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Summary

Assembly Concurrent Resolution 133 (Hughes, 1988)
directed the Postsecondary Education Commission to:

¢ "consider alternative strategies to expand early
outreach and public information to elementary
and junior high school pupils about the aca-
demic preparation necessary for college, and
about how to apply for financial aid and prepare
for the costs of higher educacion,

o "explore the potential utilization of financial in-
centives to increase pupil motivation to com-
plete their schooling and prepare for college, and

¢ “"present to the Legislature and the Governor /1)
specific recommendations for action to imple-
ment new policy in this area, (2) a cost estimate
for implementing each of the recommendations,
and (3) a proposed time schedule for implemen-
tation.”

With this report, the Commission responds to that
legislative charge. Far the report, the Commission
assembled information about existing programs in
California that seek to provide students and their
families with facts about financial preparation for
college. In the report, the Commission identifies
those issues that distinguish low-income from mid-
dle-income students in terms of barriers to their par-
ticipation in higher education and then describes sep-
arately the programs deveioped to help the two
groups prepare for the costs of college. Following dis-
‘cussion of these programs, the Commission presents a
series of options for addressing the issues, and it con-
cludes with recommendations for policy action to ad-
dress them.

The Commission adopted the report at its meeting on
June 11, 1990, on the recommendation of its Policy
Development Committee. Additional copies may be
obtained from the Publications Office of the Commis-
sion at (916) 324-4991. Questions about the sub-
stance of the report may be directed to Jane Wellman,
the deputy director of the Commission, at (916) 322-
8017 or ZoAnn Laurente of the Commission staff at
(916) 322-8030.
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Introduction

THE DECADE of the 1980s saw a concerted effort
by California’s educational community to promote
educational equity by implementing programs
aimed at assuring access to college for students
from economic, racial, and ethnic hackgrounds his-
torically underrepresented in postsecondary educa-
tion as well as expanding information for these stu-
dents avout college preparation and financial aid.

By mid-decade, increasing concern about the rising
costs of a college education had widened public dis-
cussion of the issue of access to include consider-
ations of economic impacts to all students including
those from middle-income backgrounds as well as
the financially needy.

Today, families of all income levels face increasing
financial sacrifice and debt as they consider sending
their children to college. According to the Califor-
nia Stulent Aid Commission, “The combination of
rising college costs, irregular increases in State
grant aid, and reduced eligibility for federal grants
means more Californians than ever, including
many from needy backgrounds, are now borrowing
to_attend college or vocational school” (1988, p. i).
Indeed, where ten years ago loans accounted for 19
percent of available financial aid dollars, loans now
account for over 50 percent of all financial aid avail-
able to California students.

Legislative concern

The California Legislature has acted upon the con-
cern about financing a college education by propos-
ing a prepaid tuition program -- AB 278 (Hayden,
1387) -- and a college savings bond program -- SB
2833 (Seymour, 1988) and AB 2064 (Farr, 1988).
Although passed by the Legislature, both proposals
were vetoed by the Governor as incurring potential
risk to the General Fund while being inappropriate
State involvement in helping families save for col-
lege.

It is to this issue of determining the State’s role in
helping families cope with future college costs that

the Legislature focused its attention when it en-
acted Assembly Concurrent Resolution 133 (Hugh-
es, 1988), a copy of which is attached as an appendix
on pages 25-26. Specifically, ACR 133 directed the
California Postsecondary Education Commission to
“consider alternative strategies to expand early out-
reach and public information to elementary and ju-
nior high school pupils about the academic prepara-
tion necessary for college, and about how to apply
for financial aid and prepare for the costs of higher
education,” “explore the potential utilization of fi-
nancial incentives to increas- pupil motivation to
complete their schooling and prepare for college,”
and “present to the Legislature and the Governor
(1) specific recommendations for action to imple-
ment new policy in this area, (2) a cost estimate for
implementing each of the recommendations, and (3)
a proposed time schedule for implementation.”

The Commission’s response

This report is the first phase of the Commission’s re-
sponse to this directive. For this part, the Commis-
sion staff assembled descriptions of existing pro-
grams whereby students and their families are giv-
en information about financial preparation for col-
lege. The review presents that material separated
into discussions of those issues that distinguish low-
income and middle-income students in terms of
their participation in higher education and the pro-
grams developed to help both groups prepare for the
costs of college. Following discussinn of these pro-
grams, staff present a series of options for address-
ing the issues, and conclude with recommendations
to the Commission for policy action to address them.

Background research for this report included (1)
preparation of an inventory of early outreach pro-
grams that currently exist within the State, with a
particular focus on those programs that emphasize
early academic or financial preparation for college;
(2) review of information from the California Stu-
dent Aid Commission on current financial aid and
the application process for requesting aid; (3) analy-

8



sis of information from the State Department of
Education, the California State University, and the
University of California about their activities di-
rected ate .youtreach, academic or financial prep-
aration, and assistance with the financial aid appli-
cation process; and (4) identification with the help
of The Coilege Board and the State Higher Educa-
tion Executive Officers Association of outrcach ac-
tivities in other states that might be adapted by
California to widen its array of successful programs.
Staff in addition have consulted with a variety of
individuals about the policy direction that this re-
port might take, including identification of the op-
tions and the recommeildations about them to the
Commission.

Scope of the report

The Commission has previously expressed its con-
cern about the differential impact on low-income
students versus middle-income students of rising
college costs coupled with greater dependence by all
students on loans (1986¢, p. 5):

Research that L.as been done on the topic thus
far tends to show that the students and families
that are reached by financial aid programs, in-
cluding loans, are at such low-income levels
that they have virtually no disposable income
available for saving toward college or any other
purpose. If thiscontinues to be true, programs

to encourage saving for college will more likely
benefit middle-income and upper-income stu-
dents and families and will not be effective if
their aim is to protect equal educational oppor-
tunity for low-income students.

In other words, low-income students and middle-
income students have considerably different finan-
cial needs and concerns. For a variety of reasons,
low-income students who are at the greatest risk
academically are borrowing more frequently than
other students -- a situation that may be affecting
their ability or motivation to complete their educa-
tion. In contrast, middle-income students and their
families may view loans more as an accommodating
means of shifting the cost of education to some fu-
ture date when, upon completion of their education,
earning power is greater.

In light of these differences, and in response to the
directive in Assembly Concurrent Resolution 133,
this report not only provides a framework for devel-
oping an implementation plan for further work in
this area by State officials and all segments of edu-
cation but emphasizes the different financial needs
of low-income students vis-a-vis middle-income stu-
dents that this plan must meet. As a result, the
next section of this report focuses on students from
low-income families, while the third portion focuses
on students of moderate means. The fourth section
contains recommendations about policy options and
strategies for implementing them.



2 Issues for Low-Income Students

MUCH effort devoted to increasing the participa-
tion of underrepresented groups in higher education
has focused on encouraging adequate academic
preparation and on expanding financial aid for low-
income students. To that end, the Commission is
firmly committed to the State’s goal, as expressed
by the Joint Committee for Review of the Master
Plan for Higher LEducation, of increasing the
amount of financial aid available through the Cal
Grant programs. [t also shares the priority placed
by the Legislature and the Student Aid Commission
on efforts to reduce the complexity of the financial
aid application process. Yet in addition to more
grant aid another set of issues relate to student and
family knowledge about the availability of financial
aid.

Knowledge of the availability
of financial aid

It is important that low-income students learn that
with adequate academic preparation a college de-
gree is an attuinable goal. But it is equally impor-
tant for these students to learn that, despite rising
costs, a college education is also affordable. The ex-
tent to which this latter message is communicated
effectively to low-income students and their fam-
ilies directly influences the degree to which they
prepare academically to pursue a college education.

To be specific, while lack of adequate academic
preparation affects access to higher education, lack
of adequate information about how to prepare fi-
nancially or obtain financial assistance especially
affects low-income students’ motivation tv even con-
sider college. For these students, lack of knowledge
of the availability of financial assistance can se-
verely limit the motivation to persist beyond the
high school diploma and pursue further education
at the postsecondary level.

The Commission was mindful of the impact of
knowledge of the availability of financial aid on the
motivational factors affecting decisions to pursue

higher education when it stated in Student Finan-
cial Aid in California: To Close the Widening Gyre
(1986¢, pp. 5-6):

Research on student attitudes and decision-
making factors -- among them the quality of
their previous academic preparation; their
family values, traditions, and culture; their
motivation and aptitude; the opinions of their
peers and role models: and even their knowl-
edge of the availability of financial aid -- are
more important influences on students’ deci-
sions to enroll than the existence, amount, or
kind of financial aid. What this means is not
that financial aid is unimportant, but that by
itself financial aid is not likely to successfully
overcomne cultural and educational barriers to
enrollment. Since low income is such a power-
ful correlate of these other factors, student aid
programs that attempt to address only eco-
nomic barriers will likely be less successful
than ones that integrate attention to economic
factors with academic assistance, tutoring,
and other forms of specialized attention. In ad-
dition, programs that are directed only to high
school seniors and college students are likely
to be less effective than early outreach pro-
grams. Early attention to getting students in-
formation about their options in higher educa-
tion -- including information about how to
meet the costs of education -- is thus a central
part of any system of equal opportunity.

