis which is comparable to the

public schools.
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While we welcome the participa‘.ion of nonpublic schools in

the Merit Schools program, we want you to be aware of the hidden
costs and to encourage you to see that the final legislation

provides for those costs.

Third, the requirement for a "state review panel to assist
in the selection of Presidential Merit Schools," Section 4707,
becomes largely unnecessary for that stated purpose if we limit
eligibility for awards to outcome measures. That is, by adopting
statis :ical performance measures such as student achievement on
reading and mathematics tests, dropout rates, and
going-to-college rates, the identification of strongly improving
schocls is a ministerial one. The need for informed and
representative judgment arises instead around the tasks of
selecting the outcome measures to be used and the degree of

improvement required for a school to receive an award.

We therefore recommend that Section 4707 (a)(1l] be amended
to read: "Each State educational agency shall ustablish a State
review panel to assist in determining the measures to be used and

the degree of improvement required for schools to receive

Presidential Merit Schools awards."

Thank you for the opportunity to present Pennsylvaaia's

experience with our School Performance Incentives program as you
begin to examine the Merit Schools proposal. We believe the
President's proposal promises to be a driving force to improve
teaching and learning, and we submit these recommendations in

that spirit.

245



E s vt -

291

-16-

SUMMARY OF TECOMMENDATIONS

1. Keep the Presidential Merit Schools program open to all
schools. Do not restrict it to Chapter 1 schools. (Testimony

page 2.)

2. Do not require the use of Chapter 1 program improvement
criteria as the basis for determining Mexrit Schools awards. Make

these criteria optlonal for the states. (Testimony page 4.)

3. Do not mandate the use of "process" measures -- Section
4708(b)(2)(B) and section 4708(c)(1)(B). Make those measures
optional for the states. (Testimony page 6.)

4. Delete Section 4710(3) -- "bonus payments for faculty and

administrators.”" (Testimeny page 10.)

5. Add a requirement that award funds be used to achieve further
improvements in the schools and that the use of award funds be
determined by the staff of the school which has earned the award,
subject to approval by the school district's board of directors.

(Testimony page 11.)

6. Permit states to amend their four-year plans as often as

annually. (Testimony page 12.)

.....




7. Consider providing funds for states to develop data systems
to measure the performance of nonpublic schools. (Testimony page
13.)

8. Amend Section 4707(a)(l) to give the state review panel the
charge to assist in determining the measures to be used and the
degree of improvement required Zor schools to receive an award.
Delete the charge to assist in the selection of schools.

(Testimony page 14.)
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amount_so calcuylated _shall be_paid to each gualifying schogl
district. intocmediate unit and_acea_vecational-technical schoal
br_the Depaitment of Education during sach school vear for which
each_school district. intecsediate uoit_and acea vocational-
tachnical schoal gualifizs out of the funds appropriated to the
dapactment for this purposds

4c) __roc_each school yeax for which a school district,
iotacsediate gnit sod_srea vocational-technical school gualifies
for_a_special_paymgnt_undec subsection (a). the entire
tplorer®s shace.of contcibutions o the Pablic School Esplove's
Ratirem~nt_Pund_and Socisl Socucity attcibstable to the salacy
increase iwples2nted pacsyant to section 1182,3 shall be paid
fac_each school district. intermediatg wnit and_acea vocatiopal-
techoical school out of funds aoproogiated to.the Departmant of
kducation for_such_narposusas

dection_2335._ _School Pagformanca_Incentives,=-=f{a) _The
Racpose Of this_section_is to _establish a program of schoal
eacformance iacentives to geward significent educational
isprovements. to_evoke farsher school performsnce improvement
and_to fostar collegial particieation by school employes in
iapcQving school pucformancy.

db) __Any_public elemsntacy school. secondaty school or acea
rocational-tachnical school is eligible to participste in_the
school pertormaDnce. RLORCAM.

dc) (N _school pecformance will ba dotogmined by
luprovemenss_io_student accoeplishmeat.using_the following
cciteria:

dil__stadent _schievement as measscad by pecformance on_tests
devalopad ac_aeekoved by the State bhoacd through cegelation and
RATAzant _to_this.acts
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4ii)  dropout catws as_maasured by the inctuase in the

. kcoportion of students continaing thuic educution in grades

sayen through tuelyes oc

44ii) _sxsdants_ecepsced to go on to hiahac. sdncation ag
stasugad by ap iacceasa in the propartion of high school
students_saking the Scholastic Aptitudp Tests.and.an_ipcresse ia
the.avacaga _acoren op dcholastic Aptitude Tests.

{20 __Imorovemonts i schcol pecforwsnce. sball be calcalated
on_pepforeince. levels. dacing _tha vear prioc to tho vear in which
iocentive oaymenta_ace siade ronpated t2_pecformance lavols
dacing_either tae immadiately ptuceding ysar ox the ayerasa uf
the tuo immgdiately or>cadipg yeacs.

L1 __All_data_ssbeiasioos £ros the schools ahall be subject
ta_andis and any incentive payment ssounts subagguantly
datezsigad.to_bo _axcessivu. dme tq _jnappiopciate_data shall bo
dedacted from sxbasguent Eaualized Swhsidy foc Basic Edscation
paymants.

{8) 2xba_Seccatacx. of Education shall mopitor and svalgate
the.critecia for selpction of schools and shall_annually
datermion and_cablish the ceguiced level of perfotmance
iancovesent for schools to_be awatdsd incantive payasots.
Badioping with _paysents to be made ducing the 1990-1991 fiscal
Y2ACl. any cevisions gLall be stoposed .ot bafore Septembar i
pr.the fiscal vear prior ko the fiscal_yeac in. which the
incentive paveente ace to be distributed,

4d) __Tha Secretacy of Education shall award_on acgcount of
each_school that maste the. geguired level of pexformance
iwpcovapent_an_smount detprmioed by dividing tha total fell-tima
eanivalent ucofessional swploves of tho gealifying schools into

the_asoont _anoually specopriated for tha_schqol pecformance
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iocentives. Tha incaataze 'vards.wall be_distgibuied to gtha
school districts based oo she.number of full-timu 2gaivalent
ecofessional_euployus at tha_gealifying schools Bach_school
pagformance iocentiyn payaent shall be_wade_io_a_sioglu_payment,
sad the. Saccetacy of Rducation.shall_dcay his geguisition upon
the_State_Iceasucak in favor. of cach.school district with
gralifying. schools.

el __£3)__Jocentive_fuods_shall be paid._to the schogl
distcict for.use only by schools which gmalify_ pucsuant to
subsection.dcl. Rayments. teceived by schuol distcicts with
gualifying schools_mar_be wpplied o ope Or moka Of the
fallowing_uses:

fi)__teaching materiala. including_bogks. audig-yisual aids
aod_computer sefivwace:

Liil __initiatives which reach to_families v _ayoke home
auux:.at-:ha.mn-nt.sha-&ahnnl-and.ng_guiaa_umua_nuuea
ia_the schoolz

Liiil__assistaoce in_the introd.zsion_or adyancement of
cuckiculac_and.instructaonal AmpCi¥esaptsi

div)__othac.usas. ceasouably wxvected to improve school
eacformanc: ocr-to_aghanca.teachiny and learning op the
aducatiunal climata_of the school,

f2)__uses of ioceutive tunds. as_ecovided for in paragtamh
{1l of shis subsacsion. in_each school shall be datermined by
the requlac full-time.gnd papsc-tame schaol employas in the
school _througb-a_selectiou pxocesd of thoik choice, Thy plan of
the_gchool veplo¥eid reuacding uges f the incentive funds.shall
ba_pkasonted $2 the boakd of school. dicectokrs and shall be
iselemantod. gnless_the board of school dicoctors disapprovos
witbin sisty days. of its_cecaipt, 1€ tha_plan is disspacovad.
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the.achool_gmployas way_cesubmit a_ouy_plan_which the board of

-achool digacsors shall.conaidec as_provided hagedn.

