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HEARING ON THE REAUTHORIZATION OF THE
HIGHER EDUCATION ACT OF 1965

TUESDAY. JUNE 4. 1991

Hausa OF REPRESENTATIVES,
SUECOMMTITES ON POSTSECONDARY EDUCATION,

COMMITTEE ON EDUCATION AND LABOR,
Washington, DC

The subcommittee met, pursuant to notice, at 9:55 a.m., Room
2275, Rayburn House Office Building, Hon. William D. Ford [Chair-
man] presiding.

Members present: Representatives Ford, Hay... , Sawyer, Payne,
Andrews, Jefferson, Reed, Roemer, Kildee, Coleman, Petri, and
Barrett.

Staff present: Thomas Wolanin, staff director; Jack Jennings,
education counsel; Maureen Long, legislative associate/clerk;
Gloria Gray-Watson, administrative assistant; Jo-Marie St. Martin,
minority education counsel; Beth Buehlmann, minority education
coordinator; and Rose Di Napoli, minority professional staff
member.

Mr. Run. [presiding] Good morning. Mr. Ford has asked me to
convene this hearin,g. I am very pleased to do so.

This is the 16th hearing in a series of 44 on the Reauthorization
of the Higher Education Act.

Today is our first of two hearings on the Pell Grant Program.
The Pell Grant program is the Foundation Program for Federal
and fmancial assistance. This is the largest student grant program,
receivinjr. $5.38 billion in funding during this fiscal year.

The Pell Grant program provides needs-based assistance to low-
income undergraduates to attend the institution of their choice.
For this coming academic yftr, 3.4 million students will receive
Pell Grants of up to $2,400 to help them pursue their education
goals.

The witnesses before us today represent all sectors of postsecond-
ary educationpresidents of institutions, students, teachers, finan-
cial aid administrators, even guaranty agenciesall with smw-
tions for changes in the Pell Grant Program. I am also pleased to
welcome Michael Farrell, the Acting Assistant Secretary for Post-
secondary Education to present the administration's position on
the Pell Grant Program.

I look forward to hearing the comment and suggestions of our
witnesses for ways to improve the foundation program for Federal
student assistance.

[The prepared statements of Hon. William D. Ford and Hon.
Joseph M. Gaydos follow:j

f;
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OPENING STATEMENT

THE HONORABLE WILLIAM D. FORD

OF MICHIGAN

TUESDAY, JUNE 4, 1991

I AM PLEASED TO CONVENE THE SUBCOMMITTEE ON

POSTSECONDARY EDUCATION FOR THIS I6TH HEARING IN

A SERIES OF 44 ON THE REAUTHORIZATION OF THE HIGHER

EDUCATION ACT.

TODAY IS OUR FIRST OF TWO HEARINGS ON THE PELL

GRANT PROGRAM, THE FOUNDATION PROGRAM FOR

FEDERAL STUMM FINANCIAL ASSISTANCE. THIS IS THE

LARGEST STUDENT GRANT PROGRAM, RECEIVING $538

BILLION IN FUNDING DURING THIS FISCAL YEAR.

THE PELL GRANT PROGRAM PROVIDES NEED-BASED

ASSISTANCE TO LOW-1NCOME UNDERGRADUATES TO

ATTEND THE INSTITUTION OF THEIR CHOICE. FOR THIS

COMING ACADEMIC YEAR, 3.4 MILLION STUDENTS WILL

RECEIVE PELL GRANTS OF UP TO $2400 TO HELP THEM

puzstm THEIR EDUCATION GOALS.
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THE WITNESSES BEFORE US TODAY REPRESENT ALL

SECTORS OF POSTSECONDARY EDUCATION - PRESIDENTS

OF INSTITUTIONS, STUDENTS, TEACHERS, FINANCIAL All)

ADMINISTRATORS, EVEN GUARANTY AGENCIES - ALL

WITH SUGGESTIONS FOR CHANGES IN THE PELL GRANT

PROGRAM. I AM ALSO PLEASED TO WELCOME MICHAEL

FARRELL, THE ACTING ASSISTANT SECRETARY FOR

POSTSECONDARY EDUCATION TO PRESENT THE

ADMINISTRATION'S POSITION ON THE PELL GRANT

PROGRAM.

I LOOK FORWARD TO HEARING THE COMMENTS AND

SUGGESTIONS OF OUR WITNESSES FOR WAYS TO IMPROVE

THE FOUNDATION PROGRAM FOR FEDERAL STUDENT

ASSISTANCE.
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Opening Statement
Joseph H. Oaydos

June 4, 1991
Postsecondary Education Hearing

The student assistance programs in the Higher Education

Act of 1965 were designed to foster access to and choice of

educational programs regardless of a student's financial

circumstances.

Originally this was to be accomplished by providing

grants to the lowest income students and providing loans to

students who were not in the lowest income categories but

still needed assistance to realize their educational dreams.

While this system has, for the most part, been hugely

successful, there has been increasing concern over the past

several years about students accumulating excessive debt

burdens.

Today, even the most needy students have been forced to

take out loans to finance their educational dreams because

Pell grants have lost the buying power they once held. As

tuitions increased at a rate far above that of inflation,

student assistance appropriations were unable to even keep

pace with inflation.

Of all students receiving federal assistance during the

1989-1990 school year -- almost three percent of those

students with family incomes less than $12,000 received only

loans according to preliminary data from the Department of

Education. An additional 34 percent of these low income

students received a combination of grants and loans.

- 1 -
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For those students in this same income category who

received grants but still had to borrow, almost 59 percent of

them borrowed more than $2,000 and more than ten percent of

these had to borrow more than $3,000.

Using conservative estimates, these students will owe at

least $8.000 and many will owe more than $12,000 over the

course of a four-year program.

The debt burden for middle income students is even

greater because fever middle income students qualify for

grants, and, when they do qualify, they receive smaller

awards.

There are many issues that must be dealt with during this

reauthorization of the Higher Education Act. But this issue

should be at the top of the list if we, as a nation, are to

continue to pride ourselves on having an educational system

that is accessible regardless of a student's economic

situation.

-2 -

0
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Mr. REED. At this time, I would like to recognize Mr. Farrell for
his statement.

Mr. Farrell.

STATEMENT OF MICHAEL FARRELL, ACTING ASSISTANT SECRE.
TARY FOR POSTSECONDARY EDUCATION, U.S. DEPARTMENT
OF EDUCATION. WASHINGTON, DC
Mr. FARRELL, Thank you, Mr. Chairman and members of the

committee. I appreciate this first opportunity to come before you to
testify on behalf of the administration's plan for reauthorizing the
Higher Education Act.

I hope our proposals will contribute to the complete review
which you, Mr. Chairman and the members of the committee, have
planned during the reauthorization. The Secretary has previously
indicated his desire to reexamine policies that the Department put
forward particularly the minimum academic achievement require-
ment. In addition, we are examining a variety of ways to strength-
en the eligibility for a "gatekeeping" system.

I want to begin by putting our Pell Grant proposals in the con-
text of our plan designed to help achieve our national educational
goals. These goals include by the year 2000, every adult American
will be literate, possess the knowledge and skills necessary to com-
pete in a global economy. A critical objective related to this goal is
to increase completion rates for the disadvantaged students. The
drive for higher education improvement is limited at the Federal
level, will provideand by the necessarily disciplined proposed by
the 1990 budget summit agreement.

Another important goal of our plan is to restore integrity in our
aid programs by improving management and reducing waste of
taxpayer dollars.

With these in mind, I will talk about our proposals. The proposal
is to restore the purchasing power of the Pell Grants maximum
award to $3,700 and increase it 54 percent. We are also a simplify-
ing of the delivery of student aid by proposing a student needs
analysis assessment of Title IV student aid programs.

The administration is also proposing what we believe to be an
important supplement of the Pell Grant, the Presidential National
Achievement Scholarship. It would reward academic excellence by
providing an additional $..W to Pell Grant recipients who have met
top academic standards.

To receive an award in the freshman year, high school students
must, for example, rank in the top 10 percent of their high school
class. Once in college, students must rank in the top 20 percent of
their class to receive an achievement scholarship. Those students
qualifying for this could thus receive a total of $4,200 to formula-
based Federal grant assistance each year.

I would like to turn briefly to the issue of program integrity. We
are proposing several cross-cutting measures to protect taxpayers
and the students from schools that abuse our programs. One exam-
ple is the current statutory revision revoking GSL eligibility for
schools with three consecutive years of high default rates. We
would bar the participation of such schools in any Title IV student
aid programs. 1 MN= NM
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To close, I just want to say that I feel confident that we are going
to restore the integrity of the student fmancial aid program. We
have a strong mandate from the Secretary and the President. This
committee and Congress are committed to building sound pro-
grams.

Finally, I believe the organizations involved in educationthe
schools, the associations, the accrediting agencies, the banks, the
guarantee agenciesall recognize their obligations for more re-
sponsibility for the integrity of these programs. We at the Depart-
ment have a lot to do to make the system operate as it should.
These efforts will help achieve a better result to the ultimate bene-
fit of the student, which is what this program is all about.

I would just like to add one further comment for the benefit of
Chairman Ford. He expressed an interest in my last appearance
here for a list of six States that were mentioned in response to his
question concerning the States who shared in the expense of costs
of about 20 percent. Those six States that mentioned were basingon fiscal year 1989we are presently reviewing the current fiscal
year; therefore, we would request the Chairman to permit us to
finish our evaluation of that so that the list of States that we pro-vide will be an accurate reflection of what is appropriately in-
volved.

Thank you.
[The prepared statement of Michael Farrell follows:1
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Mr. Chairman and Members of the Committees

I appreciate this first opportunity to testify on behalf of

the Administration's plan for reauthorizing the Higher Education

Act of 2965 (SEA). I know your focus today i on the Pell Grant

program, and my remarks will be directed primarily at our

proposals for targeting Pell Grants on the poor, rewarding

academic excellence, and monitoring program integrity.

I hope our proposals will contribute to the thorough review

which you, Mr. Chairman and th Members of the Comeittes; have

indicated will occur during the reauthorization process. The

Secretary has previously expressed his desire to re-examine a few

policies that the Department put forward in its reauthorization

proposal, particularly the minisua *cadmic achievement

requirement for Federal student aid recipients. In addition, ws

are examining a variety of ways to stranithen the institutional

eligibility Ngatekeepingo system.

We intend to work closely with this committee and the Senate

to fashion a fundamental restructuring of thro HEA that recognizes

and responds to the new challenges facing postsecondary

education.

Mr. Chairman, the Pell Grant program is clearly one of the

most important of our student financial aid programs. Ass

intended by the Congress when the program was created in 1972,

the Pell Grant has become a basic building block of postsecondary

education access and choice for the financially disadvantaged.



10

2

rts formula nature engorge equity in the treatment of students,

and its portability across institutions and program promotes

educational quality through institutional competition.

But the program requires some major changes it it is to be

successfUl in the future. The Administration is proposing such

changes in this reauthorization. I want to begin by putting our

Pell Grant proposals in context, by describing the perspective

from which wig have approached the challenge of reforming this

program.

First, our MA reauthorization plan is designed to help

achieve our national education goals. As you know, these goals

include the commitment to ensure that by the year 2000, every

adult American win be literate and possess the knowledge and

skills necessary to compete in a global economy, and to exercise

the rights and responsibilities of citizenship. A critical

objective related to this goal is to increase persistence and

completion rates for disadvantaged students, including

minorities. The Pell Grant changes, coupled with our proposals

to reform pre-college services, can be a fundamental tool for

helping achieve this objective.

Second, student aid reform must be accomplished within the

tight budget discipline imposed by Congress in the 1990 Budget

Reconciliation Act. All of us in the Executive Branch, as well

as the Congress, must maks the best use of the resources

available, in keeping with the fiscal discipline that is our

shared responsibility.

5
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Third, Secretary Alexander has put forward a far-reaching,

couprehensive plan for reauthorizing the H. The literally

hundreds of proposed changes in this plan are designed to work

together to improve access and quality in postsecondary

education.

FOUrth, an important goal of our plan is to ensure integrity

in our student financial aid programs by improving management at

all level. and reducing waste and abuse of taxpayer dollars.

Although it is a big challenge, I am confident we will succeed.

I have a sandate from the Secretary to do what is necessary, and

I know there is a strong commitment to a sound program in this

Committee and in the Congress.

With these four points in mind, let me turn to our proposals

to restructure the Pell Grant program.

SIGNER NM= PILL GRANT AWARD

We propose in this reauthorization to restore the purchasing

power of Pell Grants by zigaing_taLimians_akarcuL12,212, an

increase of $1,300, or 54 percent, over th current maximum of
52,400. The new $3,700 maximum would partly compensate for

rising colleg costs and help continue to achieve the basic ETA
objective of ensuring access to four-year public institutions for
all students. The higher maximum award would also provide

students with increased choice among the wide variety of

postsecondary institutions and programs, and would encourage

enrollment and persistence among financially disadvantaged

students.

1 f;
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Studente from lower-income families have been hit much

harder by rising college costa than students from middle-income

families. For example, from 1975 to 2989, the proportion of

family income needed to pay for a public college education only

increased from 10.5 to 12.4 percent for a family at the median

income level, compared to a jump from 19.8 percent to 26.5

percent for a family in the bottom quintile. Raising the Pell

Grant maximum will help ensure that a college education remains a

viable option for students from lower income families.

We would also raise the award minimum from $200 to $400.

Awards below $400 currently go disproportionately to the

relatively higher income recipients and have little impact on

student choice of postsecondary program.

NEW AWARD RULES

In addition to higher maximum and minimum awards, the

Administration is proposing new award and need analysis rules

that would promote targeting of funds to students from the

lowest-income families. Awards would be based on both the cost

of attendance and the family's ability to pay. Under the new

award rule structure, a student's award would be the lesser of

amounts determined by the current maximum (wird minus the

axrected family_seataittutlea_mysLzuff and a new percent of need

rue.
These rules would eliminate current inequities by more

consistently taking into account each family's ability to

contribute to education costs and would fund, up to a maximum of

0
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$3,700, a variable percentage of the student's financial need,

defined as the costs of education sinus the En. The percentage

of financial need met by the Pell Grant would decrease as family

income increases, ensuring that funds are targeted on the lowest-

income students. The maximum award minus RFC rule would interact

with the variable percentage of need award rule to ensure that

(1) the maximum award of $3,700 is provided only to the lowest-

income students, and (2) there is a limit on awards to relatively

higher incose students attending more expensive institutions.

SIMPISPICATIOW

We are also proposing to simplify and reduce confusion in

the delivery of student aid by using a single need analysis

system for all Title rv student aid programs. As part of this

proposal, we would remove home equity from the need determination

tor families with incomes below $20,000: and wit would expect a

minimum student contribution for all aid applicants with family

income above $12,000. We would also reduce the complexity of the

Student aid application form by tightening and simplifying the

definition of an independent student.

If our proposals are implemented, under our 1992 budget

request the average Pell Grant will rise to $1,909 an increase

of $425, or nearly 29 percent. Students with family incomes

below $10,000 would receive an average grant of $2,191. Overall,

as compared to the 1991 current law distribution, the volume of

Pell Grants would increase for familia, below the $20,000 income

I s



14

6

level and would be slightly reduced for relatively higher income

families.

numnowirm ACSIBVENENT SCOOLARSOIPS

The Administration is also proposing critically important

new policy for the major Federal aid programs: recognition and

reward of academic excellence', cur proposed Presidential

Achievement Scholarships would reward academic excellence by

providing up to an additional $500 to Pell Grant recipients who

have set high academic standards. To receive an award in the

freshman year, high school students rust rank in the top 20

percent of their high school class or score high on nationally

recognized standardized tests. Once in college, students must

rent in the top 20 percent of their college class to receive a

Presidential Achievement Scholarship.

With initial funding set at 6170 million in our proposed FY

1992 budget, this new progras would provide awards to an

estimated 340,000 high-achieving, disadvantaged students. Thus

for the first tie., the Federal government would make a clear

tatement to recipients of it. soot costly financial aid program

that academic excellence is a highly valued goal.

Students qualifying for th maximum Pell Grant award could

therefore receive a total of $4,200 in formula-based Federal

grant assistance each year. Additional campus-based Federal

grant aid would also continue to be available under the

Supplemental Sducetional Offortunity Grant program.

1 9
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=MING WASTE AND ABUSE

I want to conclude by returning briefly to the issue of

program integrity. W. ars proposing several crose-cuttiug

measures to reduce waste and to protect both taxpayers and

students from schools that abuse Title rir student aid programs:

We would eliminate the arbitrary statutory limitation

on the Department's ability to verify application data.

Inaccurate awards take money from those who deserve it

and weaken the program's fairness.

We would prohibit schools from paying commissions or

bonuses to recruiters or admissions officers that are

based directly or indirectly on obtaining student

enrollments. This would help protect disadvantaged

individuals from schools that use high pressure sales

techniques and the lure of financial aid to attract

unqualified students to poor quality programs.

schools participating in Title IV programs would be

regblred to implement a pro rata tuition refund policy

for aid recipients who withdraw near the beginning of

their enrollment periods. Schools must not profit from

early dropouts.

The Department would broaden the impact of the current

statutory provision revoking GSL eligibility for

schools with three consecutive years of high default

rates by barring the participation of such institutions

in any Title Tv student aid program. The Congress
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determined in the 1990 Reconciliation Act provision

affeecting GSL that consistently high default rates are

an indicator of a sdhool that probably should not be

allowed to participate in that Federal program. The

waste of Federal grant funds is far mor costly to the

taxpayer than the waste of loan funds. A general

institutional failure to adequately prepare students

for either productive employment or further education

should be a bar to participation in any Federal aid

program.

Our proposal to tie GSL guarantee agencies more closely

to the States is intended to lead to much tougher State

licensing of schools seeking eligibility for all Title

IV aid. In addition, we propose to give the Secretary

the authority to set minimum school licensure standards

for Title IV eligibility.

I share the concerns no often expressed by members of thia

Committee over the continuing problems in our student financial

aid programs. I must add, however, after only a few weeks on the

job but after having talked to a great many people connected to

these programs, that I feel confident ve will restore public

faith in student financial aid. The Department has a strong

mandate from the Secretary and the President. Ths Congress and

this Committee are likewise committed to building sound programs.

Finally, I believe the organizations involved in higher

education -- the schools, their associations, the accrediting

2 1
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agencies, the banks, the guarantee agencies -- all recognize

their shared responsibility for the integrity of thee. programs.

Wel will be working hard at the Department to put our house in

order, but we will need the cooperation of all those involved in

Federal student financial aid to make the system Operate as it

should. These efforts will help achieve a bettor result to the

ultimate benefit of the student -- which is what this program is

all about.

I will be happy to respond to any questions or comments that

you may have.

or)
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Mr. R. Thank you, Mr. Farrell.
Mr. Watsun-Davis.

STATEMENT OF JULIUS WATSON-DAVIS. PRESIDENT. UNITED
STATES STUDENT ASSOCIATION, WASHINGTON, DC

Mr. WATSON-DAVIS. I would like to thank the Chairman and the
subcommittee for this opportunity to testify. I am Julius Watson-
Davis and I am president Of the United States Student Association,
the country's oldest and largest national student organization, rep-
resenting more than 3.5 million students.

USSks top priority for this year's reauthorization is the estab-
lishment of the Pell Grant program as an entitlement for our na-
tion's students. A Pell Grant entitlement will go a long way in
making educational opportunities accessible and our nation strong.

First of all, the Pell Grant program was meant to be the corner-
stone of the government's student aid programs. Needy students
were to be given grants while middle-income students were to re-
ceive government-guaranteed but subsidized bank loans to ensure
their access. However, for the two major trends, this is no longer
the case.

First, the Federal student aid dropped in the early 19808 and
continues to lag behind skyrocketing college costs. Even though the
appropriations for Pell Grants have increased in real terms, they
have been outstripped by college costs increase. The purchasing
power of the Pell Grant has declined dramatically. Unfortunately,
these shortfalls of the Federal grant aid have helped force tuitions
upward as States and institutions scramble to fund need-based
grants themselves.

Second, as we all know, there is a tremendous imbalance be-
tween loans and grants. The Stafford Loan program has usurped
the Pell Grant as the primary form of financial aid even for low-
income students. Middle-income students are being squeezed out of
student loan programs, which was originally designed to serve
them.

Unfortunately, this over-reliance on loans endangers the reten-
tion of the students. Knowing that half of all student loan defaults
are drop-outs of postsecondary programs, we should equip students
with all the resources, including grant aid that will enable them to
stay in school.

The loan/grant imbalance also deters many under-represented
students from pursuing higher education. Evidence exists that low-
income people, students of color and women are more reluctant to
borrow to finance their education than other students. In addition,
this imbalance further disadvantages low-income students who
want to borrow to go to school. After graduation, student loan bor-
rowers have to pay back their loans, and thus will collect less
assets than those graduates who did not have to borrow. Also,
many student loan borrowers must give up low-paying professions,
such as teaching, in order to pay off the loans.

USSA shares C.ongress' concerns with the increasing costs of the
Stafford boan program, which are related to the undercutting of
Pell Grants as the foundation of the student aid programs. It is
worthwhile to note that while total student loan volume has quad-
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rupled in the last decade, the percentage of students defaulting ontheir loans have remained constant at about 10 percent. Thus, re-storing the primacy of Pell Grants would go a long way toward re-
ducing the cost caused by Stafford Loan defaults.

USSA's proposals for the Pell Grant program include a numberof parts. First of all, we propose that the maximum award be sig-
nificantly increased. A maximum award of $4,300 provided in the
academic year 1992-93 would restore the grant's purchasing powerback to the 1980 levels. This would help ensure that the neediest
student will not have to take on huge loans.

In addition, an increase in the maximum award would increase
the eligibility of students from hard-pressed middle-income families
who have been disenfranchised from the Pell Grant program.

Second, USSA supports the idea advanced by Chairman Ford toincrease the Pell Grant assistance available to first and second-
year students. Such frontloading helps students persist and de-
crease the amount of loan defaults resulting from student loan bor-
rowers dropping out in the first 2 years when attrition is the high-
est. USSA, however, cautions against any proposal that would
make first- and second-year students ineligible for borrowing which
would close off money to needy students.

Third, USSA calls on Congress to make Pell Grants a true enti-tlement. It is ironic that the student loan program, which is notsupposed to be the primary form of aid, is an entitlement while the
level of funding for Pell Grants is subjective to the uncertainty ofmany more appropriations processes. A Pell Grant entitlement
would eliminate this uncertainty and restore the loan/grant bal-ance.

A Pell Grant entitlement, along with a serious public advertising
campaign on financial aid, would facilitate I hose students by allow-ing these youth and their families to predict with much greatercertainty how much grant assistance they will be eligible for.

Fourth, USSA supports eliminating the overly limited period ofeligibility for Pell Grants,
Fifth, USSA proposes changes in the calculation of costs of at-tendance. The cap on the costs of attendance should be changed

from 60 percent to 75 percent. This would decrease the amount ofneedy students forced to rely on loans. This cap of 60 percent limitsthe Pell Grant formula less tuition necessities.
USSA also proposes the cost of attendance to be adjusted to re-flect student's true costs. The yearly allowance for students livingat home should be increased from $1,700 to $2,200, a 30 percent in-crease over 1986.
A 30 percent increase would raise the costs of attendance allow-

ance for students not living with their parents from $2,300 to$3,000, a more realistic figure.
A more realistic calculation of child care costs is necessary toensure that parental status does not hinder a students' access tocollege. The national average for day care costs for just toddlers is

over $3,000; yet the 1986 allowance for child care was $1,000.
These costs of attendance figures should be allowed to increaseby $100 every year to keep pace with inflation.

9 ,1
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Sixth, USSA supports efforts to eliminate the use of home and
farm equity to determine aid for most middle-income families,
which ends up denying aid to many hard-pressed families.

Seventh, USSA urges you to ensure that students who work and
save money are not penalized when determining Pell Grant awards
and eliminate the double counting of students' savings.

Eighth, USSA urges you to reauthorize Pell Grant eligibility for
less than half time students. Most of these students have to bal-
ance dependent care responsibilities, work and education, and have
no other choice than to go to school on a less-than-half-time basis.
While we recognize others' concerns about the persistence and
graduation rates, we believe that their ineligibility for the largest
grant program leaves them unable to pay and thus, stay in school
until degree completion.

Ninth, USSA strongly urges this committee to reexamine the
definition of an independent student which currently excludes
many genuinely self-supporting students, as my written testimony
explains. USSA believes that the definition of an independent stu-
dent should be getting more flexible or student financial aid ad-
ministrators must be more willing to use their statutory discretion
to determine students as independent even if she or he does not
meet the regular criteria.

There is no magic transition in turning 24 or becoming a gradu-
ate student; why is it so hard for self-sufficient undergraduate stu-
dents to establish independent status.

In conclusion, I know that millions, including my mother, who
enrolled in college as a single parent with two children and I, have
benefitted from the Pell Grant program. And funding for the Fed-
eral student aid programs has decreased in real terms by 3 percent
over the last decade. A strengthened commitment to this program
means so much to the future well-being of our country. For every
dollar students get in financial aid, we return $4.30 to the Federal
Government in taxes. When we invest in student. financial assist-
ance, students and our nation win.

Thank you for this opportunity to testify today. We are pleased
to answer any questions you might have.

[The prepared statement of Julius Watson-Davis follows:1
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I would like to thank the Chairman and the members of the

subcommittee for this opportunity to testify on the Pell Grant program. I am

Julius Watson-Davis and I am president of the United States Student

Association WSSA), the country's oldest and largest national student

organization, representing more than 3.5 million students. USSA's top

priority for this year's Reauthorization of the Higher Education Act is the

establishment of t e peu Grant program as an entitlement for our Nation's

postsecondary students. An examination of the importance of this grant

assistance, the problems caused by its status as a discretionary program, and

the challenges facing our country will demonstrate how a Pell Grant

entitlement will go a long way in making educational opportunities accessible

and our Nation strong.

Fust of all, the purpose of Title IV Student Fnancial Assistance

programs is "to assist in making available the benefits of postsecondary

education to eligible students ... in institutions of higher education by (1)

providing basic educational opportunity grants to all eligible students ..."

(Section 401 tag The Basic Educational Opportunity Grant, now named the

Pell Grant, program was meant to be the cornerstone of the federal

government's student aid programs. Needy students were to be giver grants

to replace the family contributions they simply did not have, while middle-

income students were to receive govemment-guaranteed but minimally

subsidized private bank loans to ensure their access. Hence, the primary form

of student financial assistance were to be need-based grants. However, in the

last 25 years, two major changes have occurred in federal financial aid, both

with implications for educational access:

First, inflation-adjusted federal student aid dropped in the early 1980's

and continues to lag behind skyrocketing college costs, which are fueled by

shortfalls in federal student aid (Attachment #1).

Federal student aid - adjusted for inflation - suffered a 14% drop

between 1980-81 and 85-86 after the termination of Social Security benefits for
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students and a substantial decrease in student aid for veterans.1 Thanks to
increases in state and institutional funding for grants, the overall drop in
student aid was held to 7%. However, as aid was declining, college costs2 were
raising faster than inflation and real family incomes. These factors -
skyrocketing college costs, lagging family incomes, and slow growth in
student aid - have made postsecondary education increasingly inaccessible.
These trends in particular affected the college participation of students of
color (Attactunent #2). Hence, between 1980-81 and 1989-90, federal financial
aid declined by 3% in real terms while costs at attendance at private four-year
schools jumped by 52.2% and at public four-year schoolsby 39.9%
(Attachment #3).

Even though appropriations for Pell Grants have increased in real
terms, they have been outstripped by skyrocketing college costs. These trends
mean that the purchasing power of student aid has declined dramatically: in
1979-80, the maximum Pell Grant a student could receive covered 50% of the
costs of attendance compared to less than 25% ;n 1989-90. Unfortunately,
these shortfalls in federal grant aid have helped force tuitions upward as
states, universities and colleges scramble to fund need-based grants
themselves by increasing tuition, among other fundraising mechanism!..

Second, the balance between types of student financial assistance has
become increasingly skewed toward loans over grants (Attachment #4) In
1975-76, grants constituted 80% of available financial assistance. However,
that proportion has dropped to 49% in 1989-90. At the same time, the
percentage of aid available in the form of loans has leapt from 17% to 48%.
Thus, the Stafford Loan program has u:,urped the Pell Grant program as the
primary form of financial aid available to needy students. Yet the federal
loan programs were not designed for low-income students but rather for
middle-income students. However, low-income students have had to
increasingly depend on loans to cover their college costs, and - as loans have
become increasingly subsidized and costly to the government - middle-

After 1985, social security education benefits were terminated. Student aid had been awardedthrough the Social Security program to students who were dependents of families who were inneed because of the death or disability of the wage earner.
2 College costs, or 'costs of attendance; includes tuition, fees, and room and boar d.

-2-
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income students are being squeezed out of eligpility for the student loan

program ... which was originally designed to serve them!

Unfortunately, this overdependence on loans has tremendously

impacted students' ability to access higher education. First, the overreliance

on loans endangers the retention and graduation of student* especially

disadvantaged students. A 1989 report3 revealed a "dramatic difference in

persistence between students receiving &ants and those who have not

received them." Out of the students who did nia receive a grant during their

first year, only 75% returned for the second semester; the percentage of

African-American students was even lower at 60%. However, 90% of ALL

students who received a grant during their first year were still enrolled

enrolled the second semester. These findings suggest that the availability of

grants is crucial to the retention and graduation of students. Since we know

that half of all Stafford loan defaulters are dropouts fronuotsecondary

programs, we should be equipping students with all of the resources -

including adequate grant assistance - that will enable them to stay in school.

Second, the overreliance on loans deters many traditionally

underrepresented students from pursuing higher education. There is

evidence that low-income people, students of color, and women are more

reluctant to borrow to finance their education than other students. That grant

assistance is key to the recruitment and retention of students of color and

low-income students can be seen in the tact that at the same tune that grant

dollars were drying up in 1980's, we saw a huge decline in the enrollment of

these populations.

Third, the displacement of grants by loans among available aid further

disadvantages low-income students who must borrow to go to school. After

graduation, student loan borrowers have to pay back their loans and thus will

collect less assets than those graduates who did not have to borrow for college.

In addition, many student loan borrowers must give up low-paying

professions such as community service and teaching in order to pay off their

3 Porter, Oscar F. UnclagraduateCompletion and PeuDteoce at Four-Yem &new and

Universitieg. The National Institute of Independent Colleges and Universities, 1984

-3-
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loans, while other more fortunate students are not limited in this way. It is
our country as well as the individuals involved who lose out when students'
post-graduation choices are dictated by economics.

USSA shares Congress concerns with the increasing costs ot the
Stafford Loan program, which are no doubt related to undercutting of Pell
Grants as the foundation of the federal government's efforts to make
postse.ondary education accessible. One illustration of this is the fact that
between 1975-76 and 1979-80, the maximum Pell Grant a low-income student
could receive covered 46% to 50% of the costs of attendance; the remainder
could have been fmanced by a student loan ranging from $1,385 in 1975-76
and $2,269 in 1979-80. After 1980, however, the percentage of costs covered by
a maximum Pen Grant fell to 35%, and the remainder of the costs could NOT
be covered by a maximum Stafford Loan of $2,500. Hence, many needy
students, especially those from middle-class families, have had to resort to
additional borrowing from more onerous student loan programs. It is
worthwhile to note that while total student loan volume has quadrupled in
the last decade the percentage of students defaulting on their loans has
remained about constant at 10%.

Thus, restoring the primacy of Pell Grants would go a long way toward
reducittg the costs caused by Stafford Loan defaults, and toward ensuring that
all students, particularly those from low-income, ethnic/racial minority, and
first-generation college backgrounds, can enroll in, stay in and graduate from
a postsecondary institution.

USSA's proposals for the Pell Grant program include a number of
parts. First of all, we propose that the maximum award be significantly
increased to make up for the effects of inflation. Adjusting for inflation, the
maximum Pell Grant for 1990-91 of $2,400 is actually about $500 102. than the
maximum award tor 1975-76 of $1,400. A maximum award of $4,300 for
academic year.1992-93 would restore the grant's purchasing power back to
1980 levels (to about 73% of the average costs of attendance for public four-
year schools).4 This would help ensure that the neediest students will not

4 ussA is proposing the following Pe IIGrant maximum: ( see next pane)

-4-
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have to take on huge loans, or work long hours and drop to part-time basis to

pay for a postsecondary education.

In addition, an increase in the maximum award would also increase

the access of students from hard-pressed middle-income families to the

program. In 1987-88, students with family incomes of less than $30,001

constituted 98.5% of all Pell Grant recipients, while those with family

incomes less than $20,001 made up 89.1% of the recipients. Middle-income

students have been effectively disenfranchised from the Pell Grant program.

Yet, according to the 1978 Middle Income Student Assistance Act (MISAA).

students with family incomes of $25,000 should have been eligible for a

minimum Pell Grant: the effects of inflation mean that a family making

about $48,000 today should be eligible. The fact that middle-income families

are finding it increasingly difficult to afford a college education can be seen in

a 1990 study5 that found that low students from families with moderate

incomes are enrolling at colleges and universities, particularly at the most

selective independent and public institutions.

Second, USSA supports the idea advanced by Chairman Ford to

increase the Pell Grant assistance available to first- and second-year students.

Since the first-year of postsecondary study is the "greatest single point of loss

in persistence"a and the second-year also a dangerous year for retention, it

makes sense that we increase grant assistance during the first two years. Such

"frontloading" would help students stay in college and decrease the amount

of loan defaults resulting from student loan borrowers dropping out during

the first two years (when attrition is the highest). USSA, however, cautions

against any proposal that would make first- and second-year students only

eligible for grant assistance and ineligible for borrowing; such a strict policy

would close off many public institutions and most independent institutions

to many needy students since the costs of attendance at these schools would

$4,300 for academic year 1992-93
$4,500 for academic year 1993-94
$4,700 for academic year 1994-95
$4,900 for academic year 1995-96
$5,000 for academic year 1996-97

5 Shapiro, Martin 0. for the Consortium on Financing Higher Education, 1990.

6 Porter, 1989.

-5-
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still require borrowing by many of them.

Third, USSA Obis the National Education Association (NEA), United
Negro College Fund, Inc. (UNCF) and other organizations in calling on
Congress to make Pell Grants a true entitlement. It is ironic that the Stafford
Loan program - which was NOT suppose to be the primary form of aid - is an
entitlement while the level of funding for Pell Grants depends on the year-to-
year appropriations process. This means that the amount of Pell Grant aid
awarded every year depends not only on a student's financial need and costsof attendance, but also on the funding level appropriated by Congress, whichadjusts awards upward or downward. This adds much uncertainty to needy
students' lives: they cannot predict from year to year whether they will
receive a Pell Grant and if they do, how much it will be

When the appropriations level is inadequate to fund all eligible
applicants - i.e. a "shortf occurs - Congress can borrow from subsequent
years or find additional funding so that students can receive the award levels
they were eligible for without reducing the total amount of awards.
However, many times, students have been eliminated from the program. Forexample in 1986-87, a Pell Grant funding shortfall led to a linear reduction,
which meant that grant amounts decreased as student's Student Aid Index
(SAl) increased. A true Pell Grant entitlement would eliminate this year-to-year uncertainty over the what the appropriated maximum, and level and
number of awards will be, and go a long way toward restoring the loan/grantbalance.