The following discussion presents programmatic
strategies by which the message of college atten-
dance and financial assistance is being conveyed to
students from low-income backgrounds. In this sec-
tion, three sets of programs are reviewed: (1) out-
reach efforts initiated in other states; (2) State-
funded programs in California; and (3) private sec-
tor projects presently operating in the State.

Outreach efforts in other states

Throughout the country, states are endeavoring to
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educate & widely diverse population of children
from scores of different national and ethnic back-
grounds, speaking many languages, and do it well
enough to forge a common culture and a sophisticat-
ed workforce for an increasingly technological econ-
omy. In confronting that agenda, several states,
each in their own way, are taking steps to help as-
sure young students that if they successfully com-
plete their K-12 programs there will be help for
them in going to college. The following paragraphs
describe some of those efforts.

Alabama: The Alabama Commission on Higher
Education has developed a booklet on academic
preparation and a poster on financial aid resources
that is distributed to all eighth-graders and above.
However, there is no statewide policy to direct spe-
cial efforts to nontraditional groups.

Kentucky: The Kentucky Council on Higher Educa-
tion has developed a motivational poster and bro-
chure using Bill Cosby to encourage ethnic minority
students to consider college. It uses success stories
of minority college students and is directed toward
these students and their parents.

Massachusetts: In Massachusetts, the Education
Resources Institute has established a higher educa-
tion information center in the Boston Public Li-
brary. Serving 66,000 individuals in 1988, it pro-
vides videocassettes and other information as well
as career workshops for junior high and high school
students and encourages college students to return
to junior high and high schools as peer advisors.

Minnesota: During the 1989 legislative session,
Minnesota’s Higher Education Coordinating Board
received funding to provide parents with informa-
tion on financial and academic planning. They are
still in the planning stages of a statewide project to
provide this information.

New England: The College Board conducted a one-
time regional early outreach effort in three states in
New England in the hope that these states would fi-
nance subsequent efforts. The effort included devel-
opment and wide distribution of a poster and activ-
ity book, You Can Go To College If You Want To,
and was tied to regional career days aimed at the
middle grades. In the view of the College Board,
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this effort was highly successful but has not been re-
peated due to lack of state funds.

Ohio: The Ohio Board of Regents has developed a
ten-year program to assist their colleges and uni-
versities in achieving expanded student access and
retention goals. This program is in the initial
stages of implementation.

Pennsylvania: Pennsylvania’s early intervention
program, sponsored by the state’s association of
public and private colleges, "wasted a tremendous
amount of money on brochures,” according to early
results of a study of the program. The study -- de-
signed to identify outreach and intervention activi-
ties most successful in encouraging college atten-
dance -- suggests that information distribution, by
itself, may not have the desired effect of informing
students and their families about college opportuni-
ties. “Early intervention programs may be more
successful if they use interactive methods such as
computers or videocassettes because the students
enjoy them,” a researcher for the study stated. The
study further suggested that early intervention
may prove more successful if aimed at parents in-
stead of students, partly because most parents be-
lieve their children need a college education while
young students are still undecided about their fu-
tures. The study also found that students who al-
ready plan to attend college pay the most attention
to material about postsecondary education. In re-
sponse to the study, ongoing outreach efforts, direct-
ed at seventh, eighth, and ninth-graders, will focus
on ii ~nsified counseling with students und par-
ents, computer-guided self-teaching instruments,
field trips to college campuses, and visits to pro-
gram sites by college students, professors, and other
po‘ontial role models.

South Carolina: The South Carolina Commission
on Higher _iducation has a “Tri-Star” program that
encourages college cooperation with school districts
to promote college preparation information to sixth,
seventh and eighth-graders. They also have psy-
chedelic book covers with college entrance require-
ments,

Texas: In Texas, the Higher Education Coordinat-
ing Board has developed “College Bound” brochures
and posters and an “Educational Opportunity
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Through Financial Aid” poster listing state and fed-
eral financial aid programs available in Texas.

Utah: Three years ago, the Utah System of Higher
Education developed a brochure directed at families
with young children that provides projections of col-
lege costs to the year 2000 and encourages early fi-
nancial planning. Fifty thousand brochures were
distributed to all hospital maternity units in the
state and was directed to families with newborn
children. The brochure has not yet been reprinted
because of plans to revise the information to provide
a greater incentive to save for college.

Virginia: 7 Virginia, the State Council of Higher
Education vargets Black students at the middle
school level with a Guidebook to College. Motiva-
tional brochures directed at underrepresented stu-
dents and their parents to consider postsecondary
education are also available.

Many of these efforts have been undertaken in col-
laboration with state and local educational institu-
tions, but all of them would gain from greater co-
ordination, public awareness and financial support.

California’s state-funded outreach programs

Much has been said about the demographic changes
facing California in the near future. By the year
2000, no single racial or ethnic group will constitute
a majority of California’s population. Nevertheless,
Black and Hispanic students -- a disproportionate
number of whom are from low-income backgrounds
-- are underrepresented at upper levels of education,
from high school graduation through advanced de-
gree programs. In recognition of this, each segment
of education in the State is involved in efforts to
countermand the negative implications that this
situation has for the future., Each segment is mak-
ing efforts to reach out to students who, because of
low economic status or cultural barriers, may be
discouraged from pursuing educational goals.
Through individual and cooperative programs, the
segments have developed programs specifically
geared to assist students from underrepresented
backgrounds -- usually beginning in the eigiith and
ninth grades and continuing through the later high

school grades -- in planning and preparing for col-
lege.

The Commission has not contacted every public in-
stitution in the State to identify all outreach and in-
formation activities that they may operate. In-
stead, ** has examined all intersegmental State-
funded programs that help low-income students
prepare for and gain admission to postsecondary
education. Display 1 on page 3 summarizes six
statewide intersegmental programs that conduct
outreach activities which include providing advise-
ment, counseling, and information about various
aspects of higher education to students and, in some
cases, to their parents as a distinct activity designed
to enhance student success.

Staff review of these and other outreach programs
indicates that most programs developed to provide
early outreach and information services have fo-
cused their primery activities on several elements
of academic success, including:

individual tutoring,
e test preparation,

e advisement,

skill development,
class planning,
campus vicits, and
summer programs.

These programs also provide assistance in complet-
ing college and financial aid application processes
as an important, but supplemental, activity to aca-
demic assistance.

Display 2 on nage 7 lists the number and type of sec-
ondary schools participating in these six programs
as well as the number and grade level of their stu-
dent participants. As the Commission concluded in
its 1989 evaluation of the programs, "results of
these efforts substantiate that participation in
these programs is associated with enhanced levels
of preparation for college. Further, students par-
ticipating in these programs enro!! in college in
greater proportion than their classmates statewide,
despite the fact that the statewide comparison
group consisted of a majority of studer:ts from fam-
ilies who traditionally prepare for, and enroll in,
college, whereas the program participants were
from backgrounds historically underurepared for,
and underrepresented in, college” ( 1989e, p. 25).
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DISPLAY 1

Selected Operating Characteristics of Six California Outreach Programs During 1988-89
California College Mathematics, University and
Student Admissions Test College Early Academic Engineering, Colluge
Opportunity and Preparation Readiness Qutreach ience Opg:rtunitiu
ccess Program | Pilot Program Program Program Achievement ogram
(Cal-SOAP) (CATPP) (CRP) (EAOP) (MESA) (UCO)
Adminisweative | California Stu- | State Depart: | The California | University University of State
Agency dentAld Com- | mentofEduca- | State Universi- | of California. California, Department
mission, with tion. t and the State Berkeley, with | of Education.
advice froma Department advice from
Statewide of Education. ¢ tatewlde In.
Intersegmental tersegmental
Advisory advisory board
Board and and local advi-
local advisory sory boards for
boards fo~ each each center.
project.
Institutional 24 school 11 school 12 school 834 schools; 87 school 9 school
Participants districts; 20 districts; districts; 8 UC districts; districts;
CCC campuses; | 10CSU 5CSU campusaes. 10CSU local colleges
8CSU campuses; campuses. campuses; and
campuses; 8 UC campuses 4 UC campuses; | unlversities.
) 8 UC campuses; | represented in and 4 indepen.
and 11 9 local projects. dent
independent institutions
inatitutions represented in
represented in 16 project
6 local centers.
consortia.
Program To improve the | Toincrease tha | Toincrease Toincrease the | Toincresase the | To improve the
Objectives® flow of number of enrollmentof | pooi of students | number of stu- | preparation of
information students who Black and eligible for ad- | dents prepared | elementary and
about take admis- Hispanic mission to four- | to major gsecondary
.postsecondary | slons tests. students in year postsec- in math-based | school students
educational To improve algebra and ondary institu- | fleidsir for
opportunities parformance college tions. college. participation in
in order to on college preparaiory postsecondary
increase admissions English. education.
enrollmentin | ¢gqey To improve To improve
m‘::;::dm To Increase the | Student and participation
. number of parent of Black and
To raise the students who motivation Hispanic
achievement enroll ir. public and awareness students in
levels in order postsecondary of college. college.
to increase education.
enrollment In
postsecondary
education.
Servics Tutoring. Tutoring. CSU interns Tutoring. Tutoring. Advisement.
Components Advisement. Test prepara. | Provide aca- Skill develop- | Skilldevelop- | Staff
Campus visits. | tion ‘::n':i:l:'::‘h ment activities. | ment classes. | development.
Summer workshops. | @@ dEngiish. | Individual Visits to busi- | Student
residential Support Vare .tal groupadvise- | nessand recognition,
programs. services. sctivities. ment. industry. Study skill
7 ast Parent Froblem- Assistance Campus visits. | instruction.
preparation meetings. solving :m:ic:ltl,:.? Participation in | Tutoring.
workshops. | Assistance with | jnstruction. process, science fairs. | Colege fairs.
slklillllC :l.::sl:lp application SiSU campus Summer resi- Campus visits.
... | process. sits. dential
Assistance with Workshopson | programs.
the college
application colleges. UC campus