1£) __Incentivu fands_ecovidad pucsuant to_this section shall
be_nsed._to sizeiesunt and_not L0 supplant any Other squrces.of
fanda_foc tha 2pacaticn. ol the gualifying_schools and the
lastructional oroucas of much schools,

fel__L10__Zach_school.district ceceiving a_school becformance
dncentive pavmant shall cepozt to the_Saczetagy of Edycation_no
later_than Octaber 31 of the fiscal yoac._following tha veac in
uhich_such_funds. wecs expended_on. the ase of the funds, the
Tasulta of tha_use of such_funds and tho._saintenance of the
£iscal offort.ou bahalf ot gpalifyina achool buildinas of such
school_diatcicts. Recorts by school digtricts. as pravided for
io_this sabaectidn..shall_ba_ submitted in_a_farm detoceined by
the Secretacy of Ediucations

L2)__tho_Seccetacy of Education shall.annually file with_the
flucasion. Coanittee Of tha House of Ropresantatives and_the
kducation Cowmittac f tho Sepatu a_reeert on_the_oparation_of
th2_school vacformance incentives_eroacam provided for hecein, .
includice_aox_cecommandations for chane2s.io-tha_salectiQn )
scitecia,

13) By Seotembec 15. 19392, the Secretary af Education shall
Caport to the Chaicman.and Minocity Chairman 2f_the Education
Coemittea D€ _tho Housu of Bapresuntatives and to the Chairman
aad. Hinoxity Chaiceun of the Edacation Comeittec of the Sanate
Qna-xha.iﬁan&iiin;:tnn.nz_axaauLa:z-alu:n&innll.ntnsxﬂna
dnitiated in_vacious schaols which_cesalssd_in supecior
wackormance improvamenti _xecoameodations. of mathods of
encouragina_ceplication of thusa pcograms:_and avaluation and

tacommuadations_on_vhethar these_prograns_ghould be continmed of
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A} _Nothing_in_this szction_shall ba_constzued to deprive
aar.umploya. any.zmplove ocganization or ary public employer of
a0y kights, fnclading tights of repcesantaticp. enjoyed andec
the_act of July 23, 1270 (R.L.563. N0.135). known a3 the “"Poblic
Eaplovo Relatigos Act.” oc.godac other erovisionk of this act,

Section 2596, _Spucial_sStudy on the Rovenua Impactk of Out-of-
3tate Tax Credits.c—(a)l _The Dopacteunt of EKducation shall
andextake a_spacial _stady fo assess the revepue impact on
Pannaylvania_school districts of cesidents who_wock im bordecing
statesd Pacticulac emphasis shall ba_plaged. on. distgicts meeting
tha_folloying _critacias

Q1) _pistpicta _that_levy a local eagnud incowe tax spder tha
act_of Paceshat. 31 1963 (P, La12537, No.311). known as “The Local
Tax_Roabling_Agt:i”® and

£2) __pjstricts_that include as residept taxpayscs individuals
who ace sablech_to_State and/oc_lozal_igcome taxes at their opt-
ef-State placa of omployment and wha,. therafors. claim tax
credite in_Peonsylvapia.as a _gesalt ol these levies,

dbl.__The_assessecnt shall_inclode:

1) __1dentification of all districts which meet the abova
coiteria.

42) __cCompilation of data indicating. on a_pec district basis.
tha_nueber of cesidont. tax payecs claising a tax cradit for out-
pf-State payseatss

43) __Analysis of the individual taxeavor qata in_ordec go
sapanas the wifect on_the lucal and_Stato revemnss.for _eagch
affacted _uchool disscict.

{c) Tha Sacretars ol Edacation shall preseat a reeoct
saspazizini_the casalte 2L _this_study_to she Chaicman.and_tha
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CRITERIA FOR PENNSYLVANIA'S SCHOOL PERFORMANCE INCENTIVES PROGRAM
SCHOOL YEAR 1988-89

luproved Student Achievement in Reading and Mathemgtics

To qualify for a School Performance Incentive award, schools had
to raise the percentage of students achieving a command of essential
reading and mathematics skills by at least 10 percentage points in
each subject and grade teste:! in the building, comparing 1986-87 to
1987-88. Student achievement was measured by the Commonwealth s Test
of Essential Learning Skills, a criterion-referenced assessment of
reacing and mathematics given to all 3rd, 5th, and 8th grade students
in the public schools.

Pennsylvania's statewide improvement in 1987-88 was 2.4
percentage points.

Iaproved Dropout Rates

To qualify for a School Performance Incentive award, schools had
to reduce their annual dropout rate by at least 1.8 percentage points
from 1986-87 to 1987-88. Schools with fewer than 15 dropouts in
1986-87 were not eligible. The annual dropout rate is computed by
dividing the number of dropouts during the school year by the school's
enrollment in grades 7-12.

Pennsylvania's statewide dropout rate for 1986-87 was 2.8
percent,

Jlaoroved Student Prevaration for Higher Educacion

To qualify for a School Performance Incentive award, schools had
to achieve gither an increase of eight percentage points in the
percent of seniors taking the Scholastic Aptitude Test (SAT) plus some
gain in both verbal and mathematics scores or an increase of at least
35 points in the sum of the average verbal and mathematics mean scores
plus some increase in the participation rate. The results for the
class of 1988 were coapared with the combined results for the classes
of 1986 and 1987,

Statewide in Pennsylvania, the class of 1988 had eight percent
more seniors taking the SATs than the classes of 1986 and 1987. The
total verbal and mathematics mean scores for the class of 1988 were
6.5 points lower than for the classes of 1986 and 1987.
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The Coliege Board
717 Massachusetts Avenus, N.W , Washingion, D.C. 20038
202) 332-1134

Weshinewn Office June 12, 1989

Honorable Claiborne Pell

Chairman

Subcommittee on Educction

U.S. Senate

SR-335 Russell Senate Office
Building

Washington, DC 20510-3901

Dear Senator Pell:

Enclosed are two papers that may be useful to your subcommittee in
considering amendments to the Congressional Hethodo!o?y under Title [V of the
Highcr Education Act. I hoge they mighe be included in the record of the
subcomittee heuring scheduled for June 13.

Both papers grow out of extensive analysis by the Cosmittee on Standards
of Ability to Pay of the College Scholarship Service (CSS). The first,
"Agenda fo.* Change," recommends adjustments t~ %-¢ Congressional Methcdology
needed to address prob).as that have come to tight since the methodology was
implemented starting last year. The second paper, "Approaches to
Simplification,” suggests more radical alternatives for simpl‘fying the need
analysis system, especially for low income students.