In addition, USSA supports Congress' efforts to undertake early
intervattiokprograms that will encourage ALL youths to pursue
postsecondary opportunities. A Pell Grant entitlement would allow these
youth and their families to predict with much greater certainty how much
Pell Grant assistance they would be eligible for if they seriously pursued theseopportunities. This certainty of grant assistance for all eligible students,
coupled with a serious public advertising campaign on student financial
assistance, would go a long way to encouraging disadvantaged youth and
families, including students of color, low-income students, and first-
generation college students, to pursue a higher education and to see such an
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opportunity as within their reach.

Fourth, IJSSA supports modifying the overly lbnited period of

eligibility for Pell Grants, Currently, Pell Grant eligibility is limited for the

period required for the completion of the first undergraduate baccalaureate

course of study; this period, however, cannot exceed 5 academic years for

students enrolled in undergraduate programs requiring 4 years of study or

less, or 6 academic years if the program requines more than 4 years of study,

These artificial limits are not necessary since there exists a current

prerequisite of -satisfactory progress" for continued student financial

assistance eligibility.7 The impact is that students who are on a degree track

who cannot graduate within 5 or 6 years are unfairly denied grant assistance

when they are so dose to completing their degree. And there are many

reasons why serious students cannot graduate within 5 or 6 years, including

the fact that at many institutions necessary classes are offered very rarely,

which makes it difficult for students to graduate within a fixed period of time.

Fifth, USSA propose% changes in the calculation of costs of attendance.

Right now, a student's 13,..L Grant is determined by looking at three

calculations; individual awards cannot exceed the smallest of the three:

(1) 60% of the costs of attendance (defined as tuition and fees,

room and board, books and supplies, transportation, and
other relevant expenses such as child care costs);

(2) Costs of attendance - expected family contrilnawn (EFO; or

(3) Maximum Pell Grant award - EFC.

USSA recommends changing the first calculation to 75 percent of the

costs of attendwce. This would help decrease the amount of very needy

students forced to rely on loans to cover their college costs; instead they could

rely on family contributions and grant assistance. Also, the cap of 60% of the

7 According to Section 4844c): (1) For the purpose of subsection (ah2), a student is maintaining

satisfactoiy progress 04A) the institution at which the student is in attendance, reviews the

pmgress of the student at the end of each academic year, or its equivalent, as determined by

the institution, and (1) the student has a cumulative C avenage, or its equivalent or academic

standing consistent with the requirements for graduation, as determined try the institution, ei

the end of the second such academic year.

-7-
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costs of attendance renders the Pell Grant formula less tuition-sensitive with
the unfortunate result in many cases of low-income students receiving the
same award amount as students with much higher family incomes.

USSA also proposes that the costs of attendance figures be adjusted to
cover students true costs today.

* For students who have no dependents and are living at home
with their parents, a "commuter allowance" of $1,700 IS is
suppose to cover room and board, books, supplies, transportation
and miscellaneous expenses. LISSA proposes to raise this to
$2,200, just a 30% increase over the 1986 Reauthorization level.

Likewise, a 30% increase would raise the costs of attendance
allowance for students not living with their parents from $2,300 to
$3,000; a realistic figure when one considers that a November 1990
report Finanm of lftgber gducation Institutions which revealed
that typical room and board charges at a pliblic college was $2,400
in 1989-90.

A more realistic calculation of child care costs is necessary to
ensure that parental status - especially for women - does not
hinder students' access to college. The 1986 Reauthorization
allowance for child care is $1,000, which is far short of true costs of
such care today. The national average for day care costs for just
toddlers is over $3,000 a year.

* USSA recommends that these costs of attendance figures be
allowed to increase by $100 every year to keep pace with inflation.

Sixth, the calculation of the net value of a student's family's home orfarm as an asset ends up denying aid to many hard-pressed middle-income
families. They should not be penalized for the huge leaps in housing prices
which have increased the value of their homes but necessarily their ability topay for a pcstsecondary education. While these families have equity available
to borrow against, many hard-pressed families cannot afford to pay far home

-8-
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equity loan payments. USSA supports the efforts of many an this

subcommittee to eliminate the use of home and farm equity in determining

aid for most middle-class families.

Seventh, USSA urges you to ensure that students who work and save

money are not penalized when determining Pell Grant awards. Under the

current law, if a student works and saves a portion of these earnings, the

earnings are assessed twice: once in the base-year income calculation - which

is used to determine the student's expected contribution during the award

year - and once in the asset collection. This "double counting" actually

discourages students from saving. We propose that "no cash on hand or

other property (or interest therein) of a dependent student shall be treated as

an asset of the student (or spouse) for purposes of section 4118(1) except to the

extent that such cash or property exceeds the amount the student is required

to contribute from discretionary income under 4115(f)."

Eighth, USSA applauded the committees passage of an amendment in

1986 that authorized Pell Grant eligibility for less-than-half-tinie students.

The suspension of this amendment, however, has hurt the college access of

these students, who are mostly nontraditionally aged students and female.

Many of these students have to balance child and other dependent care

responsibilities, work and education, and so have no other choice than to go

to school on a less-than-half-time basis. While we reargnize others' concerns

about the persistence and graduation rates of this population, we believe that

their ineligibility for the largest grant and loan programs leaves too many

them unable to afford to pay for and thus stay in school till degree-

completion. We urge you to reauthorize this provision and work to ensure

the access of ALL part-time students to this important grant program. After

all, pan-time students constitute 434% of postsecondary enrollment.

Ninth, USSA strongly urges this committee to examine the definition

of an independent student. The current definition excludes many genuinely

self-supporting students. See box for definition of an "independent student.

Under the existing defmition, if you are a genuinely self-sufEcient student

who does not fall into any of the aotomatic categories, you must fulfill two

conclitional criteria if you are an undergraduate student. (I) Your parents

-9-
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could not claim you as a dependent on their income taxes for two years prior
to the award year AND (2) you must have total resources of at least $4,000
(not counting parental support) during those two years. However, your
chances of being considered an independent student by the federal
government are sabotaged if:

(1) your parent(s) have
claimed you as a
dependent on their tax
returns; Or

(2) your parent(s) refuse
to make the tax forms
available to you; or

(3) in certain areas, you
can and are surviving
on less than $4,000 a
year.
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However, here is the real catch: the way the regulations are written,
you must not be claimed by your parents and have resources in excess of $4,03the two years prior to the first year you received aid, NOT the two years priorto the award year. The unfairness of this was vividly illustrated by a
Maryland student who testified at a Senate Subconunittee on Education, Arts
and Humanities field hearing. She is 21 years old and was financially
independent when she was 18 and 19 years old. However, she was told by thefinancial aid office that she could not receive independent student statusunless she was financially self-sufficient and not claimed on her parents'
taxes when she was 16 and 17 years old, since she fint received financial aid
when she was an 18 year-old freshman. This is ridiculous since she worked40 hours a week, went to school full-time, and incurred over $8,000 worth of

-10-
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student loan debt her first two years of college...and did not receive a dime

from her parents for college.

Clearly, the definition of an independent student must be made more

flexible OR student financial aid administrators must be more willing to use

their statutory discretion to determine student as being independent even if

he or she does not meet the regular criteria. Unfortunately, because of a lack

of training or lack of willingness, too many student financial aid

administrators are nnt giving these students a break. It is ironic that it is so

much easier to receive independent status if you are graduate student even if

you are under age 24. There is no magic transition in turning age 24 or

becoming a graduate student; why should it be so hard for genuinely

independent undergraduate students to establish independent student status,

and receive the level of aid they need to access postsecondary education?

Lastly, there are a number of ways we can simplify the student aid

application and needs analysis system to facilitate students access to financial

aid and higher education. Among the ways include:

One free simplified application form for all federal, state and

institutional aid;
" A simplified updating process;

* Automatic elifObility for students from families with proven

need, such as eligibility for Aid for Families with Dependent

Children (AFDC);

* The integration of the Pell Grant and Congressional

Methodology need analysis models.

In conclusion, a Pell Grant entitlement and other structural changes

will help the federal government continue to fulfill the Higher Education

Act's promise of making higher education accessible to all Americans

regardless of financial need. I know that my mother, who enrolled in college

as a single parent with two children, as well as I have personally benefitted

greatly from the Pell Grant program. And our Nation must continue

opening similar doors for others: by the end of the century, a majority of jobs

in the U.S. will require postsecondary educations. This is a critical juncture

:3
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for our county, which will need a well-trained workforce and college
graduates who are not loaded down by loans and able to teach, to serve and tovolunteer.

At perhaps no other time has the need for an investment in education
meant so much to the future well-being of our countsy. Fewer middle-
income studenis are enrolling in college. We are losing increasing numbers
of low- and middle-income students of color during the critical transition
between high school and college. The gap between the ability of poor and
non-poor youths to pursue postsecondary opportunities is widening. And
funding for federal student aid programs has decreased in real terms by 3%
over the last decade. Yet we know that the federal government's
commitment to postsecondary financial assistance works: for every dollar weput into the GI bill the country got back an estimated 40 dollars. And today
we know that for every dollar we students get in financial aide we return $4.30to the federal government in taxes.5 When we invest in student financial
assistance, particularly the grant programs, students - and our nadon - win.

Thank you for this opportunity to testify today. I am pleased to answer
any questions you might have.

8 Study authored by St. John, Edward P. and Charles L. Masten. The lalama ofStudenrfinancial Aid, published by the National Association of Student Financial AidAdministrators, Fall 1990.
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In 1989-90. the maximum Pe 11 Grant nouly college student can receive covers

less than 23% of the cost of attendance compared to50% of the cost in
1979-80. Other pro-secondary student aid pmgrams havesleeted

as well. Between 1979-80 and 1989-90, funding for
Supplemental Educatinnal Opportimily Grants have

decreased by 18%; the College Wit& Study
program has been cm by 23%; and Perttins

Loan fimding is down by 53%, after
accounting for inflation.

AID
IS

DOWN!

14kii1ry7;i0

TUITION'S
UP!

College costs have mcreased
30% over the par ten years. The cost

of attending all types of institutions outpaced
inflation in the las. With the federal effort in

student aid eroding, the purchasing power of total aid from
all sowres has increased little more than inflation. Thus. three
adverse trends - rapidly escalating college costs, hgging family

incomes, and slow growth in student aid - have made fmancing post-
secondary education more difficult for families and students in the 1980s,

JOIN USSA LN FIGHTING FOR A QtrAurv EDUCATION THAT IS ACCESSIBLE TO ALL.
For nue information. watt or call USSA sr

1012 lath St. NW. 8207

MASA Washington, DC 203D5
(202) 347.USSA

Soarccs: 03ozoinee for Edocation Funding. The College Rowel
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One Step Up...Z
The high school graduation rate for African-American students was 76%in 1985 (up more than 13% in 10 years) for Hlspanic students it was 63%(up 7% in the same period).

College attendance and graduation rate of students of color increased inlarge pan due to more financial aid. From 1971 to 1981, total enrollment ofstudents of color leaped 56%.

Between 1977 and 1987 the average score for African-American studentstaking the SAT increased 21 points on the verbal and 20 points on themath portion. For whites, it rose only one point on verbal and remainedthe same on math.

Two steps back...
Between 1973 and 1985 the percentage ofAfrican-American high schoolgraduates 24 years or younger whowere enrolled or had completed at leastone year of college dropped front 48% to 44%.

The rate of college attendance for Hispanic youth also dropped between1975 and 1985 from 49% to 47%.

Native Americans high school and college attendance numbers are stilllowest for any ethnic group. Only SS% graduate from high school, 17% ofthem go on to college.

hi 1986 Asian-American
students comprised just 3.6% of foe total highereducation emo/Itnent.
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LACK OF EDUCATION HURTS
hiedien Annual Unship ot Heade d Young Roar&

by Educational Anannwat 1473 and 1980

NI odor Itemair Nish abed tom
OUR le

CAW
igNktift

Aeloeuk handy hods younger then 30 only those ernh a marg, degree were

10011011 trawl my bri earnings Imes benemen 31,119 and MO By 21,66 the
andien enemy of three graduate, %KM) wow four um, greater then
thine at young tin* heath who were Itch wiled drepouts (56,2410), whereto
in 1973 they went hos then double

We can see that the lack of education hurts, but how canpeople get education without
funding? College attendance by people of color was highest prior to the Reagan era,

when the education budget started to shrink. Unfortunately, our new "Education
President" has done little to right the wnings of his redecessor Grants are shrinking
in availability and size, as loans become rnore plentiful and more costly.

This is unacceptable. Our college campuses should reflect the diversity of our society

as a whole. Fight to increase thefederal education budget! Fight to open the doors of

higher education to all, not just to the elite few!

EDUCATION IS A RIGHT!

Unked Row Sodom Assodedan

To get involved with USSA or the
National Peop/e al Color Sto&nt Coalition
write or all: 1012 14th St. NW, #207
Washington, DC 20005
amp 347-8M

Semen ChOd31111 Dame Fund. Airman Conned on Educetion. (imp Meplegus
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LOANS ARE UP AND GRANTS ARE DOWN;

FORGET ABOUT THAT CAP AND GOWN !

in 14711-78, the finsnotal aid evellebie to students looked Uk. We:

Grants 80.3%

Grams 48.5%

Wolk 2.8%
Lame 181%

In 11181145, It looks like this:

Work 2.6%
Loans 43.9%

ln tne Higher Education Act ot 1903, the U.S govamment OXpliCttly COMfilitted t1SO4f tO the equalizing

ot Whigs opportunes for traditionally underrepresented groups in higher education, Programs were

set up to hough, the access of low.income individuals with gratla to replace the family contnouti one

they did not hies. Yet, in the last decade, two trends have threatened this access:

First, student aid In constant dollars dropped sharply and continuos to lag behind
skyrocketing college costa, which have outpaced Inflation and reel family

Incontea.

Second, the shifting balance of grants aver leans means that Mars and more
needy students ire forced to take on increasingly large loan burdens to finance
their educedpn. Are we mortgaging the future of generations of disadvantaged
students? And Is the U.9 government encouraging the pursuit of higher
education or setting up obstacles?

JOIN ME UNITED STATES STUDENTASSOCIATION'S EFFORTS DURING

MIS MR'S REAUTHORMAITTON OF MEHIGHER EDUCATION ACT TO

MAKE EDUCATION A RIGHT FOR ALL, INS'WAD OF A PRIVILEGE OF A FEW.
Contact MA. 1012 1411t St. NW, 0207, ~Moon. DC. 20005 (202) 347-USSA
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Mr. REED. Thank you very much, Mr. Watson-Davis.
I understand that Dr. Saunders and Dr. Elmendorf and Dr.

Thrift have a joint statement. So at this time, I would recognize
you to make your statement.

STATEMENT OF CHARLES B. SAUNDERS, SENIOR VICE PRESI-
DENT, AMERICAN COUNCIL ON EDUCATION; EDWARD M. EL-
MENDORF. VICE PRESIDENT FOR GOVERNMENT RELATIONS,
AMERICAN ASSOCIATION OF STATE COLLEGES AND UNIVERSI-
TIES; AND JULIANNE STILL THRIFT, EXECUTIVE VICE PRESI-
DENT. NATIONAL ASSOCIATION FOR INDEPENDENT COLLEGES
AND UN I VERSITIES

Mr. SAUNDERS. Thank you very much, Mr. Chairman and mem-
bers of the committee. You have our statement. We will attempt to
summarize it. My colleagues, Ed Elmendorf, is vice president of the
American Association of the Sate Colleges and Universities. Ju-
lianne Thrift is the executive vice president of the National Asso-
ciation of Independent Colleges and Universities. I should add that
she is the newly appointed president of Salem College in North
Carolina. She will be beginning those duties in April.

We are here this morning to express a broad consensus of higher
education that are not simply of our three associations, but more
than a dozen associations listed on our statement.

Our recommendations address two issues that have been identi-
fied as the top priority for dealing with the Pell Grant program;
namely, taking steps to significantly increase awards to the needier
students, and, thus, reduce their reliance on borrowing. Secondly,
to expand eligibility to more middle income students.

We would do this by increasing the Pell Grant award to $4,500.
This, I should add, is an increase over the $4,000 maximum re-
quested in our original submission in April to the subcommittee,
but we have reestimated our proposal and find that that we can
recommend a $4,500 maximize. We would tie it to the consumer
price index in future years so that the award would not corrode
with inflation. We would require the Department to borrow from
the next year, instead of reducing awards, when appropriations are
insufficient. Identical language to this was included, as you recall,
in the Education Act recorded by this subcommittee, and passed by
the House last year.

I should also say we support the concept of a simple needs analy-
sis, which will be outlined later this morning by Mlles Martin. But
what I would like to emphasize most strorwly this morning is the
most critical element of our proposal is the change in the Pell
Grant formula. If you substantially do increase the Pell Grant
award using the present formula, this would compound serious in-
equities in the program, which we identified primarily as two. One
is the 60 percent cost limitation, which prevents the needier stu-
dents from receiving the full amount of their award, so that they
receive, in effect, a smaller proportion of their need than do fellow
students with larger family incomes.

The second inequity is the lack of tuition sensitivity of the award
whereby students with the same expected family contributions get
essentially the same award regardless of what institution they
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attend. Thus, students in baccalaureate programs receive far less
and have far less of their educational costs met than do students in
2 year program or short-term vocational programs.

Our proposed formula would apply a single test to all students.
Instead of the complex three-part compensation that is now re-
quired for every individual award, it would eliminate the 60 per-
cent cost limitation, and make the awards more tuition sensitive. It
would extend eligibility to families with incomes up to $44,000 com-
pared to the current effective cutoff of about $35,000. It would not
only be more equitable, but it would be far less costly if we estimat-
ed that a $4,500 maximum under current law would cost over $11
billion. A $4,500 maximum under our proposed formula would cost
under $9 billion. That is quite a difference.

At this point, Mr. Chairman, I would like to turn to Ed Elmen-
dorf for a description of the principals that underlay our new pro-
posal for a formula.

Mr. ELMESDORF. Thank you, Mr. Chairman. Mr. Chairman, my
purpose for being here today is to explain the Pell Grant formula,
and more on the technical side of the formula. But I would state
that we could spend some time with staff of the committee, and we
are prepared to do so at your request. This is a complex formula. It
takes a great deal of time to understand. If not, we think the back-
ground charts, some of which are included in the statement, and
tables which we would like to make available to you and myself
available as well.

There are two substantial problems that we believe need to be
addressed. The first one is a funding problem and the second is a
distribution formula for that funding when it is achieved. The
funding problem, I am concernedwell, it's very clear we just
don't have enough money in that program. We must restore the
legislative measures that would prevent a reoccurrence of the un-
derfunding of the program.

Secondly, this we believe a distribution formula of money has to
be carried out under some degree of sound policy; and we have got
some principals we would like to propose here today that we have
used and discussed over the last 18 months to put forth in this tes-
timony.

The funding problemswe are now addressing that. Chairman
Ford has done a commendable job of putting forward a budget initi-
ative. He also has taken it upon himself to meet with both budget
and appropriations committees to carry forward that message. The
message I'd like to leave on funding is in that building a funding
foundation now in fiscal year 1992 allows us to use the next two
funding cycles to make the Pell Program funding charters being
called for in our proposals reachable. The additional $5.3 billion of
this year to $8.7 billion in 1994 is reachable, we believe, if we con-
tinue to attend to the problem of funding for the next two funding
cycles.

What we need to do, however, is making a very obvious u-turn in
student aid funding; we find ourselves almost 180 degrees out of
synch with our intent to make grants our major student aid pro-
gram. The Pell Provam has been improperly displaced by the
Guaranteed Student Loan Program, where it has been displaced as

4 5
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a centerpiece in the foundation of the student aid program& Thatis not what I think Congress has in mind.
Just to give you a few examples: If you were to add the CPI tothe income levels set back in 1976 for $25,000 eligibility in this pro-gram, right now students from families earning $49,000 would beeligible for this program. The cap on eligibility right now is$35,000. The second example is in 1976, the maximum Pell Grantaward, which covered around 48 percent of the average cost of a 4year college, about 29 percent of the costs of the independent insti-

tutions, were allowed to move up by a CPI. Today, we find that amaximum of $2,400 on the awali of Pell under 2 percent of the av-erage cost of a school like Johnson State, where I was president, or15 percent of the cost of independent similar to what Juliannewould be taking over as president.
What is happening is the vast majority of our students can onlyafford to pay for higher education after all the grants have beentaken out and after the family contributions have been made byborrowing. What is really scary is the fact that our students at-tending institutions that cost no more than $1,878 on the averageare borrowing at the rate of six out of every ten. They are borrow-ing as freshmen an average of $1,800. It is a very disturbing fact tofind low-income students attending low-priced institutions requir-ing a need to borrow.
The program that we have put forward is a Pell Grant institu-tion formula that corrects what we think is a flaw in a complexand a foundationally-unsound current Pell Grant formula. The fourcriteria we put in place and tested, our formula basically againstthe current formula are these:
The first oneand if you look at the tables that we provided andthe three graphs in your packet, you will see that we have outlineda comparison of the proposed Pell with the current Pell at threedifferent income levels and at three tuition levels. The first is acommunity average tuition of around $796; a 4 year public of about$1,870; and a private 4 year of around $8,800.
Looking at those three tables, the rules that we followed are ba-sically that the Pell Grant award should decrease, always decreaseas families' ability to pay increases. The current formula does notmeet that test. The proposed Pell does you'll see it in virtually thefirst chart, a dip that you see in the current Pell Grant program.That makes the effect in a graphic representation of what happenswhen you put a 60 percent tap on the cost of attendance for stu-dents who are the lowest income families going to low-priced insti-tutions.
The second criteria is the Pell Grant to try to meet the highestpercent of need at the lowest price. That could be access criteria.That is how we get students in the higher education. It fails thattest as well.
The third is that we tried to recognize some needy students at-tending higher-priced institutions, and provide some degree ofmodest tuition sensitivity. We do that as you begin to look at themiddle charter for those going to a 4 year public and the thirdchart going to more ofbut still moderately priced private sectorinstitutions. In that case, you can see that we are not having more
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people up to around $44,000 in contrast to those that are now cut
out rather arbitrarily at $35,000.

In the last program, we try to reach students from moderate-
income families. The tables and the charts together will show you
that we can now reach almost where the formula eligibility estab-
lished in 1976 would have taken CPI to put on that.

The formula is as follows: $4,500 funding level, represented by

Mr. Saunders in the testimony that we have all endorsed, if we put
a living expense of $2,750, that living expense represents afproxi-
mately 45 percent of what it really costs for any student in any
segment to attend an institution of higher education, just for the
outside non-tuition cost. To that, add a quarter or 25 percent of any
tuition up to a maximum of $4,500 minus what the family can con-
tribute. The maximum amount that we can reach is about $7,000

on this formula at this maximum award.
The other part of the formula is that we never bid a maximum

award that was in excess of what the family could contribute.
The figures, 1 think, point out how the criteria when applied to

the new Pell Grant formula contradicts the current Pell Grant for-
mula at every one and four. The price level from a beauty college,
independent to the 4 year State college fail to be satisfied under
the current formula. They are satisfied quite nicely under the al-
ternative formula. I would like to just leave it off there, and let Ju-
lianne talk about the impact of the middle income student, but also
let the panel hearfor those of you who don't know, we also have
additional information that would portray how much more this
would cost funding at $4,500 under the current Pell Grant pro-
gram, and to show you what some of the averages would be.

Thank you, Mr. Chairman.
Mr. REED. Thank you, Dr. Elmendorf.
Dr. Thrift.
Ms. THRIFT. Thank you so much. It is especially satisfying to be

here this morning sharing with my colleagues, for the first that I

can remember, all testifying on one proposal for a Pell Grant for-
mula. It would have been best perhaps coming together than we
could ever do separately.

Of all the hearings that we have had, two of those always sur-
face. We go to the lower bent version, that got to the very needy
students, but also to go to recognize the struggle of middle-income
families. We have been able, in our formula, to recognize both ver-
sions.

I am going to ask Lindawhat we have done here, and it looks
more complicated than it is. This is the way we propose the Pell
Grant work. Linda is going to draw for you the way the current
formula works.

It shows you the graph, if you look on the far left of the chart, of
the way that dips down versus the very low income student attend-
ing the lowest-priced college. None of us in higher education want
you to do that. It is simply unfair.

Also, you could see how very quickly the line dips. You find that
a family that is very needy attends a college, a 4 year parochial
college or a 4 year private college, any baccalaureate to go to col-
lege, are not going to get the kind of assistance they need to attend
the college. We believe we have come up with the kind of formula
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that solves both of those problems. So they won't have a debtburden of the very needy.
We also recognize the true struggle of working class families. Alot of theall the struggle among ourselves. It really didn't hit

home to me so clearly until I accepted the challenge, 2 weeks agotoday, to head a private college in North Carolina. tell you that
the impact of this kind of formula on the needy will have a very
profound impact than when we were first students. If I can go to
the high schools in North Carolina, and tell the needy families that
the Federal Government is willing to help you half your living
costs and a quarter of your tuition, I could guarantee you that I
could find the neediest people in the State, the ones from my col-lege, to pick up some of those expenses, and ask the State legisla-
ture for maybe another quarter of tuition, and we could put it to-gether for students.

But I can tell you right now it is very difficult to give any kind of
assurance to a low-income person. But let me tell you, too, that I
am one of the recipients of your generosity in the past. I am one ofthe original Pell Grant students from the late 1960s. Because
more than that kind of opportunity to other students. Today wecan't do it. The kind of formula that we are talking about that cando that. And I will tell you, too, that from the guidance I have had
in the last month, things just haven't changed that much. Whenwas a kid at the high school, the typical family was an industrial
father and the mother worked in the textile mills. The things that
changed the most are that the textile mills have closed, and these
mothers are now in service industries. But we're not limited tohigh school. A much greater need we see they need to help fortheir kids the same the parents did. Most of them are in the samekind of lifestyles that their parents had. With this kind of formula,I can guarantee you that the recruiting will change in the way col-leges recruit. Our ability to offer opportunities without more juniorcolleges will vastly improve. It would be able to balance the thingswe have to do to keep our colleges strong, and to also reproduce
students in the high schools.

I cheer you on and I know your hearts are with us. We thinkfunding is possible. We think we have given you a formula thatalso happens to be quite realistic. And I guarantee you in thefuture, we can again get ourselves back to school.
Thank you.
[The joint prepared statement of Charles B. Saunders, EdwardM. Elmendorf and Julianne Still Thrift followsj

4S



44

STATEMENT

to the

SUBCOMMITTEE ON POSTSECONDARYEDUCATION

COMMTITEE ON EDUCATION AND LABOR

mem, STATES HOUSE OF REPRESENTATIVES

lune 4, 1991

b y

Charles B. Saunders. Jr.
Senior Vice President. American Council on Education

Edward M. Elmendorf, Vice President
American Association of State Colleges and Universities

Julianne Still Thrift, Executive Vice President
National Association of Independent Colleges and Universities

On behalf of.

American Association of Community and Junior Colleges
American Association of State Colleges and Universities

American Council on Education
Association of American Universities

Association of Catholic Colleges and Universities
Association of Community College Trustees

Association of Urban Universities
Council of Independent Colleges

National Association for Equal Opportunity in Higher Education
National Association of College and University Business Officers
National Association of Independent Colleges and Universities

National Aun. of Schools and Colleges of the United Methodist 0:arch

National Association of State Universities and Land-Orant Colleges



45

Mr Chairman and Members of the Subcommittee:

We are pleased to present recommendations for major changes in the Pell

Grant program etanges which reptesent a broad consensus of American higher

education. The dozen associations joining in this testimony include public and

independent, two-year and four-year colleges, and universities.

Our recommendations are designed to restore Pell Grants as the foundation

of federal student aid policy. Over the past deutde they have not kept pace with the

needs of students, and have been overshadowed by the Guaranteed Student Loan

program, which was never intended to provide low-income educational assistance,

but to help middle-income students who did not meet the eligibility requirements

for gr....nt assistance. As a result, low-income students today face increasing debt

burdens to obtain a higher education.

Since 1976, when the Pell program was expanded to cover ail four classes of

undergraduates, the maximum award has not increased sufficiently to keep pace

with either the Consumer Price Index or college costs. In seven out of the last twelve

years, the maximum either deaeased or remained level. As a result, awards for both

the poor and the middle-income have declined in value.

In 1978, Congress passed the Middle Income Student Assistance Act which

extended eligibility to students from families earning $25,000 by moderating the

Expected Family Contribution (EX). In 1982, however, the VC was increased to help

curtail the federal deficit, and several hundred thousand middle-Income students

were eliminated front Pell eligibility. Many families cannot possibly meet the

contribution the federal government expects of them.

If the maximum award had kept pace with the CPI since 1976, it would be

$3300 in FY 91: in actuality, it is only $2400. In 1976, the maximum award covered

48% of the average cost of a four-year public college, 29 percent of the cost of a four-

year Independent institution, and 57 percent of the cost ofa two-year public
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institution. In FY 91, it covers only 30 percent of the average cost of a four-year

public institution,15 percent of the cost of an independent institution, and 39

percent of the cost of a two-year institution. If the maximum award had been

increased to $3300 and the EFC had not been increased, families earning over $50,000

would be receiving Fell assistance today; in contrast, the effective cutoff for a

minimum $200 award is $33,000.

Iht.81=1111111211MIOng

Thus, our reconunendations address the two overriding priorities for

reauthorization of the Pell Grant program: to target more adequate grant assistance

to the neediest students and reduce their reliance on borrowing, and to extend

eligibility to more dependents of working poor and moderate-income families. The

recommendations also seek to improve the reliability and equity of the program for

all eligible students.

Clearly, the ultimate way to asnue the reliability of the Pell Grant as the

foundation of all student assistance would be to make the program an entitlement.

However, it is not apparent to us how this can be done under the Taygo"

provisions of the Budget Enforcement Act, which require that any increase in

entitlements over the inflation baseline must be offset by a decrease in spending cuts

or an inning in taxes We hope that the Subcommittee can find a soludon to this

dilemma.

In the meantime, we reconunend that

The Fell Grant maximum should be increased to $41,500, and adjusted

annually thereafter based on the Consumer Not index, An increase of this

magnitude is necessary not only to repair the erosion of the award which has

occurred over the past decade and to maintain its value in future yews, but also to

reduce or eliminate borrowing for many students, particularly those who are at

special nit of dropping out of postsecondary educadon.
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'The Education Department ahould be required to borrow from the
following year whenever Pell Grant appropriations are insufficient. Suth language
was passed by the House in it, version of the Educational Excellence Act, which
failed of enactment last year. The Department now has authority to issue a reduced
payment schedule if it estimates that appropriations may be insufficient to provide
the maximum intended by Congress. Revocation of this authority would permit
students to make their educational plans in full confidence that they will receive the
amount of Pell Grant assistance for which they are eligible.

These changes would bring the Pell Grant program as close to an entitlement
as may be possible without providing offsetting spending cuts or tax increases.
However we believe it is essential that they 1.,oe accompanied by a third. equally
Mipertant. champ to improve the equity of the program

The current, complex formula for determining indivieuai awards should be
replaced with a simpler, more equitable formula under which the award would
equak

=50 (living expenses) + 25 % of tuitlen (NT[31750) -

Future increases would be split equally dollar for dollar between the living cost and
tuition components of the formula.

The proposed formula would eliminate several inequities in the current
formula, which requires three computations, with the award equalling the lesser of:
Maximum - EFC; Cost - EFC; or 60 % of cost. The 60 percent-of-cost limitation

reduces awards for very needy students at low-tuition institutions, so that
classmates with higher family incomes receive a larger percentage of their need. The
formula also lacks any significant tuition sensitivity, so that students with the same
Expected Family Contribudorts generally receive the same awards regardless of their
educational costs. Consequently, the program provides a significantly larger share of
ecticational costs for students attending two-year and short-term vocational
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programs than for those enrolled in baccalaureate programs, who arr. receiving a

declining proportion of Pell Grant assistance.

To improve the equity of the distribution of Pell Grant funds, we identified

five tests which the current formula fails:

1. The awant should decrease as the Expected Family Contribution increases

for students attendine Institutions with similar charges,

2. Thl neecitstudents at the lowest-priced insthuttons should have the

hightustrnatiasintamm
3. Themvard should recognize the added expenses of students at higher-

tultion institutions,

4. The award should be substamial enough, to make_ thaell Grant program

alt effective alternative tojoans for low, and moderate-income students,

5. The fonnola should increase awirds for,students at ail institutions, and

10, a 11.- '01. l 411 A 611 -

shatlaunssagnms,
Our proposed formula meets these tests. It would:

Siptifkantly htaease awards toall low-income Pell redpienta, and expand

eligibUlty for at least a minimum award to families with incomes up to $44.000

(somewhat below the 1979 eligibility level acinisted for inflation). This would

increase the participation of working-class families and students in baccalaureate

programs. As the program serves students better, the public's supportof the

program will increase.

Provide a more realistic living allowance (about half the average cost of

room, board, and books).

increase the tuition-sensitivity of the award in recognition of the needs of

students in degree programs who pay higher direct educational expenses. The
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formula would take into account one quarter of the tuition paid up to $7,000. This

will not provide an incentive for institutions to raise their tuitions, because $7,000 is

less than the average tuition at independent colleges and only 25 percent of tuition

dollars are covered.

Simplify the formula for detennining awards, and apply the same, single

test to all studenb.

Simplification, however, is not the most important attribute of our proposed
formula. e .1.

troqld compound current inequities which prevent all eligible student; from

restiving awards prqportional to their needs,

To illustrate this point, Table A included in our testimony compares the

distribution of awards under the current and propc -Id formulas.

EffutigithermanstSaingss
The table shows that a student from a family earning $13,000 or less attending

an institution with a tuition of $500 receives an award of only $1,740now, because

the award is reduced by the 60 percent of cost rule. Our proposal would substantially

increase that student's award, to $2,875. Of this amount $2.750 would help defray

living cmpenses, and $125 would cover 25 percent of tuition.

If that student from the $13,000 family attended an institution with a tuition

of $5,200, our proposal would provide an even larger award of $4,050: $2,750 for

living expenses. plus $1,300 (25 percent of $5,200) for tuition. Tuition sensitivity

under the formula would only extend up to $7,000: that is, the tuition component of

the award could not be greater that $1,750 or 25 percent of $7,000.

Under current law, a student from a family making $24,000 would receive an

award of $1,400 no matter what the tuition of the institution attended. Our proposal
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would give the student an award of.

$1,103 at an institution with a tuitionof Pat

$2,150 at an institution with a tuition of $1,600; and

$3,500 at an institution with a tuition of $7,700.

Thus, our formula would award aid with much greater equity for all eligible

students, targeting more substantial grant assistance to the neediest while extending

eligibility for a minimum grant to families with incomes up to $44,000. Three

charts appended to our testimony compare the effect of the proposed formula with

current law at community college* four-ye- ? ?ublic, and four-year private

institutions. Additionally, it would do so at significantly lower cost than the

existing formula. A $4500 maximum under the current formula would cost over $11

billion, and at the same tint* compound the existing inequities in the distribution of

awards. We estimate that a $4500 maximum under our proposed formula would

cost approximately $8.7 billion.

We would be glad to answer any questions

55
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Mr. REED. Thank you.
We will hear all the testimony on the table, and then I will allow

my colleagues to ask questions.
Dr. Albright.