* Except where indicated otherwise, students referrad to in program goals are those from American Indian, Black, Hispanic, and low-
income backgrounds,

Source: Adapted from California Postsecondary Education Commission, 1989e, p. 12-13.
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DISPLAY 2 Characieristics of the Schools and Students in the Six Programs in 1987-88

California College . .
Student Admissions Mathematics, | University and
Opportunity Test College Early Academic | Engineering, College
and Access Preparation Keadiness Qutreach ience Opg:_munmel
Program Pilot Program Program Program Achievement ogram
(Cal-SOAP) (CATPP) (CRP) (EAOP) {MESA) (UCO)

Schools

Total Numbsr :

of Schools 88 at 21 834 177 43

Middle/Junior
High School 20 e 21 276 a3 21
Senior High School 78 21 0 338 114 22
Students . Evailuative
Number information
g now being
of Students 26,708 1,951 999 46,408 6,008 collected.

Grade Level
Below Seventh 0.0% 0.0% 3.6% 0.0% 8.5% | Evaluative
Seventh 0.0% 43.1% 13.5% mfor;?tion
Eighth 22.0% 0.0% 53.2% 44.5% 156% |novoend

. collected.
Ninth 22.0% 0.0% 16.3%
Tenth 76.0% 35.0% 0.0% 55.3% 21.3%
Eleventh 31.0% 0.0% 20.7%
Twelfth 13.0% 0.0% 8.2%
Other 2.0% 0.0% 0.0% 0.0% 0.0%

Racial-Ethnic

Background Evaluative
American Indian 4.0% 1.0% 0.0% 2.2% 43% |information
Asian 16.0% 16.0% 0.0% 11.7% 0.0% | now being
Black 30.0% 20.0% 14.0% 20.5% 35.0% | collected.
Caucasian 8.0% 12.0% 0.0% 14.7% 0.0%

Hispanic 40.0% 51.0% 53.0% 30.8% 60.7%
Other 2.0% 0.0% 3.0% 0.0% 0.0%

Sex Evaluative
Women 56.0% 57.0% 59.9% N/R* 58.5% | information
Men “0% 43.0% 40.3% N/R 4359 |now being

collected.

* NR = Not reported.
Source: Adapted from California Poatsecondary Education Commission, 1989e, p. 14-17.

[n addition to these six programs, one State-sup- admission. Futures is distributed on an annual ba-
ported information activity was developed and con-  sis to every eighth-grader in the State.

tinues on a completely voluntary basis: the Futures
booklet published and distributed by the Caiifornia
Education Round Table’s [ntersegmental Coordi-
nating Council. Funded as a voluntary effort
through the State’s public segments of higher edu-
cation, the booklet encourages early academic prep-
aration for college and outlines the specific high
school course completion requirements fcr college
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Results of a recently completed Intersegmental Co-
ordinating Council (ICC) evaluation of the effective-
ness and utilization of the Futures brochures indi-
cate an overwhelmingly positive response to the
brochure and to the brochure’s success in meeting
its information objectives. In addition, survey re-
spondents indicated that Futures did help influence




the type of academic curriculum chosen by students
as they entered high school. Further, survey re-
spondents indicated that Futures had a positive ef-
fect on those students who would not generally
think of themselves as college-bound. According to
the ICC, the evaluation findings demonstrate sig-
nificant support for the ability of Futures, along
with school-based programmatic efforts, to influ-
ence college and career decision making, and to as-
sist all students in choosing college preparatory
courses.

The Commission continues to be an ardent support-
er of all of these State-funded early outreach efforts.
However, even with their successes, these programs
share common limitations:

1. Theydo not provide informauion regarding avail-
ability of financial assistance on a routine or con-
sistent basis.

Several outreach programs -- including the Cali-
fornia Stvdent Opportunity and Access Program
(Cal-s0A), tha College Admissions Test Prep-
aration {*)-t Program (CATPP), the College
Readiness }Yxr:gram (CRP), the Early Acadeniic
Outreach Program (EAOP), and Mathematics En-
gineering, Science Achievement (MESA) -- pro-
vide information regarding financial aid, and
some even provide assistance in completing the
financial aid application forms as an adjunct to
their counseling and tutorial program. Howev-
er, others are designed to provide only academic
assistance, and students must, therefore, obtain
financial information and assistance elsewhere.

2. They do not provide services to low-income stu-
dents early enough in their school years for the
information to be an incentive for preparing to at-
tend college.

Most outreach programs focus on the high school
grade levels. Increasingly, however, college and
university officials say they must offer curricu-
lum and other assistance as early as the primary
school grades as a way to encourage low-income
students to view postsecondary education as a
common and reachable goal if planned early
enough. Currently, however, only 0.5 percent of
the students participaiing in the six programs
mentioned earlier were in grades 7 or below.
Unlike the other programs, however, the College

Readiness Program exclusively works with mid-
dle and junior high school students.

3. They target only a limited number of students in
California.

A conser -ative estimate indicates that the ten
intersegmental student preparation programs
studied by the Commission in 1989 served only
68,000 or 3.5 percent of the seventh to twelfth
graders enrolled in public schools in the State in
1987-88.

4, They are not integrated in a comprehensive sys-
temwide approach.

The Futures booklet is the only informational
vehicle encouraging early consideration of post-
secondary education that is distributed on a
statewide and annual basis, but it does not con-
tain information on financial aid or college costs.

5. They do not involve integration between the pub-
lic role and private sector resources.

With the exception of the Mathematics Engi-
neering, Science Achievement (MESA) Program,
these State-funded efforts operate essentially as
public sector initiatives and assume the respon-
sibility of providing information on financing a
college education without assistance from the
private sector. MESA serves as an example of
public and private collaboration. It has been ef-
fective in designing and implementing programs
that increase the number of American Indian,
Black, Mexican American, and Puerto Rican
students who are academically prepared to enter
and succeed in mathematics-based courses and
disciplines in high school and college. A major
factor of MESA’s effectiveness is the involvement
of the private sector in terms of direct financial
support, indirect assistance through personnel
and service contributions, and active presence
on its Board of Directors (California Postsecon-
dary Education Commission, 1989b, pp. 12-13).

Private sector outreach programs

The Commission has also noted several existing
programs sponsored by private individuals and or-
ganizations which, like the state-sponsored out-
reach programs, share similar goals of providing ad-
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ditional educational assistance to low-income stu-
dents. Programs like the “I Have a Dream” Foun-
dation (originated in 1981 by Eugenc Lange, a New
York philanthropist) and the “Young Black Schol-
ars” program (sponsored by Black community orga-
nizations in the Los Angeles area and funded by pri-
vate donations) have been noted by the national
news media as examples of private sector concern
for accelerating academic achievement of students
from backgrounds underrepresented in postsecond-
ary education.

Most notable among these programs are *hose that
involve individual or organizational sponsorship of
selected students in which academic assistance is
provided throughout their educational careers and
each student is "guaranteed” that the costs of their
college education will be provided by the sponsor, if
the student successfully graduates from high school
with eligibility to enroll in a college of their choice.
Unlike many state-funded activities, these pro-
grams are designed to provide services over an ex-
tended period of time. Thus Eugene Lange spon-
sored approximately two dozen students from one
elementary school and provided academic tutoring
and educational expenses from their sixth grade
graduation through college. A majority of thonse
original students succeeded in gaining eligibility to,
and are still enrolled in, college. The Young Black
Scholars program assists students from entry into
the ninth grade through high schocl graduation.
Further, these programs, unlike state-funded ef-
forts, are geographically unbounded. For instance,
students involved in the Los Angrles affiliate of the
[ Have a Dream Foundation continue to receive as-
sistance and support even if they move out of the
area.

As yet, private resources are largely untapped but
the potential for public and private collaboration is
great, as exemplified by MESA. With additional sup-
port from the private sector, limitations in current
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publicly sponsored outreach can be supplzmented to
reach more students and provide additional sup-
port. Further, the State can examine private-sector
methods as potential models to replicate on a state-
wide/syster~wide basis to benefit all students.