A1so enclosed are graphic charts, based on the CSS fiHn? population, that
depict the shifts in dependency status and in student eligibility as a result
of the transition to the Congressional Methodology.

Please let me know if the College Board can provide additional information
or analysis.

Sincerely,

M & %w/-ﬁc

Lawrence E. Gladieux
Executive Oirector

LEG/veg
Enclosures
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Jhe Congressional Methodology:
Agenda for Change

A Discussion Paper from the College Scholarship Sarvice (CS3) Council
Comittee on Standards of Abflity to Pay (CSAP)
Prepared for the 1989 Ragional Neetings of the Colleg: Board

Preface

Since the 1988 College Board regional meetings at which memser opinion
was gathered regard1nq needed fmprovements to the Congressiinal
Methodology (CM), the College Scholarship Service (CSS) Corncil's
Committee on Standards of Ability to Pay (CSAP) has spent 1 gcod part of
its time refining its agenda for change. Staff has commur.icated CSAP
positions on the Congressional Methodology and its problems to both the
Advisory Committee on Student Financial Assistance and to Congressional
staff during the past year. Furthermore, CSAP members have continued to
analyze the impact of the new methodology on CS3 filers and to s tudy
proposals made by the Advisory Committee and statutory language
considered by the Congress as part of default-reduction inftiatives.
Ouring the need analysis session at each regional meeting, Committee
members will seek further comments from the CSS Assembly (CSSA)
membership about CM problems and potentia! solutions.

Independent Student Definition
The problem

In reauthor1z1n? the Higher Education Amendments in 1985, the Congress
changed the definition of independence, incorporating both "automatic®
criteria (age, veteran status, family status, etc.) and “conditional®
criteria (tax exemption, self-sufficiency) requiring documentation by the
aid administrator. These conditional criteria which are defined
differently for unmarried undergraduates than for married undernraduates
or graduate students, have increased in complexity each yea* for students
applying for aid. For example, the 1989-90 FAF asks unmarried
undergraduates to complete as many as nine separate questions about their
dependenty status. Both the response sets and the branching instructions
on the form are lengthy and complex. Furthermore, the definition of
resources is complicated and invites error-prone responses. Finally, it
s almost impossible to descrive in simple terms to a student or to
parents the qualificaticns for independent status.

g% College Scholarship Service

.

a05

ERIC

Aruitoxt provided by Eic:

a .

The Callege Board AYOE e Avenne Nawv YOIl New el (600342 200

T2




. 301

-2-

Unless the law s changed before the design of the 1990-91 FAF is
complete, the aid community can anticipate an additional branching
instrurctinn in the question about when the student first received federal
aid, as well as an additional question regarding the student's resources
in 19500 and 1989. One can l1ook 2 few years into the future and envision
an entive page of the form dedicated to questions concerning the
student's status.

Is the current definition accomplishing Congressional intent?

In changing the definition, Congress tried to eliminate criteria which
were difficult to document (e.g., wvhether the student 1ived with or
received support from parents) and to preserve the integrity of the
definition by incorporating a test of ulf—suggort. Furthersore,
Congress recognized certain exceptional situations which would justify
agpliution of professional judgment in the determination of a student's
status.

It nov appears, however, that one effect of removing the "difficult to
document™ criteria may have been the creation of a new loophole in the
dafinition. As families begin to understand the current criteria, 1t is
possible to i» pine that parents of high school stude.ts from middle and
upper income fi .11es may decide not to claim their child during the two
years prior to postsecondary enroliment so that the child can apply for
aid as an independent student. Although CSS has no hard evidence that
such decisions are common, anecdotal evidence from the aid community
suggests that this loophole may detract from the attempt to tighten the
definition through the test of self-support.

What do we know about the impact of the new definition on CSS filers?

CSS National Susmary Data (NSD) reports from the past three years reveal
that more students are independent under the new definition than under
the old definition. They also tell us that sincs 1986-87, the number of
dependent graduate students has decreased significantly. Table A shows
comparative data:

TABLE A - Dependency Status of CSS Filers

% of % of graduate/
total filers professiona) filers
2-88  88-89
Dependent 66.9% 63.1% 62.4% 29.7% 9.2% 8.3
Independent 33.1%  36.9%  37.6% 70.3%2 90.8% 9171
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It 4s also interesting to examine the various dependency criteria to
1earn which have the most significant impact on determination of
independence for the CSS filing population. Table B, based on the fall
1988 NSD report, shows that most students establish their independence
based on the automatic criteria. (Note, however, that a student may be
counted in more than one 1ine on the tabie since the table is constructed
based on answers to questions 45-50 on the 1988-89 FAF.)

TABLE B —~ Independent Student Criteria

% of Filers Meeting
Criteria for Independence

Over age 24 28.0%
Veteran 3.0%
Orphan/ward of court 1.2%
Legal dependents 12.6%
Undergrad condi*ional

criteria (Q. 46-49) 3.7%
Graduate/married

conditional criteria (Q. 50) 2.9%

It s also interesting to note that very few aid administrators have bren
using the €SS dependency override capahility. Through November, 1988,
only 5,400 students (.2 percent of the total filers) were processed as
independent tased on tho aid administrator's professional judgment.
Furthermore, only 115 students (.004 percent of the total filers) were
processed as dependent because they were claimed as a tax exemption
during the previous year.

Possible solutions

Included in last fall's default-reduction legislative initiatives were
several proposed changes to the independunt student definition:

[ ] A provision that married students and graduate/professional
students (House bill only) be considered automatically
independent;

B A provision that single undergraduates under age 24 who were
determined independent retain that status unless subsequently
claimed as a tax exemption by a parent;

[ ] A provision that would require a first-time independent student
to demonstrate self-support during the two calendar years prior
to the first calendar year of the award year and remove student
firancial aid from the definition of resources; and
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[ ] A provision that would permit students with annual total
resources of less than $4000 to demonstrate self-support.

These proposed changes attempted to deal with the complex issues cited
earlier in this paper. Although these legislative initiatives did not
pass in the last session, the 101st Congress may reconsider many of these
same {ssues when it convenes. Therefore, it is 1-gortant that the CSSA
membership advise CSAP on the best solution to problems created by the
independent student definition.

Questions for consideration by the CSSA membership:

a. Should oraduate/professivnal students be automatically
{ndepen. 1t?

b. Should rarried students be automatically independent?

¢. How should the form ask a question regarding the student's prior
independent status? (Yo date, federally approved forms have
never used the terms dependent or independent to describe
student status.)

d. Would the tes’ be improved by restoring the criterion relating
to whether the student 1ived with parents during the two
calendar years prior to the first calendar year of the award
year? 1f not, is there reason to be concerned about the new
“loophote"?

e. Since so few students establish their independence based on tne
“conditional” criteria, could the definition be sizpiified by
the conditional criteria, aflowing aid
administrators to make exceptions based on professional judgment
when 3 legitimately independent student does not meet any of the
automatic criteria? Can such a treatmeat be administered with
equity, given the diverse ald sources involved?