STATEMENT OF ROBERT L. ALBRIGHT, JR., PH.D., PRESIDENT OF
JOHNSON C. SMITH UNIVERSITY, CHARLOM. NORTH CAROLI-
NA, REPRESENTING THE UNITED NEGRO COLLEGE FUND
Mr. ALBRIGIft Thank you very much, Mr. Chairman. My nameis Robert Albright. I am president of Johnson C. Smith University

in Charlotte, North Carolina. I am very pleased to be here today to
represent the United Negro College Fund. I am especially pleasedto be on the panel with so many of my friends and colleagues from
higher education; although I may take a slightly different tact than
they are taking today, I hope we will remain together after this
testimony is over.

Mr. Chairman and friends, I am not going to try to bask you in
charts and statistics because I know that your fine staffs have ade-
quately prepared you, and you have studied these things very care-fully. What I would rather do today is share with you some verykeen concerns and observations that we at United Negro College
Fund happen to have. Speaking more broadly for the needs of low-
income students, I simply say this very important issue of higher
education reauthorization, especially with regard to Title IV(a), stu-dent financial aid is perhaps the single most important issue this
Congress will consider as we approach the year 2000.

As you know, we are a consortium of 41 institutions representing
some 50,000 students in all 48 States and many foreign countries.At the present time, the United Negro College Fund has been ableto take advantage, as well as perhaps as many other institutions tohelp student financial aid to enhance opportunities for genuinely
low-income, academically at-risk students. At present, approximate-ly 61 percent of our students receive Pell Grants. About 33 percentreceive supplemental education opportunity grants. About 37 per-cent of our students participate in the college work study program,and roughly 51 percent of our students receive Stafford loans. We,of course, are very much concerned about this, because a numberof our low-income students who are advised each year to take outStafford loans to defray the cost of education has increased dra-
matically. In fact, in 1982 and 1983, only about 11,000 were re-quired to take out Stafford loans due to the cost of education.
Today, that has doubled to over 22,000.

We think this shift, the fundamental shift and focus on studentaid and increasing need for our students to fall heavily into debt tofmance the cost of higher education has had pretty dramatic ef-fects which we think the market should not allow to go continuallyunchecked.
First, we believe this process of vast student loans where most ofour students come to us with families with income of less than$16,000, we believeneedy students are unable to complete college;therefore, leaving owing loans.
Secondly, we believe it has a negative effect on and is key to re-tention and the average success of our students.
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Third, the burden of having to borrow substantially in order to
fund the costs of education in eed pose today, we believe, a barrier
to access for higher education for many minority groups. Therefore,
needy United Negro College Fund families, speaking specifically
for our constituents, but perhaps even more broadly for low-income
students throughout the Nation, we believe strongly we ought to
return to basic principles as we consider the reauthorization of
Titles for student aid. There are three or four principles we would
like to share with you.

First, we think that loans should be eliminated. The guaranteed
loans should be eliminated for very low-income and low-income stu-
dents who come from families with income of $15,000 per year.
Second, we urge that lending for au students from families with in-
comes between $30,000 and $35,000 should be deemphasized until
an academic "track record" indicates the success of such students.
Third, the United Negro College Fund feels very strongly that the
Pell Grant must be made an entitlement for the reasons that my
colleague from the United States Student Aid Association has
spoken to very, very eloquently. Finally, we believe that it is im-
perative that the Pell Grant be restored in its proper place as the
foundation program in the financial aid packaging.

Now you might ask: How will we accomplish these things? We
have several implementation strategies for you. We believe and
support an increase to Pell Grant awards to a minimum of $4,100.
We think that such a maximum award would compensate the stu-
dent need and the declining value of the purchasing power of the
Pell Grant, and also continue to provide an access function.

We urge you to remember that in 1975, the Pell Grant award
was $1,400. Since that time, college rates have increased almost 3
percent per year, and yet the maximum Pell in 1991-92 will only
be $2,400.

We ask you to consider that if the Pell Grant maximum is set at
the rate of inflation, the maximum award in 1991-92 would be over
$4,000, rather than $2,400.

Finally, with respect to the importance of the declining value of
the Pell Grant. In 1980, the Pell grant maximum of $1,750 covered
almost 41 percent of college costs. But in 1989, the $2,300 maxi-
mum will cover only approximately 23 percent of the college costs.
We have lost dramatically with the Pell Grant.

Secondly, we would urge you to consider the frontloading con-
cept. I realize there has been several pieces of legislation concern-
ing this. I know that some of you are not entirely convinced, but
we would simply urge your consideration of emphasizing Pell
Grants in freshman and sophomore years with a phase-in of loans
in the junior and senior years. We do not think they need more of
a student loan process.

We also think such process would encourage college attendance
by more of the academically at-risk and facilitate retention to
reduce the overall debt burden of low income. I must tell you,
ladies and gentlemen, that I represent a historically black college
of about 1,200 students. The average student at Johnson C. Smith
University today with family incomes of about $15,000 per year
leave our university owing some $13,000. That has several negative
effects. One, many of the students who come to the Johnson C.

6 4
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Smith University for a relatively low-cost private institutions with
total fees of about $8,000 per year. Many of our students change
career goals, because they no longer feel that they can afford to go
to the helpingI call them the helping professions, teaching, nurs-
ing, social work, some of those other very important things which
are so important to our society, because they are faced with having
to pay back massive loans of $13,000 or more when faced with
making only $15,000, $16,000 in these areas.

Secondly, we witness the notion that many youngsters are opting
not to go into higher education because of the fear of having to be
responsible for such high loans. So we think it is very important
that we provide as much money as possible for these youngsters
who have the ability and the motivation, but perhaps not the
wherewithal to attend college.

Third, and I know this is somewhat controversial, we really urge
you to consider making the Pell Grant an entitlement. We believe
the only way to address the credit problems of an institutional
grant and an excessive student body of the low-income students is
to enact entitlements. We recognize, of course, the Pell Grant enti-
tlement costs money. We recognize that there is a budget strain of
new entitlement. But members of this subcommittee, as we ap-
proach the year 2000, at a time when one-third of our nation may
be the products of minority communities, we may be facing our last
real chance to educate and train a work force for international
commerce in the future if this nation is to remain competitive. We
may as well be approaching our last chance to fulfill the dream of
equal opportunity and higher education. Perhaps most important,
we may be facing our last genuine opportunity to address the
issues which loom so far in our society today. To remove blacks,
Hispanics, and Native Americans from the shelves of idleness, im-
prisonment and hopelessness. Again, I recognize the cost is an
issue. But gentlemen and ladies, I hope that you will not make it
the issue. I am convinced that we must ask for entitlement. And
somehow, this committee and Congress of the United States, you
will find a way of getting entitlement a reality. But we can't afford
to let this opportunity as we approach reauthorization slip by again
without entitlement.

Let me summarize. One, we are recommending the Pell Grant
become a true entitlement with a maximum award of $4,400.
Second, the United Negro College Fund urges that you simplify the
Federal student aid application process by doing two things; by pro-
viding a revised, simplified, Federal form; families with incomes
below $15,000 with only six or seven aid elements; require appli-
cants to supply 1040 or 1040A forms or other evidence that they
are receiving AFDC or food stamps or subsidized housing.

Secondly, we urge that you require students applying for aid
beyond their freshman year, who receive financial aid, to supply
updated information only rather than having them submit a whole
new application. You may not be aware, but on many college cam-
puses, the simple application process is enough to discourage stu-
dents from applying to receive any applications for financial aid.

Third, we urge you to reduce the paperwork burdens for institu-
tions with large numbers of aid recipients. We find that number as
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large as over 50 percent for schools with 3 year record of no audit
exceptions.

Let me conclude by expressing my deep appreciation to this com-
mittee for the opportunity to testify. We urge this committee to
exert strong bi-partisan leadership in support of a Pell Grant enti-
tlement. We also remind you, in the words of a very wise man who
once said, "The landscape of history was littered with the skeleton
of fine ideas, which died from absence of courage."

I trust this committee will be bold, visionary and courageous as
you address the issues, the philosophy and delivery of our impor-
tant entitlement for the student financial programs.

Again, thank you for the opportunity to testify. I should be
pleased to answer any questions you may have.

[The prepared statement of Robert L Albright, Jr. followsl
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MR. CHAIRMAN, MEMBERS OF THE SUBCoMMITTEE ON POSTSECONDARY

EDUCATION, I AM ROBERT L. ALSRIGHT, PRESIDENT OF JOHNSON C. SMITH

UNIVERSITY IN CHARLOTTE, NORTH CAROLINA. I APPEAR TODAY ON BEHALF

OF THE FORTY-ONE MEMBER INSTITUTIONS OF THE UNITED NEGRO COLLEGE

FUND (UNCF), OUR ALMOST 50,000 STUDENTS FROM 48 OF THE FIFTY
STATES, 30 FOREIGN COUNTRIES AND U.S. POSSESSIONS, AND THE MEN AND

WOMEN WHO SERVE THESE STUDENTS AS CHIEF EXECUTIVE OFFICERS AND

OTHER ADMINISTRATORS, FACULTY, STAFF AND TRUSTEES.

UNCF MEMBER INSTITUTIONS HAVE:TAKEN SERIOUSLY, OVER THE YEARS,

THE FEDERAL GOVERNMENT'S STATED COMMITMENT TO EQUAL, OPPORTUNITY IN

HIGHER EDUCATION AND WE HAVE PROVIDED "ACCESS," "CHOICE," AND
"QUALITY" TO BACCALAUREATE-DEGREE SEEKING YOUNG PEOPLE WITH THE
INTEREST, DESIRE, AND ACADEMIC POTENTIAL TO SUCCEED IN COLLEGE.
SIXTY-ONE PERCENT OF ALL UNCF STUDENTS RECEIVE PELL GRANTS, 33

PERCENT RECEIVE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS

(SEOGgs), 37 PERCENT RECEIVE COLLEGE WORK STUDY (CWS), AND 51

PERCENT RECEIVE STAFFORD (GUARANTEED STUDENT) LOANS, WITH MOST OF

THEM RECEIVING MULTIPLE FORMS OF FEDERAL STUDENT AID AS WELL AS
INSTITUTIONAL SUPPORT AND STATE GRANT ASSISTANCE. ALTOGETHER, 90

PERCENT OF UNCF STUDENTS RECEIVE FEDERAL STUDENT AID. THIS FEDERAL

AID HAS SPURRED ENROLLMENTS AMONG TRADITIONAL COLLEGE AGE AFRICAN
AMERICAN STUDENTS. DURING THE PAST FOUR YEARS, 31 OF OUR 41 MEMBER

INSTITUTIONS HAVE EXPERIENCED ENROLLMENT GAINS or 16 PERCENT --AND

THE SAME NUMBER REPORT TWO PERCENT INCREASES FOR AY 1989 OVER AY

2988.

IT IS THE 51 PERCENT FIGURE -- THE DRAMATIC GROWTH IN STUDENT
BORXOWING-- THAT MAKES THE SUBJECT OF TODAY'S HEARING SO CRITIcAL.

MY UNCF PRESIDENTIAL COLLEAGUES AND I, VIEW WITH ALARM AND
TREPIDATION, THE FACT THAT THE NUMBER OF STUDENT BORROWERS IN THE

GSL PROGRAM AT UNCF INSTITUTIONS HAS ALMOST DOUBLED FROM 11,000 IN

1982-83 TO ALMOST 22,000 IN 2988-89. INCREASINGLY, UNCF STUDENTS -

- LIKE MANY OTHER LOW AND MIDDLE INCOME STUDENTS THROUGHOUT HIGHER

EDUCATION -- ARE BECOMING INDENTURED SERVANTS, VIRTUAL SLAVES TO

THE FEDERAL GOVERNMENT'S FAIIVRE TO KEEP FAITH WITH OUR NATIONAL
COMMITMENT TO EQUAL OPPORTUNITY. THAT COMMITMENT WAS FIRST
ARTICULATED BY PRESIDENT DWIGHT D. 'USENHOMWHEN HE SUBMITTED=
NATIONAL DEFENSE EDUCATION ACT TO CONGRESS: "...WE MUST INCREASE

OUR EFFORTS To IDENTIFY AND EDUCATE MORE OF THE TALENT or THE

NATION. THIS REQUIRES PROGRAMS THAT WILL GIVE ASSURANCE THAT NO

STUDENT OF ABILITY WILL BE DENIED AN OPPORTUNITY FOR HIGHER
EDUCATION BECAUSE OF FINANCIAL NEED." SINCE THAT TIME EVERY

PRESIDENT, EXCEPT RONALD REAGAN, HAS WORKED WITH CONGRESS TO
PRESERVE AND ENHANCE "ACCESS" AND somr MEASURE OF "CHOICE" IN

HIGHER EDUCATION.

WHILE PRESIDENT EISENHOWER COULD NOT HAVE ANTICIPATED

CONGRESS' ACTION IN 1972 CREATING THE EDUCATION OPPORTUNITY GRANT
PROGRAM, LATER THE BASIC EDUCATIONAL OPPORTUNITY GRANT (NOW THE

PELL GRANT) PROGRAM, HIS STATEMENT LAID THE GROUNDWORK FOR TODAY'S
FEDERAL PROGRAMS DESIGNED TO ELIMINATE COLLEGE COSTS AND FAMILY
FINANCIAL CIRCUMSTANCES AS BARRIERS TO POSTSECONDARY EDUCATION.
IN A SENSE, ALTHOUGH WE HAVE SUCCEEDED IN PROVIDING ACCESS TO SOME,

f; S
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Ws ARE FAR sHORT OF ouR GOAL. EXCESSIVE RELIANCE ON LoANS IS PART
OF THE LOAN DEFAULT PROBLEM, PART OF THE RETENTION OR ACADEMIC
"SUCCESS" PROBLEM, AND MOST IMPORTANTLY -- A BARRIER TO ACCESS TO
HIGHER EDUCATION, ESPECIALLY FoR MINORITIES.

THE EXCESSIVE RELIANCE OF STUDENT BORROWERS ON LOANS Is SELF-
EVIDENT. CUMULATIVE LOAN VOLUME HAS GROWN FROM $21.2 BILLION IN
2980 TO $101.6 BILLION IN 1989! ONE CLEAR CONSEQUENCE OF THIS
GROWTH IN STUDENT BORROWING Is THE INCREASE IN STUDENT LOAN
DEFAULTS WHILE THE PERCENTAGE OF DEFAULTS HAS REMAINED VIRTUALLY
STATIC (10.1. PERCENT IN 1980, 12.4 PERCENT IN 1985, AND 14.9
PERCENT IN 1989) -- THOSE PERCENTAGES REPRESENT A RELATIVELY STABLE
PORTION OF AN INCREASING voLum OF OUTSTANDING LOANS. NE ARE
ENGAGED INA MAJOR ENTERPRISE. MORE THAN 10,00 LENDERS PARTICIPATE
IN THE GsL PROGRAM; 4.7 MILLION STUDENT LOANS ARE MADE EACH YEAR;
ACCOUNTING FOR $12.7 BILLION IN ACCESS CAPITAL FOR STUDENTS; WITH
AVERAGE LOANS OF $2,425 FOR UNDERGRADUATE STUDENTS AND $5,747 FOR
GRADUATE STUDENTS, HIGHER EDUCATION IS A DEBTOR NATION AND OUR
STUDENTS -- WHO ARE THOUGHT TO BE INVESTMENTS IN FACT ARE
INDIVIDUALs WITH MORTGAGED FUTURES -- SOME WITH NO REAL HOPE OF
REALIZING THEIR DREAMS WHICH HAVE BEEN SACRIFICED ON THE ALTAR OF
THE NATION'S UNBALANCED BUDGET. WE HAVE SHIFTED FROM RELYING ON
GRANTS FOR LOWER INCOME STUDENTS TO RELIANCE ON LoANS.

THE PROBLEM, IN REVIEW, IS BEST UNDERSTOOD BY FOCUSING ON THE
LOAN VEHICLE AS THE OPERATIVE MECHANISM FOR A STUDENT'S FINANCIAL
AID PACEAGE. A cHEMISTRY MAJOR WHO IS A PRE-ENGINEERING STUDENT AT
JOHNSON C. SMITH, FOR EXAMPLE, WILL INCUR THE SAME LEVEL OF
INDEBTEDNESS AS A SIMILARLY SITUATED LOw-INCOME STUDENT WHO PEENSTO BECOME A TEACHER IN NORTH CAROLINA -- YET THEIR INCOME
EXPECTATIONS ARE QUITE DIFFERENT AFTER THEY GRADUATE. A TRUCK
DRIVING STUDENT AT TOM'S TRUCK INSTITUTE MAY PAY THE SAME $5,500
FOR A SIX-WEEK COURSE (WITH AN ANTICIPATED STARTING SALARY OF
$18,000 DELIVERING NORTH CAROLINA FURNITURE TO THE NATION), wHILE
A STUDENT A BETSY'S BEAUTY ACADEMY WILL PAY THE SAME $5,000 FOR A
NINE-MONTH BASIC COSMETOLOGY COURSE. I AM RELIABLY ADVISED THAT
A FIRST-YEAR LICENSED COSMETOLOGIST WILL EARN FAR LESS THAN $16,000
TO START.

THE POINT IS THE SAME IN BOTH EXAMPLES -- THE STUDENT HAs TO
BORROW THE sAME AMOUNT IN ORDER TO DEVELOP THE EARNING cAPACITY
UPON WHICH THE LOAN WAS MADE IN THE FIRST PLACE, ALTHOUGH THE
BORROWER'S ABILITY To REPAY IS GOVERNED BY A PREDETERMINED SET OF
FACTORS (WHICH ARE UNRELATED TO THE AMOUNT LOANED)!

MY POINT IS SIMPLE. IN THE PROCESS OF DESIGNING AND REFINING
FEDERAL STUDENT AID, WE NEED To GET BAcK TO SOME BASIC PRINCIPLEs
THAT GUIDED THEIR DEVELOPMENT AND INITIAL IMPLEMENTATION. FIRST,
LOANS NEED TO BE ELIMINATED FoR VERY LOW INCOME AND LOWER INCOME
STUDEN/S (THOSE FROM FAMILIES WITH INCOMES OF $15,000 OR LESS).
SECOND, LENDING FOR ALL STUDENTS FROM FAMILIES WITH INCoMES BELOW
$30-$35,000 SHOULD BE DE-EMPHASIZED UNTIL AN ACADEMIC "TRACK

tfl
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RECORD" INDICATES THAT THEY ARE LIKELY TO SUCCEED IN POSTSECONDARY
EDUCATION. THIRD, AND MOST IMPORTANTLY FOR ME AND FOR UNCF, THE

PELL GIANT MUST BE MADE AN KWUTLEMENT.

I COME TO THESE CONCLUSIONS AFTER LONG, CAREFUL AND THOUGHTFUL

STUDY AND OUT OF THE EXPERIENCE OF ENGAGING IN POLICY FORMUIATION
WITH RESPECT TO THESE PROGRAMS AT HEW, AFTER ADMINISTERING THESE

PROGRAMS AT A TRADITIONALLY WHITE FOUR-YEAR PUBLIC INSTITUT/ON AND

AT A POUR-YEAR, PRIVATE HISTORICALLY BLACK INSTITUTION. I AM

CONVINCED THAT THE NATION'S CURRENT PUBLIC poxacit POSTURE OF --

FORCING LOWER INCOME STUDENTS TO BORROW EXTENSIVELY FOR UNCERTAIN

EDUCATIONAL AND PROFESSIONAL FUTURES -- IS PART OF THE PROBLEM.

WE ARE THEN, IN A SENSE, FACING A REAL CHOICE BETWEEN 'PAYING NOW

OR PAYING LATER' WHEN WE CHOOSE TO MAKE STUDENT LOANS TO LOWER

INCOME, EDUCATIONALLY 'AT-RISK' STUDENTS ENTERING POSTSECONDARY

EDUCATION. THE SAME IS TRUE FOR THOSE PLANNING TO BEGIN CAREERS

IN LOWER PAYING OCCUPATIONS. WE EITHER ADD $2.7 BILLION TO THE

PELL GRANT PROGRAM, OR WE PAY THAT AMOUNT IN LOAN DEFAULT COSTS,

OR WS CURTAIL ACCESS!

DE-EMPHASIZING LOANS FOE LOWER INCOME STUDENTS

STUDENT LOAN DEFAULTS HAVE PREOCCUPIED BOTH THE EXECUTIVE BRANCH

AND THE CONGRESS AS A SOLUTION IS SOUGHT TO A PROBLEM PRIMARILY
DRIVEN BY FEDERAL POLICY AND THE FAILURE TO APPROPRIATE ADEQUATE

FUNDS FOR THE PELL GRANT AND SUPPLEMENTAL EDUCATIONAL OPPORTUNITY

GRANT (SEOG) PROGRAMS. THE PIECEMEAL SOLUTIONS OFFERED IN MOST OF

THE LEGISLATION DEBATED IN CONGRESS OR INCORPORATED IN THE JUNE 5,

1989 FINAL REGULATION ON STUDENT LOAN DEFAULT PREVENTION TREAT THE

SYMPTOMS, NOT THE PROBLEMS WHICH CAUSE DEFAULT IN THE FIRST PLACE.

REAUTHORIZATION OF THE HIGHER EDUCATION ACT REPRESENTS AN
OPPORTUNITY TO ADDRESS THESE CONCERNS FORTHRIGHTLY.

THE PWOBLEM OF STUDENT LOAN DEFAULTS IN THE STAFFORD STUDENT LOAN
(FORMERLY THE GUARANTEED STUDENT LOAN) PROGRAM CRYSTALLIZED WHEN

THE CONGRESS APPROPRIATED $1.9 BILLION IN FY 1990 TO PAY DEFAULTED

LOAN COSTS. STUDENT LOAN DEFAULTS, HOWEVER, DID NOT EMERGE
OVERNIGHT AND ARE MORE A PRODUCT OF FEDERAL POLICY-MAKING AND
REDUCED APPROPRIATIONS FOR GRANT PROGRAMS RESULTING FROMM BUDGET
DEFICIT, THAN ANY SINGLE FACTOR ASSOCIATED WITH POSTSECONDARY

EDUCATION INSTITUTIONS. STUDENT LOAN DEFAULTS ARE ESPECIALLY
PROBLEMATICAL FOR THE NATION'S HISTORICALLY BLACK COLLEGES AND
UNIVERSITIES BECAUSE OF THE "HIGH RISK," ECONOMICALLY DEPRESSED
STUDENTS WE SERVE. WE ARE NOT ALONE IN THAT REGARD -- COMMUNITY

COLLEGES, PRIVATE CAREER SCHOOLS, AND URBAN FOUR-YEAR INSTITUTIONS

FACE THE SAME SITUATION.

FIRST, THE DRAMATIC EXPANSION OF STUDENT BORROWING TO PAY FOR
COLLEGE PARALLELS HIGHER THAN THE COST OF LIVING INCREASES IN
COLLEGE TUITION OVER THE LAST DECADE. SPIRALING COLLEGE COSTS AND

STUDENT BORROWING HAVE MORTGAGED THE FUTURES OF A WHOLE GENERATION

OF COLLEGE STUDENTS AND GRADUATES. tOLLEGE DEBT AFFECTS THE
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DECISION TO ATTEND COLLEGE (AND WHAT TYPE OF COLLEGE); IT AFFECTS
PERSISTENCE THROUGH THE ACADEMIC PROGRAM; AND IT AFFECTS CAREER
CHOICE AND POST-BACCALAUREATE EDUCATION. RESTORING THE PELL GRANT
TO ITS PROPER PLACE AS THE EQUADATIOL/ESSaMI IN FINANCIAL AID
PACKAGING IS ESSENTIAL.

%V ALSO TEND TO OVERLOOK THE DECLINING VALUE OR PURCRASING POWER
OF THE PELL GRANT AND ITS IMPACT oN ACCESS AND CoLLEGE CHOICE. IN
1975, WHEN THE PELL GRANT (THEN REFERRED TO AS THE BASIC GRANT) WAS
FIRST FULLY-FUNDED, THE MAXIMUM AWARD WAS $1400. SINCE THAT TIME,
COLLEGE COSTS HAVE RISEN APPROXIMATELY 8 PERCENT EACH YEAR, FASTER
THAN TEX RATE OF INFLATION. IF THE PELL GRANT MAXIMUM HAD SIMPLY
RISEN AT THE RATE OF INFLATION, THE MAXIMUM AWARD SHOULD BE
SLaGHTLY MORE THAN $4,000, INSTEAD OF THE $2,400 MAXIMUM AWARD FOR
AY 2991-92 THAT STUDENTS MUST TRY AND STRETCH TO PAY COLLEGE COSTS
TODAY, OR RISK GOING INTO DEBT. THE PELL GRANT MAXIMUM ($1750),
IN 1980 COVERED 41 PERCENT OF COLLEGE COSTS/ IN 1983 THE $2100
MAXIMUM WOULD PAY FOR 32 PERCENT oF COLLEGE COSTS: AND IN 1989 THE
$2,300 MAXIMUM PAID FOR 26 PERCENT OF COLLEGE coSTS.

WHILE I AM NOT HERE TO ADVoCATE A MINIMUM PELL GRANT FOR SOMEONE
WHOSE Itmorm IS S4'4,615, I DO BELJEVE THAT THE $3,700 MAXIMUM FELL
RECOMMENDED FOR THE VERY POOR BY THE ADMINISTRATION, IS ALSO
APPROPRIATE FOR THE NEAR POOR. IN FACT, THE MAXIMUM SHOULD BE
$4,400 AND OUGHT TO BE AVAILABLE TO THOSE WITH INCOMES UP TO
810,000. MINIMUm AWARDS oF $400 SHOULD EXTEND -- IN MY PERSONAL
VIEW -- TO FAMILY INCOMES THROUGH $35,000.

THE FRONTLOADING CONCEPT_AS AN AL1ERNATIVE TO FRESHMAN BORROWING

A NUMBER OF CREDIBLE ALTERNATIVES To THE CURRENT 'BORROW NoW, PAY
LATER' FEDERAL POLICY HAVE BEEN OFFERED, DUE TO THE INABILITY OF
THE PRESENT DISCRETIONARY PELL GRANT PROGRAM TO KEEP FAITH WITH
ITS INTENDED BENEFICIARIES. MANY LOW AND MIDDLE INCOME STUDENTS,
WHO DEPEND ON GRANT AID TO GAIN ACCESS To AMERICA'S COLLEGES AND
UNIVERSITIES, HAVE BEEN FORCED TO BORROW EXTENSIVELY TO PAY COLLEGE
COSTS. CHAIRMAN FORD AND SENATOR PAUL sIMoN INTRODUCED COMPANIONBILLS IN THE HOUSE AND SENATE DURING THE 101ST CONGRESS,
RESPECTIVELY, To "FRONTLOAD" GRANT AID IN THE FIRST TWO YEARS OF
ACADEMIC STUDY, TO RESTRICT STUDENT BoRROWING TO THE JUNIOR AND
SENIOR YEANS OF SCHOOL (WHEN THEY WILL HAVE DEMONSTRATED ACADEMIC
PERSISTENCE), AND TO INCREAsE THE MAXIMUM PELL GRANT AWARDSIGNIFICANTLY. UNCF BELIEVES THAT "FRONTLOADING" CAN ENCOURAGE
COLLEGE ENROLLMENT, REDUCE OR ELIMINATE THE NEED FOR ACADEMICALLY
AT-RISK STUDENTS To BORROW SIGNIFICANT SUMS trwrIL THEY HAVE MADE
THE ACADEMIC AND SOCIAL TRANSITION To COLLEGE LIFE, AND COULD
REDUCE THE OVERALL INDEBTEDNESS OF LOW INCOME STUDENTS. WE
BELIEVE, HOWEVER, THAT NO 11ARD AND FAST RuLE RESTRICTING FRESHMEN
AND SOPHOMORES TO GRANT AID ONLY, AND FORCING JUNIORS AND SENIORS
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TO USE LOANS TO PAY FOR THE LATTER YEARS OF THEIR COLLEGE CAREERS

IS WORKABLE. THEREFORE, UNCF mcommince mirmAsmarso PELL GRANTS

IN THE FRESHMAN AND SOPHOMORE YEARS W/TH A PHASE-IN OF EMPHASIZING
LOANS IN THE JUNIOR AND SENIOR YEARS.

THE 0FRONTLOADING* CONCEPT HAS BEEN ENDORSED BY THE BUSINESS AND
HIGHER EDUCATION FORUM IN ITS JUNE 1990 REPORT IHEKE_Euusam --
nnatittjagE_Mjaugjaingsuunk -- °REPLACING LOANS WITH GRANTS

DURING THE FIRST TWO YEARS OF COLLEGE WILL ENCOURAGE LOW INCOME

STUDENTS TO FORGE AHEAD WITH THEIR EDUCATION. STUDENTS FROM MANY
POOR FAMILIES, CONCERNED ABOUT LARGE LOAN BURDENS, AND ANXIOUS,

-- LIKE ALL STUDENTS -- ABOUT THEIR ABILITY TO SURVIVE IN COLLEGE,

NOW NEVER CONSIDER COLLEGE ATTENDANCE AS A SERIOUS POSSIBILITY.
BUT WITH TWO SUCCESSFUL YEARS BEHIND THEM, AND THE NEWLY REALISTIC
PROSPECT OF GRADUATION AND EMPLOYMENT AHEAD oF THEM, LOANS LOSE
MUCH OF THEIR INTIMIDATION.', ACE PRESIDENT ROBERT ATWELL, AS WELL
AS UNCF PRESIDENT BENJAMIN PAYTON oF TUSEEGEE UNIVERSITY SERVED ON

THIS PANEL or DISTINGUISHED EDUCATORS.

THE ONLY REALSOLUTION -- PELL GRANT _ENTITLEMENT

THE ONIM WAY TO ADDRESS THE TWIN PROBLEMS OF INSUFFICIENT GRANT AID
AND EXCESSIVE STUDENT BORROWING AMONG LOWER INCOME STUDENTS IS TO
ENACT A PELL GRANT ENTITLEMENT. THE CURRENT SCHEME ENSURES THAT
WE EITHER 'PAY NOW OR PAY LATER!' THE HIGHER EDUCATION commuNrrY
-- WHICH HAS DANCED AROUND THE QUESTION OF A PELL GRANT ENTITLEMENT
IN ITS HIGHER EDUCATION ACT REAUTHORIZATION PROPOSALS -- MUST
REALIZE THAT IF YOU GIVE A PARTY, YOU HAVE TO PAY THE BAND! YES

A PELL ENTITLEMENT COST MoNEy, YES WE HAVE A BUDGET AGREEMENT THAT
CONSTRAINS THE CREATION or NEW ENTITLEMENTS, AND YES WE HAVE A
SECRETARY WHO APPEARS DISTRACTED BY THE POLITICAL ATTRACTIVENESS
OF AN ISSUE -- "CHOICE" IN PRIMARY EDUCATION, WHICH IS NO CHOICE
FOR THE URBAN POOR AND FOR MINORITIES -- AND MAY NOT BE FOCUS/NG
ON THE MOST IMPORTANT REAUTHORIZATION OF THE HIGHER EDUCATION ACT
SINCE 2965. WE NEED THE SECRETARY AND THE PRESIDENT'S TO rAx
ATTENTION TO THE COMMUNITY AND THE CONGRUS, BUT wE ALSO NEED TO
TAKE OURSELVES SERIOUSLY AND OUR STUDENT'S NEEDS SERIOUSLY. WE

MUST LOOK BEYOND THE POLITICS OF NOW, AND THE PoLITICS OF THE 1992

PRESIDENTIAL RE-ELECT/ON. AS THE LATE COACH GEORGE ALLEN WAS FOND
OF SAYING "THE FUTURE IS NOW."

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE, IT IS ALSO oUR LAST

CHANCE TO EDUCATE AND TRAIN AMERICA'S wORK FoRCE BEFORE THE YEAR
2000; IT IS ALSO AMERICA'S LAST cHANcE TO FULFILL IT'S COMMITMENT
TO EQUAL OPPORTUNITY IN HIGHER EDUCATION AND TO LIVE OUT ITS CREED
"...THAT ALL MEN ARE CREATED EQUAL, THAT THEY ARE ENDOWED BY THEIR

CREATOR WITH CERTAIN INALIENABLE RIGHTS, THAT AMONG THESE ARE LIFE

LIBERTY AND THE PURSUIT car HAFFINESS;" AND IT ALSO OUR LAST CHANCE
TO REMOVE BLACK AND HISPANIC AMERICANS FROM THE SHELF OF IDLENESS
AND IMPRISONMENT -- AS PART OF THE UNDERCLASS -- AND PLACE THEM rm
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THE WORK-PLACE WERE THEY CAN BE PROUD or THEMSELVES, LEAD THEIR
HOUSEHOLDS, AND CONTRIBUTE IN A MEANINGFUL WAY TO THE GROWTH AND

DEVELOPMENT OF OUR SOCIETY. I WANT THEM TO PAY SOCIAL SECURITY AND

INCOME TAXES; NOT DRAW WELFARE OR RECEIVE UNEMPLOYMENT

COMPENSATION!

IT MAY BE TOO MUCH TO ASK (FOR A PELL GRANT ENTITLEMENT); BUT I AM

SURE THAT IF WE DON'T ASK FOR IT -- WE CERTAINLY WON'T GET IT. THE

NATION'S LOW AND MIDDLE INCOME STUDENTS NEED TO HAVE US ASK POR
WHAT THEY NEED, IF THE PRESIDENT AND THE CONGRESS CANNOT FIND A WAY

TO PAY FOR THE ENTITLEMENT -- I WILL BE BOTH DISAPPOINTED AND
SURPRISED!

ONE FINAL POINT DESERVES MENTIONING. THE DEPARTMENT OF EDUCATION
HAS FOCUSED ITS ENTIRE STUDENT LOAN DEFAULT PREVENTION EFFORT ON

COLLEGES AND UNIVERSITIES AND PRIVATE CAREER SCHOOLS WITH HIGH

DEFAULT RATES. BECAUSE BLACK COLLEGES, COMMUNITY COLLEGES AND

URBAN PUBLIC FOUR-YEAR INSTITUTIONS TEND TO COST LESS AND ENROLL
THE MOST SIGNIFICANT NUMBERS OF LOW INCOME STUDENTS: (INCLUDING
BLACK AMERICANS), STUDENT LOAN DEFAULT PREVENTION SEEMS TO BE
TARGETED TOWARD POOR, MINORITY STUDENTS. FOR EXAMPLE, THE FEDERAL

GOVERNMENT ENCOURAGES INSTITUTIONS TO EXPAND EDUCATIONAL
OPPORTUNITIES FOR LOW INCOME STUDENTS, ESPECIALLY MINORITIES. THIS
MEANS TAKING SOME RISKS WITH SOME STUDENTS WHO MAY ENTER AO
INSTITUTION WITH ACADEMIC DEFICIENCIES. BECAUSE STUDENT AID IS NOW
PRIMARILY LOAN AID RATHER THAN GRANT AID, THE CONSEQUENCE OF
STUDENT FAILURE IN AN UNDERTAKING THE GOVERNMENT HAS ENCOURAGED IS

A mon DEFAULT RATE! THE INSTITUTION IS THEN THE VICTIM OF THE
GOVERNMENT'S "ACCESS', POLICY. FURTHER, WHEN DEFAULT RATES ARE
INACCURATE AND INCOMPLETE, BUT PUBLISHED BY THE DEPARTMENT OF
EDUCATION ANYWAY, LASTING DAMAGE IS DONE TO THE INSTITUTION IN THE

LOCAL COMMUNITY.