Conclusions

Over the last several years, California has actively
pursued the goal of equal access by working to make
financial aid available to low-income students.
However, although the total amount of aid has in-
creased, it has not kept up with either the rise in
college costs or the increase in the number of eligi-
ble students, including well-qualified students who
are from low-income backgrounds. This has only re-
sulted in making the competition among these stu-
dents greater, with funding decisions based on de-
grees of need -- needy, more needy, most needy --
with only those demonstrating the most nezd ob-
taining financial assistance.

Research has also shown that the complexity of the
financial aid application process affects all students
and has a persistent discriminatory effect on late-
filers (who traditionally have been those from low-
income kackgrounds, ethnic sub-groups and lan-
guage minerities). Michael Olivas, Professor of
Law and Education and Director of the Institute for
Higher Education Law and Governance at the Uni-
versity of Houston, summarized the concern most
succinctly when he stated:

We really cannot, in any ethical way, measure
what happens to needy eligible students who
do not receive grant aid, because they do not go
to college . .. . That is what happens to those
who do not receive grants: They do not enroll
(California Postsecondary Education Commis-
sion, 1987, p. 36).
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Issues for Middle-Income Students

FOR MIDDLE-INCOME students and their par-
ents, the problem of financing college attendance is
considerably different than for low-income stu-
dents. The major issues facing them are (1) the ef-
fects of increased costs on student choice of institu-
tion, and (2) prudent planning for financing a col-
lege education.

Effects of increased costs
on student choice of institution

Increasing costs, a radical shift in federal aid, and a
widening gap in tuition between public and private
colleges are changing the face of higher education
in America. Nationally, the average cost of a col-
lege education has almost doubled in 10 years for
both public and private schools. And although the
rate of increase for college tuition and room and
board has slowed in recent years, it is still higher

than the rate of inflation, as Display 3 below illus-
trates.

A review of the history of financial aid policies, pro-
grams, and expenditures in California shows a trend
that parallels developments in postsecondary edu-
cation policies, programs, and expenditures in gen-
eral. As demographic, economic, educational, and
other social forces in the State have changed, so has
Caiifornia’s financial aid proiiie. For example, a
significant drop in the proportion of grant funds
among all sources of aid occurred over the past 15
years -- from 67.6 percent of all assistance in 1973 to
43.0 percent in 1988-88, as illustrated in Display 4
on page 12. Virtually all of this proportional drop in
grants can be accounted for by huge increases in
loan aid -- part of which was available as expanded
aid, but part of which replaced existing grant funds.

According to interviews with financial aid officers,
professors and educational consultants, the high
costs involved in paying for college is affecting not

DISPLAY 3 College Costs, 1978-79 Through 1987-88
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just parents with pinched pocketbooks but students
in a variety of ways:

e Students are making different decisions about
which institutions to attend today than in the
past. For example, 5.9 percent of California high
school graduates enrolled in the University of
California in 1980 and 3.5 percent enrolled in the
State’s independent colleges and universities
that same year. In 1988, those figures were 7.6
percent and 3.3 percent, respectively. While this
trend may not exclusively be the result of accel-
erating college costs, the gap between college
costs and available aid influences student choices.
It may be that the enrollment opportunities of an
increasing number of high schoo! graduates are
being limited as those who cannot afford to at-
tend more expensive private schools turn to pub-
lic institutions -- a situation that exacerbates the
already existing enrollment pressures on the
public systems.

e Students are taking longer to finish their under-
graduate education, in part beca'se they must
“work part time to offset higher school costs and
cuts in financial aid. The need to hold part-time

jobs may slow students’ academic progress by
forcing them to reduce their unit loads. At the
same time, however, it is a way to reduce the in-

creasing reliance on loans and rising student in-
debtedness.

Stress on students is greater because of the bur-
den of financing their educations and of leaving
college with hefty education debts.

Career choices are also affected by debt burden
with some students choosing higher-paying pro-
fessions that will more easily retire the debt, or
quick educational paths that will be less costly
due to shorter duration but will enable the stu-
dent to en‘er the job market sooner.

The California Student Aid Commission (CSAC)
has expressed concern that rising college tuition
and the increasing media attention to high fu-
ture college costs will lower the expectations of
middle- and low-income families about the abili-
ty to attend college, despite the availability of fi-
nancial aid. According to CSAC, this in turn could
lower both motivation and planning, particularly
for the lowest-income families.

18



Prudent planning

Higher education has always been part of the
American middle-class dream of upward mobility.
But the price of an undergraduate education has in-
creased dramatically. Sacrifice and debt are what
many families face if they hope to send their chil-
dren to college. Of particular concern to this group,
then, are the options available to offset, or better
prepare for, eventual college costs. "Despite annual
increases in college charges, students and parents
should realize that a college education continues to
be within reach of virtually every qualified stu-
dent,” says Donald M. Stewart, president of The
College Board. “Planning is the key to paying for
college today” (The College Board, 1989, p. 1). The
Commission supports this view as well as the prem-
ise that, with planning, virtually anyone can afford
to pursue a college education.

Ideally, the time to begin planning for children’s
college education is while they are still young; yet
according to San Francisco financial planner Carol
Wright, "Many parents assume that when thei-
children are ready for college, they will be able to
foot the bill out of current income. . ‘is is especially
true for families already paying in the neighbor-
hood of $4,500 a year -- the equivalent of one year at
a public college -- for child care. But parents who
pursue that strategy may be putting their own fu-
tures at risk. When the kids are in college, you need
to be putting that money away for your own retire-
ment” (Pender, 1989). Financial analysts urge par-
ents to start early and save consistently. Further,
many experts advise saving a fixed sum every
month for college-related stocks or other invest-
ments.

Most private investment firms have developed col-
lege savings and investment programs and their
services include helping parents calculate how
much their children’s education will cost and how
much they need to save each month. The extent to
which a family can begin a college savings plan,
however, depends upon each family's unique eco-
nomic situation and requires a plan which address-
es its specific needs. A family may be limited by the
age of the child (an older child requiring more sav-
ings over a shorter period of time, a younger child
requiring less savings over a longer period of time)
or the family’s ability to put periodic amounts in
savings.

Prepaid tuition and savings bond
programs in other statws

As mentioned earlier, California has chosen not to
move to prepaid tuition programs. However, sever-
al other states concerned with rising costs of a col-
lege education have implemented programs to ad-
dress this issue. The following discussion of those
programs has been adapted from a previous Com-
mission report, Prepaid College Tuition and Sav-
ings Bond Programs (1988) and from College Sav-
ings Plans -- Public Policy Choices, published by
The College Board in 1990.

Prepaid tuition programs: A number of states have
passed legislation adopting prepaid tuition guaran-
tee programs. Michigan led the way in 1986: Flor-
ida, Indiana, Maine, Tennessee, and Wyoming ap-
proved their programs in 1987; Missouri, Oklaho-
ma and West Virginia enacted theirs in 1988; Ala-
bama, I suisiana, and Ohio adopted their programs
in 1989; and Tennessee revised its two-year-old
guaranteed tuition plan into an educational savings
bond program that same year. Of these states, only
Michigan, Ohio, Wyoming, and Florida have imple-
mented their programs as of early 1990.

Guaranteed tuition plans, following the Michigan
model, allow parents or other benefactors to prepay
tuition at state postsecondary schools years in ad-
vance of when their children will matriculate. The
lure of these plans is obvious; they are perceived to
be an insurance policy that gives parents the securi-
ty of paid-up tuition at a time when the costs of col-
lege are rapidly increasing. From the state’s per-
spective, however, policy makers must ask them-
selves whether such plans merely shift the risk of
unknown inflationary costs from the parent to the
state. If the state cannot invest the funds to gener-
ate after-tax earnings that will meet the future
costs of higher education, who will pay the differ-
ence? Will the state subsidize the prepaid rontracts
from general state revenues in case of investment
shortfalls, or will the burden fall on tuition-paying
students? Or might states renege on the so-called
“guarantee” by paying beneficiaries less than the
full tuition cost when the contract comes due? As
these plans may not be backed up by the full faith
and creisy of the state, the meaning of the guaran-
tee has been questioned. These are some of the is-
sues policy makers are facing in judging the merit
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of guaranteed tuition plans. (The College Board,
1990, pp. 44-45).

Display 5 shows the approval and implementation
dates of these four programs, whether or not they
allow only state residents to participate, and wheth-
er or not the program allows participants to pre-
purchase tuition, mandatory fees, room, and board.
It also indicates the use of publicity to promote the
program, the status of investment in the program
for financial need assessment, the existence of re-
strictions on the use of program benefits, and the
amount of money each program has in the bank. As
Display 5 shows, each ol the four programs differs
somewhat from the other.

o Michigan passed legislation to create the Michi-
gan Education Trust (MET) prepaid tuition pro-
gram in December 1986. The trust is a non-gov-
ernmental fund open only to Michigan residents
that allows them to prepay tuition in three sepa-
rate plans -- one a full benefits plan for two- and
four-year institutions, one a limited benefits plan
for two- and four-year institutions, and one plan
that guarantees full payment of in-. ‘strict tu-
ition and mandatory fees at any public junior or
community college in Michigan. All plans per-
mit participants to purchase one year of tuition
up to a maximum of two or four years, depending
on the institution chosen, and all allow partici-
pants to prepay tuition through either a lump
sum or by installments. Each plan guarantees to

cover the number of years of tuition pre-pur-
chased when the beneficiary enters college, as
long as the beneficiary is 18 years of age or older
and enters a participating Michigan public insti-
tution.