Dislocated Worker and Displaced Homemaker Variants

The problem

The Congress made provisions in the statute for varfations on the regular
CM analysis to actount for the special problems of dislocated workers and
displaced homemakers. The provisions, ho: °ver, have added complexity to
the form, the instruction;, and the process.

What do we know about the impact of these variants on CSS filers?

A sery small percentage of CSS filers indicate that they are efther
dislocated workers or displaced homemakers. Some of them also qualify
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for the Simple Needs Test and receive special treatment under that
varfant. Fewer tha- Lair ot " displaced homemakers, however, indicate

home ownership Sud, as a r+° recefve no benefit from the analysis
variant. “lually, anecdcic. Jence from users, indicate that many of
those wno indicate Jislnes®  _yrker status, do not actually meet the
criceria.

Table C provides summary data on CSS tilers who were processed as
dislocated workers or displaced homemakers.

TABLE C - Percent of Dislocated Workers, Displaced Homemakers

Indecendent Dependent
% Parents 1 Parents 1 % Students % Students %
Primary Secondary Owning Primary Secondary Owning
Dislocated .
5
Horkers 2.5% 4% 67.11 1.9 1.5 24.41
Displaced
Homemakers 1.6% 1.2% 45.41 1.41 3.41 15.31

Possible solutions

During last fall's default reduction initiatives, there was 2 proposal to
eliminate both the dislocated worker and displaced homemaker variants
from the CM and Pell methodologies. Instead, these circumstances were
characterized as examples of situations that could be handled through
professional Jud?ment. for example, by excluding the net value of other
real estate and investments, as well as home equity, from consideration.

CSAP supports the idea of using professional Judgment to adjust the
family contributicn in cases where dislocated-worker or
displaced-homemaker status reduces the family's capacity to contribute.
In addition, CSAP favors removing the dislocated-worker and
displaced-homemaker que-tions from the need analysis form.

Questions for consideration by the CSSA membership:

a. Should the distocated worker and displaced homemaker variants be
eliminated in favor of adjustments to the analysis based on
professional judgment?

b. Acknowledging the 1egitimate concerns for the economic problems of
such individuals, how best can aid administrators identify such
exceptional situations, particularly if the questicns are
eliminated from the form?
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Base-Year Income
The probles

The CM uses base-year earnings to compute the student contribution for both
dependent students and independent students. Gase-year earnings have the
advantage of bﬂng verifiable. However, for students making the transition
from Mgh school to postsecondary education or from a full-time job to
graduate school, base-year earnings may not Le an accurate predictor of
academic-year earnings.

Currently, aid adainistrators handle this problem b{ deciding, on a
case~-by~case basis, to disregard the base-year earnings and to use either a
ainisum contribution or reported estisated-ymar earnings. This approach has
become a difficult administrative problem, however, since adjustments may be
required in more “ases than not for both entering first-~ and second-year

students. Furthermore, many undcr?nduutc and graduate students are receiving

initial information about eligibility and aid which is misleading, because
high base-year earnings were used to compute their contribution.

"It has been suggested that the use of base vear income results in the

double-counting of income, since it may be reported both as income in the

base~year and as savings or investments on the asset side of the compucation.

Khat do we know about the fmpact of tha use of base-year income?

Using fall NSD figures, one can co1¢re the 1987-88 and 1988-39 average
contributions for dependent {ilers bases on their year in school. For sach
groug. the average (¥ contribution from income computed in 1988-8% is
significantly higher than the average Uniform mthodoloq {UM) contribution
from income computed in 1987-88. Table D displays this information.

TABLE D ~ Average CM and UM Contributions for Dependent Students

1987~88 1988-89
Average UM Avcru?e CM
Contribution from Contribution from %
Year in School Income Analysis Income Analysis Difference
First 780 1474 +89%
Second 938 1778 +902
Third 966 1964 +103%
Fourth/fifth 981 2089 +113%
Grad/professional 1043 1997 +91%

1988~89 National Summary Data tables provide additional insight, in the
case of both dependent and independent filers, into how much higher
reported base-year income is than estimated summer and academic-year
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income for CSS filer<, as displayed in Table E:

TABLE E - Average Base Year and Estimated Year Income

— Dependent Igggngggnt
|___Freshmen | All Others Undergrads Grads
Average Base Year

Income $2122 $2988 $10.607 $13.496
Average Estimated

Summer + Academic Year
_Income

_$1290 $1866 $9.308 $10,336
% Difference =-39% ~36% ~12% =232

NSD reports also reveal that almost 47 percent of dependent CSS filers, ang
about 51 percent of independent filers report estimated summer and
academic-year income that is at least 10 percent Yess than base-year income.
In only about 3 percent of the dependent cases any about 11 percent of the
independent cases does estimated~year income exceed base-year income by $2000
or more.

Possible solutions

The Senate 1988 default reduction contained proposed changes to the CM that
addressed the base-year income problem for dependent students, which appears
to be more serious for dependent students than for independent students ¢as
Table E demonstrates). The bill would have changed the income assessment rate
for dependent students’ earnings from 70 percent to “not less than 50
percent.” This wording would have provided the aid administrator flexibility
to determine the most appropriate assessment rate for dependent students on
each campus.

In addition, both the Senate and House bi111s included a provision to exclude
student assets that did not exceed the student's available income.

Questions for consideration by the CSSA membership:

a.  Does professional judgment on a case-by-case basis provide a
satisfactory means of adjusting the student contribution when
base-yezr income is not indicative of academic-year income?
Khat policies have institutions adopted to handle the base-year
income problem?

b.  Should the assessment rate be veduced for dependent applicants,

as was proposed in the Serate bi11? Should the same change be
made for {ndependent students without dependents?

Ji1
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c. Is the double-counting of base-year earnings a problem? Is the
revised asset treatment an appropriate solution?

d.  CSAP has previously suggested ignoning base-year income for
entering u.ndergrldunte and graduate students and to expect a
minimum contribution (typically $700 for entering freshmen and
$1200 for entering graduate students). Is there support for
this position?

¢. Have any institutions or state agencies done research on the
accuracy of students' reported estimated-year income?

Parent's Enroliment in College
The problma

The Higher Education Amendments of 1986 rainstituted a provision to
include pareats enrolled in postsecondary education in the
number-in-college adjustment. Anoﬂnf the parent’'s enroliment tn
college to reduce the parent contribution was fdentified by CSS and other
need analysis services as a problem in the UM several years ago. A
recomendation was made to the National Student Atd Coalition in 1982 %o
¢liminate the parent from the number in college adjustment, and the
Coalition approved the change for the 1984-85 processing cycle. The
reasons cited for the change at the time were: 1), that more and more
parents were enrol1ing 1n colleges which charged 11#%1e or no tuition and
fees; 2) that they were enrolled 1n personal develu sent courses rather
than degree or certificate programs; and 3) that reducing the parent
contribution in such cases distorted the measurement of parents’ abtlity
to pay. furthermore, 1t was pointed out that the related SMA adjustment
for additional onroﬁns assumes that a chiid will move out of the home
to attend school; the enrolled parent will not do so. In addition, the
current O adjustment disproportionately benefits families at the high
end of the scale, while lower income families receive virtually no
benefit from the treatment.