ALL OF THESE FACTORS, LEAD UNCF MEMBER INSTITUTIONS TO RECOMMEND

THE FOLLOWING:

MAKE THE PELL GRANT PROGRAM A TRUE ENTITLEMENT WITH A
$4,000 MAXIMUM AWARD BEGINNING IN FY 1994. THE BUDGETARY
IMPAcT OF THIS PROPOSAL MIGHT BE PHASED IN BY APPLYING
THE ENTITLEMENT TO FRESHMEN STUDENTS ma IN THE FIRST

YEAR, THEN ADDING A CLASS OF STUDENTS EACH YEAR

THEREAFTER.

SIMPLIFY THE FEDERAL sTUDENT AID APPLICATION PROCESS.

TWO THINGS COULD BE DONE IMMEDIATEL' TO MAKE IT EASIER
FOR LON INCOME STUDENTS TO APPLY FOR AND RECEIVE TITLE
IV ASSISTANCE, WHILE PRESERVING THE INTEGRITY OF THE AID
PROGRAMS: (I) PROVIDE A REVISED SIMPLIFIED FEDERAL FORM
FOR FAMILIES WITH INCOMES BELOW $15,000, WITH SIX OR
SEVEN DATA ELEMENTS, AND REQUIRE APPLICANTS TO SUBMIT
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THEIR 1040 OR 1040A FORM OR OTHER EVIDENCE THAT THEY
RECEIVE AFDC OR FOOD STAMPS, LIVE IN FEDERALLY-SUBSIDIZED
HOUSING, ETC. (THOSE STUDENTS WITH INCOMES BELOW $10,000
SHOULD RECEIVE THE MAXIMUM AWARD): AND (2) REQUIRE
STUDENTS APPLYING FOR AID FOR THEIR SOPPOMORE, JUNIOR OR
SENIOR YEAR (WHO PREVIOUSLY RECEIVED TITLE IV AID AS
FRESHMEN) TO SUPPLY UPDATED INFORMATION ONLY AND THE MOST
RECENT PARENTAL/STUDENT TAX RETURN INSTEAD OF A WHOLE NEW
APPLICATION.

REDUCE PAPERWORK BURDENS IN THE FINANCIAL AID PROGRAMS,
ESPECIALLY FOR INSTITUTIONS WITH SIGNIFICANT NUMBERS OF
AID RECIPIENTS IN THEIR STUDENT poPULATION (I.E. 50% OR
GREATER), BY ELIMINATING THE VALIDATION REQUIREMENT FOR
THOSE SCHOOLS WITH A THREE-YEAR UNBLEMISHED RECoRD OF
PERFORMANCE AND NO AUDIT EXCEPTIONS.

ELIMINATE THE INCOME CONTINGENT LOAN (ICL) PROGRAM. THIS
PROGRAM REPRESENTS A SERIOUS PITFALL FOR LOW INCOME
STUDENTS BECAUSE IT APPEARS ATTRACTIVE YET Is LIKELY TO
TRAP STUDENTS WITH LESSER EARNINGS GROWTH IN SERIOUS
LONG-TERM DEBT. FOR EXAMPLE: A STUDENT WHO BORROWED
$13,000 (UNDER THE ICL PROGRAM) WOULD BE REQUIRED TO
REPAY OVER S48-000 IN PRINCIPAL AND ACCUMULATED MEREST
(USING THE PROGRAM'S ASSUMPTIONS AS TO INCOME AND
PROJECTED MINIMUM PAYMENW) IF HE OR SHE BEGAN AN
EMPLOYMENT CAREER WITH A SALARY OF $10,800.00. OR WOULD
BE REQUIRED TO REPAY $25,700 IN PRINCIPAL AND INTEREST
OVER TEN YEARS IF THE STARTING SALARY WAS $23,100. IN
CONITAST, THAT SAME STUDENT WoULD PAY BACK ABOUT $18,925
OVER TEN YEARS IN THE STAFFORD LOAN PROGRAM.

MERGE THE IcL cONCEPT INTO A TOTALLY CAMPUS-BASED PERKINS
LOAN PROGRAM. FEDERAL CAPITAL CONTRIBUTIONS (FCC) FOR
THE PERKINS PROGRAM WOULD CEASE AT THE END OF FY 1994 AND
CAMPUSES WOULD ADMINISTER THE PROGRAM SOLELY BASED ON
EFFECTIVELY COLLECTING FROM STUDENTS WHO HAVE BORROWED
FROM THE PROGRAM. INSTITUTIONS MIGHT BE PERMITTED, AT
THEIR DISCRETION, TO ALLOW UP TO TEN PERCENT OF THEIR
PERKINS LOANS TO BE SUBJECT TO INCOME CONTINGENT
REPAYMENT. THE FY 1990 FCC WAS $135,129,000 AND WAS
ALLOCATED TO 1,559 INSTITUTIONS, INCLUDING ONLY 15 UNCF
INSTITUTIONS. TWENTY-SIX OTHER UNCF INSTITUTIONS DO
PARTICIPATE IN THE PERKINS PRoGRAM. TUSKEGEE UNIVERSITY
AND XAVIER UNIVERSITY, As WELL AS MOREHOUSE COLLEGE
RECEIVE THE BULK OF THE $1.3 MILLION IN FCC MADE
AVAILABLE TO UNCF MEMBER COLLEGES THROUGH THE FY 1990
APPROPRIATION. THE TOTAL OUTsTANDING LOAN BALANCE IS
$4.9 BILLION.
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ELIMINATE THE EXCLUSIVE AND ARBITRARY USE OF STUDENT WAN
DEFAULT RATES TO EXCLUDE INSTITUTIONS FROM PARTICIPATION
IN TITLE IV PROGRAMS. UNCF CERTAINLY UNDERSTANDS THE
DEPARTMENT'S DESIRE TO REDUCE STUDENT LOAN DEFAULTS. WE
SHAM/THAT CONCERN. HOWEVER, THE CRITERIA USED TO TARGET
INSTITUTIONS FOR SPECIAL ATTENTION OR EXCLUSION FROM THE
PRoGRAM MUST BE SENSITIvE TO THE MISSION AND PURPOSE OF
AN INSTITUTION, As WELL AS THE INSTITUTION'S ROLE IN
CREATING AND SOLVING THE LOAN DEFAULT PROBLEM.

THE INSTITUTION'S ROLE IN STUDENT LENDING wAS LIMITED, PRIOR TO
1986, TO CERTIFYING TO THE LENDER THAT THE STUDENT WAS ENROLLED ON
AT LEAST A HALF-TIME BASIS. A COLLEGE OR UNIVERsITY'S ROLE IN
COUNSELLING THE STUDENT oR ADMINISTRATIVE ACCOUNTABILITY FOR TITLE
IV FUNDS pLACEs THE COLLEGE OR UNIVERSITY IN A SECONDARY OR
TERTIARY ROLE IN THE STUDENT LOAN DEFAULT CHAIN OF COMMAND. YET,
FOR THE PAST TWo YEARS THE DEpARTmENT Us/NG INACCURATE AND
INCOMPLETE DATA HAS PUBLISHED DEFAULT RATES WHICH MALIGN AND cAST
ASPERSIONS UPON A COLLEGE'S GOOD NAME IN THE ACADEMIC AND ITS OWN
LOCAL COMMUNITY. WHAT ROLE DoEs THE INSTITUTION REALLY HAVE IN
MAKING OR COLLEcTING THE LOAN? COLLEGES ARE THIRD-PARTY
BENEFICIARIES WITH A SMALL ROLE IN THE PROCESS, THAT NOw ARE
PUBLICLY DENIGRATED WHEN A STUDENT wE ARE ENCOURAGED TO ADmIT
SUBSEQUENTLY DEFAULTS.

UNCF ALSO HAS SERIOUS RESERVATIONS ABOUT THE USE OF ARBITRARY LOAN
DEFAULT RATE THRESHOLDS TO DETERMINE INSTITUTIONAL PARTICIPATION
IN THE VARIOUS PROGRAMS ESPECIALLY INAsMucH LOAN DEFAULT RATEs ARE
MISLEADING ANYWAY. SMALLER INSTITUTIONS, WHIcH PURPOSEFULLY KEEP
COSTS LOW, ARE ESPECIALLY DISADvANTAGED BY THIS METHOD OF VIEWING
LOAN DEFAULTS. MORE IMPORTANTLY, UsING DEFAULT RATEs AS A TOOL
DEFLECTS ATTENTION AWAY FROM THE REAL PROBLEM. FOR EXAMPLE, IN THE
JULY, 1989 REPORT, THE GENERAL ACCOUNTING OFFICE (GAO), FROM THE
GAD ENTITLED "GUARANTEED STUDENT LOANS -- ANALYSIS OF STUDENT
DEYAULT RATES AT 7,800 POSTSECONDARY SCHOOLS" NOTED THE DEFAULT
RATES AND DOLLARS IN DEFAULT AT ALL INSTITUTIONS SURVEYED. THE
MISLEADING NATURE OF LOAN DEFAULT RATES IS READILY EVIDENT.

A GOOD EXAMPLE WOULD BE INSTITUTIONS WITH DEFAULT RATES BETWEEN 3
AND 6 PERCENT. BLUEFIELD COLLEGE IN VIRGINIA HAS A BORROWER
DEFAULT RATE OF 3.13 PERCENT AND HAS $1,250 IN DEFAULT, WHILE
BOWLING GREEN STATE UNIVERSITY IN OHIO HAS A BORROWER DEFAULT RATE
OF 3.38 PERCENT AND HAS A $448,000 IN DEFAULT. OR, ITT TECHNICAL
INSTITUTE IN DAYTON, OHIO HAS A DEFAULT RATE OF 5.04 PERCENT AND
$66,777 IN DEFAULT, WHILE THE UNIVERSITY OF PENNSYLVANIA HAS A 5.96
DEFAULT RATE WITH $1,178,964 IN DEFAULT.

ELIMINATING THE ARBITRARY UsE OF LoAN DEFAULT RATES TO PENALIZE
INSTITUTIONS OF HIGHER EDUCATION FOR STUDENT BEHAVIOR IS THE wRONG
POLICY AND IS WRONG-HEADED. WHILE wE SUPPORT A COMPREHENSIVE
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PROGRAM TO ENSURE PROGRAM INTEGRITY -- THE DEPARTMENT OF
EDUCATION'S RECOMMENDATIONS IN THIS AREA WON'T SOLVE THE PROBLEM
AND THEY PUNISH INNOCENT INSTITUTIONS IN THE PROCESS. UNCF SCHOOLS
DO NOT ORIGINATE GSL LOANS, THEY DO NOR GUARANTY THE LOANS AND THEY
ARE NOT RESPONSIBLE FOR COLLECTING THEM. WE ARE SIMPLY THIRD-PARTY
BENEFICIARIES FOR THE STUDENTS WHO QUALIFY AND BRING THE PROCEEDS
OF THE LOAN TO US. WE ARE EDUCATORS, NOT BANKERS. THAT'S ALL WE
WANT TO BE.

WE URGE THIS COMMITTEE TO EXERT STRONG PI-PARTISAN LEADERSHIP IN
SUPPORT OF A PELL GRANT ENTITLEMENT. UNCF BELIEVES THE BUDGETARY
IMPACT OF THIS NECESSARY STEP CAN BE EASED BY "PHASING-IN" THE
ENTITLEMENT OVER FOUR YEARS -- FRESHMEN FIRST, THEN SOPHOMORES,
JUNIORS AND SENIORS -- IN MUCH THE SAME WAY THE ORIGINAL BASIC
GRANT WAS PHASED IN. WE MUST START NOW, TOMORROW IS TOO LATE FOR
THE NATION AND HER CHILDREN!
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Chairman FORD. Thank you.
Mr. Gieger.

STATEMENT OF KEITH GEIGER. PRESIDENT. NATIONAL
EDUCATION ASSOCIATION, WASHINGTON. DC

Mr. GEIGER. Thank you, Congressman Ford and members of the
subcommittee. I am Keith Geiger, president of the National Educa-
tion Association, which represents 2 million education employees.
FurthermOre, for this year, representing over 80,000 higher educa-
tion members.

The Higher Education Act is the cornerstone of our national
postsecondary education policy. In 1965, enactment of the Act
marked a typical chapter in our nation's history. It meant that,
henceforth, academic ability rather than income shall be the key
factor in whether or not an individual has access to postsecondary
education.

NEA believes that no qualified student should be denied access
to postsecondary education opportunities because of income. Yet,
over the past decade, appropriations for postsecondary student
grant programs have not kept pace with the escalating cost of at-
tendance. Our postsecondary faculty members unquestionably see
what economic constraints do to a student's academic career. If
they are working long hours, they cannot concentrate on their
studies. Limited access to financial assistance can adversely influ-
enc their choice of an appropriate institution. They frequently
made academic and career choices that would avoid an overwhelm-
ing debt burden, or prevent them from pursuing careers, such as
teaching, that would make it virtually impossible to pay off that
college debt.

Moreover, any members in elementary and secondary ranks have
a strong interest in the issue of access to postsecondary education.
In working to achieve the national goal of' increasing the high
school completion rate, secondary teachers must be able to assure
successive students will have access to postsecondary education op-
portunities. If we are going to have national goals, we must have
national incentives to meet those goals. More than ever, access to
postsecondary education is a necessary component to economic se-
curity and upward mobility.

In 1971, median earnings for working males with a high school
diploma were 81 percent of the earnings of a college graduate. By
1987, median income for those with only a high school diploma was
less than 69 percent of the earnings of a college grad. Despite the
resources devoted to Federal postsecondary grant and loan pro-

, college attendance rates are still directly linked to income
fltvals. Individuals from upper income levels are four times as
likely to enroll in postsecondary programs as are individuals with
the lowest income levels. These income disparities are also reflect-
ed in enrollment accordhig to racial and ethnic background. Some
36 percent of college age whites in the higher education institution
in 1989 compared to 24 percent of black and 29 percent Hispanics.
The percentage of blacks and Hispanic high school graduates going
on to college declined between 1976 and 1988.

77



70

Moreover, middle income families are increasingly hard-pressed
in these spiralling tuitions. College costs skyrocketed by 75 percent
times the increase in median family income between 1980 and
1988.

How does the Federal Government respond to this triple threat?
College costs out-stripping family income, declining college attend-
ance for minorities, and a widening income gap between college
and non-college graduates? They have done it very simply. By re-
ducing Federal support for higher education, especially for the
grant programs. In the last decade, total Federal spending for post-
secondary education plummeted by 24.3 percent after inflation.

Reduced Federal funding has made deficit spending a fact of life
for most postsecondary students. As we said earlier, six of 10 Feder-
al grant recipients at public institutions must supplement this as-
sistance to borrowing. Median debt levels of college graduates in-
creased by 33 percent in constant dollars between 1977 and 1986.
The poorer students have the largest cumulative indebtedness. For
low-income students, the Pell Grant program is no longer viable.
For middle income students, the Pell Grant program is no longer
available.

NEA recommends that the Pell Grant program be made an enti-
tlement. That the maximum Pell Grant be restored to its 1980
value by setting it at $4,300, or we'll take $4,400, or we'll take
$4,500. This shows that we didn't put our testimony together to-
gether for the 1992-93 academic year. Moreover, we recommend
that the Pell Grant maximum be increased by $200 in each subse-
quent year of the authorization.

By every measure available, the value of Pell Grant has declined
between 1979 and 1989, the value of the average Pell Grant de-
clined from about 23 percent of the cost of attending to about 18
percent Over that same period, the percentage of college freshmen
who received a Pell Grant declined from 32 percent to 22 percent.
The eligibility standards for middle income students is out of kilter
with present economic realities.

Further, NEA recommends raising the limit of Pell Grant from
60 percent of the students' cost of attendance to at least 75 percent
of the cost. Additionally, the current limits on expenses for room
and board are arbitrarily and artificially low. Raising these limits
will help the lowest-income students attending lower-cost colleges.
NEA also recommends a variety of changes to reduce fraud and
abuse and to tighten up on institutional eligibility.

In conclusion, the budget squeeze facing students is getting
worse. As State governments struggle to close record State budget
deficits, 30 States who have deficits at least right now, public col-
lege tuition will increase between 10 and 15 percent this fall with
some States raising tuition to over 20 percent. Without substantial
increases in Pell Grant for low income students and respiration of
middle-income eligibility, too many autdemically capable students
will be shut out of postsecondary education, while others will be
priced out of the institution that best serves their academic goals.
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A renewed commitment is needed to restore Pell Grants as the

true foundation of our nation's goals of equal education opportuni-

ty.
Thank you,
[The prepared statement of Keith Geiger followsl
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Mr. Chairman and Umbers of the SubcoMmittes:

I am Keith Geiger, President of the National Education

Associa Bon, which represents the largest number of higher education

personnel in the nation, with approximately 30,000 higher education

members included in BOO higtmr education locals. This membership

includes both two and four-year institutions and several statewide
university systems including those in California, Florida, and Hawaii.

NEA's divers* membersnip 2.1 million in public elementary and

secondary, vocational, and postsecondary schools, including

educational support staff, higher education faculty, retirees, and staff,
and college students in teacher education programsgives NEA a
unique perspective for commenting on the programs in the Higher

Education Act.

As students seeking to complete teacher preparation programs,

as professionals seeking continuing education opportunities, as
professors devoted to the ideal of equity, as veteran K-12 practitioners

determined to see their students continue their studies, end as middle-

class parents planning for their own children's postsecondary
education, NEA members have a unique commitment to the goal of
ensuring _that equal educational opportunity does not fall victim to

Milliallassanamitsnaabifity.

Before providing our specific comments on the Pell Grant
program, I would like to briefly review the overall problem of access to

S
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postsecondary education. Unfortunately, oven after two decades of

federal studlint assistance, college attendance rates ars still directly

linked to income level. The General Accounting Office reports that

individuals from upper income levels are four times as likely to enroll in

postsecondary programs as are individuals from the lowest-income
levels. Recent data from the Congressional Research Service
demonstrate a similar pattern with about 18 percent of 18-24 year-olds

from families with incomes below $15,000 enrolled In higher education

In October 1989, as compared to over 55 percent of those from Incomes

over $50,000.

When enrollment figures are broken down by ince, additional
disturbing facts appear, namely that Blacks still attend college at a
significantly lower rate than whites. Only 24 percent of Black 18-24 year

olds attended a higher education institvoem in 1989, compared to 36
percent of whites. In fact, the percents of both Black and Hispanic

high school graduates going on to college actually declined between

1978 and 1988.

is a shocking and appalling situation, Mr. Chairman, when the

number of young Black males In prison, on parole, or on probation
(609,690) exceeds the number enrolled in college (436,000).

Hispanic enrollment rates are even lower thar. .Nat of Blacks,

dropping to 28.7 percent in 1989, compares; to 30.8 percent for Black

and 38.8 percent for whites, according to the American Council an
Education.

S



75

3

Not only low-income and minority students find it difficult to pay

for college costs. Middle-ineome families are increasingly hard-pressed

to meet spiraling tuitions. According to College Board data, median

family income increased by only SI percent after inflation from 1980 to

1988, while 4-year public college costs went up 33.8 percent and private

4-year college costs skyrocketed by 44.7, percent above inflation for this

same period. An earlier focus on meeting the needs of those middle-

Income female, the 1978 Middle InCOITI Student Assistance Act,
allowed famines earning up to 925,000 to receive a Pell grant. This
income would correspond to almost $49,000 today after inflation.

Mr. Chairmen, more than ever, access to postsecondary
education is a necessary component to economic security end upward
mobility in today's sodety. According to Frank Levy of the University of

Maryland, an expert In income distribution in the United States, a
considerable gap opened up In the 1980e between the earning power of

conies graduates and those with high school diplomas. Says Levy, it

is much harder for a male high school graduate to be in the middle

class today than it was 10 years ago' In 1971, median earnings for
working males with a high school diploma were 924,581 compared to

$30,371 for college graduates, expressed in constant 1989 dollars. Ely

1979 the gap had declined with the high school graduate making
$23,939 and the college graduate down to $28,598. But by 1987, the

trend reversed. College graduates' incomes rose 10 percent during the

1980. to $29,399, but high school graduates saw their real wages drop
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almost 16 percent to 920,210barely two-thirds as much as the more

his'ily educated group.

Now has the federal government responded to this is triple threat

of college costs out-stripping family income, declining college

attendance for minorities, and a widening income gap between college

and non-college graduates? Very simplyby reducing federal support

for higher education, especially for grant programs. According to the

College Board, between 1980 and 1989, total federal postsecondary

student ald declined by 3 percent after adjusting for inflation. Even

more startling is a just released report from the Education Departments

National Center for Education Statistics, which found that total federal

spending for postsecondary education plummeted by 24.3 percent after

Inflation in the last decade.

NEA believes there are two primary reasons for declining access

to postsecondary education. First, the eroding value of grant aid in

relation to increased college costs Is clearly a major part of the problem.

And second, the mixture of grants and loans in federal financial

assistance is weighted heavily toward repayable loans.

Reduced federal funding has made deficit spending a fact of life

for most postsecondary students. For others, who want to attend

college but do not wish to risk substantial personal debt, reduced

federal funding is the primary reason they choose not to attend.
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Six of 10 federal grant recipients at SUM km1011109 must now

supplement Ws assistance through borrowing. The average amount

bornmed during the freshman year (the year when students ere most at

risk of falling) is $1800.

At both public and private inatftutions, loans have become the

primary vehicle for financing education. The longer this ever-increasing

dependence on loans prevails, the stronger the disincentive to attend a

postsecondary institution becomes.

A recent Department of Education study found that median debt

Web, of college graduates Increased by 33 percent in constant dollans

between 1977 and 1988. In fact, by the late 1980s, according to

American College Testing, the poorest students had the lorgest

cumulative indebtedness. Current federal aid hinding policies force

prospective college students, especially those who have known

financial herd times, toward a risk/benefit analysis. And increasing

numbers of these students ars tvncluding that the risk is too great.

Most students are not gamblers. And the more we ask them to

gamble, the more we're gambling with America's future. This Is not lust

idle speculation. A recent MM Today survey of high school graduates

found that oine-third had put off college because of the expense.

Further evidence of the over-reliance on loans at the expense of

grants Is the remarkable shift In the grant/loan balance. According to

the College Board, In the mid-1970's 78 percent of federal student aid
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was in the form of grants and 10 percent in loans. For the 1987-1988

school year,that proportion had totally reversod, with fiT porcent of
federal aid in loans and only 29 percent In grants.

PELL GRANT RECOMMENDATIONS

NEA strongly believes tha purposo of student financial old
programs has been perverted and literally turned upside down. The
Stafford loan program, originally concolvad as a program to assist
middia-income families in aproading out collego costa over a longar
period of time, is now a major componont of financing for even the
poorest students. Poll grants, which should sem* as tha foundation for
ail aid programs, are subject to the vagaries and uncertainties of tho
yearly appropriations process while the loan program is an entitlement
and the fastest growing program. The only way to resolve this
dichotomy and moss the &din* in somas for minority and low-
!neon,* students la to provide for substantial increases in the Pall
maximum award and to *stabil h tha program as a fru* entitlemant.

Mr. Chipman. for low-Incoma students. the Pill Grant Prizgram le
no longer viable. For middia-Incomt students. the piaL Grant Program
la no longer avallab4.

Specifically, NM recommends that the Pell maximum be set at
$4300 for tho 1992-93 academic roar and Immo* $200 for each
subsequent year. Not only will raising the maximum award help the
poorest students, it will also result in increasing Pell grants for

SG
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moderato-Income students and providing Pell grants eligibility for

student fromlaMhies with incomes over $30,000.

By every measure, the value of Pen grants has declined. The

actual Poll Grant maximum, while rising from $1800 to $2400 between

FY79 and FY91, declined as a percentage of average college costs from

48 percent to 25 percent. In constant dollars (after accounting for

inflation), the Pell maximum decreased by 28 percent Even the

average award covered only about one-fifth of total costs for a four-year

public institution In 1989, down from about one-fourth of the cost in

1980, according to CRS.

Pell grants now serve only about 25 percent of ail students.

Indeed, according to the Higher Education Research Institute, in 1979

nearly 32 percent of all freshman received a Pell grant, while by 1989,

this percentage was less than 22 percent.

Another result of the erosion of Pell funding is the virtual
abandonment of middle-income students. The Middle-Income Student

Assistant Act in 1979 established $25,000 as the income cut-off for Pell

eligibility. If this cutoff had kept pace with inflation, not the even larger

increase in college costs, it would be almost $49,000. Yet the effective

cut-off today I. about 838,000, a drop after accounting for inflation of

over 813,000 from the eligibility level established twelve years ago.

The $4300 amount is proposed because, based on College Board

data for average costs of attendance for public four-year schools, a



80

$

$4300 maximum would equal the same percentage (72 percent) of such

costs (projoited to be $5919 in Academic Year 1992-93, assuming 6

percent Increases per year from 1989-90 costs) as the actual $1750

maximum in AY80 did of the then $2422 four-year public cost, thereby

fully restoring the value of the Pell grant maximum to its 1980 Wel.

Unfortunately, the Administratim proposes to pay for increased

Pell awards for the very poorest students by cutting back on awards for

those from familia& with incomes above $10,0001 This level I* below the

$12,875 poverty level for a family of four In 1989. Over 400,000

students would conpletely lose their Pell grants. NEA strongly urges

you to reject this proposal.

Mr. Chairman, f4EA also recommends a $1000 higher maximum

award for first year students. Since most students who drop out do so

In the first year, and if they have loans are likely to default, low-income

first year students should be discouraged from borrowing. In addition,

a recent study found that while 90 percent of students who receive

grant during the first year were still enrolled during the second

semester, only 75 percent of those not receiving grants return. A higher

first-year maximum Pell should help lower defaults, while improving

student retention rates.

NEA strongly believes that Pell Grants must be made an

entitlement. it defies logic that the largest loan program should be an

entitlement while Pell Grants remain subject to the yearly onartalotY of

the appropriations proms. In order to restore the appropriate
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grant/loan balance and assure that the maximum award will be fully

funded, we strongly urge the creation of an entitlement if new revenues

are needed to cover the increased costs of an entitlement, NM

recommends that Congress consider raising the top corporate income

taw rate, creating an Income tax surcharge on thewealthiest taxpayers,

or limiting tax loopholes.

In addition, an entitlement will aid in encouraging low-Income and

minority students in Junior and senior high school to go on to college by

creating stability and predictability al that they know what their Pell

Grant awards would to if they enroll in college.

The current discretionary nature of Pell Grants has resulted in the

statutory maximum being funded only three times in 18 years.

Currently, the actual Pell maximum award of $2400 is 5700 below the

authorized level of 83100.

Another crucial aspect of improving the Pell Grant Program relates

to how the award relates to a student's costs of attendance. Current law

has two factors that both singly and In combination artificially reduce

Pell Grants for the poorest students at lower-cost institutions.

First, current law mandates that a Pell grant cannot exceed 80

percent of a students costs of attendance. NM recommends raising

this percentage to at least 75 percent of cost.

S!J
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Raising the limit on the percentage of cost that the maximum Pell
award MA cover will help the lowest-Income students attending lower
cost schools. The 60 percent limit serves only to make Pell awards less
income-sensitive, resulting in students with the lowest Income receiving
In many cases the same awards as moderate-income students at the
same institution. One consequence of the 60 percent cost limit can be
seen by the fact that according to ACT, in 1986, about half of all college
freshmen from poverty income families received financial support from
their parents, even though both the Pell formula and the Congressknal
methodology require no parental contribution from such families.

Not only Is the 60 percent limit on cost of attendance unfair, Its
negative effects are compounded by the fact that the statute eats
arbitrary and artificially low limits on room and board charges used in
calculating a Pell Grant. Currently, if a student does not live with his or
her parents, only $2400 I. used as the allowable cost for room, board,
books, supplies, and transportation expenses. Since the mean typkal
room and board charge alone at a public college was $2400 in 1989,
NM recommends that the allowable cost be set at least at $3000 for
1992-93. Similarly, we recommend raising the allowable costs for
students living with their parents to $2200 from the existing level of
$1800. Both of these amounts should be increased by $100 per year for
subsequent years.

The effect of these changes can be seen by looking at the case of
a student attending a low-cost public institution with tuition of $500.
Under current law, a student from the lowest-income family would have

9 0
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his/her Pell calculated using a total cost of $2900 ($2400 cost of
attendence plus $500 tuition) and the Pell grant could be no more than

60 percent of this amount, or $1740.

Utilizing NEA's proposed figures of a $3000 cost of attendance, the

total cost for this student would be set at $3500 and if a Pell grant could

pay up to 75 percent of cost, the sward would be $2625, almost a $900

increase.

A related proposal relates to allowable child care costs. Current
law sots a ceiling of $1000 on such casts. Undsr NEA's proposal, the
child care allowance would be raised to a maximum of $3000 per minor

dependent The national average for day care costs is over $3000 per

year for toddlers, with infant care being oven higher. Establishing this

more realistic child care component for inclusion in cost of attendance

will help ensure that an adult with young children will not be deterred

from pursuing postsecondary education because of child care

expenses.

The discussion of child care costs points to the need to ensure

that Poll Grants adequately serve the needs of today's students. More

than 5 million students, over 40 percent of all college students, are over

24 years of age. And over 70 percent of those students work at least
part time. Many of these older students are struggling to balance work,

homily, and education responsibilities. In fact, two-thirds of students

over 34 years of age are women and BO percent of these attend part

time. NEA therefore urges you to retain Pell Grant eligibility for less
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than half-time students (UM). While the %Li amendments authorized

aid for LTHrstudents, the provision hes been suspended since FY90.

Of the LTHT students who dld receive Pell Grants, over 40 percent of

them wrote over 30 years old. Our proposal continues eligibility for only

the neediest students who are making satisfactory progress toward a

degree.

I note, Mr. Chairman, that Rep. Mink (D-HI) and 13 other members

of this committee introduced HR 2331 which would retain LTHT student

eligibility.

Another aspect of Pell Grants that must be addressed is the

uncertainty about a family's home or farm equity in calculating the
expected family contribution. NEA believes that the net value of a
student's family's home or family farm should not be considered as an

asset for moderate income families. Too many working class families

have had the value of their homes soar in the past decade due to the

Jump in housing prices; however, even though these families have

equity available for borrowing against, many may not be able to afford

home equity loan payments. By setting an income ceiling of $40,000 for

exclusion of home or farm equity, wealthier families would still be

expected to tap Into such equity to help finance their children's
education.

Finally, Mr. Chairman, wit have two specific recommendations for

simplification of the Pell Grant application procesf,.

92



85

13

First, NEA believes that students from families who are receiving

welfare bensilts have already demonstrated that they are poor, and

should not be required to navigate the maze of financial ald applications

to prove again that they are needy. Therefore we recommend, In order

to simplify the process for poor families, that AFDC recipients be
automatically eligible for the maximum Pill Grant award.

In order to simplify the application process for other students,

NEA recommends that the Secretary develop a procedure so that those

students who have received a Pell grant and who are applying for an

award In the subsequent year, and whose family's financial

circumstances haven't changed, can simply certify this fact and not

have to resubmit the entire range of income and asset data.

Just this March, the Advisory Committee on Student Financial

Assistance found, °Reapplication for continuing students rerpresen+A

perhaps the most significant redundancy in the current system. For

example, Department of Education date show that over 50 percent of

the students eligible for Pell Grants in 1988-89 reapplied in 198940,

with calculated contributions changing minimally for students across

income ranges. Most low-Income students, AFDC recipients, non-

federal tax fliers, and filers of simple federal tax returns experienced

virtually no change. Streamlining reapplicationthat is, permitting

continuing students to update existing datawould have a powerful

effect on simplifying the delivery system for all students, especially for

low-income populations.°
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Secondly, NEA recognizes that our recommendations will

substantially increase Pell Grant funding levels. Therefore, we have

recommended a variety of changes to reduce fraud and abuse and

tighten up on institutional aligthtlity, In order to reduce other costs. The

following I. a brief summary of these proposals.

o NEA shares the concerns that have been expressed by many

about the need to reduce fraud and abuse in the Title IV programs.

There have been far too many instances of for-profit schools

victimizing studimts by not providing the training that was
promised, of schools going out of business, and of outright

criminal activities. Current law places too much emphasis on

accreditation as the basis for institutional eligibility for financial

aid programs.

W. recommend, therefore, that before an accrediting agency

can be recognized by the Secretary, it must meet specified criteria

such as reviewing the administrative and financial capability of an

institution; performing periodic reviews and inspections with

emphasis on loan default rates, dropout rates, and job placement

rates; and promptly repotting to the Secretary any negative

actions regarding an institution's accreditation. In addition, state

agencies which license or accredit schools should also be subject

to certain criteria, focusing rn consumer protection, before the

Secretary recognizes them.
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0 Institutions should be required to refund, on a pro-rata basis,

tuition ind fees to students who withdraw before completktg 50

percent of the course. Refunds would be first credited to pay off

student loans. This change will both reduce default costs and

protect students who withdraw from a school If they are

dissatisfied with its education program or for other valid reasons.

O Those institutions that advertise job placement rates should be

required to make available to prospective students state licensing

requirements for the lob the proposed training is designed for.

This will help students evaluate whether the course of instruction

is relevant to licensing requirements.

o NEA believes that institutions should be prohibited from using

commission-basis sales persons for purposes for promoting the

institution. or for determining that a prospective student qualifies

for aid. Too many students have been victimized by overzealous

contractors who are compensated solely by commission. In these

cases, unscrupulous contractors may provide false or

exaggerated claims to students,.

O All institutions should be required to submit revenue, expenditure,

and faculty salary data to the Department of Education. NEA

believes this information Is useful for institutional comparisons

and research into patterns of financing of higher education.
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0 Courses of instruction which comprise solely of =respondence
coursei should no longer be eligible for Title IV programs. Too
much potential for abuse exists In such programs since course
length is almost Impossible to verify. This change alone has the
potential to save hundreds of millions of dollars. The proprietary
school whose students received ;tr. most federal aid was a
correspondence truck-driving school. This one institution
received almost $250 million from 1987-1989. The school
receiving the second largest amount of ills IV aid-5180 million
was also a correspondence truck-driving school.

In conclusion , Mr. Chairman, the budget squeeze facing students,
particularly in the public sector, is getting worse as state governments
struggle to close record stale budget deficits. Public college tuitions
wit; increase between 10 and 15 percent this fall, with some states
raising tuition over 20 percent.

Without substantial Increases In Pell Grants for low-income
students and restoration of middle-income eligibility, too many
academically capable students :rill be shut out of postsecondary
education while others will be priced out of the Institution that best
serves their academic goals.

A renewed commitment is needed to restore Pell Grants as the
true foundation of our nation's goal of equal education opportunity.

Thank you.
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Chairman Foam Thank you.
Mr. Martin.

STATEMENT OF DALLAS MARTIN. PRESIDENT. NATIONAL ASSO-
CIATION OF STUDENT FINANCIAL AID ADMINISTRATORS,
WASHINGTON. DC
Mr. MARTIN. Mr. Chairman and members of the subcommittee, I

am Dallas Martin, president of the National Association of Student
Financial Aid Administrators, representing over 3,300 institutions
of postsecondary education. I am pleased today to have the oppor-
tunity to share with you our recommendations on how we would
improve the Pell Grant program.