In August 1988, 82,000 interested parties ap-
plied; over 40,000 contracts were signed from
September 1 through November 30, 1988 with a
total initial investment of over $265 million in
MET. A second application period was set for Oc-
tober 2-6, 1989, with contract payments accepted
from October 2 through November 30, 1989. In
1989, a full-benefits contract cost $1,941 for one
year’s tuition for a newborn (compared to $1,689
in 1988); $2,393 for one year's tuition for a fifth-
grader (compared to $2,055 in 1988). The cost is
deductible on Michigan state income tax returns.
However, on March 29, 1988, the Internal Rev-
enue Service ruled that plan benefits were tax-
able to students, not purchasers, and the MET it-
self was liable for corporate income tax. A refund
may be paid directly to an independent degree-
granting institution in Michigan or an out-of-
state, public postsecondary institution.

¢ Wyoming authorized its Advance Payment of
Higher ducation Costs (APHEC) in February
1987 and has operated it for over a year. Con-
tracts went on sale in August 1987. As of April
1989, 437 contracts amounting to a total invest-
ment of over $3 million had been sold; as of Sep-

DISPLAY 5 Selected Characteristics of Prepaid Tuition Programs in Other States

._haracteristic Michigan Wyon ‘g Florida “hio
Adoption Date December 1986  February 1987 June 1987 July 1989
Implementation Date August 1988 August 1987 September 1988 October 1989
Resident Requirement Yes No Yes Yes
Tuition Included Yes Yes Yes Yes
Mandatory Fees Included Yes Yes Yes Yes
Room Included No Yes No Yes
Board Included No Yes No Yes
Publicity Yes Yes Yes --
Financial Aid Status Not exempt Not exempt Not exempt -
Restrictions on Use Yes Yes Yes Yes
Total Invested $265 million $3 million Not ascertained Not ascertained

Source: California Postsecondary Education Commission, 1988, p. 3.




tember 1989, 509 contracts had been sold. As of
August 1, 1989, the cost for a contract maturing
in 2005 was $8,949 for four years’ tuition and
room and board. A year earlier, the price for a
comparable contract maturing in 2004 was
$6,393. In 1987, the comparable price for this
contract maturing in 2003 was $5,114. Contracts
are not portable to out-of-state schools.

In addition to tuition, Wyoming’s program ailows
for the pre-payment of mandatory fees, room, and
board. The program provides plans for two-year
institutions, four-year institutions, and a combi-
nation of two-year and four-year institutions.
Purchasers pre-pay in semester increments with
a single lump sum. Since Wyoming has no pri-
vate institutions in its system of higher educa-
tion, it guarantees to cover the plan at any insti-
tution in the state, if attendance occurs in accor-
dance with the plan and in the year specified in
the contract.

Florida opened its program for enrollnient this
past September and is receiving an average of
200 applications per day for it. Participants in
the Florida prograri may purchase plans only for
beneficiaries who have been residents of the state
for at least 12 months prior to the purchase of the
plan. However, beneficiaries are not required to
be Flerida natives or to remeain Florida residents

after rarticipants have purchased the plan.

Florida's program provides three plans that ap-
ply ‘o its state universities, its community col-
leges, or both; but participants have to commit to
purchasing either a full two years or four years of
tuition, depending on the plan they choose. Par-
ticipants may pre-purchase a dormitory room
contract (but not a meal contract) for up to four
years and may pay in a lump sum c¢r through in-
stallments. The program guarantees to cover tu-
ition and dormitory costs for three years before
and ten years after the enrollment date projected
in the contract.

For a single payment plan purchased in August
1989, prices for an infant were $3,843 for the
University Plan (compared to $3,795 in 1988);
$893 for the Community College Plan (conmpared
to $882 in 1988); $2,806 for the 2 + 2 Plan (com-
pared to $2,771 in 1988), and $1,094 for a one-
year dormitory contract (compared to $1,081 in
1988). Prices are higher for older children and
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when installment plans are chosen. Within the
state, plans may be applied toward expenses at
eligible independent colleges or universities.
The amount paid out will equal the cost of public
tuition at the time of initial enrollment. Dormi-
tory contracts may also be transferred to Florida
private colleges and universities. These con-
tracts are not portable across state lines.

e The most recent of the guaranteed tuition pro-
grams (made available to the public on December
1, 1989), the Ohio Tuition Trust Plan is overseen
by a Tuition Trust Authority consisting of three
gubernatorial appointees, one of whom shall be a
vice chancellor of the Ohio Board of Regents: two
state senators appoiited by the President of the
Senate. The plan allows parents or other bene-
factors to purchase up to 400 tu‘-ion credits for
use by beneficiaries at any time in the future.
Each tuition credit is worth one percent of the
weighted average of the cost of tuition for Ohio’s
public universities and colleges. (The weighted
average is a total of all public postsecondary tu-
ition charges divided by the total number of stu-
dents in these schools. The resulting weighted
average reflects the fact that most students at-
tend the higher-priced universities as opposed to
the four-year and community colleges.) The price
of a tuition credit will be adjusted annually.
While the cost of tuition credits can be expected
to rise annually, each tuition credit will carry the
same 1 percent value of the tuition charge when
it is redeemed as when it was purchased. Pur-
chasers can also buy up to 400 supplemental tu-
ition credits for use for other educational ex-
penses such as books or room and board, or for
private college costs. The cost of supplemental
tuition credits will also be calculated by using
the weighted average of state public postsecond-
ary tuition costs.

Considering their recent implementation dates,
none of these programs has been in operation long
enough to assess its potential success.

Savings bond programs: States can administer sav-
ings bond programs with fewer assumptions and
less effort than guaranteed, prepaid tuition pro-
grams In most cases, states already sell bonds, and
so the administrative machinery already exists to
implement the program. Moreover, program ad-
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ministrators base the value of the bonds on the ex-
pected rate of return received from the actual in-
vestment of bond revenues, not the expected cost of
education at some future time. Therefore, states do
not have to base the program on projectinns of the
future price of tuition and so expose their general
funds to little or no risk.

Although Illinois, North Carolina, North Dakota
and Washington differ greatly in terms of the size of
their populations and segments of higher education,
iheir bond programs are very similar. Display 6 be-
low summarizes the savings bond programs imple-
mented in the four states. It shows the date of the
program’s authorization, the first bond issues, the
existence of a resident requirement for participa-
tion, whether or not the program was publicized,
the status of the value of the bonds for financial
need assessments, the imposition of use restrictions,
and the total dollar value of bonds sold to date.

All four states provide zero coupon bonds as the
mechanism for helping parents save money for a
college education. Zero coupon bonds do not pay in-
terest. Instead, purchasers receive gains on their
initial investment at the time the bond matures.
For example, a person who purchases a zero coupon
bond with a ten-year maturation period today for
$2,500 would receive $5,000 at the end of ten years.
None of the four programs guarantees to cover the
cost of education, nor does it impose use restrictions,
Purchasers may use the bonds for any purpose and
may use them to pay for either a public or private
education in or out of the state.

While essentially similar, the programs have sev-
eral distinguishing characteristics, as highlighted
in the following summaries.

e The first state-sponsored savings program to is-
sue bonds began in North Carolina in August
1987. Anyone may purchase North Carolina’s
bonds and use them for any purpose without pen-
alty. The program involves no incentives to mo-
tivate educational use of the bonds, and program
administrators have not actively publicized it.
Nevertheless, the program sold its total issue of
$36 million. As of March 1989, about $50 miilion
in college savings bonds had been sold. Another
sale of $21.5 million in college savings bonds was
set for early May 1989. North Carolina deciced
to maximize the accessibility of the program by
assuring that bonds would be available in de-
nominations as low as $125. Program adminis-
trators do not know the highest price of a bond
sold under the program, however, the bulk of the
college savings bonds have carried maturity val-
ues of $1,000 with some of them maturing at
$5,000. The maturities of these bonds have
ranged from 10 to 20 years, with the first bonds
maturing in 1988, and the bonds have been pay-
ing an interest rate of 7.0 to 7.5 percent.

o [llinois first issued bonds in January 1988. While

its bonds may be used for any purpose without
penalty, its program provides a coupon to be used
to cover college costs to bond-holders who use the
money received from the bond to pay for a college

DISPLAY 6 Selected Characteristics of Existing Savings Bond Programs in Other States

Characteristic linois

North Carolina

North Dakota Washington

Authorization Date September 1987 July 1987 April 1988 February 1988
Implementation Nute January 1988 August 1987 June 1988 September 1988
Resident Requirement No No No Yes
Publicity Yes No Yes Yes
Financial Aid Status $25,000 exempt  Not exempt Not exempt Not exempt
Use Restrictions No No No No

Total Invested $315 million $36 million $15 million $50 million

Anticipated Yield 6.9 to 8.0 percent

7.0 to 7.5 percent 6.8 to 7.9 percent

6.5 to 7.1 percent

Source: California Postsecondary Education Commission, 1988, p. 10,
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education. The program also exempts up to
$25,000 in bonds from financial need assess-
ments as an additional incentive to using the
bonds for education. State policy makers view
this exemption as equitable, sensing that a loss
in eligibility for financial aid resulting from sav-
ings in bonds unfairly penalized purchasers for
responsibly planning for the future. The state
has publicized its program and has sold a total of
$315 million in bonds, ranging in price from $935
to $3,700, depending on length of maturity. They
are zero-coupon bonds with a $5,000 maturity
value. They mature over a range of 5 to 20 years.
Interest rates paid range from 6.9 percent annu-
ally for short-term bonds to 8 percent annually
for long-term bonds. An important aspect of this
program is an educational and marketing effort
designed to inform parents about the options
available for financing a higher education and
the need to save in advance.