Possible solutions

Both the House and the Senate default-reduction 1nitiatives last fall
attempted to deal with this {ssue by stipulating that to be counted in
the number-in-college, a parent would have to be enrolled in a degree,
credential, or certificate progras.

Such an approach addresses one of CSAP's concerns about the CM treatment
of parents' enroliment {n college, since 1t wou'd eliminate those parents
enrolled {n personal development classes from the number-in-college
adjustment. However, CSAP would further propose that the treatment be
changed to rvaJIrtnts from the number in college adjustment, but to
allow their unreimbursed direct educational expenses as an allowance
against {ncome. CSAP belteves this approach would minimize the
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vertical-equity problems created by the current CM treatment, and would
provide benefits for all affected parents, no matter how low their
income. This treatment would be similar to the CM approach to
unreimbursed elementary- and secondary-schoo! tuition.

Questions for consideration by the CSSA membership:

a. Should the CM be changed to eliminate consideration of the
sagont's enroliment in college, as was the case in the 1984-85

b. Hould a more equitable alternative be to allow parents’
unreimhursed direct educational expenses, incurred through
enrollment in a degree, credential, or certificate program, as
an allowance against income?

Treatment of Independent Students with Dependents
The problem

It has been suggested by some observers *hat the most fundamental problem
in the CM involves the treatment of independent students with dependents,
including married couples with no children, who are analyzed in the same
wdy as parents of Jependent students. CSAP has several concerns about
the methodology as it app)‘~s to these students.

First, the Comnittee believes that married couples without children do
not have the same financial pressures as students with children, and that
they should not be treated the same way in the need-analysis system.

Second, the CM does not work well for married couples when both spouses
are enrolled in postsecondary education. Assuming that both spouses
apply for financial aid, the same total income and assets are reported on
both applications; the income is doubly protected by the Standard
Maintenance Allowance (SMA) 1u each student's an2lysis; the assets are
doubly protetted by the Asset Protection Allowance in each student's
analysis; an expense budget 1s assigned for each spouse which takes into
account certain expenses which were 21ready accounted for in the SMA.
The problem is further exacerbated when there are children, since
children are included in the SMA twice--once in each spouse's analysis.
The result is a contribution from each spouse which {is unreasonably low
and inequitable when compared with similar families with only one
enrolled spouse.

Third, CSAP believes that the CM treatment fails the tect of vertical
equity, since contribution levels do not increase proportionately as
income increases. This creates problems for the aid administrator who
must identify the neediest students for targeting 1imitsd student aid
funds.
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What is the iupact of the ON treatment on independent students with
deper.d-ats?

In general, contributions from independent stude.its with dependents are
auch lover ufider tie CN than they were ynder the LN, despite the use of
base year incoms. Conversely, average contributions for independent
students without dependents are about 45 percent higher under CM than
they vere in 1987-88 under UN. Table F demonstrates these findings,

TABLE F - Average ON and M Contributions for Independent Filers

% of 83-89 88-39
Indegendent | ..verage OM

Un

Single with no child
Single with child
Married with no child

9.6%
Married with chtld 16.0¢

Furthermore, because of the generous income assessment rates, 1t is very
difficult to identify the neediest independent students with dependents.
Table G belov demonstrates that more than 50 :orcont of the students {n a
sample of about 5,50C Independent students with dependents have
contributions Yess than $200. Over 75 percent of these students have
contributions 1ess than the $1200 ainimm expected of independent
students without dependents.

TAME G - Average Student Contribution by Incoms Level for Independent
Students with Dependents " o\ e

1 of Average Student

Bass Year Incoms —Contribution
0~ .499 5.0 $ 158
1500 - 2999 5.0 169
3000 - 4499 6.4 159
4500 - 5999 8.4 161
6000 - 7499 8.5 149
7500 - 98999 6.5 147
9000 - 10499 6.2 145
10500 - 11999 4.7 154
12000 - 13499 3.7 223
13500 - 14999 4.3 250
15000 - 15499 4.4 352
16500 - 17999 4.2 432
18000 - 19499 3.0 663
19500 - 20599 0 788
21000 - 22499 2.9 30
22500 - 23999 2.4 1269
24000 - 25499 2.4 1459
25500+ 18.5 3999
TOTAL 100.0 $ 1005
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Possible solutions

CSAP believes that married students with no children should be treated
1ike independent students without dependents, since married students
without children have fever competing demands on tneir income and should
be able to commit a higher percentage of resources to postsecondary
education expenses. This change would make the CM determination of
formula type consistent with the Pell formula determination. The CM
should require a ainimum spouse contribution to account for cases where
the spouse is unesployed or underemsployed.

CSAP 2130 believes that changes need to be made in the treatment of
married couples when both spouses are enrolled in postsecondary
education. The Committee is not yet ready to put forth a recomsendation,
but work continues in this area. Members are anxious to learn from CSSA
members about their institutional policies for dealing with this problea.

Questions for consideration by the CSSA membership:

8. Should married students without chiidren be treated 1ike single
independent-students? ~ - T T T

b. What adjustsents are schools making to account for cases in
which both spouses are enrolled in postsecondary education?

c. For schools with a llrso numbar of inde ‘lndont students with
dependents, how are aid adeinistrators {dentifying the neediest
for priority funding?

d. 13 it squitable to treat independent students with children the
sams as parents of dependent students? If not, wvhat changes
should be pursued?

Non-11quid Assets
The prodlem

Included in the Senate's p sed default-reduction inftiative last fal)
was & proviston to exclude the family's principal place of residence, the
family farm and the family-managed small business from asset calculations
for families with adjusted gross incomes of $30,000 or less. The House
bi11 contained the same exclusions for all families, regardiess of income.

What would be the impact on CSS filers of such exesptions?
Fall 1988 Mational Summary Data (NSD) tables tell us that the average

parent contribution from analysis of assets (excluding famities
qualifying for the Simple Needs Test) was $926 and that the total
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contribution from assets for a1l parents was over $1.37 bi114on.
Obviously both the average and the total include contributions from
11quid assets (cash and savings), which represent about 8 percent of
total parenta! worth. Furthermore, there is no vay of knowing what
proportion of reported businesses and farns would meet the “family-owned"
criteria as defined by the Ssall Business Administration and the
Secretary of Agriculture. Nevertheless, elimination of non-1iquid assets
would have a very significant impact on aggregate national need.

If examination of assets 13 1imited to those with fncomes delow $30,000,
the aggregate contribution from the asset anal sis totals almost $1%0
mi111on and averages about $235 per family. Almost 50 percent of CSS
dependent filers have total parent incomes below $30,000. (The Senate
gropom uses adjusted gross income as the income criterion rather than
otal income; therefors, the percentage with AGI below $30,000 would
undoubtedly be higher.)

The Fall HSD 1988 also indicate that 72.4 percent of the dependent
families for whom the primary analysis is regular, report home ownership,
and that the average home equi ty is about $37,000. About 52.5 percent of
CSS's dependent families own businesses or farms, but 1t cannot be
determined 1f they are family-run and operated. Among tndependent
filers, the average contribution from assets, excluding students who
gunmod for the Si=~ie Needs Test, was $303: the aggregate contribution
rom assets was about $127 millfon. However, for {ndependent filers, the
asset contribution s ur?ﬂy attributable to 1iquid assets. About 13
percent of independent filers, for whom the primty amalysis ig regular,
report home ownership: fewer than 3 percent report ownership of
businesses or farms.