In anticipation of these reauthorization hearings, our association
held a series of public hearings across the country in conjunction
with our regional and State associations. During the course of
those hearings, one of the most frequently stated concerns by our
members was the need to address the growing imbalance of avail-
able funding between the grant and loan programs. Repeatedly, aid
administrators from all types of institutions across the country told
us that the Pell Grant program is simply not serving as a viable
foundation program for students with demonstrated financial need.
They also told us that, based upon their data, that Pell Grant fund-
ing for the institutions had declined between one-third and one-half
of what it %vas in 1979.

By comparison, they noted that the current national Pell Grant
award of $2,400 does not even begin to cover the same percentages
of these student educational costs as they did 10 years ago.

They also told us that many of the students who come from mod-
erate and middle-income families no longer qualify for the Pell
Grant program.

From their experiences, the Pell Grant program no longer pro-
vides either the certainty nor the adequate level of support to
make it the foundation programs it was designed to be. In turn,
these aid administrators are forced to provide increasing numbers
of very needy low-income students at the start of their academic
careers, not only with a Perkins Loan, but also the maximum Staf-
ford Loan as well. The result is that some of these higher need stu-
dents are simply choosing not to pursue postsecondary education,
or are becoming so indebted earlier in their undergraduate degrees
that it is affecting their education choices and decisions to consider
graduate studies.

Research has also shown that loans are negatively associated
with incentives to encourage low-income minority students to
pursue higher education. Therefore, today, when the percentage of
loans is increasing as a part of the student's overall financial aid
package it is not surprising that the overall percentage of minority
postsecondary school enrollment is declining during the time with
!which the percentage of minority high school graduates is increas-
ing.

If we hope to provide all of our citizens with an opportunity to
obtain the fullest measure of education that will enable them to
participate equally within our society, then it is essential that we
restructure the Pell Grant program to insure adequate and predict-
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able funding from year to year. To help insure this is accomplished,
our association proposes that the Pell Grant maximum award be
funded at $4,400 for the 1992-93 award year, and then automatical-
ly indexed to rise at least $200 each year thereafter, but in no case,
less than the consumer price index.

Further the policy goal of the Pell Grant program is that it
should cover up to 60 percent of a student's cost of attendance. Our
projections suggest that the average annual cost of a 4 year public
college in 1992-93 will be approximately $7,400. Therefore, 60 per-
cent of that cost would be $4,440. Further, we are proposing legisla-
tion which would insure full funding of the maximum award each
year, thereby giving assurance to current and future generations of
students that they can count on the Pell Grant program to be the
foundation program that it must be. This committee, in 1988, rec-
wnized the necessity to change the funding structure of the Pell
Grant Program from a discretionary to a mandatory account when
H.R. 4986 was cleared for floor action. As you recall, the committee
at that time endorsed making the Pell Grant Program an entitle-
ment. In our association, the mAjority of our members supported
that recommendation.

We also propose imposing some further restrictions, however,
upon the program. These changes would include:

Increasing the Pell grant mmimum hward from its current $200
to $400.

We would also propose eliminating correspondence study credit
on p of study that do not have at least two semester of resi-
dentrar caoTiponent from being considered eligible programs under
the Pell Grant program.

Third, we would recommend eliminating the awarding of Pell
Grants to students who are enrolled for less than half-time.

Fourth, we would limit Pell Grant eligibility for students who
are incarcerated to only include direct educational costs associated
with their course of study, i.e., tuition, required fees, books and
supplies.

In addition to these eligibility limitations, our association would
also recommend three additional changes to the program. First, we
would recommend that the 5 year undergraduate limitation found
in Section 411(c) be eliminated. While we support the concept that
the program should be restricted to undergraduate students, we do
not l'eel that this profession is necessary. S'ection 484(c), which de-
fines the conditions that all Title IV students must meet in order
to make satisfactory progress provides adequate protection; there-
ibre, this additional time restriction is not necessary and only re-
sults in unnecessary paperwork and duplicative monitoring.

Second, we would recommend that the Student Aid Report which
is currently required by the Department of Education be eliminat-
ed, and that the output documents that are provided to the student
by the Department of Education's multiple data entry processor be
utilized instead as the official eligibility notification to both the
student and to the institution. The SAR.A is a creation of the De-
partment and is not required by law. As such, it is a duplicative,
and we could reduce paperwork by its elimination.

Third, we are proposing the implementation of a single need
analysis system and a single cost-of-attendance for all Title IV pro-
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grams. Ms. Natala liar, who serves as our NASFAA Commissioner
for Government Affairs, presented this subcommittee with a de-
tailed overview of our proposal for those changes on May 14th.

So in the interest of time, Mr. Chairman, let me just say that we
encourage you to incorporate these changes along with the pro-
grammatic modifications that you have suggested today to help re-
store the Pell Grant programs to its proper role as the foundation
of the Federal student assistance,

This concludes my testimony, but I'll be happy to respond to
questions later on.

Thank you.
[The prepared statement of Dallas Martin follows:I
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Chairman Ford and Members of the Subcomminee, it is indeed a pleasure to

have the opportunity to appear before you today to express the views of the

National Association of Student Financial Aid Adminisuators (NASFAA) and its

more than 3.300 members, on changes that we believe should be made to the Pell

Grant PrOVIIM during this reauthorization.

In anticipation of these hearings and the reauthorization of the Higher Educadon

Act, NASFAA, in the fall of 1989, embarked upon a systematic action plan to

enable the Association to develop a set of mcommendations that would reflect the

views and address the concerns of ow diverse membership. To insure that everyone

had an opportunity to provide input during our development process, we not only

solicited written comments for over 18 months. but we held a series of six formal

hearings in conjunction with each of ow zgional associations' annual meetings.

The feedback that was received from this process was then carefully reviewed by a

special ten-member Reauthorization Task Race. The recommendations developed

by that Task Force Welle then circulated to ow entire membership for further

comment, and finally, after some adjustmews, approved try ow 27-member Boani of

Directors. Therefmt, we feel confident that the recommendations which we will be

proposing during this reauthorization represent a consensus of the views of the

majority of the financial aid adminisnators from across the nation who we working

at institutions representing all sectors of postsecondary education.

Thmughout our deliberations we obtained numerous suggestions on haw to

improve all phases of the student aid delivery process, as well as suggestions on

what needs to be done to strengthen each of the individual federal Mae IV student

aid programs. Today. however, I would like to specifically present our

recommendations on how to improve the Pell Grant Program.

During the course of our hearings, one of die most frequently-stated concerns

was the need to address the growing imbalance of available flutding benveen the

grant and loan programs. Repeatedly, aid administrators from all types of schools

Won the country told us drat something needs to be done to =tone the purchasing

power of the Pa Grant Program so that it can again serve as a viable foundation

program for students with demonstrated financial need. Witneas after witness told

us that changes to the eligibility formula accompanied by inadequate funding levels

over the past decade have severely eroded the effectiveness of the pogram for

students at their schools. Many of these witnesses presented data which showed

that the percentage of Pei Grant funding at their institutions has declined to one-
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third or one-half of what it was in 1979. By comparison, they noted that the

current maximum Pell Grant award of $2,400 does nor begin to cover the Unit
percentage of a student's educational cost as it did ten years ago. Similarly, they

told us that many of the =dams who come from moderate middle income families

no longer qualify for even a modest Pell Gram.

From their experiences, the Pell Gram Program no longer provides the cenainty

nor an adequate level of suppon to make it the foundation program it once was. In

turn, these aid administrators are forced to provide increasing numbers of very

needy students at the sten of their academic careers with not only a Perkins LAM

but a maximum Stafford Loan LS well. The result is that some of these higher need

students am simply choosing not to pursue postsecondary educadon, or are
becoming so indebted earlier in their undergraduate degmes that it is affecting their

education choices and decisions to consider graduate studies.

Research has also shown loans to be negadvely associated with incentives to

encourage low-income minority students to pursue higher education. Therefore,

today, when the percentage of loans is increasing as a pan of a student's overall

financial aid package, it is not surprising the overall percentage of minority

postsecomtary school enrollment is declining durieg a time in which the percentage

of minority high school graduates is increasing.

If we hope to provid.: all of our citizens with WI opportunity to obtain the

fullest measure of educed= that will enable them to participate equally within OUr

society, then it is essential that we restructure the Pell Grant Program to insure

adequate and predictable funding from year to year. To help insure this is

accomplished, we would propose that the Pell Grant maximum award be funded at

$4,400 for the 1992-93 award year, and then automatically indexed to rise at least

$200 each year thereafter, but not less than the Consumer Price Index.

Our reason for establishing the maximum award at $4,400 is an attempt to bring
it back in line with where it was following the passage of the Middle Income

Student Assistance Act of 1978. In the first await year following that Act, the

maximum Pell Grant was $1,800. Therefore, had the maximum award been indexed

in such a manner at that time, increasing it by a modest $200 per year, we would

have a $4,200 maximum award for the upcoming 1991-92 award year as opposed to

a $2,400 maximum award, and a $4,400 maximum for the 1992-93 award year.
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Flusher, the policy goal of the Pell Grant Program is that it should cover up to 60%

of a student's cost-of-enendance. Our projections suggest that the average annual

cost at a four-year public college in 1992-93 will be $7,400. Therefore, 60 percent

of that cos would be $4,440. Further, we propose legislation which would insure

full fundin of the maximum awmd each year, thereby giving assurance to current

and future generations of students that they can aunt on the Pell Gram Pmgram to

be the foundation program that it must be. This Coomtittee, in 1988, recognized

the necessity to change the funding sown= of the Pell Giant Program from a

dismetionary to a mandmory account when H.R.4986 was cleared for floor action.

As you recall, the Committee at that time endorsed making the Pell Grant Program

an entitlemou and NASFAA strtmgly urges that this modification again be approved

in this Reauthorization of the Higher Education Act.

Obviously these changes will increase the overall costs of the program and,

therefor; help insure that the Pell Grant dollars are being targeted to the most

needy students and reduce boriowing by such students.

We would also piopose imposing some farther resnictions upon the =rent

program. These changes would include the following:

1. Increasing the Pell Gram minimum award from its current $200 amount to $400.

While we realize that this change will impact a small number of less needy

students, we feel that the limited funds must first be used to increue the

maximum award to a more nalistic level and target the program upon those

with the greatest need. We would favor increasing the minimum award,

however, only if there is a significant increase in the maximum award.

2. Eliminate correspondence study crediton programs of study that do not have at

least a two semester residential componentfrom being considered eligible

programs.

3. Eliminate the awarding of Pell Grants to students who are enrolled for less than

half-time. While opinions on this issue were more divided than on others, a

maim* of our members supported the concept of nuoicdng Pell Grants to

students who me enrolled halkinte or men. Budgetary limitations and a belief

that it is mote important to first fund disadvantaged students who are enrolled

on at least a half-time basis, west the two seasons most fit:qui:n*1y cited by

those in the majority wbo supposted this recommendation.

3
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4. Limit Pell Grant eligibility for students who are incarceramd to only include

direct educational costs associated with their course of study (i.e. tuition,

required fees, and books and supplies).

In addition to these eligibility limitations, NASFAA would also propose three

additional changes to the program. First, we would recommend that the five-year

undergraduate limitation found in Section 411(c) be eliminated. While we support

the concept that the program be limited to undergraduate students, the time

restrictions included in this section are administratively burdensome and unnecessary.

Section 484(c) defines the conditions that all litle IV student mcipients must meet

in order to be making satisfactory progress consistent with the institutions'

graduation requirements. Therefore, this additional time restriction is not necessary.

and only results in unnecessary paper work and duplicative monitoring.

Second, we recommend that the Sturknt Aid Report (SAR) curtently required by

the Education Department be eliminated, and that the output ck zument provided to

the student by the Department's multiple data entry processor be utilized instead as

the official eligibility notification to both the student and the school. The SAR is a

creation of the Department and not required by law. As such, it is a duplicative

output form for most students that could be eliminated.

Third, we ate proposing the implementation of a single need analysis system and

a single cost-of-attendance for All Tide IV programs. Ms. Natala Hart, who serves

as NASFAA Commissioner for Governmental Affairs, presented the Subcommittee

with an overview of our proposal for these changes on May 14. In keeping with

our goal to simplify the whole student aid application and delivery process. we feel

that these changes must be made. Therefore, I encourage you to incorporate those

changes, along with the programmadc modifications we have made today, to help

TCSOIC the Pell Grant Program to its proper role as the foundation of the federal

student assistance programs.

This concludes my testimony, Mr. Chairman, but I would be happy to respond

to any questions that you or the Subcortunittee have regarding our proposals.

Again, thank you for psoviding us the opportunity to present our recommendations.

4
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Chairman Four. Thank you,
Mr. FAedheim.

STATEMENT OF STEPHEN B. FRIEDHEIM CHAIRMAN OF THE
BOARD OF THE ASSOCIATION OF INDEPENDENT COLLEGES
AND SCHOOLS. REPRESENTING THE NATIONAL ASSOCIATION
OF TRADE AND TECHNICAL SCHOOLS

Mr. FRIEDHEM. Mr. Chairman and members of the subcommit-
tee, my name is Stephen B. Friedheim. I serve as the chairman of
the Board of the Association of Independent Colleges and Schools.
AICS. I am also the president of the Executive Secretarial School
in Dallas, Texas.

Executive Secretarial School enrolls more than 600 students
drawn from all over the State of Texas, and several bordering
States. Our institution has participated in the Title IV programs
for more than 25 years. Today, 95 percent of our student body re-
ceive some form of student financial aid.

Today, I am here representing not only AICS, but also the Na-
tional Association of Trade and Technical Schools, NATTS. AICS
and NATTS are the Nation's two largest organizations that repre-
sent private career colleges and schools. Together we represent
2,200 institutions that are educating nearly 1.5 million students in
130 different career-specific fields. I appreciate this opportunity to
share my thoughts about the future of the Pell Grant program as
you consider the reauthorization of the Higher Education Act.

Congress, and especially this committee, deserve great praise and
recognition for your support for the Pell Grant program. Pell
Grants have played a major role in helping people with very low
incomes get the assistance they need to make education a reality.
The number of the poorest, the very poorest who have received Pell
Grants has doubled during the 1980s. Grants play a very important
part in helping student successfully complete an educational pro-
gram The data shows that the Pell Grant recipients are more
likely to complete a program than non-recipients. Private career
school students receiving Pell Grants have a much higher gradua-
tion rate than Pell Grant recipients in other kinds of institutions.
AICS and NATTS have submitted a legislative proposal to this
committee.

I would like to briefly describe our recommendations concerning
the Pell Grants. We do not want to dramatically change the pro-
gram. Rather, we believe that we should build on its past successes.
Number one, increase the grant dollars. As you know, during the
1980s, there has been a major shift from grants to loans within the
total Federal aid package as the share of the average tuition cov-
ered by the maximum Pell Grants fell from 41 to 26 percent. Our
proposal would restore a better balance between grants and loans
by increasing the dollars available from Pell Grants.

Number two, frontload grants. We believe aid packages should be
weighted so that students receive more grant assistance early in
their academic program. The grant/loan mix would shift to a
greater reliance on loans as students progress through the academ-
ic program. We believe this change would help improve student re-
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tention, because many low-income students are reluctant to borrow
heavily to pursue a postsecondary education.

The concept of frontloading grant assistance is not a new one for
this committee. Chairman Ford, you presented a similar proposal
to this committee in the 100th and 101st Congresses. While draw-
ing from your basic ideas, our proposal differs fnim the SARA bill
in that it does not absolutely deny students access to loans during
the earlier part to their academic program. Our proposal builds on
the belief that grants should be the basis of any student aid pack-
age, but also makes loans on campus-based assistance available for
those students who need more than just a grant to cover their edu-
cational costs. Attached to my testimony is a chart that outlines
how our frontloading proposal would work.

Number three, increase the maximum grant to restore purchas-
ing power. AICS and NATTS believe that the maximum Pell Grant
award should be increased to $5,000 for the neediest students in
their first undergraduate year. As we restore a better balance be-
tween grants and loans, this $5,000 would be roughly the same as
the combined amount of grants and loans that are currently avail-
able. The increase would also restore t e real value of the Pell
maximum that has not kept up with inflation since the middle
income student assistance act.

Number four, expand eligibility to students from higher income
families. In 1978, the minimum Pell Grant was available to stu-
dents from families with incomes of approximately $23,000 per
year. Today, Pell Grant eligibility is approximately at the same
income level in current dollars. In real dollars, in order to provide
grant eligibility to similarly situated students, the minimum Pell
Grant program should be available to students from families with
annual incomes of approximately $40,000 per year. Thus, we pro-
pose that the needs analysis be modified to provide for the mini-
mum Pell eligibility for the first year students from families with
an adjusted gross income of $38,000.

Number five, make the Pell Grant program an entitlement. We
also believe that the Pell Grant program should be made an enti-
tlement, as you have heard from other speakers this morning. As
you know, Pell Grants are now only appropriated 1 year in ad-
vance. Only once since 1986 has the program been funded to the
authorized level. Making Pell Grants an entitlement would also im-
prove the predictability of the aid package. This would help stu-
dents and parents plan for educational expenses earlier with a
clearer understanding of how much Federal help will be available.

Number six, pay for the grant increases from current loan subsi-
dies. I am sure that most people would ideally like to see the Pell
Grant program expanded, but the tough question and the difficult
issue facing you is how to pay for this expansion. In our AICS and
NATIS legislative proposal, we make a recommendation that
would pay for increasing funding for Pell Grants. At the same
time, our proposal would clarify the distinction between grants and
loans. We accomplish both of these goals by proposing the elimina-
tion of the in-school and grace period subsidies in the Stafford Loan
program.

Today, the highest cost of the Stafford Loan program is the in-
school and grace-period subsidies Last year, these subsidies cost

let;
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$2.3 billion. These subsidies constitute implicit grants, because the
government pays the interest on the loan, while the student is in
school, for 6 months after the student finishes school, and during
all deferment periods.

By eliminating the loan subsidy paid by the Federal Govern-
ment, we would make grants grants and loans loans. We would
make these savings and pay for the significant increases in the Pell
Grant programs. That would help ensure that more young people
would benefit from greater assistance from the program.

Mr. Chairman, in closing, we would like to say that we are in-
trigued by the Pell need analysis formula presented by our col-
leagues from AICS and others, and its basic principals are similar
to the ones presented in our proposal. We look forward to working
with our other associations in developing such a formula.

AICS and NATTS believe that the changes that you make must
recognize the vital roles in the programs as they play a very defini-
tive role in the quality of the Nation's workforce. Today, more than
ever, we need to devote our resources to ensuring that we have the
kind of skilled workforce that our economy needs to remain com-
petitive. The important decision that you make in the months
ahead will determine whether these doors remain open for all of
our citizens.

Thank you.
[The prepared statement of Stephen B. Friedheim follows:]

"
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Mr. Chairmen and members of the Subcommittee. My name

is Stephen B. Priedhoim and I serve as the Chairmen of the

Board of the Association of Independent Colleges and Schools

(ATCS). I am also the President of the Executivi Secretarial

School in Dallas. Texas.

The Executive Secretarial School enrolls more than 500

students drawn from all over the state of Texas and several

bordering states. Our institution has participated in the

Title Iv programs for more than 25 years and today 95 percent

of our student body receive some form of federal student aid.

Today I am here representing not only AICS, but also the

National Association of Trade and Technical Schools (NATTS).

AICS and NATTS are the nation's two largest organizations that

represent private career colleges and schools. Together we

represent 2,200 institutions that are educating nearly 1.5 million

students in 130 different career-specific fields. X appreciate

this opportunity to share my thoughts about the future of the

Pell Grant program as you consider the reauthorization of the
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Nigher Education Act.

te

Importance of Pell ;tent Proorom

Congress -- and especially this Committee and your

colleague across the Hill, Senator Pell -- deserve ;rest praise

and recognition for your support for the Pe11 Grant progrsm.

Certainly you hive the heartfelt thanks of the millions of

people who have benefited from the program. And it has been

tremendously successful in opening doors of opportunity for

millions of lower-incom people.

As you know, it was not too long ago that only those with

sufficient wealth could pursue a postsecondary dducation. But,

through the Nigher Education Act programs, we have made great

strides in allowing people from even the bottom of the economic

ladder get an education.

Pell Grants have played a major role in helping people

with very tow incomes get the assistance they need to maks

education a reality. The number of the very poorest who have

received Pell Grants has doubled during the 1980s. From 1980 to

1988, the percentage of Pell Grants going to students from

families whose income prevented them from contributing anything

to the costs of college wont from 15 to 32 percent. This fact

underscores just how important the program has been in helping

those who need the help the most.

Grants play s very important part in helping students

successfully complete an educational program. New analysis of

2
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Department of Education data verifies how Pell Grants increase

the likelihood of completing a program. The data shove that

Pell Grant recipients are more likely to complete a program

thar non-recipients. This fact is even more significant when

you remember that students vho do not receive Pell Grants have

significantly higher incomes than recipients.

The Education Department data also shows how important

Pell Grants are to students in our sector of postsecondary

education. Private career school students receiving Pell Grants

have a much higher graduation rats than Pell Grant recipients in

other kinds of institutions. More than 64 percent of private

career school students who received Pell Grants graduate, compared

to 49 percent of those attending community colleges and 57 percent

of those attending four-year colleges.

AIDS/WATTS Pell Grant_Pr000sal

AICS and NATTS have submitted our legislative proposal to

this Committee and I would like to briefly describe our recom-

mendations concerning Pail Grants. We do not want to dramatically

change the program. Rather we believe we should build on its

past success and reinforce some of the basic principles embodied

in the original purposes of the program.

1. Increase grant dollars.

As you know, during the 1980s, there was a major shift

from grants to loans within the tote/ federal aid package as

the share of the average tuition covered by the maximum Pell

Grant fell from 41 to 26 percent. At my own school, re have

experienced first hand the effect that increased borrowing has

3
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bad on studnts. Many students choose not to nrol/ simply

because they are afraid of the amount of money they must borrow

to obtain an education. Our proposal would restore a better

balance between grants and loans by increasing the dollars

available from Pell Grants. This would help ensure that even

the poorest students do not leave college under a crushing burden

of debt.

2. Front-load grants.

We also believe aid packages should be weighted so

students receive more grant assistance arly in their academic

program. The grant-loan mix would shift to a greater reliance

on loans as students progress through the academic program. We

believe this change would help improve student retentirn because

many low-income students are reluctant to borrow heavily to

pursue a postsecondary education.

The concept of front-loading grant assistance is not a

new* one for this Committee. Chairman Ford, you presented a

similar proposal to this Committee in the 100th and 101st

Congresses. While drawing from your basic ideas, our proposal

differs from the SARA bill in that it does not absolutely deny

students access to loans during the earlier part of their academic

program. Our proposal builds on the belief that grants should

be the basis of any student aid package, but also makes loans

on campus-based assistance available for those students who need

more than just a grant to cover their educational costs. Attached

to my testimony is a chart that outlines how our front-loading

4

lii



104

proposal would work.

3. Increase the maximum grant to restore purchasing power.

Arcs and NATTS believe that the maximum Pell Grant award

should be increased to $5,000 for the neediest students in their

first undergraduate year. As ve restore a better balance between

grants and loans. this $5.000 would be roughly the same as the

combined amount of grants and loans that are currently available.

The increase would also restore the real value of the poll

maximum which has not kept up with inflation since the Middle

Income Student Assistance Act.

4. Expand ligibility to students from higher income families.

In 1978, the minimum Pell Grant vas available to students

from families vith incomes of approximately $23,000 per year.

Today, Pell Grant eligibility is at approximately the same annual

income level--in current dollars. In real dollars, in order to

provide grant eligibility to similarly-situated students, the

minimum Pe11 Grant should be available to students from families

with annual incomes of approximately $40,000 per year.

Thus. we propose that the need analysis be modif.ed to

provide for Poll eligibility to similarly-situated students as

was originally intended. First-year students from families with

an adjusted gross income of $38,000 would be ligible for 4

minimum grant.

S. Make the Pell program an entitlement.

We also believe that the Pell Grant program should be

made an entitlement. As you know, Pell Grants are now only

5
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appropriate one year in advance. Only once since 1986 has

the program been fundd to the authorised level. That has

forced students to rely more heavily on loans. And, in fact,

an individual student's grant award can be reduced even after he

or she is enrolled.

I can tell you from my own experience that a Pell Grant

does make a difference to our students at the Executive Secretarial

School. Moro than one-third of our students are fortunate enough

to receive a Pell Grant and I suspect that very few of these

students would be on their way to a career if they had not been

able to benefit from a Pell Grant.

Making Pe11 Grants an entitlement would improve the

predictability of the aid package. This would help students and

parents plan for education expenses earlier with a clearer under-

standing of how much federal help will be available. This

greater predictability would encourage young people to complete

their high school education and pursue whatever type of post-

secondary education they choose.

6. Pay for the grant increases from the current loan subsidies.

I am sure most people would ideally like to se the Pell

Grant program expended. But the tough question -- and the

difficult issue facing you -- is how do we pay for this expansion.

In our AICS and WATTS legislative proposal we make a

recommendation that would pay for increasing funding for Pell

Grants. At the same time, our proposal would clarify the

distinction between grants and loans. We accomplish both of

6
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these goals by proposing the elimination of the in-school and

grace-period subsidies in the Stafford Student Loan Program,

Today, the highest cost of the Stafford Loan Program is

the in-school and grace-period subsidies. Last year, these

subsidies cost $2.3 billion. These subsidies constitute implicit

grants, because the government pays the interest on the loan

while the student is in school, for six months after the student

finishes school, and during ell deferment periods.

By eliminating the loan subsidy paid by the federal

government, we would make grants grants and loans loans. we

could take these savings and pay for significant,increases in the

Pell Grant Program. And that would help ensure that more young

people could benefit from greater assistance from the program.

CONCLUSION

Mr. Chairman, in closing I would like to emphasize vhat

I think should be some general guiding principles as you

determine the future of federal financial aid programs.

AICS and NATTS believe the changes you make must recognize

the vital role these programs play in determining the quality of

the nation's vorkforce. Today, more than ever, ve need to

devote our resources to ensuring that ve have the kind of

skilled vorkforce our economy needs to remain competitive.

Private career colleges and schools are an important

element in the education of the American workforce. Our schools

provide the type of job-specific, technical education that

American businesses demand.

7
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I also urge you to remember the impact student aid has on

helping millions of Americans achieve their version of the

American dream. For 25 years. the Nigher Education Act has

opened doors of opportunity for individuals and their families.

The important decision that you will make in the months ahead vill

determine whether these doors remain open for all of our citizens.

Thank you.
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Chairman Folio. Thank you.
Mr. Matejka.

STATEMENT OF LARRY E. MATEJKA, EXECUTIVE DIRECTOR, IL-
LINOIS STUDENT ASSISTANCE COMMISSION, REPRESENTING
NATIONAL COUNCIL OF HIGHER EDUCATION LOAN PROGRAM
Mr. MATLIKA. Mr. Chairman and members of the subcommittee,

my name is Lam Matejka, and I am the executive director of the
Illinois Student Assistance Commission.

I am very pleased to be here with such a harmonious group. I
think we may be a choir, although I would like to see a few more
sopranos and altos, rather than so many baritones and bassists.

I am here today representing the National Council of Higher
Education Loan Program as well as the Illinois Student Assistance
Commission. You are familiar with NCHELP and the many organi-
zations it represents in conjunction with the guaranteed student
loan program. You have already received NCHELP's reauthoriza-
tion paper from Jean Frohlicher in a prior hearing. I was pleased
to serve as chair of the committee which drafted that paper, and
believe it contains suggestions which will not only_ improve the
guaranteed student loan program, but other Title W programs as
well.

You have also received under separate cover ISAC's own reau-
thorization paper.

The Illinois Student Assistance Qmimission serves not only as
the designated guarantor for the State of Illinois, but also is unique
in that it administers scholarship and grant programs for Illinois
higher education and operates the State secondary market for stu-
dent loans. Our perspective from this vantage point is comprehen-
sive as we are able to view the effectiveness of the Federal, State,
institutional, and family partnership in financing higher education.
My remarks today will focus on the Pell Grant program, its rela-
tionship with other State grant programs and N s proposals
for its reorientation and coordination for the guarant, student
loan.

I must first comment that in more than 20 years of professional
student aid work, I have been pleased to see the evolution of the
Federal-State-institutional partnership and the leadership, which
has been demonstrated b the Federal Government, especially

the Pell Grant program.
Although the system has its shortfalls, it still has provided op-

portunity for millions of students to pursue a postsecondary educa-
tion. The current reauthorization process provides us with the op-

:unity to reexamine, modify, and refine Title IV programs and
processes to improve the achievement of our goal of access to qual-
ity postsecondary education.

Mr. Chairman, this country is blessed with an abundance of nat-
ural resources. Unfortunately, many of them have been squandered
and we are not able to replace them. Yet our most important natu-
ral resource is still with us in abundance and continues to be un-
derdeveloped. The development of human capital to its fullest po-
tential must remain a national priority. The most effective vehicle
for doing that, that I know of, is our system of elementary, second-
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ary, and postsecondary education. A key element in this process is
access to postsecondary education through comprehensive student
aid programs and the foundation of such financial assistance
should be grant aid through the Pell program.

The first principle adopted by NCHELP as part of its reauthor-
ization paper is that the foundation of financial assistance to low-
income student should be grant aid. These programs need to be
greatly expanded, especially for first-time students in undergradu-
ate programs who should receive primarily grants and scholarships
during the first portion of their study.

NCHELP urges the Congress to restructure grant and loan pro-
grams fundamentally to provide for substantially increased grants
to students during the beginning of their postsecondary education
with significantly greater loan availability as they progress
through the institution. We heartily endorse the concept that you,
Mr. Chairman, put forth in prior Congressesthat Pell Grants
focus on entering students with guaranteed loans going primarily
to those who have shown some level of persistence in their educa-
tional endeavors.

A student entering postsecondary education is making a substan-
tial transition from high school life. They should be able to make
this transition predominantly through grant assistance, and not
have their lives complicated by substantial debt burden. Once they
have adapted to college life, they are better suited to undertake a
loan obligation and better able to repay the obligation.

By concentrating Pell Grant funds on the early period, a signifi-
cant Pen Grant could be achieved without eliminating needy stu-
dents from eligibility and within the context of current budget re-
quirements. The NCHELP proposal is not specific about what por-
tion of a student's curriculum should be covered by Pell Grants,
since this may have to be governed by budget constrictures and in-
stitutional costs. However, we believe that if possible, grant aid
should cover one-half of a student's educational program. Three
months in a 6 month program or 2 years of a 4 year college educa-
tion. This would allow for a transition relative to the student's in-
dividual program. Since the student would probably not be borrow-
ing during this period, the Federal subsidies which would have
been paid on his GSL could be attributed to the coordinated Pell
Grant Program. It is NCHELP's hope that by combining these pro-
grams, Pell Grants can be converted to entitlement through
merger with GSL's entitlement.

The front-loading of Pell Grants would also significantly reduce
defaults in the Guaranteed Student Loan Program, which would,
under current budget rules, make even more entitlement funds
available for Pell Grants. As you know from the recent GAO
survey of default literature, one significant characteristic of de-
faulters is that they are dropouts. Under current law, a student
forced to borrow because of the unavailability of grant aid is
almost certain to default if he leaves school early in his or her
career. After all, they have not received the training or dwiee they
initially S011fght and will not receive the salary anticipatW against
which they borrowed. By the time a student has completed half the
curriculum, they have great promise of completing their course,
getting the job, and being able to repay the loan.

1 Li



112

NCHELP is convinced that coordinating Pell Grants and guaran-
teed loans through a combined entitlement would benefit and focus
both programs. NVe are in the process of developing a model to
prove that it can be done and under misting budget strictures.

A substantial increase in the maximum Pell Grant is needed to
address the erosion of grant coverage of educationa1 . expenses
during the Rest 10-15 years. For example, during the decade of the
1980s, in spite of a 58 percent increase in the amount of the aver-
age Pell Grant to Illinois public university students. the average
grant, which at the beginning of the decade, covered an amount
equal to tuition and fees now only covers 66 percent of those costs.
Mien compared with the total costs of attendance at an Illinois
public college or university, that figure drops to 25 percent.

I have attached a couple of tables to my testimony which empha-
sizes the erosion of student purchasing power during the 1970s and
1980s. I won't bother to go into detail in those.

In addition to adjusting the mix of loan and grant dollars to be-
ginning low-income students, it is important to increase the maxi-
mums in both the Pell and GSL programs. The current maximums
are outdated. For instance, based on CPI with 1980 as a base, the
1990 Pell Grant maximum would be $2,800, not $2,400. If we based
the comparison on the Higher Education Price Index, the maxi-
mum would be in excess of $3,300. I suggest that the committee
consider increasing the Pell Grant maximum grant annually, based
on an index tied to the CPI, and that those increases be at $100
increments.

The previously-mentioned $4,400 figure is appropriate when you
commie the original percentages to the earlier 1970 costs.

We in Illinois 'lave been fortunate to have State grant programs
which have been generously funded to help ease this growing im-
balance. However, even with the second largest need-s' W State
grant program in the Nation, we have been unable to address ade-
quately the increasing gap between escalating costs of postsecond-
ary education and available grant assistance.

Reauthorization must revisit the mix of grant and loan dollars
and the maximum amounts available to needy students.

In order to be successful, a Pell Grant/GSL continuum must co-
exist with an increased emphasis on accountability and quality in
the offerinp of educational institutions which participate in both
programs. This committee and the Congress have taken significant
steps to clean up the worst program abuses through amendments
to the GSL program in recent years. Dr. Sam Kipp of the Califor-
nia Student Aid Commission presented testimony to this subcom-
mittee last week on NCHELP's further proposals to insure integri-
ty of the Guaranteed Student Loan Program. If these proposals are
not adopted, elimination of eligibiliq for correspondence courses;
raising the minimum eligible educational offering for GSL to 600
clock hours; requirements for equitable refunds, effective disclo-
sures and truthful advertising, as well as increased attention to the
administrative and financial capability of all new institutions seek-
ing to participate in Title IV, we can all expect to spend the next
decade reading about abuses in the Pell program as we have in the
GSL program for the past several years. None of us wants that sce-
nario to occur.
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NCHELP believes that coordination of the Pell and GSL pro-
grams in the manner outlined will redress the grant/loan imbal-
ance and improve the operations of both programs. I would urge
the subcommittee to take this dramatic step for the next decade.

A wise philosopher once said history is a race between education
and catastrophe. I think we are right in the middle of that race. I
don't think we can afford to see the latter win.

Thank you for your opportunity to testify this morning, Mr.
Chairman. I would be pleased to respond to questions you might
have.

[The prepared statement of Larry E. Matejka follows:]
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Mr. Chairman and Members of the aibcommittee.