North Dakota first issued bonds in June 1988.
Its program provides additional bonus coupons to
be used to cover college costs when bond-holders
use the money received from the bond to pay for a
college education. However, the program does
not exempt investment in the program from fi-
nancial need assessments. The $15 million in
educational savings bonds sold in June 1988
were zero-coupon bonds that carried maturity
value of $5,000. The maturity dates were from 6
to 13 years. Depending on maturity, interest on
the bonds ranged from 6.8 to 7.9 percent.

The Washington State program first issued
bonds in September 1988, and its bonds may be
used for any purpose without penalty. The pro-
gram does not provide incentives to motivate
educational use of the bonds, such as bonus cou-
pons for educational purposes, and it does not
exempt investment in the program from finan-
cial need assessments. The Washington State
Legislature intended to open the program only to
residents, but program administrators do not ex-
pect to be able to defend this policy if challenged.
They have heavily publicized the program, re-
sulting in the purchase of the total $50 million in
bonds authorized for this first issue. Residents
purchased the bonds at prices rangi..g from
$1,107 to $3,188. The earliest maturing bond in
the Washington program will mature in 1995.

The anticipated yield on the tax-exempt bonds
was 6.5 to 7.1 percent.

Because of each family's unique economic situation
and because innumerable private investment pro-
grams have been created solely to assist families
plan and save for future college funds, the Commis-
sion takes no position as to which program is most
appropriate.

State role

The average annual rate of increase in public and
private college tuition, in California and elsewhere,
over the last decade has certainly been a matter of
public concern and, as mentioned above, has moti-
vated the efforts on the part of a number of states
and the federal government to provide some assis-
tance in the form of savings plans. Despite ques-
tions about the State’s role in establishing savings
programs, the issue of providing information about
college costs and what families can do to meet these
costs deserves attention.

As Display 7 on page 18 shows, the Consumer Price
Index, both nationally and in California ircreased
at an average annual rate of 5.0 and 5.3, respective-
ly, between 1980 and 1989. During the same peri-
od, the average tuition and fees for a full-time stu-
dent at the University of California increased 7.1
percent. At the California State University, the
average tuition and fees for a full-time student in-
creased 11.5 percent. Average tuition and fees at
private colleges and universities in California in-
creased at an average annual rate of 9.0 percent. As
the data indicate, tuition and fees -- especially in
the private sector -- ar: likely to continue for the
foreseeable future to increase at a rate faster than
inflation, and federal policies that encourage bor-
rowing and discourage saving will not change in the
short term. Although the problem of encouraging
families to save for their children’s education if they
have the resources to do so is arguably caused by
federal rather than State policy, the State should
explore ways to address it (California Postsecon-
dary Education Commission, 1986¢, p. 24).

In this regard, the State has already demonstrated
that it has an appropriate role in the dissemination
of information on higher education that includes in-
formation on college costs, as in these publications:
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DISPLAY 7 Annual Undergraduate Tuition and Fees for Full-Time Resident Students Charged
by the University of California, the California State University, and Independent

California Colleges and Universities, 1980-81 Through 1990-91

National California  Califomia
Consumer Consumer Personal

Price lndex Price Index Income
TR RS S

University California Independent

of Percent  State Percent  Colleges & Percent

Year Cahfomu Increase University Increase Universities  Increase:
SRR R

A

g

1980-81 $776 $226 $4,610b 115% 116 % 1183 %
1981-82 97 22% 5260b 124% 8.7 10.7 6.3
1982-83 1,300 233 59¥b 113 4.1 22 74
1983-84 1,387 63 6540b 93 37 37 104
1984-85 1,317 -5.3 720b 98 39 4.9 85
1985-86 1,34 05 7910b 83 29 4.0 74
1986-87 1,345 1.6 8610b 8.1 27 32 8.7
1987-88 1,492 9.9 9250b 6.9 41 4.2 85
1988-89 1,554 4.0 9980b 7.3 4.6 49 -
1989-90 1,634 4.9 10810 7.7 42¢ S.le -

43d 41d

Average 71 115 90b 5.0 53 8.6

a. Based on proposed 1990-91 Governor's Budget.

b. Figures indicate weighted average fees calculated by multiplying the tuition
and fees of each institution with the FTE enroliment of that institution.

¢. Estimated.

d. Projected.

N.A. = Not yet available.

Sources; California Postsecondary Education Commiraion Fiscal Data Abstract 1, June 1989, pp. 16 and 34; Association of Inde-
. pendent California Colleges and Universi‘..ea, Analysis of Growth in Tuition and Fees, 1970-1989; and Consumer Price
Index,, Commission on State Finance.

e The California Postsecondary Education Com- service announcements publicizing the Cal Grant

mission perindically publishes its guide to Cali-
fornia higher education (1989f), which includes a
listing of the average annual undergraduate tu-
ition and fees for each degree-granting institu-
tion of higher education in the State.

The California Student Aid Commission has im-
plemented an extensive public information and
outreach program which is designed to dissemi-
nate information about all institutional, state,
and federal student aid programs to potential fi-
nancial aid applicants in the State. This pro-
gram includes the publication of the Financial
Aid for Students workbook and its companion
Counselors Guide, as well as the "Dare to Dream”
video and numerous radio and television public

and other aid programs. CSAC also publishes in-
formation on college costs as part of the State fi-
nancial aid application process.

Individual public colleges and universities pub-
lish information on the costs associated with that
particular institution,

State-funded outreach programs have developed
information, in print and video formats, to in-
form students and their families about college
costs and financial aid.

Considering the degree of importance that informa-
tion on college costs figures in student motivation



and decision making, the need for periodic, updated
information on actual college costs is paramount.

Further, althcugh publications that contain infor-
mation on college costs are well distributed and ac-
curate, the degree to which it is integrated in public
information programs is unknown. As has been
suggested by the Pennsylvania experience, out-
reach efforts should be expanded into a comprehen-

sive and interactive public information program
thec uses electronic media as well as print media to
provide information to parents and students of all
economic backgrounds with information about ways
of meeting college costs. California would do well to
incorporate that suggestion in future efforts by pro-
viding current information on actual college costs
and recommending early and prudent financial
planning to help offset future college costs.

2H
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4

Conclusions, Options, and Recommendations

Conclusions

As this review has shown, statewide efforts to pro-
vide information about academic and financial
preparation for colleges suffer from the following
shortcomings:

1. They reach only a small portion of the student
population -- roughly 3.5 percent nf public school
students between grades 7 and 12.

2. They generally reach students in high school
and occasionally junior high, rather than in ear-
lier grades when intervention strategies have
been shown to have a higher probability of pay-
off. Only the College Readiness and MESA Pro-
grams reach students below the seventh grade.

3. They fail to integrate information about both
academic and financial preparation for college.

4. Those that provide financial information do not
offer much insight about the real costs of college
and tend to stress financial aid as contrasted

" with savings; and apart from Student Aid Com-
mission publications, no State-funded programs
provide general information about college costs
for st 1dents and their parents,

5. Finally, none of them have been systematically
supported with a stable and consistent source of
State revenues.

As a result, Californians who do receive informa-
tion about the costs of college tend to get it from

newspaper articles that present the information in -

a way that may convince all but the very well-to-dv
that college is now, or soon will be, financially inac-
cessible. This "scaring-off” of the middle and upper
class has resulted in political pressure in California
as well as elsewhere nationally to put in place a.ate-
backed tuition prepayment or other college savings
programs to encourage early savings for college.
Such efforts have thus far been unsuccessful in
California, for the combined reasons of (1) concern

about diversion of available State resources away
from financial aid programs to students who have
historically not had a problem of inadequate access
to higher educatior (2) belief that encouragement
of savings is a private sector responsibility; and (3)
the fact that most of the costs of college in Califor-
nia’s public institutions are not related to “tuition”
or fees, put rather are from room and board, trans-
portation, and books and supplies.

Options for the State

The issues of ctudent academic and financial prep-
aration for college attendance are among the most
important and challenging to face state, national
and institutional policy makers. A whele set of
questions about how to influence individual behav-
ior through institutional interventions are central
to the issue -- questions about which there is not a
straight-forward consensus among educational poli-
cy makers, economists or politicians. Without dis-
missing the knottiness of the problem, though, it
seems like California can make progress on the is-
sue, if it chooses to do so as a policy matter, by decid-
ing to approach it as straight-forwardly as possible.
[fthat is acceptable, then it seems like the following
set of options -- which do not have to be mutually ex-
clusive - are the ones that need to be explored for
policy action:

1. Fund financial aid as an entitlement,
whereby all eligible students receive financial
aid ot prede.ermined levels if they choose

" to attend college.