Possible solutions

CSAP does not support the Congressional proposal to eliminate Lome oquity
and other non-11quid assets from CN calculations. In correspondence to
the staff of the Senate Subcommittes on Education, Arts and the
Humanities, CSAP cited these concerns:

8 Exclusion of homwe equity and other non-11quid assets is contrary
to the fundamenta) principle of oquity upon which the need
analysis system rests;

B The change would redistribute )imited aid dollars from low
fncome families, many of whom rent, to higher income families,
who are more 11kely to own their homes; and

B The proposal would be very costly, since it would result 4p
higher need and n:gibmty among middie-and upper-income
families without reducing need for another group.
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The Committee urg:d that any such changes in asset utation, {f any
are to be made, restricted to ¢1igibility determination for the
Stafford Student Loan program and that asset exclusion be limited to home
equity (for the principle residence).

In addition to equity 1ssues, CSAP is concerned about the potential for
added complaxity in the form and Instructions if family-owned and
oparated business and farm values must be defined and collected
separately. The Small Business Administration defines family-run
businesses differently based on the ¢ of business and revenue base
(o.?.. retall, manufacturing, service). The Secretary of Agriculture
detines fumily-owned and opérated farms differently based on location,
products produced, revenue base, stc. This probled is similar to the one
experienced with regard to the definitions of displaced homemaker and
dislocated worker,

Questions for consideration by the CSSA mesbership:

a. Should home equity be e«cluded from the CM calculation? If so,
for which groups of families? Should the home equity exclusion
be limited to eligidility for the Stafford Loan Program?

b. Is it necessary to make changes to the methodology to deal with
non-14quid assets or can aid administrators use professional

judgeent to adjust the contribution from assets when it is
unrealistic based on the specific family situation?

January 11, 1989

® 1989 by College Entrance Examination Board
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The Congressional Methodology:
ches to Simp1{ficati

A Discussion Paper from the College Scholarship Sarvice (CSS) Counct!
Committeo on Standards of Adility to Pay (CSAP)
Prepared for the 1989 Regional Mestings of the College Board

Preface

Responding to College Board President Donald M. Stewart's suggostion for
"a brozd-based study of simplification, bn?lnning with statutory and
regulating requirements affecting eligibil ty.A:rocnding from there to
need analysis,* the Committes on Standards of Abi1fty to Pay (CSAP) has
also begun to “ocus its attention on more radical approaches to
simplifying the need analysis system.

The Simple Needs Test

The Committee b'eln by studying the impact of the 51710 Needs Test, a
variant on the standard CM, to identify the characteristics of famiites
that gunify and determine whether the variant was providing results in
accord with Congressional intent.

As of Novesber 1988, about nine percent of CSS dependent filers met the
qualifications for the Simple Needs Test. The average parent
contribution for these families vas only $76; the average student
contribution was $1386. The income levels reported by these famiiias
confirm that the Congress was successful in targeting this special
treatsent at truly low-income dependent filers. For example:

& Only 52 percent of these families reported taxable incoms, which
averaged $7453.

B More than 61 percent of these families reported untaxed {ncome
averaging $6387.

B The average total inccae for these families was only $8548.
8  The average total income for the student 74ler vas about $2650.

n Although the CM formula does not account for medical or-dental
expenses, 27 percent of these families reported medical/dental
expenses averaging $948 (1) percent of average total incoms).
If these expenses had been subtracted from income, the average
parent contribution would have been even lower than $76.

Y72 Collees Scholarshin Service
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Although assets are extluded from the Siwple Needs Test formula, it i3
fnteresting to note that asset accumulation was in any case, modest, and
average quity levels were much below those of all other dependent
students. For example, although about 30 percent reported

ownership, the avirage home equity was less than $30,000 as compared with
$48,000 for families for whom the primiry analysis was the regular
lnliysn. Furthermore, although 37 percent of the filers’ parents
reported cash and savings, the average tota) was only $2,700, as compared
with about $5,300 for filers processed using the regular amilysis.

In studying the impact of the Simole Needs Test vn independent filers,
CSAP questioned whether the Simple Needs Test benefit should apply to al
typss of independent students, including those without dependents. In
contrast to the proportion of dependent students qualifying for the
simple needs test, almost 58 percent of a1l independent CS5 filers met
the Simple Needs Test criteria. (Only 35 percent of independent CSS
filers aave children.) The avonr contribution for these students was
$1788, 77 percent reported taxable income {in contrast to only 52
percent of the parents of dependent filers); more than §1 percent
reported cash and savings (in contrast to the relatively modest
percentage of dependent students whose parents reported savings). In
this regard, the question to be answered is whether 1t s appropriate to
{gnore assets of the independent student wh~ has no f‘.”i
responsibilities and for whom education sha_.d be the highest priority.

\
Although 1t is clear that the Simple Needs Test identifies the lovest
income students, at least uong dependent filers, there is concern that
the reduced data set required for these students still involves about 50
questions and mny pagu of complex instrictions, Furthermora, the
eligitility criteria to qualify for the Simple Needs Test remiin
complex. As & result, 1t is difficult to inform families with certainty
that they do indesd qualify for the CM variant and can fi11 out 3 form
vith fewer questions. In sum, 1t s questionable that the "Simple” Needs
Test 13 truly "simple.”

CSAP short-ters recommendations

To bring short-term improvement to the CH approach, CSAP recommends that
two changes to the currently defined Simple Needs Test criteria be
implemented for the 1990-91 application cycle:

®  for dependent students, only the W should
be used to determine 1f the family meets the $15,000 income
cutoff. This change would simplify the eligibility criteria for
the simple needs test,

8  Independent students without children should be excluded from
e1igibi1ity for the simple needs test. Given the fact that such
students have no do?mdonts. there i3 no reason to exciude their
assets from the anmalysis.

m
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Simplification of the form

CSAP 13 studying an approach to form design which would grontlg siaplify
the process for low {ncome students. This is a bypass approach, such as
that proposed by CSS for AFDC recipients several yoars ago. If the
student meets the quatifications for the Simple Needs Test, revised as
recommended above, the student would £i11 out the demographic and student
status questions on the form. The student would then complete two simple
questions about tax-filing stotus and taxable income, If the student
meets the simple needs test criteria, he or she would be directed to
compiete the release questions, sign the form, and mai) 1t to CSS. No
fncome or asset information would be collected, and a zero parent
contribution would be assumed. A standard $700 or $900 student
contribution would be used to deterxine nesd.