My matte is Larry Matejka, and I em Executive Director of the Illinois Student

Assistance Mimmission (ISAC). I en here today representing the National Council of

Higher Educalion Loan Programs (NCHIELP), as well as ISAC. You are familiar with

NCHELP and the many organizations It represents in conjunction with the Guaranteed

Student Loan Program. You have already received NCHELP's Reauthorization Paper

from Jean Frahlicher at an eartior hearing. I was pleased to serve as Chair of the

committee wNch drafted that paper, and believe it contains suggestions whlt will

improve not only the Guaranteed Student Loan Program but other Title IV programs as

wet

The Dime; Student Assotance Commission selves not only as the designated

guarantOr kw the State of IlTinols, but also Is unique In that it administers scholarship and

grant programs for Illinois higher education and operates the State secondary market for

student loans. Our perspeceve from this vantage point is comprehensive, as we are able

to view the effectiveness of the Federal, State, institutional, and family partnership in

&lancing higher education. My remarks today will fncus on the Pell Grant Program, its

relationships with other State grant programs, and NCHELP's pmoosals tar Its

reorientation and coordination with the Guarantee..i Student Loan Program.

I must first comment that ir more than 20 years of professional student aid work.

I have been pleased to see the evolution of the Federal-State-institutional partnership and

the leadership whth has been demonstrated by the Federai government. especially

173
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through the Pell Grant Program. Although this system has its shortfalls, it still has

provided opportunity for minions of students to pursue postsecondary education. The

current reauthorization process provides us with the opportunity to reexamine, modify,

and refine Title IV programs and processes to improve the achievement of ow goal of

access to quality postsecondary education.

Mr. Chairman, this country is blessed with an abundance of natural resources.

Unfortunately, many of them have been squandered, and we are not able to replace

them. Yet our most impotent natural resource is still with us in abundance, and

continues to be underdeveloped. The development of human capital to its fullest

potential must remain a national priority, and the most effective method of doing so that

I know is through our systam of elementary, secondary, and postsecondary education.

A key element in this process is access to postsecondary education through comprehen-

sive student aid programs, and the foundation of such financial assistance should be

grant aid through the Pell Grant Program.

The first principle adopted by NCHELP as part of its reauthorization paper is that

the foundation of financial assistance to low-income students should be grant aid.

These programs need to be greatly expanded, especially for first-time students in

undergraduate programs, who should receive primarily grants and soholarshipe during

the first portion of their study. NCHELP urges the Congress to restructure grant and loan

programs fundamentally to provide for substantially increased grants to students during

the beginning of their postsecondary education, with significantly greater loan availability

as they progress through the institution. We heartily endorse the concept that you, Mr.

2
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Chairman, put forth- bi prior Congresses that RA Grants focus on entering students,

with Guaranteed Loans going primarily to those who have shown some level of

persistence in their educational endeavors.

A student entering postsecondary education is making a substantial transition from

high school life. He should be able to make this transition predominantly through grant

assistance, and not have his life complicated by a substantial debt burden. Once he has

adapted to college life, he is better suited to undertaking a loan obligation, and better

able to repay that obligation.

Sy concentrating Pell Grant funds on the early period, a significant Pali Grant could

be achieved without eliminating needy students from eligibility and within the context of

current budget requirements. The NCHELP proposal is not specific about what portion

of a student's curriculum should be covered by Peri Grants, sinati this may have to be

governed by budget strictures. However, we believe that, If possible, grant aid should

cover one-half of a student's educational program-3 months in a 6-month program, or

2 years of a 4-year college education. This would allow for a transition relevant to the

student's individual program. Since the student would probably not be borrowing during

this period, the Federal subsidies which would have been paid on his GSL could be

attributed to the coordinated Pen Grant Program. It is NCHELP's hope that by combining

the programs, PH Grants can be converted to entitlements through merger with GSL's

entitlement

The front-loading of Fell Grants would also significantly reduce defaults in the

Guaranteed Student Loan Program, which would, under current budget rules, make even

3
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In addition to adjusting the mix of ban and grant-dollars to beginning tow-income

students, it is Important to Increase the maximums in both the Pell and GSL Program&

The current maximums are outdated. For instance, based on CPI with 1980 as a base,

the 1990 Pell Grant maximum would be $2,800. not $2,300. If we based the comparison

on the Higher Education Price index the maximum would be $3.300. I suggest that the

Committee consider increasing the P84 Grant maximum annually, based on an index tied

to the C121, and that those Increases be in $100 increments.

We in Illinois have been fortunate to have State grant programs which have been

generously funded to help ease this growing imbalance. However, even with the second

largest need-based State grant program in the nation, we have been unable to address

adequately the increasing gap between escalating costs of postsecondary education and

available grant assistance.

Reauthorization must revisit the mix of grant and loan dollars and the maximum

amounts available to needy students.

In order to be successful, a Pell Grant/GSL continuum must coexist with an

increased emphasis on accountability and quality in the cfferings of educational

institutions which participate in both programs. This Committee and the Congress have

taken significant steps to clean up the worst program abuses through amendments to

the GSL Program in the past few years. Dr. Kipp of the California Student Aid

Commission presented testimony to this Subcommittee last week on NCHELP's further

proposals to Insure Integrity In the Guaranteed Student Loan Program. If these proposals

are not adopted -- elimination of eligibility for correspondence courses; raising the

5
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nininun eAgIbie educatonal offerkig fcr GSL to SOO clock hours; requirements tar

equhab43 reftsids, effective dladosurn, and truttdul advertsing; and increased attention

to the adminisfrathre and financial capability of a new instititions seeking eligibility to

partidpate hi Title IV programs we can all expect to spend the next decade reading

about abuses in the Pell Program, as we have about the GSL Program In the past several

years. None of us wants that scenario to occur.

NCHELP believes that coordination of the Pell and GSL Programs in the manner

outlined will redress the grant/loan Imbalance and improve the operations of both

programs. I urge the Subcommittee to take this dramatic step for the next decade.

I would be happy to answer any questions you might have.

1 2S
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Illinois Public University Students
COuVarison of Average Student Tuition end Tees and Total Costs

With Average federal Student Aid
OY P
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cumulative
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5,014
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$3,392
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2.119
2.382
2,523
2,984
3,413
3,210
3.513
3,659
3.230
3,874
4.049
1,464

12.555
234

Weiehted
Average
-WM."
1 968

918
1,031
1.157
1.286
1,570
1,926
2,037
1.811
1.903
1,141
1.819
1.712
1.837
1.536

S 868
905

Sources: Tuition and student cost data taken from Illinois Student
Assistance Conalission. ata Rook! 129Q, Table 2.2a, p.12.

Pell Grant data taken from Illinois Ooard of Higher Education.
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'TotaI Student Cost' is estimated by the Illinois Stdent Assistance
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determined personal allowance, and room and board or an ISAC
determined commuter allowance.

weighted using annual number of recipients per Federal or
Tederelly-guaranteed loan program.
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MAXIMUM PELL AWARDS VS IR4DERGRAD BUDGET
COMIUSDP rioai 11174 79904911 il44)

to40
arm 211113 109

MRS
0 MAXIM TEL AWAIID UWANIVIIAD MR?

CONVARISON OF PELL GRANT YEARLY MAXTRURE
RI= UNDERCERAMATE 6700R9T COSTS, 2973-74 =ROUGH 2992-92

YEAR

PILL
MAX ANT

OD BUDGET 4 OF DOT

1973.-74 $412.00 $2,601.00 17.394
1974-.75 51.555.00 52,740.00 31.321
1971-76 51,400.00 52,966.00 47.20%
1976-77 $1,400.00 13,160.00 44.30%
1977.-71 11,400.00 $3,360.00 41.67%
1979.-19 51,600.00 13,540.00 45.204
1979,40 $1,900.00 $3,824.00 47.07*
1990.41 51,750.00 54,301.00 40.691
1991-42 11,670.00 $4,100.00 34.79%
1992-13 11,100.00 $9,459.00 32.99%
1993.44 11,100.00 96,22940 29.460
199495 $1,900.00 $6,531.00 29.040
1955-01 52400.00 $6,1116.00 30.45%
19915-117 12,100.00 $7,226.00 29.016%
1907-89 $2,100.00 57,726.00 27.191
1919-99 52,700.00 56,406.00 26.171
1999-90 $2,300.00 $9,706.00 26.42%
1990-91 12.300.00 $9,090.00 25.30%
1991-92 12,400.00 19,521.00 25.194
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Chairman FORD. Thank you vei7 much. I want to apologize earli-
er to the people on the panel. Indeed, I was faced, as the Chair of
this committee, with what some people think is a worthy cause and
others do not think is a worthy cause; but I couldn't be here. I ap-
preciate Mr. Reed's taking over for us. Obviously, some people
think he should Chair all the time

If it wasn't done, I want the reporter to take note that, without
objection, the prepared testimony submitted to the subcommittee
will be inserted immediately following each of the speakers that
spoke today.

Congressman Gaydos also had an opening statement, which will
be inserted in the record.

I have a number of questions, but first, I want to compliment all
of you. This is very helpful to have so many perspectives. I appreci-
ate the observation that you are almost like a chorus. It usually
takes a lot more pain and suffering before we can agree on the Pell
Program.

I want to particularly thank you, Charlie Saunders, Ed Elmen-
dorf and Julianne Thrift, for your joint presentation. I do not re-
member any reauthorizations since the Act was originally written
when public or private schools would be seen sitting here and
agreeing on anything. We usually have to blackjack them into the
room to even talk together. I think it is an indication that the edu-
cation community takes this reauthorization very seriously and has
put forth their best effort in getting something together.

I would like to ask one question on the Pell formula chart. If I
understand you correctly, the lines, the boxes, the crosses and so on
are distinguished by cross-institutions. Is that right?

Ms. Tvaurr. That's right, Chairman Ford.
Chairman FORD. And all of the black lines, no matter what their

cost of education identification, represent what the new formula
would do while the red line represents what the present formula
does?

Ms. Tuairr. Yes. I think what you'll see there if you look at the
far left side of the chart, where the red line dips, that is just an
impact of 60 percent cost where the lowest income student in the
lowest tuition college really doesn't get a fair break. We solve that
problem.

Chairman Foal). You show that.
Ms. Tinurr. Yes, sir. If you look at the far right side, you see the

problem we have when the curve stops sort of abruptly no matter
your fees and tuition increase, if you want to attend the University
of Michigan or another 4 year college or a 4 year private college.
You just don't get any extra help for doing that. So we think we
have solved both the debt burden for very low-income students and
we recognize the real struggle of what working families are feeling
when they try to attend college.

Chairman Foam. Now are you familiar with the administration's
proposal that we got in last week for the corporate low-income fund
for the Pell?

Ms. THRIFT. Yes, sir, we have studied that.
Chairman Foal). Can anybody give me an idea of where a blue

line for the administration would fit in that picture over there?
Ms. Tmuirr. Well, Linda, do you?

A. 3
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MK BERKSHIRE. I happen to have a blurs pen, Mr. Chairman.
This is approximate; if I were being to lly fair and had the time,

I could draw a series of these lines.
Chairman FORD. Well, you don't have to be totally fair; just mini-

mize.
Ms. BEalcsmaz. The percentage of needs being met even for the

lowest income students in their proposals are around 79 percent. So
it would start here, but the drop-off in terms of the level of family
income that it reaches and the level of tuition being reached is
much sharper than this proposal that the community has agreed
upon, which, on average, would take it down something like that.

114s. Tmurr. Mr. Chairman, Linda is being kind. What happens is
it drops like a rock.

Mr. SAUNDERS. If I could try it another way, Mr. Chairman? The
administration agrees with all of us at the table. I think, that sub-
stantially increased grants go to the very needy students. However,
there is no disagreement on that at all. The administration also
agrees that the award should be more than tuition-sensitive; and
thus, their formula is similar to ours. But they cut it off at such a
short point, that they would drop 400,000 out of the current pro-
gram whereas our student body has 800,000 more awards than the
administration's formula.

Chairman Foltz). Thank you. I first met you, Charlie, when you
were explaining, I believe in the Nixon administration, future pre-
dictions of education. It doesn't surprise me that you are trying to
explain this to me now.

Mr. Coleman.
Mr. CourstAN. I, too, want to thank the groups that have come

together for this very thoughtful function. I think it is one of sever-
al aspects in play today. I appreciate the opportunity to listen to
you as well.

As I understand the current law, our budgets for expenditures
for Pell Grants is about $5.3 billion. Under the administration's
proposal, they are suggesting $5.775 billion. Under the proposal
that ACA has put forward, it is about $9 billion. If we were to
allow current law to stand, it would increase the Pell Grant to
$4,500. It would cost about $11 billion. Everybody is nodding yes to
all of that,

Of course, we are faced with budget considerations and really we
are creating the budget. As we discuss these options, we don't have
the luxiny of taking forth and writing intr law entirely what we
would like. We have to write the law, but in the confines of the
budgetary stricturft. That is going to be most difficult when we try
to get the amounts of money we are talking about here.

I want to say, though, that regarding the administration's pro-
posal, Mr. Saunders, I want to follow-up on something, there are
400,000 fewer Pell Grant recipients under the proposal. Although I
know the administration's attempt is to try to help the low-income,
a laudable goal, the largest number of Pell Grant recipients actual-
ly eliminated are, in fact, receiving the lowest income, zero to
$10,000.

Could you explain that? And also, if those figures are consistent
with your understanding, how does that happen under the adminis-
tration's proposal?

1 3 :`
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Mr. SAUNDERS. Yes. I think you've got that right. About 400,000
is eliminated; approximately 200,000 of that 400,000 do come from
low-income families. I suspect it comes from the administration's
proposal of new provisions on eliminating Pell Grants, the ability-
to-benefit provision that was put in in last Congress and that new
separation plus the age of 26 criteria would affect unfairly, I be-
lieve, a high proportion of low-income students who$3,700 maxi-
mum awards that need help.

Mr. Co Lows. Mr. Farrell, do you have any information, differ-
ent than mine, about the number of people being reduced from Pell
Grant recipient rolls. Is that large chunk of the bottom, zero to
$10,000, from which 158,000 would be eliminated, is that a result of
cutting 10 percent off of the lowest traits in your proposal? Do you
know why this might occur?

Mr. FARRELL Thank you, Congressman. Our figures indicate that
400,000 less students that result from this formula come about
from two primary areas of typing. One is a reclassification of the
status, the definition of an independent student. Increasing the
minimum Pell Grant from $200 to $400 would also indicate that
that comes primarily from higher-income students, because the
way the formula was designed, the smaller grants go to the higher-
income and the larger grants go to the lower-income. If I look at
the intent of our formula, and of course, if you take the largest
amount of allocated to Pell Grants in the history of the prcgram.
Part of that increase to these families can provide approximately
the same distribution of dollars in the remaining income families.
We'll be sending some charts to support thatsimple pie charts;
nothing quite as spectacular as that chart.

The intent of the administration's proposal is that the increase
in monthly allocated Pell Grants go to the neediest with the other
income brackets receiving approximately the same amount of
money.

Mr. COLEMAN. Mr. Farrell, if you could supply us with informa-
tion regarding how many would be dropped because of your 9 or 10
percent grade and academic standing proposal. Something that
shows how many would be dropped off because of your independent
student definition, which I assume would come to the total. Just
give us an idea.

At the same time, let me be fair, and say that I think you have a
couple of very good points. I want to note them. I think Mr. Ma-
tejka also referred to them. That is, if you have got programs in
the loan programs for integrity, the same students in the same in-
stitutions are utilizing the Pell Grants as well. In your statement,
you suggest that we carry over forms, that you and we come to-
gether, I think, to try to put in place the GSL, that would also be
put in place for the Pell Grants. I think that is a very good sugges-
tion ancl one of the reforms we need to make in this reauthoriza-
tion.

We spoke about middle income. Some of us have suggested elimi-
nating home equity from the formula for eligibility. I note again
that you have supported this, but in a very limited way; where you
would cut off families at a $20,000 income from taking into account
home equity. I think that to make it realistic and to make it worth-
while, it certainly is going to have to be a higher cap than $20,000.
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I would like to see some of your budget figures as to why you might
have placed a $20,000 cap.

Mr. Friedheim, I was looking at your attached charts. I note that
even though you want to frontload, your frontloading still provides
a great exposure to work-study and loans, even in the first year
and second year. I wonder how youwhat your response is when it
looks like your loan amounts are going to be up m the $8,000 to
$10,000 range in some cases, for the first year. How is that going to
solve our Pell problems and things to do with that when you are
actually increasing the exposure problems? I know it says work-
study loans. I don't know how you can work and still be in school,
so most of that is going to.have to be loans.

Mr. Fitinnixibi. A portion of our student population does
work, Congressman. lifigspend a good deal of time working. Many
of them go to school in the evenings, for example, and have full
time jobs in the daytime. So it is not unusual for our student popu-
lation to be working while they are going to school.

We also think that the number of modifications that have been
made in the guaranteed student loan program as well as the other
kinds of oversight elements that are being put into place will bring
an awful lot of pressure to bear on a variety of the elements that
have created problems for the GSL program. So we anticipate that
much of that will be in place and will improve the situation.

Mr. COLEMAN. Well, I can understand you bringing forth the pro-
posal which tracks your own student clientele, but I think it is un-
reasonable to suggest that most people would view earning $8,000
and $10,000 a year or even perhaps half of that, as being in the
more traditional setting.

As I understand it, the recipient groups, let's put it this way, the
public and proprietaries under this proposal have been brought for-
ward. Proprietary schools are not necessary negatively impacted,
are they?

Mr. FRIEDHEIM. I don't think so, no.
Mr. SAUNDERS. Mr. Coleman, our runs by sector show that the

proprietary sector would increase their total share of grant dollars.
Mr. COLEMAN. Even with reforms in place?
Mr. SAUNDERS. We can'tspeak to other proposals.
Mr. COLEMAN. Yes. Right. Mr. Farrell, you come into the situa-

tion with the view from the department. I wonder if you might be
able to comment and evaluate the ability of this department to ad-
minister student aid; and what do you see and what have you dis-
covered?

Mr. FARRELL. Yes, sir. Thank you. I would like to make just one
comment concerning the 90-10 formula that has been originally
proposed to remove the bottom 10 percent from eligibility Secre-
tary Alexander has already said that he does not like that. If that
is the case, that's out. We are looking at other possibilities to
present for the committees consideration.

When I arrived in April, I was presented with a joint report from
the Department of Education and the Office of Management and
Budget. It was very critical of the department; it was very direct.

Since I have amved, I have also had an opportunity to read in
great detail the report by the Inspector General of our department,
the General Accounting Office, Senator Helms' report. There is a
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huge amount of resources indicating the scope of some of the prob-
lems that we face. However, I am very confident that we are going
to turn this around.

Why is that? For several basic reasons. We have good leadership
in the department now. We have got a strong backing from the
President. I would have to say in the time I have been here also,
that it has had a very strong commitment on the part of this com-
mittee and the Congress to shape up the program.

The people I am sitting here with can also be key to identifying
the good parts of the program and the unsatisfactory problems.
One area where I have seen input from the students, and I was
struck by program reviews. A number of our program reviewers
will sit and talk to the students. The students are the very valuable
resource for this program participation. Ultimately, they are what
the programs is all about. So I can tell you that we will be paying
far more attention to and going out and seeking input from stu-
dents that particiRa'te _in this program.

Mr. COLEMAN. Thank you.
Chairman Foam Mr, Coleman and I are not in disagreement at

this point. I say that to preface the comment with his statement
about the budget. I intend to do my level best to do the job of the
authorizing committee, which is to write the law the way it ought
to benot the way the bean counters say they want to reduce the
numbers.

It is our job to identify the needs, the priorities and what we
need in law. Then it is our job to try to get a budget adopted that
would accommodate any increases in expenditures. Then the next
step, all of which I am very much involved in in this Congresswe
produced about $2.5 billion more than the Controller said we were
going to get in January.

We are talking about something that is going to start in fiscal
year 1994. By fiscal year 1994, we will either have helped this
hwident become the education President or we will all have fallen
flat on our faces. So I want to soar with the eagles and take Presi-
dent Bush right up there with us; and do what ought to be done
with the reauthorization. If we authorize $9 billion for Pell Grants,
we are still not goinf to get any more, and the appropriations com-
mittees will appropriate a budget process.

Well, when they come back to us for reconciliation, that is when
this committee starts paying attention to budget figures. Reauthor-
ization is not and should not be in any way involved with some-
body's idea of what the budget is goin* to be for 5 years starting in
fiscal y!?ar 1994. We ought to be identifying what the need for edu-
cation is going to be in fiscal year 1994 and 5 years forward. I want
to make it very clear, because we sound a little different, but there
is no disagreeing. I hope that it is going to stay this way all the
way through the process. I am just seeing it a little differently than
we have been lookim at it in recent years.

I remember going into conference with 700 differences between
the House and the Senate the last reauthorization, and being told
that we couldn't settle a single difference until I agreed to a
number, as if we were writing a budget and not a reauthorinition
bill. We never settled a thing until the Chairman of the full com-
mittee, Mr. Hawkins and I agreed to the numbers. From that point
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on, all the policy issues were budgeted. They were not driven out of
any sortsand the portions got all skewed. Obviously, I could use a
tougher word.

I don't think we are going to find ourselves under that same set.
There is nobody in this town, who I could detect who will even
mutter a peep that they are not for education. That is where we
are at the moment. I have never seen this kind of harmony. This is
going to be the Education Committee. I hope that we can say that
to the Secretary and to the President that we are together. We are
going to draw up plans for the future. Then we will have a House
where George Bush can be the Education President. The Education
President can't claim that title if he is loaning money to other
countries and increasing it from previous presidents. Marne, you
and I served in an administration that I frequently refer to as the
real education administration. During the Nixon years 90 percent
of these education programs saw larger annual increases than at
any other time during the history of these programs. Now Nixon
didn't ask for all that money, but he didn't impede the appropria-
tions, either.

Mr. SAUNDERS. He also asked for considerably more in authoriza-
tions than Congress was willing to give.

Chairman Foal). That's true. I guess that tends to be the part of
why I want to return to the good old days of Richard Nixon.

Mr. COLEMAN. Mr. Chairman, before you cause any more trouble,
let me answer. I, too, recall from discussions about authorization
and funding, that you and I have had with others in the past, and
we talked to the other side of this issue. But during the 1980s, I
remember that the Republicans wanted certain figures plugged in
for authorizing business. Somehow, by the end of the 1980s, we
were getting with such sums the amount you wanted in the early
part of the 1980s. So each one of us thought we were going to get
the right amount of funding appropriations.

Chairman FORD. Does that mean the sums in the first period?
Mr. COLEMAN. Well, I was going to say, I don't know whether it

is still in vogue or not on my side. But I do want to point out that
it is certainly the way you look at it. I think to a certain extent, we
don't want to mislead people. If we are going to create programs
that are for the service of the state of our society, we ought not get
the people all hyped-up and turned-on about something that is not
going to occur. I think that is why we are always a little more hesi-
tant to use unwarranted figures. That is to what I was referring.
Of course, we are going to continue working together in the spirit
of' cooperation.

Thank you.
Mr. SAUNDERS, Mr. Coleman, if I could comment on the fiscal re-

alities. It seems to me that the administration is asking as of today
reporting a $200 maximum, if you include their $500 bonus. The
rest of us are all in that ballpark between $4,000 and $4,500. So
that is one reality test that is right there..

The other reality test is that by the end of this year, I would
assume that Pell Grant appropriation will be approximately $6 bil-
lion now. In recent years, the Pell Grant appropriation has in-
creased from a third of that over a billion a year. 'We are talking,
as Chairman Ford said, about fiscal year 1994 to be the first year
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that the reauthorization would be implemented. So assuming that
in over 2 years, the economy has improved as it is expected to, and
the administration is willing to make a commitment to higher edu-
cation, after some of the reforms and proposals have been enacted,
I certainly don't feel that our proposals are unrealistic whether we
are talking about going from a $6 billion appropriation to some-
where between $8 and $9 billion. As a matter of fact, if our formula
were funded at as low a level as $3,600 maximum, that would
mean the total cost would be $7.2 billion.

So I think we are talking about. reality levels here. I don't think
it is pie in the sky that anybody is asking for.

Mr. ALBRIGHT. Mr. Chairman, I would also agree with Charlie,
and ask the committee to recall as well that we believe that there
is a direct correlation between increased Pell Grant and decrease
loan defaults. Currently, we are spending about $2.7 billion in loan
defaults. So Charlie's analysis is correct when we shift some of
those dollars from defaults and making them available for Pell
Grants, it seems to me we are a lot closer than we might be at first
thought.

Chairman Foim. I would observe that the first time I put in a
frontloading proposal was an attempt to link the budget process to
cut the loan default cost. We were told by the Congressional
Budget Office that if we knocked out the loans in the first 2 years
and turned Pell into an entitlement during the first 2 years, that
in 5 years, we would solve 75 percent of the loan default& That is
real big bucks. That could pay for the whole thing. Now this town
works hard to make people take things on faith, but the C130 is
courting that, not me and my staff. That isentitlement being
knocked out by Gramm-Rudman. It is pretty heavy for us to deal
with and accept. If we did some frontloading and traded some enti-
tlement for another, I am not so sure it would be a violation issue.

So we get new entitlement out of the program, but we can trade
off. It is possible to consider certain things that haven't been con-
sidered in the past. I am not asking them to be considered. Respect-
ed parties are going to sit down and write a bill. That is the way
the process works. All I wanted to do was reinforce the idea that I
have been preaching since the beginning of the year. There is no
limit to opportunity to where we want to take the education in this
countrieed

Mr.
Mr. REED. Thank you, Mr. Chairman. There is some skepticism

about the administration's proposal to focus attention to the low-
income students. I guess looking over these proposals rekindled
memories of a brief time I taught economics at West Point. I think
all I could say was that it was good they were going to be soldiers
and not economists.

But I have a question, and that is when you go ahead and start
shifting priorities instead of decreasing the cost of education to low-
income students; what is the elasticity of demand? Do you antici-
pate that more people. more low-income people, will have access
now to higher education, particularly with the other reforms that
you propose, including more stringent requirements in the type of
schools that are eligible?
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My fear is that we might create a system in which it appears on
paper that there are more opportunities for low-income students to
go to school, but the reality is that the demand will not be there
because of other reforms you are proposing, not just the fact that
the pool of students is not there to substantiate that. I hate to shift
resources and programmatic weight from other categories of stu-
dents if that demand is not there.

I wonder if you could comment, Mr. Farrell, and Dr. Elmendorf
perhaps, or Mrs. Thrift?

Mr. FARRELL.. Yes, sir. Thank you. The pu of the way the
formula is drawn is to do what I indicated beri7rsee. That is, to take
the major portion of the increase allocated to Pell Grants and aim
that toward the lower-income students, keeping the money avail-
able to the entire income brackets about the same.

The proposals we have in our reauthorizations are intended to
prevent fraud and abuse; not to permit categories of students by
income brackets or anything else. The only driving force behind
these proposals are to eliminate from the program schools that are
not providing the service to the student; that are not providing the
quality education. Those kinds ofremoving those elements from
the program are a plus, because they ultimatelythey bring back
down the default rate and make more money available to all stu-
dents than the situation we have right now, where the increases up
to $2.5 billion, allocated out of the budget, to take some of the
costs. It is really not acceptable.

Mr. REED. Just a follow-up question. Do you have a projection or
an analysis that will show an increase in the number of low-income
students, those that stay in the Pell Grant program? Or do you
have analysis which shows simply the current number of assisted
students, who although the individuals will change, the same cur-
rent number will have access to higher awards?

Mr. FARRELL. I'm sorry, Congressman. I didn't catch one of the
words in the first part of your sentence?

Mr. REED. Essentially, do you have any analysis or projections
which would show that there would be an increased number of stu-
dents under your plan for low-income students qualifying for Pell
Grants? Or, simply, will this increase in targeting lead to the same
number of students receiving higher dollar awards? Do you have
any feel on that in terms of analysis?

Mr. FARRELL I am sure we could provide that, and we would be
happy to.

Mr. REED. Thank you, Mr. Farrell.
I wonder if Dr. Elmendorf, you could comment?
Mr. EudENDomr. Yes. I would be happy to answer that question.

Let me just say very quickly, though: If one could take the $3,700
maximum award and proposed by the administration, not taking
the current formula, just let it ride on the same parameters or the
same three rules, you would put 4.1 million students in the pro-
gram as opposed to four on the 3 million that I propose. It would
cost $9.2 billion to do that. That probably would reflect give the ad-
ministration some special price tag.

If you ran the same numbers through the alternative proposal
that we have with the maximum award of $3,600, the cost on that
would be a little over $7 billion. That is $1.2 billion away from
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what the administration was willing to put on the line this year
with the administration propl on top of the maximum E'en.
That is a very reasonable gml for that kind of award formula.

The distribution would be underlet's say that $3,600 maximum
award we have over 66 percent of those recipients coming from
families with less than $15,000 in family income, and over 75 per-
cent of all that money would go basically to those students who
come from under $15,000. We would not be losing people to low-
incomed istributions.

Ms. Tmurr. Mr. Reed, there is absolutely no doubt that the way
to reach the $3,700 maximum is by cutting out working-class
people. Otherwise, we simply could not fund it at that level. So
what has happened is that low-income people will do well, very
low-income people, anyone who is working for a living has to
borrow money, gets a loan. That is the only thing they'll get out of
this,

Mr. GEIGER. Mr. Reed, I thick this is consistent with what they
have got in the child nutrition program and the aid for education
program. It is really defining poverty. There are people in this
country that no longer are gomg to be eligible for any Federal dol-
lars, and we are just goi to redefine it from $20,000, or whatever
you want, down to $10,111. So any family that makes over $10,000
a year isn't going to be eligible. So those that are very, very poor
are going to get more money, but we are going to cut right out of
the pie the upper lower-income families and the middle-income
families. That, I think, is the decision that Congress has to make.

Mr. RExo. Well, I agree, I think. We conducted a joint House and
Senate hearing in Rhode Island, and we had an opportunity to take
testimony. One of the most compelling stories was from a mother
whose daughter was graduating from Salve Regina College in New-
port, Rhode Island. The parents earn $41,000. They never owned a
home. They only had a few hundred dollars in the bank. The young
woman saved $3,000 for her education. Her need was calculated at
about $14,000. She never received a Pell Grant. She graduated
from college. She owed $17,500 the day she walked out of the ivy
halls. Her parents borrowed $20,000 to pay for her tuition. She re-
ceived some money from the State of Rhode Island, some from the
college. She took out Perkins loans, Stafford loans, commercial
loans, any type of a loan. But she never qualified for a Pell Grant.

The result is that her parents now are unable to make the same
kind of commitment to a younger child. So one of my great fears is
not only we are pitting middle-income or working people against
low-income people; we are pitting sibling against sibling; mothers
and fathers trying to make terrible decisions about who they
reward and who they help in their own families.

That is not the way ;t was when I was at the university when we
had government and capability and the right opportunities as divi-- sive and mean-spirited, in some respects, as we are now. I would
like to help speed up distribution process and help them. I under-
stand the realities and the budget realities. I also understand the
administration is dealing with this difficult process of trying to
come up with a solution. But I think we can reach a higher goal.
But, in effect, without any change in the formula, regardless of the
administration proposals, we are weeding out working Americans
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and we are reneging on one of the great programs, of my lifetime
and before, the opportunity to go on to higher education; not only
with individual benefit, but so that this country can benefit from
those skills and talents. I hope we can address that problem.

Mr. SAUNDERS Mr. Reed, I would just like to say that, in effect,
compounded the administration's budget recommendations. Not
only would they cut 400,000 eligible students out of the Pell Grant
prwram, but they would seriously cut a reduced number of awards
to the campus-based programs. So it is our estimate overall as we
have studied the administration's budget proposal, $1.1 million
awards would be cut out. And that, of course, would all be in
middle-income levels. It's a more serious problem looking at the ad-
ministration's proposal than just looking at the Pell Grant pro-
gram.

Mr. REED. Thank you, Mr. Chairman.
Chairman FORD. Mr. Petri.
Mr. Pgriti. Thank you, Mr. Chairman.
I would like to thank all of you for putting so much effort into

presenting testimony on this important program. I certainly would
like to say that I agree with Mr. Friedheim.

Your general thrust, as I understand it, is to try to restructure
the student loan program to make as much money as possible
available to students, with fewer government expenses because of
fewer defaults and less subsidy, and reapply that money toward a
Pell Grant credit.

I worry about work-study, too, and how to keep some of this
money in light of the Pell Grant increases that you talk about.

I have two specific questions to Dr. Elmendorf, I think, on this; If
we are thinking about moving in the direction of entitlement, does
it make any sense to have a cap on the total amount of the Pell
Grant; and should the awards for each year be indexed for infla-
tion?

In other words, if we move to make Pell Grants an entitlement,
could it be reasonable to cap the amount that the individual could
receive under the Pell Grant program at a 2 year or 3 year figure,
so we don't open up an unexpectedly large spending flow?

Mr. ELMENDORF. That's a good question. My sense is that there
are a couple of provisions in the formula that serve as checks and
balances on that. The first one is that the percent allowed of open
tuition is plugged into the formula as only 25 percent. So there is
no way we should reach the fullest of that. The second is that
under the proposal, we would make any increases in CPI, when
there is fraud brought in and divided equally between the tuition
component and the living cost component, we still have every 5
years a reauthorization cycle. I think that is included in the way to
take a look at the changes and not what we are going to in this
reauthorization compared to what we do in 1997.

Mr. PETRI. When you talk about indexing, you are relating that
to the rate of inflation, I assume?

Mr. ELMENDORF. Yes.
Mr. PEriu. Is that only for the grants, or are you also indexing

the tuition figure, I hope not to the rate of--
Mr. ELmEND01117. Just the maximum award.
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Mr. PETRI. You don't need the other input. So then, in effect, we
have a program that would gradually kick in at lower tuition
levels.

Mr. Elmninolu7. If these institutions are out there increasing
their tuition costs by more than the CPI, they don't get rewarded.

Mr. Prrai. Well, if you leave the number at a constant for tui-
tion, and you increase the Pell Grant gradually--

Mr. ELNENnolur. We are not leaving it constant. The point I am
making is that if you tell me that CPI is going to increase by $300,
the cost for the program, we would divide that 150 added to $2,750
living allowance, and making it 2,900. We would, therefore, also in-
crease the allowance under the tuition making it essentially 1,900
difference or 7,600 maximum tuition at which you could still get
eligibility at the Pell Grant programs. So it is figured into the for-
mula and broken down equally between tuition and living ex-
penses.

Mr. PETRI. Family income would be indexed?
Mr. ELMENDORF. Would continue to go--they would go up as the

consequence of the maximum award going u . As it goes up, it very
well includes the reach of beyond $49,111 to $50,000, which is
where it should be with the CPI on the family income that was ini-
tially derived in 1978, I think it was, at $25,000.

Mr. PETRI. Parents come to me and complain because the IRS
takes the dependant student's stipend and prorates it between tui-
tion, books, and room and board, and attributes the room and
board portion to the parent who is taking the child as a deduction.

If you are expanding this so that it will affect people who are
taxable, is the Pell Grant, or any portion of it, subject to tax.

Mr. ELMENDORF. it is not at this point, and I wouldn't recom-
mend it. One thing that I must keep in mind is that the living ex-
penses that we put into this formula is a number that is derived
fromit is less than 50 percent of what it would really cost a stu-
dent to attend a public 4 year institution. In terms of non-living
costs, measured by the Census Bureau, documented non-tuition
costs of about $6,000 for students. That is at a top tuition. We are
only allowing $2,750 against that total cost even for this reauthor-
ization.