This first option was debated by the Commission
for the Review of the Master Plan during the
course of its Master Plan review and was dis-
missed as politically ‘mpractical The issues are
twofold: (1) there is considerable concern -- and,
from the perspective of the Commission, legiti-
mate cnncern -- that more and more of the State
budget is being removed from the practical con-
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trol of State policy makers. Putting program
funding into an entitlement mode essentially in-
sulates it from State budget policy and priority
decision making. (2) The second problem with
funding financial aid as an entitlement is that fi-
nancial aid has both a merit and a need compo-
nent. To fund the program as an entitlement
might remove the merit component over time, by
setting an academic standard for eligibility that
is not appropriate.

. Set State policy goals for financial aid that
ensure adequate availability of financial aid
to needy students.

When the Master Plan Review Commission
chose not to elect the entitlement option, they
moved instead to the option of setting policy
goals for financial aid that would serve as the
basis for funding decisions. ‘Those goals are
threefold: first, to set the number of Cal Grant
awards to equal one-quarter of the number of re-
cent high school graduates; second, to raise the
level of the maximum grant available to stu-
dents at public institutions to cover the full cost
of student fees, and to independent institutions
to equal the average incremental cost to educate
a student in the public sector; and third, to in-
crease the number of Cal Grant B awards. As of
this writing, these goals for the financial aid pro-
grams are proposed to be included in the Master
Plan legislation that is being debated now in the
Legislature. Although, unfortunately, little
progress has been made thus far in meeting
these goals budgetarily -- the only one that has
thus far been met is the “full-fee funding” for
students in the University of California and the
California State University -- it is hoped that
getting thase goals into statute will help move in
that direction.

. Meet policy goals for financial aid and add
the explicit policy goal of promoting financial
aid as an incentive to low-income students

to prepare academically for college.

This third option would include funding the poli-
cy goals in Option 2, and also adds to the State’s
priorities for financial aid the policy goal of pro-
moting inforination about financial aid as an in-
centive for students to prepare academicaily for

college. At the present time, the State’s finan-
cial aid program has essentially three goals that
are stated in statute: (1) the goal of access, or re-
moving financial barriers to attend a postsecon-
dary educational institution; (2) the goal of
choice to attend the institution which is most
academically appropriate to the student; and (3)
the goal of supporting academic merit. Nowhere
in that list is the recognition that knowledge
about the availability of financial aid can be a
powerful incentive for students to prepare aca-
demically for college. This option stops short of
funding financial aid as an entitlement -- stu-
dents would have to apply for financial aid to get
it, and would have to meet the eligibility crite-
rion of financial need and academic merit. But
information that suggests that financial aid is
availahle can be a powerful incentive for stu-
dents to prepare academically for college. At the
present time, the message that many students
get through the media, from their peers and else-
where can too often be that college is out of reach
financially, so they might just as well not bother
to try to excel academically.

. Fund a State-supported college savings/

tuition prepayment prograr

Thisoption has been extens.. - debated in Cali-
fornia over the past several ..rs, by this Com-
mission as well as the Legislature. There are
many arguments in its favor, the strongest being
the perception that fear about the rising costs of
college may be driving the middle class out of
college. These students and families generally
are not eligible for financial aid other than
loans. The fear of loan-financed education, or of
no college education at all, for their children is a
volatile political issue that has captured the at-
tention of many politicians, especially those who
sense the growing frustration of the shrinking
middle class with their relative economic insta-
bility when compared to their parents.

The problem of growing social and economic in-
equality in the United States i: not (unfortu-
nately, perhaps) caused by college costs, nor will
it be solved by prepaid tuition programs. The re-
ality is that, while there is growing evidence
that the “middle class” in America is shrinking,
there is no good evidence that there is a growing
problem of access to postsecondary education
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among this population. California especially has
supported access to postsecondary education for
the middle class by maintaining its no-tuition
and low fee policies in the public institutions.
Although the costs of college attendance in Cali-
fornia arecomparable to those in other states, in
California the lion’s share of college costs are
subsistence costs, not student charges. And it
appears that the existing tax advantages of pre-
paid tuition programs evaporate when they be-
come general savings programs. Finelly, there
is concern in California that the goal of encour-

aging savings for college is a private, and not a |

public sector, responsibility, as evidenced by the
Governor's veto of prepaid tuition legislation on
these grounds.

. Improve public information about college costs
to students and their families.

This fifth option would be to concede the private
sector responsibility for helping families to put
together individual savings plans -- which might
include reliance on federal savings bonds -- but
recognize a State role and responsibility to im-
p-ove the quality of information that is made
available to students and their families about
theactual costs--or prices -- of college attendance
in California. Right now in California, infor ma-
tion about college costs is made available on re-
+ quest by the Postsecondary Education Commis-
sion and the Student Aid Commission, but there
is no single comprehensive “California College
Cost Book” that rivals the Cost Book published
annually by The College Board. That book and
media coverage of it are important in sending
the public the message that college is going to be
out of reach to all but the very wealthy.

. Provide State funding for a program that
routinely gets information about academ.ic
and financial preparation to students

and their families as early as possible.

This last option would be to put in place a State-
fur.ded program that would provide information
about both academic and financial preparation
needed for college to students and their families
as early as possible. This last option would not
by itself constitute a policy goal, but would be a

strategy to implement other policy goals if adopt-
ed.

Recommendations

Without dismissing the appeal of the other options,
but recognizing the funding constraints no- faced
by the State of California to moving forward on all
of them at this time, staff recommend to the Com-
mission adoption at this time of the policy goals em-
bedded in Options 3 and 5, accompanied by at1 im-
plementation strategy designed to move forward on
Option 6.

Promotin; financialaid as an incentive
for low-income students (Option 3)

This option adds to the State’s existing policy goals
for State financial aid the goal of financial aid as an
incentive for academic preparation. This goal must
not supersede the other policy goals of the Cal
Grant program, and, if it is adopted and implement-
ed, must not detrac: from the policy priorities of ful-
ly funding existing goals for the Cal Grant program,
as stated in Option 2. The State should continue to
make progress on reaching its goals of increasing
the availability of financial aid funding to ensure
adequate availability of financial aid to low-income
students. Further, financial aid should have an in-
centive component and should be integrated into all
public information and early outreach programs.
This option can be implemented in legislation as a
goal immediately, and it is recommended that Com-
mission staff work with the California Student Aid
Commission, in cooperation with apprepriate seg-
mental representations, towards that end.

Improving public information
about college costs (Option 5)

This option recognizes the policy importance of get-
tinginformationto all interested Californians about
the costs of college attendanc:e and puts improved
public information about cuiiege costs as a State re-
sponsibility and a State goal. This option, like the
incentive role, can be implemented in legislation
immediately, and it is recommended that Commis-
sioners and staff work in cnllaboration with the
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California Student Aid Commission, in consultation
with the segments, towards that end.

Funding inforniation about academic
and financial preparation for students
and their families as early as possible (Option 6)

This last and perhaps most important option, would
put in place State funding for a program that would
routinely get information about both academic and
financial preparation for college to students and
their families as early as possikle. At the present
time, the State does not provide a consistent or sta-
ble source of funding for such a program at all, and
the only programs that do exist reach a very small
proportion of the population.

Implementation of this goal requires two issues to
he addressed at the statewide level: (1) the money
that would be required, and (2) the State agency
that should do it.

Money required: While Commission staff have not
at this point come up with a precise estimate of the
costs of such a program, most people who are knowl-
edgeable about what is being done and what could
be done with more are clear that funding at an an-

nual level of $1 million would buy a considerable
amount,

Agency responsible: This latter issue may be a big-
ger problem to address than that of money. The
State has not systematically addressed how it regu-
larizes and supports efforts to blend intersegmental
programs. Unless a new State agency is created for
the purpose of managing such a program, there are
several extant organizations where such a program
could logically reside: in the Staite Department of
Education, in the Student Aid Commission, with
the Intersegmental Coordinating Council, or with
the Postsecondary Education Commission.

The Commission proposes to convene an advisory
committee for the purpose of identifying all of the
options for such a program and seeking to reach
consensus about what makes the best sense among
them. Such a committee should include representa-
tives of the segments, the Student Aid Commission,
and legislative and gubernatorial staff. Given the
importance of a commitment from both the Legisla-
ture and the Governor to the success of this enter-
prise, it is recommended that this implementation
effort not begin until after the Fall 1990 election.



Appendix Assembly Concurrent Resolution 133 (1988)

Assembly Concurrent Resolution No. 133

RESOLUTION CHAPTER 72

Assembly Concurrent Resolution No. 133—Relative tr outreach
and public information on the costs of higher education.

(Filed with Secretary of State July 7, 1968.]

LEGISLATIVE COUNSEL'S DIGEST

ACR 133, Hughes. Postsecondary education: costs.