This approich has the advantage of rotlining 3 common form which can be
used b{ 211 students, regardless of family incoms level or type of aid
for which the student s lpglying. It targets the simplification of data
collection at the very low income student for whom the current foram is
alleged to be a barrier. CSAP feels comfortable with this approach
because of the known characteristics of current Simple Needs Test
$Ulllf1|rs. and also because of the current income contribution Tevels by
amily size as eabodied in Table F of the 1989-90
Ald Administrators, data from which are excerpted below:

TABLE B - Zerr Contribution Levels by Total Income and Family Size

Family Size

. 4 5
Total Income :
13,625 - 13,874 -10 -520 ~-750
13,875 - 14,124 10 -490 =750
14,125 - 14,374 50 =450 -750
14,375 - 14,624 90 -410 =750
14,625 - 14,874 130 =370 ~750
14,875 - 15,124 200 =300 ~750

As demonstrated in the table above, the only situation in which the
contribution will be greater than $0 is when the total famil income s
close to 315,000 and there are no more than three in the family. Given
the advantage of simplifying thz application process for very low-income
filers, CSAP members think that the financial aid cemmunity might be
willing to accept the small loss of family resources that would otherwise
be captured.

320
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Another approach might be to develop & postcard application which could
be used by community agencies that help Tow-income students with
transition to postsecondary education. The postcard would permit
students to fdentify themselves as Tnlifylu for the Simple Neads Test,
and be returned directly to the college or university to which they are
‘RMM for admission. The aid office could make an initial avard
without any further information and collect demographic information at
the time of awarding. Upon verification of the student's qualification
for the simple neads test, the institution could notify the central
nrocessor of the student’'s full eligibitity for a Pell Grant.

lemtmon of these and similar 1deas would require changes in the
Pell and ON need analysis sections of the Higher Education Amendments, as
ve1]1 as procedural changes within the Department of Education.

wembers are anxious to learn from CSSA members whether there is general
support for such a direction.

Simplirication of the Need Andiycis Hethodology

CSAP has 2130 undertaken a resvaluation of a1l the data elements used in
need analysis, examining their cortribution to the sensitivity of the
assessmant and to horizontal and vertical equity.

Examples of questions the cozmittee will be trying to answer are:

B Should the system collect only the purchase year and purchase
price of real estate and impute the value rather than asking the
family to "guesstimate” the value? .

[ ] Is there a predictable cornhtion:'botnon income and assets
that would allow us to collect income data and impute assets?

B If additiona) years of income data were Collected, would 1t be

less important to collect asset information, since most assets
produce income?

1s the breakdown of adjusted gross income reliable? Useful?
B 1s untaxed income really a significant factor in the analysis?

for which time period should student income be collected? Can
other time periods be ¢liminated?

8 Doss the collection of medical/4ental expenses or
slementary/secondary tuition wxpenses add enough to the
sensitivity of the analysis to Justify the added complexity to
the data collection effort?

ERIC

Aruitoxt provided by Eic:
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[ ] Is 1t necessary to collect demographic infermation every year?
Could certain Information be carried forward from one yar to

t:o no;t. 81lowing for corrections if the family's circumstances
<hange

Such questions are difficult to answer and require thorough study before
final recosmendaticns are gossiblo. However, such questions must be
ansvered before significant simplification of the methodology can occur.
CSAP §s anxious to glthtr fdeas CSSA members may have about further
simplification of the need analysis system.

January 11, 1989

© 1989 by College Entrance Examination Board
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_' Pfoportion of lndépendent Students
Increases Under New Definition

e

68/L1-91/¢ 2582

Souses: Fall 1008 CSS 18D Reper!




Proportion of Graduate Independent

Students Grows Under Reauthorization

Source: Fall 1008 C8S 18D Report
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{
Proportion of Students Who Meet
Independent Student Criteria
3“-
25% 1|
20% -q"; aees
ron o ,
5% 1 \@ 7—
0%
Criteria g
AQe 24 28%
Veteran . a%
Orphan 1.2%
Legal Dep. Tt 126%
Se-Suliciency 9.7%
QGradMar. Cond _ 2.0%
B Age2s Veteran 3 Orphen
Legai Dep. mmsaw ] GadMar. Cond
9y
Source: Fall 1008 C88 18D Report O ) -




Frequency of Filers Who Report Status As
Dislocated Workers, Displaced Homemakers

NEAAY ’
§1I’AA 4 AF‘

128

Dislocated Workers |

Parents
Indep. Stud.

2.5%
1.8%

Parents = Parents of

XX parents

B34 indep. Stud.

Students

Sourcs: Fall 1988 CSS ISD Report
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Dependent Student Contributions Grow
Because of Base Year Earnings

Contribution from Income

$2000 1 ) e

$1500 " ¢

$1000 7",
$0 ' f

First Second Thied FourthFith = Qrad/Prof

88-89 CM Avg $1174 | $1778 | ‘$1964 | $2088 | $1097

87-88UMAvg | $780 $933 $966 | $981 $1043

“Year in School

£XX 87-88 UM Avg (28 88-89 CM Avg
S

Sowrce: Fall 1908 C88 18D Report .




Dependent S

Average Income

tudont Base Year Income
Significantly Higher Than Estimated Year

$a000 1~
$2500 4
$2000 |
$1500 47|
$1000 1~

..................

$500 1~
$0
Freshmen Other Students
Base Year $2122 - $2988
Estimn. Year $1290 $1866
(XX Base Year BB Estim. Year
Estim. Year = Summer + Academic Year

Source: Fall 1088 CSS ISD Report
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Impact of Base Year Income
Independent Filers’ Reported Income

Average Income

$15,000 -
$10,000 1"
$0
Undergraduates Graduates
| Base Y.ar _ $10,607 $13,496
| Estir, Year $9,308 $10,336

(AN WA

XX Bas Year [EZH Estim. Year

Estim. Year = Summer + Academic Year

Source: Fall 1988 C38 ISD Repont
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Single (no chiid)
55%

Single (w/ chiid)
18%

D

Distribution of Independent Students

Married (W/ child) -

17%

Masied (no chiid)
10%




Independent Student Contributions Are
Significantly Lower Under CM

Average Contribution

$o

Singla (no chiid) Single (w/ c+id)

87-88 UM $2,725 $4,2¢0 $8,670 $9,072
88-89 CM $3,045 $375 T 81,742 $1,454

Filer's Status

XX g7-88 UM BB 88-85 CM
[ Wa X |
RV

Source: Fall 1968 CS8 ISD Report




AVerage Student Contribution for Independent
Students with Dependeénts

Base Year Income Pverage SC
$0-1,499 $158
$10,500 - 11,999 $154
$15,000 - 16,499 $352
$19,500 - 20,999 $785

50% of sample had SC less than $200
75% of sample had SC less than $1200

Source: Fall 1988 CSS 18D Report
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Simple Needs Test Qualifiers
Characteristics of Dependent Filers:

. 9% of CSS dependent families qualified

» Average PC = $76
Average SC = $1386
* 52% reported taxable income
* Average total parent income = $8,548

* 30% reported home ownership
Average home equitg q=3$30,000
)

Source: Fall 1988 CSS 18D Report




Simple Needs Test Qualifiers
Characteristics of Independent Filers:

58% of CSS independent filsrs qualified
Average SC = $1788 B &

77% reported taxable income

61% reported cash, savings
(average amount = $691)

Sowos: Fall 1008 C33 B0 Report
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PREPARED STATEMENT OF GORDON M. AMBACH, EXECUTIVE DIRECTOR
COUNCIL OF CHIEF STATE SCHOOL OFFICERS

Comments on the Proposed Xducational Excellence Act of 1989
Aduinistretive Responsibilities for the Beveral Parta
June 30, 1989

The proposed Act has a varisty of patterns for administaring the federal
initiatives. Federal sducation programs are most sffective when udministered
through state education agencies (SEA). This pattern enables coupling of
federal with state resources and the use of exiatent state administrative
capacity rather than creation of addad federal bureaucracy. The following
commants identify those parts of the Act which require ravision to take
advantage of existent state education agency capacity for fedsral progras
administration:

Titls I, Part A, Presidentisl Merit Schools

The Merit Schools Program is implemented through ths state education
agency vhich preparss an spplication, sets the criteria, and makes a
datermination on vhich schools will be rewarded as merit schools. This
administrative structure should be maintained.