Mr. Pain. So it is your best estimate that grants from the gov-
ernment are different from grants from non-governmental sources.

Mr. MARTIN. They are. The issue which we get to, Mr. Petri, is
part of a changing state of taxation of scholazships, and scholar-
ships is part of the tax reform act. That is different than the

Mr. Thum. We obviously would
Mr. MARTIN. We would like to see that change as well. The way

the people on the Ways and Means Committee would, we would
like it very much.

Mr. Firm. I would, too.
Mr. MARTIN. Let me say one other thing, Mr. Petri. We were

talking about some kind of maximum perhaps in your entitlement
programs. It seems to us that there are certain safeguard in the
program now that protect students. One of these is obviously essen-
tially the progress.

It seems to me that if we have a student who has high needs and
begins this as an undergraduate, and moving through a loop; while
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we want to help that student to be as successful as they can all the
way along, I would hate to see us necessarily pull the support away
from that student later on in their career and make it difficult.
Right now, the evidence is that most students who are not assisted
to make a choice or if circumstances earlier, we change anything
around, we would increase the areas that come later. So we would
plan to maintain support of these students all the way through. I
think we've got other safeguards to do that, but obviously we could
structure it in several ways in terms of whether it is a cost factor.
Again, these schemes, I think you are exactly right. Mr. Friedheim
just mentioned on the loan propcsals, which we are not here to dis-
cuss today, but there is a lot of changes that I think most of these
associations are representing on the table today with regards on
the loans that are reforms as well, that will make additional dol-
lars available and help provide the kind of balance we need in
terms of grant funding versus loan funding, so that these are all
ways of finding assistance.

Mr. PETRI. Thank you. I won't bother you as to who says this is
determined by the institution, which doesn't provide a track on the
student, but--

Mr. MARTIN. I would say that institution that is adhering to the
guidelines of the directive in terms of those that we endorse along
with PCP and others. I mean the Department of Educationpro-
gram abusers, there is no reason whotsoever, Mr. Petri, that those
should not be adequate safeguards for students. If somebody is ma-
nipulating that at a certain institution, I can assure that I can go
and find that out very quickly by visiting that institution.

Ms. Tiffurr. Mr. Petri, those joint proposals in the community
left by your original programs, some people believe that should be
removed. We felt that should remain.

Mr. Prriti. Thank you. I am just concerned that if we increase
the dollars in the program, at some point, it might make sense to
have a Title on it because we seem to be manipulated by some
schools. This part of the program has a better safeguard than the
loan program due to the nature of its design. But still, people are
strtiggling for students revenue. And schools like to get their stu-
dent count, because sometimes, if they are getting other money
based on the number of students, if it is a State-supported school,
for example; they get some money from program A and some from
the State treasury. Suddenly, you start having problems when they
start recruiting people not to provide an education, but because of
the money that person brings in.

Chairman FORD. Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman. I will be very brief. I

want to first apologize for not being here at the beginning of this
hearing. I want to commend you for calling together such an ex-
pansive panel. At the same time, however, I must recognize that I
was at a meeting this morning, getting together on where we are
on the issues we are discussing today. There is a direct correlation
between education and the question of applying for loans and the
Civil Rights Act of 1991 that comes up today on the floor of the
House. In fact, that is the only issue, I guess, that we will debate
today.
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There is one question I want to raise, which comes, I guess, as a
result of the hearing, at least, that I had in Chicago where we had
a very adverse panel of people testifying. They seemed to have
many grievances about trying to increase the access on opportunity
for education for people, particularly those in the lower-income
brackets.

I heard some of the testimony from the National Education Asso-
ciation, and the United Negro College Fund here. I read that the
United States Student Association, as described in their testimony,
are in favor, too, of Pell grants becoming entitlement programs.

I don't know if that is true of the rest of the panelists, or if it is
just limited to those three. I had the feeling that came out of the
hearing that we had to see if there was consensus, if you all think
that the Pell Grant program should become an entitlement and
this would benefit more of the lower-income students without being
denied access to education.

The second point of that: Won't increasing the Pell Grant go a
long way to adfiressing the default problem? There is one question
in two parts, if I could get your answer and reaction to that briefly
before we get to the notice.

Mr. FARRELL Yes, sir. Mr. Hayes, if I could respond? First of all,
on the question of abuse: What we have to do is remove the waste
from the program completely, because the program was established
merely to pass out the money with no regard for the student. So
our goal is to get the fraud and abuse out of all aspects of the pro-
gram.

The other point you raised, the administration proposal for Pell
Grants this year, represents our effort to direct the increase in
funding that we made available on the very substantial increase in
number available to the lowest-income levels for participlting in
the program. Then for the higher-income levels that participate in
the program, the amount of dollars remains about the same as the
previous years.

The question of entitlement, I would remove some of the budget
controls. PersonallyI known the administration believes that it is
better to have the Congress consider the circumstances as it reau-
thorizes and appropriates and considers the circumstances and
issues of the time, rather than to hook the student to the CPI
index, which history goes back to show that they have a tendency
to get out of control.

Mr. ALBRIGHT. Mr. Hayes, let me speak for a moment before you
call on colleagues to step up to the plate.

I think it is very important to this committee, because I have
heard this on several occasions, not to confuse the institutions with
higher default rates as institutions which are practicim fraud and
abuse. The fact of the matter is that many institutions that are his-
torically black colleges, other minority institutions, community col-
leges and many of our State colleges serve large segments of low-
income, academically at-risk students. The fact of the matter is
that at present, most of those students, some of whom may come to
us not quite as well prepared as they should, are required to take
out guaranteed student loans in oWer to meet the cost of educa-
tion. Many of those students flunk out or become discouraged be-
cause of the high cost of borrowing and drop out earlier. Therefore,
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most of those students end up becoming students who are engaged
in default. That should not be confused, because Congiew has
asked us to serve students of that exact type. We think we are
doing a national service by taking them. We are going to lose some.
There is no question about that. But I think our track record on
balance would indicate that we do a far better job of educating
those who others in society will not educate. Therefore, I as one in-
stitution representative, rather resent the notion that somebody
would accuse us of being an institution practicing fraud and abuse
simply because we take risks on students whom end up not being
able to make it out of the institutions. I hope the Congress really is
able to discern the difference between and among that 20 percent,
there is a very, very important point to make.

Mr. SAUNDERS. Mr. Hayes, on the question of entitlement, I don't
think there is a major substantive difference among us here. We
have been before this committee in the past urging entitlement. I
remember I came before the committee, I think it was 1976, to
make the point that the only way to provide stability, which every-
body agrees that that is what they needed in the Pell Grant pro-
gram is entitlement.

Mr. HAYES. Mr. Saunders, it is hard for me to understand why
we could forgive a debt of $7 billion to Egypt and can't forgive any-
body else. Let's try it with our students.

Mr. SAUNDERS. We looked at the problems. The Chairman had
asked us to make legislative recommendations for everything that
we felt we were proposing. We simply didn't see how you could run
an entitlement under the take-over provisions the budget is coordi-
nated on. I would point out that my testimony notes that clearly
the ultimate way to insure the reliability of the program is the
foundation of student assistance, would be to make the program an
entitlement. But because we are unable to identify any particular
increase in taxes or spending cuts, which must be made under the
budget, a point of fact to provide entitlement, we took the route
this time of trying to get as close to entitlement as pmsible while
tying the,: maximum to the consumer price index and taking away
the Department's authority to reduce awards,

Mr. WATsoN-DAvis. And I think it is also important to note that
when looking at the difference between loans and grants is that,
first of all, people feel better getting a grant. It has since been
shown that peorqc 2re more successful when they get grants. They
are in a bettel state of mind. They don't have to work. They have
more time for their stvdies and are more successful.

If grants were an emitlement, if we turn the balance of loans to
grants, we will be in a better position to educate more people and
keep more people in school; and therefore, make more education
more accessible.

I just want to relate really quickly a situation that happened
with me in particular. I just got married 2 weeks ago. My wife has
student loans. She has got a $4,000 GSL loan. We just got the state-
ment back, saying that 'by the time we pay back interest, it will be
$9,100 on a $4,000 loan.

This is a very successful student. She has done really well. She
comes from a low-income backgroi ,nd. However, she had to take
out the loans, for one, because she wasn't able to get enough from
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Pell Grant. Also, the fact that she wasn't able to contribute what
they said she should be able to contribute. That leaves us in a pecu-
liar predicament right now when we have a ton of loans to pay
back. That is just one of the loans she has taken out. Now I have to
decide whether to goyou know, continue with the work that I am
doing, or try to get a job at IBM, even though my heart is in doing
this type of work. That is the position the students are put into
when they have to make a decision on whether or not to get these
loans.

Mr. MARTIN. Mr. Hayes, let me say something else about the
question you raised on entitlement. When you go backand I
think if you look at the history of the Pell Grant program, the Pell
Grant program is really, as everybody has said, is the foundation of
financial aid. Because these programs, we have said to students,
really are not the kind for earlier on.

Saying this program is available to make sure that the govern-
ment is going to provide some support for students. It is very im-
portant that we have some stability and some predictability on
what that amount of support is going to be. It comes to students
very early on. I am talking about even junior high and early career
professionals.

If my memory serves me correctly, since the Pell Grant program
has been enacted in 1972, there are only three times in the history
of the program that the appropriations have matched for the au-
thorized level for it. That doesn't give a program a lot of stability,
but we are trying to make a point that this is a full entitlement.
We refer to it as entitlement with a little "e'. We need to have a
program that provides some assurance that what we are saying to
a young person today, who is starting off from the 8th or 9th grade,
if you do the following things, by the time you complete school and
you have done things that mean you are responsible, your govern-
ment will be there to give you that form of assistance to insure
that you have a chance to pursue your postsecondary education.

I cannot say with full assurance with the commitment that I
would like to, to a needy student today, that that is what we are
talking about here today.

Mr. HAYES. Thank you, Mr. Chairman. I have a call waiting deal-
ing with the geography for reapportionment in the State of Illinois.
I have to go answer a call.

Chairman FORD, That is called protecting your seat. I want to
thank this panel. Seeing how much common understanding there is
among the diverse interests represented here speaks well for where
we are going. I trust that you and the Secretary will make sure
that we spend some time on the testimony that all of you prepared
today. The Secretary impresses me as somebody who wants to un-
derstand what is happening in the state of education today.

Mr. FARRELL. Your leadership, Mr. Chairman, itself helps us to
come to the realization that we need to get together. Thank you
very much for that.

Chairman FORD. Thank you.
[Whereupon, at 12:12 p.m., the hearing was adjourned, to recon-

vene at the call of the Chair.)
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HEARING ON THE REAUTHORIZATION OF THE
HIGHER EDUCATION ACT

WEDNESDAY, JUNE 5. 1991

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON POSTSECONDARY EDUCATION,

COMMITTEE ON EDUCATION AND LABOR,
Washington, DC

The subcommittee met, pursuant to notice, at 10 a.m., Room
2175, Rayburn House Office Building, Hon. William D. Ford [Chair-
man] presiding.

Members present: Representatives Hayes, Sawyer, Payne, An-
drews, Jefferson, Reed, Roemer, Kildee, Coleman, Molinari, Petri,
Barrett, and Henry.

Staff present: Thomas Wolanin, staff director; Jack Jennings,
education counsel; Maureen Long, legislative associate; Gloria
Gray-Watson, administrative assistant; Jo-Marie St. Martin, minor-
ity education counsel; and Rose Di Napoli, minority professional
staff member.

Mr. ANDREWS. Ladies and gentlemen, we are ready to begin. I
note the absence of many of our colleagues on this committee, but
their absence today is not an indication of their lack of interest in
the process. I assume as the hearing goes on, we will be joined by
many of our colleagues. I will call, at this time, on Mr. Reed for his
opening statement.

Mr. R :4wa. How about someone even less distinguished than Jay
Leno chairing? I just want to say that yesterday's hearing on Pell
Grants was very productive. I am looking forward to continuing
these hearings.

Thank you, Mr. Chairman.
Mr. Mamma I don't know if I should call you Mr. Reed or Ed

McMahon after that. Thank you very much.
There is a statement in the record which, without objection, will

be submitted for Mr. Gaydos.
Without objection, so ordered.
We will call upon our colleague, Mr. Barrett, for any opening

statement he may have.
Mr. BaaRamr. Thank you, Mr. Chairman. I think I will simply

ask the Chair to have a statement inserted into the record.
Mr. ANDREWS. Without objection, so ordered.
[The prepared statements of Hon. William D. Ford, Hon. Joseph

M. Gaydos, and Hon. Bill Barrett follow]
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STATEMENT OF HON. WILLIAM D. FORD, A REPRESENTATIVE IN CONGRESS FROM THE
SPATZ OF MICHIGAN

Today is our second of two hearings on the Pell Grant Program, the foundation
program for Federal student financial assistance. This is the largest student grant
program, receiving $5.38 billion in funding during this fiscal year. For this coming
academic year, 3.4 million students will receive Pell Grants of up to $2,400 to help
them pursue their education goals.

Yesterday, we heard testimony from witnesses representing all sectors of postsec-
ondary educationthe administration, presidents of institutions, students, teachers,
financial aid administrators, even guaranty agenciesall with suggestions for
changes in the Pell Grant Program.

Today. we will hear further testimony on changes to the Pell Grant Program; but
we will also focus on one of the criteria established for receipt of Federal student
financial assistancethe so-called ability-to-benefit criteria.

In order for a student to be eligible for Federal student aid, the student must be a
high school graduate, possess a high school equivalem, diploma or be determined to
have the "ability-to-benefit" from the postsecondary education.

I am pleased that a very distinguished member of this subcommittee, Paul Henry,
of Michigan, is presenting his bill, H.R. 337, to us this morning. We will also hear
testimony in support of H.R. 907, introduced by another distinguished member of
this subcommitteeGeorge Miller of California. Representative Ron Coleman's leg-
islation, H.R. 553, is also before us this morning.

While the "ability-to-benefit" provision is a very important part of the Higher
Education Act. I would like to point out that only 2 percent of all Title IV recipients
are admitted using the ability-to-benefit criteria. Also 35 percent of all undergradu-
ates receive Federal student financial aid, while 37 percent of ability-to-benefit stu-
dents receive Federal aid. I have put a memo in the members packets prepared for
me by the Congressional Research Service addressing the subject of ability-to-benefit
students and Stafford loan defaults.

I look forward to hearing the comments and suggestions of our witnesses for ways
to improve the Higher Education Act.

.1 .4 7
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Opening Statement
Joseph R. Gaydos

Postsecondary Education Hearing
June 5, 1991

As we all know, there was no eligibility provision for
students who had not received a high school diploma or General
Equivalency Development certificate in the original text of
the Higher Education Act of 1965. That provision was added
when the 1976 amendments to the act became law.

Since that time, many students who did not have a diploma
or GED but had the ability to benefit have successfully

completed their programs of study and gone on to better and

higher paying jobs.

The number of ability to benefit students is very small

-- about 2.5 percent of all students currently in higher
education programs.

Further, these students represent a very small percentage
of those students receiving .)..ancial assistance. During the
1989-1990 school year, according to preliminary estimates from
the Department of Education, only 1.8 percent of all students

receiving Title four assistance were ability to benefit.

These students are also heavily concentrated in programs
that take less than two years to complete.

In tax-supported institutions during 1989-1990, ATB
students represented only one tenth of one percent of the
enrollment at public four-year schools, and only 1.3 percent
at community colleges, but accounted for 2.9 percent of all
students in public vocational programs.

In private non-profit institutions in the same year, ATB
students comprised less than two percent of the enrollment at

- 1 -
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four-year schools, and not even one tenth of one percent at

two-year schools, but accounted for 7.8 percent of all

students in private non-profit schools that offer less than

two year programs.

In the for-profit career training schools, the

percentages of ability to benefit students follow the same

pattern -- a larger percentage are enrolled in the shorter,

less than two year programs as compared to the percentage in

longer programs.

Thus it is clear that students who have the ability to

benefit are more interested in shorter programs and less

interested in long-term, academic programs. And, this would

include going back to high school or taking refresher courses

in order to pass the GED test.

Judging by the Department's figures, these students only

want to learn what they need to know to participate more fully

in our workforce. They want to learn the skills they need to

get a first job, perform a job better, or get a better job.

I don't know if it is wise to exclude these Americans

from the student assistance programs -- especially since most

employers don't put much stock in our high school diplomas.

Ne have heard time and time again that a high school diploma

in no way guarantees that a student can even read.

Hopefully, we will keep this in mind when we make final

decisions about which students will receive assistance when

attempting to broaden their horizons and which students will

not.

- 2
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00MIMITs Or TIM nomcnum DILL MUTT
nosTSECOMDART Inm7ChTIOM MAUI=

Jun 4, lift

Thank you Mt. Chairman

Taft': hearing topicethe Fell Orant program and the
controversial issue et aability-to-benefit testabring us, I think, to
the heart of our federal higher education policy.

That policy in thereat has focused on providing qualified
individutle the opportunity to go to college. itir many lowninocee
students, the 42,400 zealous Pell Oren Mare resemeents the kW for
them to get a college d4plome.

I just want to say that the administration's plan to incomes* the
Pell agent's gamin= award to $2,400 reprements a necessary first et',
towards Meting the needs at today's students.

While I's sure that esny would like to see that amount increased
to keep op with the rate et if1atio, and to make the Pell draft an
entitlement. Mille those goals are laudablo, 204 have glorious conoorna
it we proceeded in that direction.

though
first, we'd biotite, MOM last year's budget agreement. leen

I wasn't hers tor that debate, I'd hove serious reservations
mettle, another sendatory spending program while still

grappling with $20Obillion federal budget deficit. I know many of
my colleagues mbar* this ooncern.

One would have to &side that providing food shelter, medicine,
and health care is in the same category as attaining a college degree.
I'm sure sany would agree with that assessment, I would just lave a
problem with it.

The Federal Government should help provide financial assistant* to
attain college degree or certificate. Mut it is the individual who
makes the commitment, figutstaielly and otherwise, not the federal
goverment .

rinally, I's concerned that the grant program itself nay sugpass,
as a amens of primary financiel assistance the Guaranteed t Loan
(04L) 2 vast to see the private ;motor involved 40 much es
poaaibla in our higher education system, end presently at least, that
seems the OIL program,

Despite the feet thet tha GIRL progras is being racked by
defaults, it Ls nevertheless a meritor ous concept and one that mould
be preserved end reformed.

One of my major concerns is getting control of this $2 billion
default problem, and know that one of our efforts in this
reauthorization proisla will be to address that problem.
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The sacond topic of today's !oaring is one of tho steps we aro
Main, to oontront the default issue through *ability to benefit'
tasting.

Theme indapandant tests (like AOTs and 1120) ars assigned to
screen those who wouldn't or couldn't profit from the educational
instruction.

On the surface at least it to me that should this is a
reasonabla step to take. WI have a mechanism in lace that
ensures we get the "bdogast bene for our educational dollars.

While there ars going to be oases there an ability to bsnafit nay
miss hardships. I belieVe the American wants Wulf money

understand, and primal:0'60A
invested in individuals who have icianoy to absorb,

.This morning tha full committoe marksd up In MS, a bill that
establishes a commission to study whether a national tast for our

and secondiry studants is in order, to gauge the success or
IgIT:::ati our odUcation system.

msny snort' claim that a national test is naossaary, then
why is a indspeodent testwhich could ond up being the national test--
not good indicator 0 a students ability and capacity to learn?

with that, I. Chairman, I loOk forward to haaring the testimony
from our witnesaso.
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Mr. ANDREWS. I see Ms. Molinari is here. She has no opening
statement.

Ms. MOLINARI. I have no opening statement.
Mr. ANDREWS. Thank you.
MS. MOLINARI. Thank you.
Mr. ANDREWS. With us this morning is a distinguished member

of our full committee, Representative Henry, from Illinois. He has
someMichigan, excuse me. We moved him. I apologize. He is still
distinguished.

Mr. HENRY. I was born in Chicago, Mr. Chairman.
Mr. ANDREWS. I knew that. Yes.
He is here to make a contribution this morning on some

thoughts he has on the Pell Grant.
Welcome. I know that you have to get right to the floor to

engage in colloquy on H.R. 1. We encourage you to take as much
time as you like.

Mr. HENRY. Do we have a vote pending, Mr. Chairman?
Mr. ANDREWS. Pardon me?
Mr. HENRY. Do we have a quorum call pending?
Mr. ANDREWS. Do we have a quorum call pending? Yes, we do.
Mr. HENRY. Maybe we should just push our button and come

back. Will that be okay?
Mr. ANDREWS. We will adjourn for as much time as that takes,

and reconvene very shortly.
[Recess.]
Mr. ANDREWS. Ladies and gentlemen, we are now ready to con-

tinue.
Mr. Henry.

STATEMENT OF HON. PAUL B. HENRY. A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MICHIGAN

Mr. HENRY. Thank you, Mr. Chairman. Mr. Chairman, I do have
a prepared statement. I am going to skip through it in the interest
of brevity, but I ask that it be entered in the record.

Mr. ANDREWS. Without objection.
Mr. HENRY. Thank you, Mr. Chairman.
I appreciate the opportunity to testify in support of my bill, H.R.

337, on the so-called "ability to benefit' issue.
Just to be sure that there is no misunderstanding or confusion,

let me explain to my colleagues that H.R. 337 would eliminate the
ability to benefit provisions from the Higher Education Act, mean-
ing, therefore, that in order to be eligible to receive Federal finan-
cial aid under the Higher Education Act, a student must actually
have completed high school or received a GED, which is recognized
as the equivalent by all States. Other legislation which will be dis-
cussed today would actually go in the opposite direction, and would
loosen the existing "ability to benefit* criteria, which Congress
passed last year in the Budget Reconciliation bill.

So we have a very clear diversity of opinion in terms of which
way we ought to go on this question. It might be helpful to review
a brief history on the issue. Prior to 1976, there was no ability to
benefit provision in the criteria for eligibility for Federal postsec-
ondary aid. In other words, prior to 1976, one had to have either a
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high school degree or a GED certificate in order to participate in
these programs. The ability to benefit provision, which opens it up
for alternative entre into the Higher Education Assistance grants
program was first added in the Higher Education amendments of'
1976; and then expanded to include proprietary institutions in
1978.

The initial legislation allowing non-high school graduates to be
eligible for Federal aid left it to the institution to determine the
student's ability to benefit from the educational programs. Within
a few years, however, it became very, very clear that this was an
area of considerable abuse. Over the years, Congress has tried vari-
ous formulations to limit the institutions' discretion. Beginning in
1986, Congress required the institution to either use a standardized
test to show ability to benefit, or provide remedial counseling to
the student. Two years later, Congress changed that and required
both testing and counseling.

Yet the stories, such as those related by Representative Waters
before the subcommittee a couple of weeks ago continued. Similar-
ly, the Inspector General of the Department of Education has high-
lighted improper practices by institutions in documenting ability to
benefit as a prime area of abuse in the higher education programs.

Last fall, in the Budget Reconciliation Act, Congress adopted new
language intended to further reduce the control of the institution
in making the determination. The current language provides that
in order to be eligible for Federal financial aid as an ability to ben-
efit student, the student must pass an independently administered
examination approved by the Secretary.

The Department has implemented this language by approving a
list of national tests, initially 14 tests, and su. -quently six others.
The tests range from the ACT and SAT and other well-known tests,
to a test which was developed for the purpose of evaluating non-
English speaking students' English language competency to attend
high school, an area of particular concern to Mr. Coleman who w.:l
be before the committee shortly.

I might add that the GED is also on the approved list. However,
the Department also established the standard for passing the ap-
proved test. Since the individual States generally set their own
passing scores for the GED, passing for purposes of Federal aid
does not necessarily mean "passing" for purposes of receiving certi-
fication of high school completion from the State.

I suspect that our subsequent witnesses will say that the current
situation is confusing and the Department of Education's actions
somewhat arbitrary. NVith that, I would obviously agree.

Our response, however, should not be to t. .)ack and again
loosen the discretion of institutions to make their own determina-
tion about students' ability to benefit when they have not complet-
ed high school. Ability to benefit students are not huge numbers in

ndary education. Estimates that I have seen are that about
r.)st5arcent of all students in postsecondary education do not have a
high school diploma or a GED. I don't think it is curprising, howev-
er, that the small amount of students are amongst the most risky
borrowers of student loans. In 1987, the Department of Education
found that 2 percent of non-defaulting borrowers were admitted
under this category, while 9 percent of defaulters did not have a
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high school degree or GED. For no other high risk factor was the
spread so great. That is from a 1987 report on Postsecondary Stu-
dent Aid Survey, Mr. Chairman.

Even if that were not the case, however, it is the wrong message
for us to send about the importance of completing high school or its
equivalent, when we allow those who have not gone through that
effort to be eligible for postsecondary aid. And I do not believe, Mr.
Chairman, that in the 1990s, we do any,favor for any student when
we encourage them, by giving them Feaeral loans, to attend a post-
secondary institution without having achieve minimum high school
competency in reading, writing and math.

Let me add that many, if not most, of the good proprietary
schools already have a policy of not accepting students on the basis
of ability to benefit. That surprises many members of the commit-
tee. In my district, we have a proprietary school, for example,
which prepares students for careers in cosmetology. That school
has required a high school diploma or GED for many years. The
same is true for the business career schools in my area, and many
others.

Obviously, the problem of whether students are adequately pre-
pared to benefitwhich I think is a better phrase than abilitx to
benefitfrom postsecondary education is a broader one than just
focussing on those who are admitted without a high school diplo-
ma. Unfortunately, in too many cases a high school diploma itself
is no longer a good indicator or proxy for being prepared to benefit
in pcstsecondary education, whether it be a traditional college or a
vocation /technical education. I hope this committee will move in
the direction of demanding more from our secondary schools and
our secondary school students. One of the ways, of course, to effect
that would be to adopt the President's proposal for a national as-
sessment of students, a step towards which we took earlier this
morning in the full committee.

Until we are ready to move in that direction, however, a high
school diploma is the best, most fair, proxy we have. I think it is
time to make the Higher Education Act reflect that.

Mr. Chairman, I a1w want to point out what is happening in pri-
vate sector matches and adoptions of high schools with high de-
grees of students that are not graduating from high school or have
educational deficiencies. In the city of Detroit, for example, in the
Greater Detroit Metropolitan area, many of our major corporations
are sponsoring school adoption pw-ams in which they are invest-
ing time and tutoring and strenening the educational curricu-
lum in helping the students; and also promising to them that any
student who completes high school will, in fact, have the economic
ability to get a higher education. We ought to make that opportuni-
ty there.

But there, where the private sector has moved in to address this
problem, they have, too, themselves set the criteria. The high
school diploma is the step for eligibility to participate in this pro-

. By, in fact, opening up ability to benefit to those who don't
ave a GED or a high school diploma, we are really denying eligi-

bility to others who have taken the disciplines and made the good
faith effort to get the high school diploma. So I hope we consider
very carefully the dangers associated with opening up this provi-

15.4



148

sion and also give some consideration to not only the economic
saving, but the educational message associated with our current
policy on ability to benefit.

Thank you, Mr. Chairman.
[The prepared statement of Hon. Paul B. Henry, along with ref-

erenced documents, follows..]
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sr. Chairman and my colleagues on the Postsecondary Subcommittee,

I appreciate the opportunity to testify in support of my bill.

H.R. 337, and on the so-called "ability to benefit* issue.

.7Ust so there is no confusion at the outset, let me explain to my

colleagues that H.R. 337 would eliminate the "ability to benefit"

provisions from the Higher Education Act, meaning that in order to

be eligible to receive federal financial aid under the Higher

Education Act a student must actually have completed high school or

received a G.E.D., which is recognised as the equivalent by all

states. Other legislation which will be diecussed today would go

in the opposite direction, and would loosen the existing "ability

to benefit" criteria which Congress passed last year in the Budget

Reconciliation bill.

It might be helpful to review a brief history on this issue. As

you know, Mr. Chairman, prior to 1976 there was no "ability to

benefit° provision in the criteria for eligibility for federal

postsecondary aid. The provision was first added in the Higher

Education Amendments of 1976 and then expanded to include

proprietary institutions in 1970.

The initial legislation allowing non-high school graduates to be

eligible for federal aid left it to the institution to determine

the student's "ability to benefit" from the educational program.

Within a few years, however, it becass clear that this was an area

of considerable abuse, and over the years Congress has tried

various formulations to limit the institutions' discretion.

Beginning in 1906, Congress required the institution to either use
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a "standardised' test to *how ability to benefit, or provide

remedial counseling to the tudent. Two years later Congress

changed that and required both testing and counseling.

Vet the stories such as those related by Rep. Waters before the

Subcommittee a couple of weeks ago continued. Similarly. the

Inspector General of the Department of Education has highlighted

improper practices by institutions in documenting 'ability to

benefit" as a prime area of abuse in the higher education programs.

Last fall ie the Budget Reconciliation Act, Congress adopted nw

langilAge intended to further reduce the control of the institution

in making the determination. The current language provides that in

order to be eligible for federal financial aid as an 'ability to

benefit" student, the student must "pass an independently

administered examination approved by the Secretary."

The Department has implemented this language by approving a list of

national tests, initially 14 tests, and subsequently 6 others. The

tests range from the ACT and SAT and other well-known tests, to a

test which vas developed for the purpose of evaluating non-English

peaking studente English language competency to attend high

school.

I eight add that the G.E.D. is also on the approved list. However,

the Department also established the standard for 'passing' the

approved tests since the individual states generally set their

own passing scores for the G.E.D, 'passing" for purposes of federal

aid does not necessarily mean 'passing" for ourtees of receiving

S
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certification of high school completion from the state.

I suspect that our subsequent witnesses will say that the current

situation is confusing and the Department of Education's actions

somewhat arbitrary. I agree.

Dur response, however, should not be to turn back and again loosen

the diecretion of institutions to make their own determinations

about students' *ability to benefit* when they have not completed

high school. "Ability to benefit* students are not huge numbers in

postsecondary education - estimates I have seen are that about 2.51

of all students in postsecondary education do not have a high

ochool diploma or a G.E.D. I don't think it is surprising,

however, that these students are amongst the most risky borrowers

of student loans. In 1987 the Department of Education found that

VI of non-defaulting borrowers were admitted under this category,

while 9% of defaulters did not have a high school degree or GED.

For no other "high risk" factor Was the spread so great. (from 1987

National Postsecondary Student Aid Survey, U.S. Dept. of Ed.)

Even if that were not the case, however, it is ths wrong message

for us to send about the importance of completing high school, or

its equivalent, when we allow those who have not gone through that

effort to be eligible for postsecondary aid. And I do not believe,

Nr. Chairman, that in the 1990's, we do any favor for any student

when we encourage them, by giving them federal loans, to attend a

postsecondary institution without having achieved minimum high

school competencies in reading and writing and math.

Let me add that many, if not most, of the good proprietary schools
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already have a policy of not accepting students on the basis of

'ability to benefit.' In my district, we have a proprietary school

which prepares students for careers in cosmetology. That school

has required a high school diploma or G.E.D. for many years. The

same im true for the business career schools and others.

Obviously, ths problem of whether students are adequately "prepared

to benetit"--which I think is a better phrase than "ability to

benefit"--fros postsecondary education is a broader one than gust

focusing on those who ars admitted without a high school diploma.

Unfortunately, in too many cases a high school diploma is itself no

longer a good indicator or "proxy" for being "prepared to benefit'

from postsecondary education, whether it be a traditional college

or vocational-technical education. I hope that this Committee will

glove In the direction of demanding more from our secondary schools

and students. One of the ways to effect that would be to adopt the

President's proposal for a national assessment of studonts.

Until VII are ready to move in that direction, however, a high

school diploma is the beet, moat fair, proxy we have, and I think

it is time to make the higher Education Act reflect that.

Thank you/
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. R. 337
To amend the Higher Education Act of 1963 to require a high school diploma or

recognised equivalent as a prerequisite for Federal student fmancial assistance.

IN TIM HOUSE OF REPRESENTATIVES

JaisranT 3, 1991
Mr. HENRY intraduced the following hilt which was referred to the Committee on

Education and Labor

A BILL
To amend the Higher Education Act of 1965 to require a high

school diploma or recognized equivalent as a prerequisite for

Federal student financial assistance.

Be it enacted by the Senale and House of Representa-

2 lives of the United States of America in Congress assembled,

3 SECIION 1. FINDING&

4 The Congress finds that-

5 (1) completion of secondary school or its equiva-

6 lent is increasingly important to finding and maintain-

7 ing employment and participating fully in society;

8 (2) the Federal Government, and governments at

9 all levels, strongly encourage complefion of secondary

1 f;
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2

1 school, whether or not postsecondary education is pur-

2 sued; and

3 (3) Federal fmancial aid programs for postsecond-

4 my education should require the recipients to have

5 completed secondary school or its equivalent as a con-

6 dition to receiving financial assistance.

7 SEC. Z. AMENDMENTS.

8 (a) ELIMINATION OF ABILITY-TO-BENEFIT PROVI-

9 SION!) FROM STUDENT ELIGIBILITY REQUIBEMENTS.

10 Subsection (d) of section 484 of the Higher Education Act of

11 1965 (20 U.S.C. 1091(d)) is repealed.

12 (e) CONFORMING AMENDMENTS.

13 (1) Section 435 of such Act (20 USX. 1087) is

14 amended-

15 (A) in subsection (b)(1), by striking ", or who

16 are beyond the age of compulsory school attend-

17 &nee"; and

18 (B) in subsection (c), by stnling paragraph

19 (1) and inserting the following:

20 "(1) admits as regular students only persons

21 having secondary education, or the recognized equiva-

22 lent of such certificate;".

23 (2) Section 481 of such Act (20 U.S.C. 1088) is

24 amended-

BR 157 111
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3

1 (A) by striking the second sentence of sub-

2 section (b); and

3 (B) by striking the second sentence of sub-

4 section (c).

0

ORB 337 111
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1021) CONGRESS H. R. 90718T Swum

To amend the Nigher Education Act of 1985 to permit alternative methods for
qualifying "ability-to-benefit" students for Federal student fmancial aid.

IN THE HOUSE OF REPRESENTATWES

FRBROART 6, 1991

Mr. Mna..sa of California (for himself, Mr. MAnntain, Mrs. Ussoemi, Mr.
Segioto. Mr. DE Lvao. Mr. FUSTRII, Mr. Lions of Georgia, Mr. ED-
WARDS of California, Mr. BeitstAN, Mr. MATsm. Ms. PaLost, Mr. DORNAN
of California, Mr. DELLussa, Mr. CONDIT, Mr. LAOOMARSDIO, Mr. Far30,
Mr. Vswro, Mr. ROSTRATIBR, Mr. Towsrs, Mr. ItoniAL, Mr. BUSTA-
HANTS. MN. Boa-LaWnN1114, Mr. TORRNII, Mr. RICHARDSON, and Mr.

ORTIZ) introduced the following bill: which was referred to the Committee on
Education and Labor

A BILL
To amend the Higher Education Act of 1965 to permit alterna-

tive methods for qualifying "ability-to-benefit" students for

Federal student financial aid.