The measure would request the California Postsecondary
Education Commission to (1) consider alternative strategies to
expand early outreach and public information to elementary and
junior high school pupils with respect to the costs of higher
aducation; (2) explore the potential utilization of financial incentives
to increase pupil motivation to complete their schuoling and prepare
for college; (3) establish an advisory committee; and (4) present to
the Legislature and the Governor recommendations, a cost estimate,
and a proposed time schedule for implementing new policy in this
area.

WHEREAS, It is in the best interest of the people of this state to
enhance and foster the ability of California residents to enroll in
institutions of higher education within this state; and

WHEREAS, The technical complexity of the application process
for both state and federal financial aid makes real access to financial
aid for many students problematic; and

WHEREAS, The increased cost of tuition and fees for education
coupled with inadequate increases for grant assistance is forcing
more students and families to obtain loans to pay the costs of
attendance; and

WHEREAS, Early information about college costs will encourage
many families to improve their financial planning and increase these
savings for college, and thereby avoid the necessity of borrowing
large amounts of money to assist their children in attending college;
an

WHEREAS, Information to elementary and junior high school
pupils and their families about options for college attendance,
inciuding necessary academic as well as financial preparation, has
been demonstrated to enhance personal motivation and increase the
probabilities that pupils will complete secondary school and prepare
for college; and

WHEREAS, A state pricrity exists to increase college attendance
for economically disadvantaged groups who historically have not had
access to postsecondary education because of either financial barriers
or inadequate preparation for college; now, therefore, be it

Resolved by the Assembly of the State of California, the Senate

Q 3“
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Res. Ch. 72 -0

thereof concurring, That the California Postsecondary Education
Commission is hereby requested to consider alternative strategies to
expand early outreach and information efforts to elementary
Pretaratia o for 'fg:h?nd‘abozmm ly for
preparation necessary co R t . to apply for
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Resolved, That the California Postsecondary Educatio
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE Cas.lifornia Postsecondary Education Commis-
sion is a citizen board established in 1974 by the
Legislature and Governor to coordinate the efforts
of California’s colleges and universities and to pro-
vide independent, non-partisan policy analysis and

recommendations to the Goverrior and Legislature.

Members of the Commission

The Commission consists of 15 members. Nine rep-
resent the general public, with three each appointed
for six-year terms by the Governor, the Senate
Ruies Committee, and the Speaker of the Assambly.
The other six represent the major segments of poet-
secondary education in California.

As of February 1990, the Commissioners represent-
ing the general public are:

Mim Andelson, Los Angeles;

C. Thomas Dean, Long Beach;

Henry Der, San Francisco,

Seymour M. Farber, M.D., San Francisco;
Rosalind K. Goddard, Los Angeles;

Helen Z. Hansen, Long Beach;

Lowell J. Paige, El Macero; Vice Chair;
Cruz Reynoso, Los Angeles: Chair; and
Stephen P. Teale, M.D., Modesto.

Representatives of the segments are:

Meredith J. Khachigian, San Clemente; appointed
by the Regents of the University of California;

Theodore J. Saenger, San Francisco; appointed by
the Trustees of the California State University;

John F. Parikhurst, Folsom; appointed by the Board
of Governors of the California Community Colleges;

Harry Wugalter, Thousand Qaks; appointed by the
Council for Private Postsecondary Educational In-
stitutions;

Jossph D. Carrabino, Orange; appointed by the
California State Board of Education; and

James B. Jamieson, San Luis Obispo; appointed by
the Governor from nominees proposed by Califor-
nia's indeperdent colleges and universities.
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Functions of the Commission

The Commission is charged by the Legislature and
Governor to "assure the effective utilization of pub-
lic postsecondary education resowsces, thereby elimi-
nating waste and unnecessary daplication; and to
promote diversity, innovation, aad responsiveness
to student and societal needs.”

To this end, tne Commission cosducta: independent
reviews of matters affecting the 2800 institutions of
postsecondary education in California, including
community colleges, four-year eslleges, universi-
ties, and professional and occupatienal schools.

As an advisory planning and cossdinating body, the
Commission does not administer or govern any in-
stitutions, nor does it approve, asthorize, or accredit
any of them. Instead, it cooperates with other State
agencies and non-governmental groups that per-
form these functions, while opersting:as-an indepen-
dent board with its own staff andits own: specific du-
ties of evaluation, coordination, sad pianning,

Operation of the Commissioa

Tha Commission holds regular meetings throughout
the year at which it debates and takes action on
staff studies and takes positions ea propased: legisla-
tion affecting education beyond the high school in
California. By law, its meetings are open to the
public. Requests to speak at a mesting may be made
by writing the Commission in advance orby submit-
ting a request before the start of the meeting.

The Commission’s day-to-day werk is carried out by
its staff in Sacramento, under the guidance of its ex-
ecutive director, Kenneth B. O'Brien, who is ap-
pointed by the Commission.

The Commission publishes and distributes without
charge some 30 to 40 reports each year on major is-
sues confronting California postsecondary educa-
tion. Recent reports are listed oa the back cover.

_Further information about the Commission, its

meetings, its staff, and its publications may be ob-
tained from the Commission offices at 3020 Twelfth
Street, Third Floor, Sacraments, CA 98514-3985;
telephone (916) 445-7933.
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EXPANDING INFORMATION AND OUTREACH EFFORTS
TO INCREASE COLLEGE PREPARATION

California Postsecondary Education Commission Report 90-18

ONE of a series of reports published by the Commis-
sion as part of its planning and coordinating respon-
sibilities. Additional copies may be obtained without
charge from the Publications Office, California Post-
secondary Education Commission, Third Floor, 1020
Twelfth Street, Sacramento, California 95814-3985.

Recent reports of the Commission include:

89-32 California Colleges and Universities, 1990: A
Guide to Degree-Granting Institutions and to Their
Degree and Certificate Programs (December 1989)

90-1 Higher Education at the Crossroads: Planning
for the Twenty-First Century (January 1990)

90-2 Technical Background Papers to Higher Edu-
cation at the Crossroads: Planning for the Twenty-
First Century (January 1990)

90-3 A Capacity for Learning: Revising Space and
Utilization Standards for California Public Higher
Education (January 1990)

90-4 Survey of Space and Utilization Standards and
Guidelines in the Fifty States: A Report of MGT Con-
sultants, Inc., Prepared for and Published by the Cali-
fornia Postsecondary Education Commission (Jan-
uary 1990)

80-5 Calculation of Base Factors for Comparison In-
stitutions and Study Survey Instruments: Technical
Appendix to Survey of Space and Utilization Stan-
dards and Guidelines in the Fifty States. A Second
Report of MGT Consultants, Inc., Prepared for and
Published by the California Postsecondary Education
Commission (January 1990)

90-8 Final Report, Study of Higher Education Space
and Utilization Standards/Guidelines in California:
A Third Report of MGT Consultants, Inc., Prepared for
and Published by the California Postsecondary Edu-
cation Commission (January 1990)

90-7 Legislative Priorities of the Commission, 1990:
A Report of the California Postsecondary Education
Commission (January 1990)

90-8 State Budget Priorities of the Commission,
1990: A Report of the California Postsecondary Edu-
cation Commission (January 1990)

90-9 Guidelines for Review of Proposed Campuses
and Off-Campus Centers: A Revision of the Commis-

sion’s 1982 Guidelines and Procedures for Review of

New Campuses and Off-Campus Centers (January
1990)

90-10 Faculty Salaries in California’s Public Uni-
versities, 1990-91: A Report to the Legislature and
Governor in Response to Senate Concurrent Resolu-
tion No. 51 (19685) (March 1990)

90-11 Status Report on Human Corps Activities,
1990: The Third in a Series of Five Annual Reports to
the Legislature in Response to Assembly Bill 1820
(Chapter 1245, Statutes of 1987) (March 1990)

90-12 The Dynamics of Postsecondary Expansion
in the 1990s: Report of the Executive Director, Ken-
neth B. O'Brien, March §, 1990 (March 1990)

90-13 Analysis of the 1990-91 Governor’s Budget:
A Staff Report to the California Postsecondary Edu-
cation Commission (March 1990)

90-14 Comments on the California Community Col-
leges’ 1989 Study of Students with Learning Disabil-
ities: A Second Report to the Legislature in Response
to Supplemental Report Language to the 1988 State
Budget Act (Aprii 1990)

90-15 Services for Students with Disabilities in
California Public Higher Education, 1990: The First
in a Series of Biennial Reports to the Governor and
Legislature in Response to Assembly Bill 746 (Chap-
ter 829, Statutes of 1987) (April 1990)

90-18 Standardized Tests Used for Higher Educa-
tion Admission and Placement in California During
1989: The First in a Series of Biennial Reports Pub-
lished in Accordance with Senate Bill 1416 (Chapter
4486, Statutes of 1989) (April 1990)

90-17 Academic Program Evaluation in California,
1988-89: The Commission’s Fourteenth Annual Re-
port on Program Planning, Approval, ard Review Ac-
tivities. (June 1990)

90-18 Expanding Information and Qutreach Efforts
to Increase College Preparation: A Report to the Leg-
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current Resolution 133 (Chapter 72, Statutes of 1988)
(June 1990) d

90-19 Toward an Understanding of Campus Cli-
mate: A Report to the Legislature in Response to As-
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