Title I, Paxt B, Magnet Schools of Excellence

Under this program the U.S. Department of Kducation administers funds
dirsctly to local education agencies, intermediate sducation agencies, or
consortia of such agencies. There is no provision for application under a
state plan or for SEA reviev. Thare is no reviev of applications from local
agencies by the state sducation agency. This program should bas administered
through SEAs.

Title I, Pert O, Alternative Certification for Tazchers and Principsls

The administering sgency for grants mads by the Secretary of Education
is "the State.” The bill should explicitly make ths state sducation agency
the administering agency.

Title I, Part D, Presidantial Awards for Excesllence in Education

Under this program an application to participate is submitted to the
Secratary by the governor of each stats. A salection panel to choose the
teachers is salected by the governor in consultation with the chief state
school officer. This procedurs dsparts from the well-established processes
of teachar recognition which the states have been using for forty years. The
current Teacher of the Year (T0Y) program provides for sslection of teachers
vho demonstrats cutstanding psrformance by the SEA and a nonpartisan pansl of
education experts. The process is objective and efficient. No naw
adainistrative machinery is nesded for this task. This progrsam should be
opsrated as part of the TOY process through sach SEA sach year.

(Continued)
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Title II, National gcience Scholars ,

Under thie program the President dagignates scholers vho are no-tmtod.' .
by the stetes. Ruch state nominates et least four but not more than ten o
studente from sach Congressionsl district within the state. The proposal {e
#ilent on which entity within the etate handles the nomination and what :
process le set up in sach Congreesional district for making the nominations.
No reference is made to tha SEA. The prograa should be opersted by the §
in conjunction with local sducetion agenciss (LEAs). ‘

Title III, Drug-fres Schools, Urban Emergency Crante

Under this program the Drug-fres Schools and Communities Act of 1986 ie
amended with e specisl provieion for urban emergency grants. The Sscrstary
of Rducstion awards such grants to local sducation agencises vith no review or

" comment by the SEA. There is no requiremsnt to connect thess grants with the
state plan and adminietretion for the drug-free schools federal progras. '
Thie title ehould provide for SEA reviev and cosment to the Secretary on each
proposal as it relates to the state plan befors any awsrd by the Sscratary.

T .
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The Council of Chief State School Officers commends President
Bush for advancing the legislative initiatives of the Educational
Excellence Act of 1989, S. 695. The Council commends, also, Chairman
Pell, Senator Kassebaum and the meambers of the Subcommittes on
Education, Arts and the Humanities for holding the hearing June 22,
1989, for presentation of the ‘Adninutution'l case for the prngranm

and the opportunity to comment on the proposals.

Our Council belisves that the objectives which underpin the
President's program are best achieved through significant amendments
to and ‘incrsases in funds for current federal prograns such as
Chapter One, Public Law .94-142, bilingual education, vocational
«aducation, magnat schools and other statutas vhich provide access to
sducation of quality, The Administration's proposals, with
sodification, can provide:important additions.to current programs if
two'condizions obtain: first, thasa.initiatives must not draw
limited :xasources from existing, proven programs: second, the
initiatives must be linked carefully to current federal prograa
priorities  and structures and to state and local sfforts and reforas

addressed to advancing the quality of education.
Overview

The: centerplece of 8.695 s Title.I, Part A, Presidential Merit
Schools. To assure effsctive use of federal funds for such a
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recognition program, it is essential to connsct the concept and use
of merit awards with the current, central fedsral program, Chapter 1
of the Hawkins-Stafford Act. We advance suggestions to acconplish
this below.

We also urge amendments to several) other parts of $.695 to
provide that the administraticn of these parts will sfficiently and
effectively take advantage of the capacities of state sducation
agencies as partners with the fedsral government in the
adainistration of federal education programs. These amendments are
particularly important for administration of the Presidential Awards

for Excellent Teachers.

Msrit Schools

We support the concept of recognizing meritorious performance.
Ve urge that this concept be joined with the recently enacted
provisions for Chapter 1 program improvement of the Hawkius-Stafford
Act. This $250 million program of avards ghould be joinad with the
procedures for identifying schools most needing improvement in order
to revard those schools which make significant gains through program
improvemsnt plans. This would provide a powerful incentive for
education reform and would revard accomplishment where most needsd in

Amsrican educationm.
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Public Law 100-297, the Hawkins-Stafford Act, provides, for the
first time, a means for state and local education agencies (SEA and
LEA) to identify those schools receiving Chapter 1 funds which are
not achieving net gains or which are losing ground in student
performance. The law requires LEAs and SEAs to take steps for
improvemsnt school by achool. The merit award program should reward

those schools which make significant improvemant.

State education agencies are working this school year with
comnittees of local practitioners to develop statwide plans to
implement the new requirements. Schools in nced of improvement are
being identified based on current data, and in the fall of the
1989-1990 school year, the achools identified in each of the states
will work with their local education agency through a plan for
improvement. Over the yeare, in sach state, this process will
provids performance data to enable determination of progress, or lack
of it, in the schools most needing help. This process is ready-made
for use in identifying the real success stories of improvement.
These successful examplss ara exactly the ones which should be
recognized through the merit schools program and rewarded with funds

to enable further progress.

By coupling together Chapter 1 program improvement and merit
schools, the President and Congress can mset the dual objectives of
focussing federal spending on economically and educationally




dieadvantaged etudente and encourage hard work and achievement by

financial incentives.

The authorization of funding for merit echools under Chapter 1
should include a trigger, similar to that sdopted by the Senate Labor
and Human Resourcee Committes recently in reporting out the Smart
Start Program. Thie would link appropriations for merit echool
recognition to the total Chapter 1 appropriation and, particularly,
the full funding of etate prograa improvemeent gervices. Connecting
these authorizations would sdvanca_the goal Congress adopted almoet
unanirously--to serve all children eligible for Chapter 1 by 1993 and
to aseurs eupport and incentives are available for those schoole most

in nead of improvement.
State Administration of the Initiatives

To assure maximum effectivensss in administration of fedsral
.duécl:lon programs, it ie -uun:ul to use existent gtate education
adminietrative capacity. Recommendations for administraticn of the
esveral parte of the proposed Educational Excellence Act of 1989 are

summarized in the attached comments.

Our Council appreciates the oppostunity to eubait a etatement on
the Preeldent’s initiatives. We have draft amendments for use of
Subcommittes membere and etaff and would welcows the opportunicy to

aseiet with thie legislation.
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Senator PxLL. The hearing is adjourned.
[Whereupon, at 1:10 p.m., the subcommittee was adjourned.]
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