1 Be it enacted fry the Senate and House of Representa-

2 fives of the United States of America in Congress assembled,

3 SECHON 1. RESTGRATION OF GED AND COUNSELING OP-

4 TIONS FOR ABILITY-TO-BENEFIT STUDENTS-

5 Section 484(d) of the Higher Education Act of 1965 (20

6 U.S.C. 1061(d)) /Et amended to read u follows:

46-708 0 - 91 - 6
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1 "(d) ABILITY TO BRNEFIT.(1) A student who is ad-

2 mitted on the basis of the ability to benefit from the education

3 or training in order to remain eligible for any grant, loan, or

4 work assistance under this title shall-

5 "(A) receive the general education diploma prior

to the student's certification or graduation from the

program of study, or by the end of the first year of the

8 course of study, whichever is earlier;

9 "(IP be counseled prior to enrollment and, if nee-

essary, be enrolled in and successfully complete an in-

11 stitutionally prescribed program of remedial or develop-

12 mental education not to exceed one academic year or

13 its equivalent;

14 "(C) prior to enrollment, pass an independently

15 administered examination approved by the Secretary;

16 or

17 "(D) be determined by the institution as having

18 ability to benefit from the education or training in ac-

19 cordance with such process as the State (in which the

20 institution is located) or an agency of such State (other

21 than the institution itself) shall prescribe.

22 "(2) Notwithstanding any other provision of law, this

23 subsection shall not be interpreted either-

24 "(A) to require the determination of ability to ben-

25 efit from the instruction offered by an institution of any

WIN 907 In
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3

1 student who does not seek any grant, loan, or work as-

2 sistance under this title; or

3 "(B) to affect the admission of any such student.

4 "(3) Notwithstanding paragraph (1), a student enrolled

5 in either an elementary or a secondary school shall not be

6 eligible for any grant, loan, or work assistance under this

title.".

8 SEC 2. CONTINUATION OF TESTING REQUIREMENT FOR PRO.

9 PRIETARY INSTITUTION&

10 Section 481(b) of the Higher Education Act of 1965 (2-*

11 U.S.C. 1088(b)) is amended-

12 (1) in the second sentence, by striking "under sec-

13 tion 484(d)" and inserting "in accordance with sect...)n

14 484(dX1XC)"; and

15 (2) by striking the last sentence.

16 SEC. 3. DECOUPLING ABILITY-TO-BENEFIT FROM INSTITU-

TIONAL ELIGIBILITY.

18 Section 1201(a) of the Higher Education Act of 1965

19 (20 U.S.C. 1141(a)) is amended by striking out "and who

20 meets the requirements of section 484(d) of this Act".

21 SEC 4. ErnenvE DATE.

22 The amendments made by this Act shall apply with re-

23 spect to periods of enrollment beginning on or after Jan-

24 uary 1, 1991.

0
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1020 CONGRESS R.H R 5531RT SESSION

To repeal the testing requirements imposed on ability-to-benefit students by the
Omnibus Budget Reconciliation Act of 1990.

IN THE HOUSE OF REPRESENTATIVES

JANVARY 17, 1991

Mr. COLEMAN of Texas (for himself, Mr. BURTAMANTE, Mr. BRYANT, Mr. ERD-
REICH, Mr. ROYBAL, and Mr. TORBEN) introduced the following bill; which
was referred to the Committee on Education and Labor

A BILL
To repeal the testing requirements imposed on ability-to-benefit

students kr the Omnibus Budget Reconciliation Act of 1990.

1 Be it enacted by the Senate and House of Representa-

2 titles of the United States of America in Congress assembkd,

3 SECTION 1. REPEAL

4 Section 3005 of the Omnibus Budget Reconciliation Act

5 of 1990 is repealed.

6 sw. 2. EFFECT OF REPEAL

7 Sections 484(d) and 481(b) of the Higher Education Act

8 of 1965 (20 U.S.C. 1091(d), 1088(b)) shall, after the date of

9 enactment of this Act, be applied as if section 3005 of the

167
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2

1 Omnibus Budget Reconciliation Act of 1990 had not been

2 enacted.

0
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Mr. ANDREWS. Thank you very much, Mr. Henry.
One question I would have: Your proposal establishes a predicate

requirement for financial aid, or reestablishes one. And that's a
high school diploma or a GED.

Mr. HENRY. Or a GED certificate, of course, which is offered
through all the States. In fact, the GED for several years had de-
clined in usage. Last year, it took a mAjor, major surge. I think
something like 400,000 GED certificates were issued last year.
Except for two or three States, every single State has continuing
education, adult education requirements that offer GED equivalen-
cies and/or straight high school completion free of charge. A stu-
dent does not need Federal money to get a high school equivalency.
We ought to start there. Why should we say that Federal monies
ought to be directed towards higher education, postsecondary edu-
cation to someone that doesn't have a GED certificate. That is basi-
cally the thrust.

Mr. ANDREWS. You anticipated my question, which is: Is there
any evidence or are there any data out there, which talk about
whether the supply of available opportunities in the GED programs
is equivalent to the need? In other words, howputting it in Eng-
lishhow simple and how accessible is it for a person who wants to
get a GED to get one?

Mr. HENRY. It is extremely accessible. It is the most widely used
test of its type across the Nation. It is used extensively in Canada,
as well. It is almost universally available; although, obviously,
there are instances in which that exception has to be addressed. a'
course, we do have continuing and adult education funding that we
give to the States for this very purpose.

Mr. ANDREWS. IS it, to your knowledge, the exception or the rule
that GED programs are free of charge for people?

Mr. HENRY. It would be the rule by and large that GED pro-
grams are free of charge to people through public education. That
is correct.

Mr. ANDREWS. Are they generally accessible to people living in
rural areas?

Mr. HENRY. Yes, they are generally, although you will have ex-
ceptions.

Mr. ANDREWS. Thank you.
Mr. Reed, do you have any questions?
Mr. REED. Yes.
Mr. Henry, is the contemplated effect of your proposal to require

that everyone have a GED ,r high school diploma in order to qual-
ify?

Mr. HENRY. That is correct. And given the fact, Mr. Reed, that
one of the problems you have is that we will never be able, obvious-
ly, to meet all the needs or all the things that we would like to do
in terms of making Federal funds available for if %lents who are
desirous of postsecondary educational opportunity.

Why ought we not, then, to encourage the system in terms of the
message we send for the completion of a high school diploma or at
least of getting the GED certificate as a criteria for that assistance.
Why would we fund someone who has not taken that initiative at
the expense of someone who has subjected himself or herself to
that discipline and has demonstrated that academic discipline.
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There is an interesting study that just came through on the use
of the GED and its increase and an interesting quote that was at-
tached to it. It cites how highly private industry looks at those
who, in fact, do take the GED, because the final exam is like a 6
hour package of exams and it says so much about the student who
will work toward taking that exam.

Now one of the concerns which you will hear about later and the
other approach to this is: What aWut the person, whobecause of
an English language deficiency, for examplecan't get through
that GED. That does raise an interesting question. The 1Department
of Education has established 14 tests. The National Accrediting
Commission of Cosmetology, Arts and Sciences just commissioned
in independent study to look at what exams might be utilized credi-
bly in terms of getting disciplines, in terms of getting the proper
ability to benefit test out there.

Now the independent consultant looked at the English as a
Second Language test. Here is what their independent consultant
said about this test. It is designed to help assess whether a high
school student is ready for English language instruction. As such,
it makes an excellent supplement to assessing the ability of non-
native speakers enrolling in programs where the language of in-
struction ib English.

The publisher recommends a minimum score of 50 before stu-
dents are main-streamed. Under no circumstances should this test
be used as the sole criteria for ability to benefit admissions. The
required English level is comparable to that of a native speaker in
the fourth or fifth grade. This is to measure a student's ability to
benefit by English instruction. This happens to be one of the tests
that the Department of Education has just approved for the ability
to benefit provisions.

Now I think you really have a fundamental question here. I am
concerned about the student who has English language deficien-
cies. I mean obviously that is a problem, particularly as we look at
changing demographics in America. But does it make sense to use
Federal dollars to give postsecondary educational opportunity to
someone that has got a fourth or fifth grade level of English profi-
ciency going into the classroom. It is fundamental dilemma.

Mr. EEEI. If I could just follow up with one question, which
echoes, I think the line of questioning from Mr. Andrews?

That is: It would seem to me that if we follow this approach, not
only would we have to insure that the GED is free, but that there
are actually structures in the States so people could access it. We
know that high school education is essentially mandatory, but
GEDs and secondary education are not.

In your development of your proposal, have you considered the
effects at the State level in terms of are States prepared now to
basically have as a gateway a high school diploma or GED in order
to jet Federal assistanag

Mr. HENRY. Well, we do have in separate legislation, adult educa-
tion grants that are given directly to the Slates. I was on the
Michigan State Board of Education for 4 years. Of course, this is a
primary targetto raise high school completion across in the work-
force. The data is very encouraging in terms of the renewed inter-
est of this in the workforce for the very obvious reasons that the
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skills are demanded in the workplace are going up. We ought to
recognize that, it seems to me, and not diminish that. This has a
very profound role in terms of, first of all, encouraging our school
districts to be doing this. And secondly, not discouraging students
or diminishing the importance of getting that high school diploma.
What concerns me is that the present process not only has created
the rmancial abuses on it, but is a disincentive, in some respects, to
complete that basic education that we want our kids to have.

Mr. REED. Just one final point. Not only is there a category of
students who might have language difficulties, but there is a cate-
gory of students who simplyeither because they don't enjoy aca-
demics or they have some other problems that, in fact, would be
benefitted by technical training, hands-on training which is afford-
ed in some of these institutions. Yet, this proposal might be an in-
surmountable obstacle to them going in and doing the truck-driver
training or the things that don't require some of the skills you
need for a GED, but might provide them with an adequate living.

Mr. HENRY. I am sure, though, you understand how quickly the
workplace is changing. I mean every time I am in a factory or even
in a proprietary school, I am just amazed at the upgrading of skills.
There would be very, very few professions, even in the trades,
where you wouldn't be looking for high school equivalencies. The
added caveat I would place on that is in terms of a national policy
where you have to pick between candidate A and candidate B. And
there is only X number of dollars in the pot. Should we penalize
candidate A because he took the disciplines of finishing high school
in order to help candidate B who didn't. After all, it is called post-
secondary education.

Mr. REED. Thank you, Mr. Henry.
Thank you, Mr. Chairman.
Mr. ANDREWS. Mr. Henry, just one other follow-up. There has

been recent evidence about the Ohio experience, where the State of
Ohio is offering free GED testing and preparation. They have had a
40 percent increase in the number of people taking and passing the
test.

How would you react to a proposal to add to your idea, an idea
that would require the States to provide free access to the GED
test?

Mr. HENRY. If they had a system in doing so, I would be very,
very interested in doing that. It also fits in very nicely with some
of our national literacy programs.

Mr. ANDREWS. I guess the other final question I have: What
about the personI think Mr. Reed was getting towhat about the
person who, for reasons of cognitive deficiencies or other kind of
learning problemsjust has a very hard time passing the GED,
just can't do it? What do we offer that person?

Mr. HENRY. Well, you can address that by way of exception,
rather than addressing it by rule which is presently practiced,
which has opened the gateways to where you have tremendous
abuses in the program. I think we recognize that this is where we
have had abuses of some notoriety. What I am trying to do is get a
very clean standard that addresses that problem.

Mr. ANDREWS. Thank you very much.

1.71
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Mr. Hayes or Mr. Sawyer, if youwe are about done with our
witness, but if you would like to?

Mr. HAYES. I have no questions or comments, Mr. Chairman.
Mr. ANDREWS. Thank you very much.
Mr. HEN-ay. Thank you, Mr. Chairman. Could I have one more

point? I should have made it at the beginning. I come very proudly
from the district in Grand Rapids, Michigan, which had the first
and most comprehensive adult basic education program in the
United States. I remember when we were kids, we read those
James Thurber stories about the adult education programs for im-
migrants streaming through New York. I just want you to know
that my home district had the first program in the United States
through its school district.

Mr. ANDREWS. Very good.
Mr. HENRY. Thank you.
Mr. ANnams. Thank you very much.
We are very privileged to have on our next panel, Dr. Dennis

Brown, who is Division Chair of Communications for the El Paso
Community College in El Paso, Texas. He is going to be introduced
to us by his representative, Congressman Ron Coleman.

We also have Dr. David Mertes, the Chancellor of the California
Ccimmunity College from Sacramento, California.

Dr. Mertes, did I pronounce your name correctly?
Mr. MERTES. That is correct.
Mr. ANDREWS. Thank you.
Congressman Coleman?

STATEMENT OF HON. RONALD D. COLEMAN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF TEXAS

Mr. RONALD COLEMAN. Thank you, Mr. Chairman.
Let me say at the outset that I couldn't disagree more with the

gentleman who just preceded me, Congressman Henry's view of
testing. I think it works as a bar to people to prevent them from
getting an education. I think that is exactly the opposite of what
we should be doing.

I happen to agree with Peter Drucker, as he wrote in his recent
book entitled, "The New Realities," when he said the educational
system that we need must be an open system. It must not make
into an impenetrable barrier the line between the highly-schooled
and "the other half." I do subscribe to that. I believe that able and
achieving people need to have access to education, and through it,
to upward mobility whatever their origin, wealth or previous
schooling. I agree with Peter Drucker's remarks and statements in
the "New Realities."

After conversations with students and administrators at the El
Paso Community College and the El Paso trade schools that were
affected by OBRA-90, I decided to introduce H.R. 553 as a remedy.
It would, as you know, repeal those requirements.

I would also, of course, like to thank Chairman Ford and this
subcommittee and the full Education and Labor Committee for
passing earlier in the year legislation called the Higher Education
Technical Amendments Act, H.R. 1285, which did recognize the
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problems with ATB testing requirements in OBRA-90, and it cor-
rected them through that legislation.

I have received a good deal of information suggesting many flaws
in the ability to benefit testing requirements, particularly the
Spanish test approved by the Department of Education. It makes
one wonder from time to time if anyone over there speaks Spanish.

I would like to introduce Dr. Brown, the Division C'hair for Com-
munications at the El Paso Community College. I would tell you,
first of all, it is a multi-campus school of 17,000 plus students,
whose student population is 82 percent minority, and primarily
Hispanic. He is a respected educator who has over 17 years of
higher education experience at the college, as well as at Arizona
State University. He received his Ph.D. from New Mexico State
University in Educational Administration and Organizational Com-
munication.

More importantly about Dr. Brown, though, is that he is deeply
concerned about the well-being of our Nation's students.

Thank you, Mr. Chairman.
Mr. ANDREWS. Thank you very much, Mr. Coleman.
Welcome, Dr. Brown.

STATEMENT OF DENNIS BROWN, DIVISION CHAIR, COMMUNICA-
TIONS. EL PASO COMMUNITY COLLEGE. EL PASO, TEXAS
Mr. BROWN. Thank you very much.
Chairman Andrews, members of the House Subcommittee on

Postsecondary Education and Representative Ron Coleman, I want
to begin by thanking you for allowing me to be here today and
share with you some testimony regarding the ability to benefit leg-
islation. I would ask that my entire written statement be included
in the record.

Mr. ANDREWS. Without objection.
Mr. BROWN. Thank you.
As an administrator from a community college, which has a mi-

nority population of over 82 percent, most of those being Hispanic
students, I come today to share some grave concerns with you
about the legislation, concerns that are also shared by a number of
institutions similar to ours.

Two of the greatest barriers that students, particularly minority
students face when they enter higher educational institutions are
language proficiency and socioeconomic status. Though institutions
of higher education, in general, are experiencing a great influx in
minority students, it is the community colleges of the Nation which
are serving the largest number of the minority population.

The issue we are addressing here today is a Catch-22. The Catch
22 is this: The native English speaking student needs language
training in order to be successive in higher education courses of
study. On the other hand, the ability to benefit legislation is going
to prohibit a number of students well deserving, qualified students
from participating in this higher education.

Data analyzed for the spring 1990 semester at El Paw Communi-
ty lege revealed that from the graduating class that May, 10
percent of those students were former English as a Second Lan-
guage students. Another revealing statistic: 70 percent of the stu-
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dents who pursue coursework in occupational or transferred
courses of study passed those courses and received college credit.
The ESL students not only do as well as the native speakers, but in
fact, many of them do even better than the native English speak-
ers.

The recent legislation requiring testing to determine ability to
benefit will most certainly impede access and success to these mi-
nority students and higher education. The discriminatory nature of
this legislation lies in the requirement that students must pass a
multiple choice test as a prerequisite to enrollment and also the re-
ceipt of Title IV funds and fmancial aid support.

Minority students typically do not do as well on standardized
tests as the majority of the population. The use of a single meas-
urein this case, a paper-pencil test, to determine enrollment in
higher education courses, has not even been validated. In fact, the
National Center for Open and Fair Testing reported that the Edu-
cational Testing Service, the College Board and other testing com-
panies do not even recommend that their test be used to determine
if the student is ready for enrollment in higher educational institu-
tions.

During the colloquy between Representatives Ford and Miller,
Representative Ford indicated thatand I quote"Passing scores
should be based on validity, reliability and predictiveness of the ex-
amination for students with similar characteristics." lf, in fact, the
predictability of the tests to determine ability to benefit could be
validated, we would have less concern with thiv requirement in the
legislation. However, it is highly unlikely that any reputable test-
ing company would make such a claim. Certainly, none has done so
to date.

Additionally, it is unlikely that any testing company or research
agency has compiled sufficient data to link their test results, their
test scores to the ability to benefit from a postsecondary education.
Moreover, multiple choice tests have several problems, two in par-
ticular. The cut-off scores are arbitrary by nature. Secondly, the
culturally bound nature of tests makes cut-off scores totally unfair.
The short-sightedness of this legislation is evidence for an insignifi-
cant savings now in dollars most certainly will be far outweighed
later in overwhelming welfare expenditures for these students
later.

The community college is a uniquely American concept. For
years, it has provided instruction to these students and has experi-
enced a high rate of success throughout the Nation. The account-
ability for serving these students lies with local governing boards,
State agencies and regional accrediting associations. On behalf of
these students, I am appealing to this committee to take a proac-
tive role in changing this legislation. Without change, not only will
minority student enrollments be set back over 30 years, but also,
effectively, we are barring these students from higher education.

In January of 1991, the American Council on Education recorded
in their Rth Annual Report on Minorities in Higher Education that
Hispanics are, "grossly under-represented at every rung of the edu-
cation ladder." The ability to benefit legislation will surely in-
crease this under-representation.
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Included in this written testimony are four case histories. Two of
these case histories are success stories of English as a Second Lan-
guage students at El Paso Coimounity College. Caught in the tran-
sition between two languages these students could have fallen
victim to the ability to benefit testing. Fortunately, they were al-
lowed to enroll. They were assessed. They were counseled, and they
were advised. And they succeeded.

The other two case histories reflect adults who aspired to attend
El Faso CA-immunity College and in all likelihood, would have seen
the same succem as Maria del Consuelo, Martinez and Jose Armen-
dariz. Unfortunately, they did not meet the arbitrary testing re-
quirements of the Department of Education this past January and
were prohibited from enrolling in the college. They had limited
educational background and little or no English proficiency, but
they had the potential to succeed in postsecondary education.

What is the solution? We would ask this committee to reinstate
the previous regulations which allow community colleges to assess,
council, advise and prescriptively remediate ability to benefit stu-
dents. Current Title IV financial aid guidelines allow 30 credit
hours of remediation for English speaking students and a reasona-
ble time for the non-native speaker to pursue English language
proficiency. We are well aware that not every student can and
should be served in this manner. However, when deemed ready by
a community college, college or university for pursuit of higher
education, they should be granted this access.

Congressman Coleman's bill, H.R. 553 would allow community
colleges to use their professional judgment in assessing student po-
tential by returning to the previous ability to benefit regulations.

In closing, El Paso Community College would like to commend
the efforts of Congress and the Department of Education in reduc-
ing student loan default rates and other Title IV abuses. Increasing
the level of education of low income minority students must in-
clude the broader picture of getting the student into college so that
they can be successful, they can be productive tax-paying citizens.

Lyndon Baines Johnson, author of Chapter 1 reforms, once said,
"Education was the great equalizer of a free people."

Mandatory testing is an arbitrary and capricious means, if not
un-American, of barring people with greatest need or access to this
great equalizer.

I would like to thank the committee for allowing me to present
the testimony today. I would also like to ask that the testimony
from the National Center for Fair and Open Testing also be includ-
ed in the record.

Mr. Chairman, this concludes my testimony this morning.
Mr. ANDREWS. Dr. Brown, thank you. Without objection, your re-

quest will be consented to.
[The prepared statements of Dennis Brown and the National

Center for Fair and Open Testing followl
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Chairman Ford, Members of the House Subcommittee on

Postsecondary Education, Representative Ron Coleman, let me begin

by thanking each of you fox the opportunity to address this

Committee today. I would ask that my entire written statement

appear in the record. As an administrator from a community college

whose student population is 82% minority, primarily Hispanic, I am

here today to share with you the grave concerns El Paso Community

College and institutions like ours have regarding the recent

legislation on Ability to Benefit.

Two of the greatest barriers to the success of minority

students in higher education are socio-economic status and language

proficiency. Though institutions of higher education in general

are experiencing a great influx of minority students, community

colleges, with their open door policies and at-risk student focus,

serve by far the largest numbers of minority students.

The issue we ars addressing today, Ability to Benefit, is a

Catch 22. The Catch 22 is that the non-native English speaker

needs language training to enable him/her to successfully pursue a

college course of study; however, the ability to benefit

legislation will bar these students fres obtaining federal

financial support. The consegUenca of this is that low income

minority students will effectively be denied access to higher

education.

In the twenty years that El Paso Community College has been

educating minority adults who lack English proficiency, thousands

of students have entered the institution in search of a brighter

future through the pursuit of marketable job skills and an
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education transferable to a university or college. In 1979 the

College aggressively researched, designed, and implemented u

comprehensive transitional program of second-language-development

that would take the student from his/her current English language

proficiency to an advanced stage of reading, writing, speaking, and

listening at the college level. As educators, and spacifically as

educators dealing with at-risk minority students, we know the

consequences that result when students without sufficient basic

skills to read the texts, write the papers and speak the vocabulary

enter college and pursue college level academic or vocational

programs of study. Regardless of whether the student's native

language is English, they will not achieve success unless they can

fully participate in each and every communication experience.

Our transitional English as a Second Language Program is

directed to this and, namely the successful completion of an

occupational or transfer program of study. A. a way for minority

students to achieve success, this program currently provides over

3,000 language diverse students with the critical tools needed to

compete with se English-speaking students in a demanding,

highly sophisticated, complex, and ever-changing educational

environment.

Data analyzed for Spring 1990 revealed that 10* of El Paso

Community College's graduates were former English as a Second

Lem:Nags (EsL) students. Another revealing statistic shows is that

over 70% of the ESL students enrolled in college-level occupational

and academic courses actually received credit for those courses.
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Independent departmental assessment of performance at the end of a

course Shove that ESL students as a group have a greater than 90%

pass rats in most levels. ESL students not only do as well as

native speaker., but in some instances do much better.

The recent federal legislation requiring testing to determine

ability to benefit will most certainly impede the success of

minority students. Briefly stated, this new legislation requires

students without a high school diploma or GED who are seeking Title

IV financial aid funds to pass a Department of Education approved

test prio: to enrollment in courses in postsecondary institutions.

If this legislation stands, many deserving minority students will

find the door to higher education closed.

The discriminatory nature of this legislation lies in the

requirement that students must pass a multiple-choice test as a

prerequisite to enrollment and Title IV support. Minority

students, who typically do not perform well on standardized tests,

will be excluded from postsecondary education in higher numbers

than the majority population. The use of a single measure, in this

case a paper-pencil test, to determine enrollment in higher

education courses has not been validated. In fact, the National

Center for Fair and Open Testing in Cambridge, Massachusetts

reported that most of the major testing companies, such as the

Educational Testing Service and the College Board, discourage the

use of a single measure, as in one test, to determine access to

nigher education. For ainority students this legislation closes

off a heretofore viable avenue, community colleges, for gaining job
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training and transfer education. At-risk minority students, who up

to this time have been effectively educated and trained by

community colleges, will find themselves without a place to acquire

this education end training. For most such students, the community

college is the only economically reasonable option.

During the colloquy between Representatives Ford and Miller,

Representative Ford indicated that "passing scores should be based

on validity, reliability, and prodictiveness of the examination for

students with similar characteristics." If, in, fact the

predictability of the tests to determine ability to benefit could

be validated, there might be less concern about using a test for

such a purpose. It is highly unlikely that any reputable testing

company would make such a claim. Certainly, none has refore.

Additionally, it is unlikely that any testing company or research

agency has compiled sufficient data to link a given test to

predicting ability to benefit. Compounding this is the desire to

match passing scores to student and program characteristics. Even

psychometrists would concur that this is a monumental, if not

insurmountable, task.

Moreover, multiple-choice tests have several problems. Two

critical concerns, noted by the National Center for Fair and Open

Testing, are these:

I. catzskil_eragee_ere_erkitrerxjay_eature. According to the

National Commission cs. Testing and Public Policy, a Ford

Foundation-funded blue-ribbon panel which recently

completed a three-year study on the impact of testing in

1 S u



174

schools and work places, cut scores exhibit the following

pitfall:

[they have] no scientific basis analogous to that
underlying 32 degrees Fahrenheit on the temperature
scale, and no physical basis analogous to a cutoff
score of 20/250 on the scale of visual acuity used
to define legal blindness. Other cut-scores used
in public policy such as speed limits, aAr
pollution standards, and tax brackets are also
arbitrary. However, they do not go into effect
without extensive public hearings, debate and
legislative action.

2. The culturallv-bound nature of tests makes,cut-off scores

unulx. Differences in group performance on tests are

the result both of an inequitable educational system and

of the culture bound nature of such tests, which, the

National Commission says, °almost always reflect the

dominant or 'national' culture iL both form:and content."

As an indication of the unfairness of such tests,

majority and minority candidates in fact demonstrate

relatively small differences on actual performance, and

females actually outperform males in college. Test

coaching, which many studies have shown to be effective,

adds an income-related bias to multiple-choice tests;

those who can afford it can, in effect, "buys an

advantage.

Those of us who work with these students see their faces, see

their hopes and aspirations, know that we are not talking about

dollars and cents, but about real people-people who need and

deserve a chance. The shortsightedness of this legislation is

1 S
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evident, for an insignificant sieving. now will be far outweighed by

overwhelming welfare expenditures later. Teeting for enrollment

and financial aid is a poorly-veiled attempt to discriminate

against, to exclude, and to prevent a group of Americans from

*proving their level of education.

In 1986 this nation opened its doors to large numbers of

Mexican immigrants through the Amnesty Program. The nation now

appears to have reneged on the promises made to those it granted

amnesty with implesentation of the Ability to Benefit legislation.

The education agenda for the 21st century must be to educate and

train these new members of our proud nation of immigrants.

However, restricting access to higher education simply on the basis

of a single test score is extremely narrow-minded and invalid. It

is particularly Un-American to those students whose colleges have

assessed them as having the potential to successfully pursue a

college education. The community college, a uniquely American

concept, for years has provided instruction to these students and

experienced a high rate of success. The accountability of

performance is assured through local governing boards, state

agencies ant regional accrediting associations.

On behalf of these students, I am appealing to this Committee

to take a proactive role in changing this legislation. Without

changes, not only will minority student enrollment in higher

education be set back 30 years, but minority students will be

effectively barred. In January 1991, the American Council on

Education reported in the Ninta_amiliaLispgrt_saLitingratimAn
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sigber Education that Hispanics ars "grossly underrepresented at

every rung of th education ladder." In fact, the report revealed

that high school graduation rates for Hispanics have decreased from

62.8% in 1985 to 56% in 1989. If this is a trend, than ever

greater numbers of Hispanic students will be required to pass a

test just to gain access to higher education. Black Americans are

reported to have only slightly better high school completion rates.

Even more discouraging is that only 16.1% of Hispanics 18 to 24

years old were enrolled in college. The Ability to Benefit

legislation will surely reduce this number further.

The recently passed Technical Amendment (H.R. 1205) corrected

some of the critical problems with the legislation: determining

institutional eligibility for Title IV funds, testing only

financial aid recipients without a high school diploma or GED, and

delaying the effective date of Ability to Benefit legislation.

However, two of the fundamental concerns with the Ability to

Benefit legislation must still be addressed. These concerns are

the use of testing as the single measure of preparedness to pursue

a postsecondary education and the discriminatory nature of the law

which now imposes testing on those students with the lowest incomes

(demographics will show that minority populations will maks up a

significant portion of those tested). This double standard, "if

you have money you have access, and if you do not, you are denied

access," is unacceptable.

During the presentation of the Higher Education Technical

Amendment of 1991 to the House of Representatives, the Honorable

153'
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William Ford thanked both Representatives Coleman and Miller for

highlighting "the problems with respect to educational

opportunities for ability to benefit students created by last

year's reconciliation bill." Representative Ford further stated

that the ideas contained in these two bills "certainly have our

attention and merit very serious consideration as a part of our

Ligher education authorization." We thank Representatives Ford,

Coleman, and Miller, and the Subcommittee on Postsecondary

Education for creating this forum for open debate.

Included in this written testimony are four case histories

(Exhibits A through D). Two of the case histories (Exhibits A and

8 describe the perseverance, commiteent, and sacrifice of two El

Paso Community College graduates who have shown that limited

Enr.lish proficient minority students, given the opportunity and

financial support, can succeed. Caught in the transition between

two languages, these students could have fallen victim to the

ability to benefit testing. Fortunately, they were allowed to

enroll on the basis of assessment, counseling, and advising.

The other two case histories (Exhibits C and D) reflect adults

who aspired to attend El Paso Community College, and in all

likelihood would have seen similar success as Maria del Consuelo

Martinez and Jose Armendariz. Unfortunately, they did not meet the

arbitrary testing requirements of the Department of Education.

They too were caught in the dilemma of having a limited educational

background and little or no English proficiency. Lnder these

circumstances, it is difficult to expect students to perform at the

1 s
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level specified by the Department of Education. Compounding this

situation are the pressure and anxiety associated with the

student's knowing that if he/she does not pass the test, his/her

dreams of a higher education have come to a screeching halt.

This situation is particularly unnerving for high school

dropouts who look to the community college as their second chance.

An editorial appearing in the February 4, 1991 edition of Comm=

0112211bUdgobserved that the community college is the cornerstone

of a rescue network for at-risk students.

An even greater loss (from Ability to Benefit testing) would
be the largely unrecognized rescue network which has evolved
over the last 20 years to recapture those adults who Atoll
out° of tho traditional schooling system before receiving a
secondary diplosa. At the very heart of this network has been
the comsunity college, fed by vocational rehabilitation
offices, prieons, state seployment development offices, and
various community organizations. Each of theme agencies and
institutions, while serving radically different clienteles,
has been able to utilize community college educational
programs to recapture uncredentialed adults and equip them
with the skills and training prerequisite to °information age*
employment. In many ports of the nation, the need for this
nontraditional network is greater than generally realized.
Attainment of a secondary diploma is far from universal. In
some large metropolitan regions, fully a third of all adults
lack a high school diploua. Minority attrition rates (recant
data indicate that 65* percent of Detroit's black males drop
out of high school) suggest that little improvement in the
situation can be expected in the neer future.

What is the solution? W would ask the Committee to reinstate

the previous regulations which allowed community colleges to assess

(criterion-referenced and/or diagnostic measures) , counsel, advise,

and prescriptively remediate students. Ability to benefit is best

measured by examining a variety of factors, including previous

education, assessment results, motivation, and life experiences.

It is the job of the experts, in this case the educators, to match

1S5 r e.
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each student to skill level and ability. Current Title IV

financial aid guidelines allow 30 credit hours of remsdiation for

English speaking students and a reasonable time for non-native

speakers to learn English. We are well aware that not every student

can or should to served through these two options; however, those

deemed ready by college should be granted access.

Congressman Coleman's bill (H.R. 553) would allow community

colleges to use their professional judgment in assessing student

potential by returning to the previous Ability to Benefit

regulations. El Paso Community College which serves an 824 low

income minority adult population along with our sister colleges

serving a similar population wish to express our appreciation to

the Honorable Ron Coleman for his efforts in providing equal access

to higher education for all American citizens.

By contrast, Chester E. Finn, Jr., former Assistant Secretary

of Education, recently wrote in a New York Times editorial (May 18,

1991) that °tough tests will aid minority students.° I take

exception to his statement. Mr. Finn contends that high school

students have no incentive °for buckling down to learn." His

solution is to impose new national tests and make college admission

requirements tougher. Mr. Finn concludes that this will result in

"young Americans who are schooled to world standards as proved by

test results." Than and only then, he suggests, will students take

learning seriously. We are to believe that this 'buckling down,

behavior will coincidentally reduce the soaring dropout rate of

minorities. This tough test sentality will do little more than

iS6
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increase testing company revenues and cause many students who do

not test wall to give up.

I am afraid, however, that what will result is in fact the

evolution of an elitist educational system. In all likelihood,

more, rather than fewer, students will be departing from high

school without a diploma. No one objects to world-clasc standards

or intellectual competitiveness. The fallacy of Mr. Finn's

reasoning lies in the assumption that higher standards will also

translate into better schools, better methodologies, better

materials, tatter teachers, and better social programs to deal with

the myriad of problems faced daily by low-income minority

populations. Achieving these ends require additional funding, but

in recent years new dollars have not been easy to come by.

As any community college educator can tell you, at-risk higher

education students do not come to college with a lack of desire or

motivation. In fact, it is this desire and motivation that drives

them to successfully complete their studies.

Using a national test, probably multiple-choice, to determine

college admission for all students is a step backward. Let us

instead look at ways to improve our instructional delivery systems

in K-12, and give the teacher the tools, time and environnent

necessary to produce Mr. Finn's world class results. All toe

often, we forget that when we compare the performance of our

students to those of students in other countries, we are, in fact,

comparing the performance of ell of our students, not a select few.

Very rev countries provide, by law, the same kind of access the
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United States is famous for and rightfully proud of.

There is no question that our educational system needs help.

It needs help to educate all of our students. However, I would

strongly caution against universal testing as a solution to all of

the systes's ills.

El Paso Community College commends the efforts of Congress end

the Department of Education to reduce the student loan default

rates and other Title IV abuses. Increasing the level of education

of low income minority students must include the broader picture of

getting the student into college so the success rate can rise.

Lyndon Baines Johnson, the author of Chapter 1 reforms in public

schools, once said that "Education was the great equalizer of a

free people." Mandatory testing is an arbitrary and capricious

means, if not Un-American, of barring people with greatest need

from access to this great equalizer. I would like to thank the

Committee for allowing me to present this testimony today. Mr.

Chairman, this concludes my testimony this morning.
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Exhibit A

Joss Armenderir

13

A man who grew up in a Mexican village
with no schools was a finalist in the
Teacher of the Year event sponsored by
the Council of Chief State School
Officers, which annually honors one of
the nation's top teachers. Jose
Armendaria, a teacher at Chaparral
Elessntary School. Gadsden, and a member

,
of NEA-Now Mexico, was on* of four
finalists for Lie honor. NEA Advocate,
Vol. 14 No. 5 February, 1986.

Jose Armendariz traveled a long and often
v.1 winding road laading to this national

recognition. As a graduate of El Paso
Community College and a former student in the

English as a Second Language Program, Mr. Armendariz has indeed
come a long way from the small mountain farming community of El
Porvenir de Campeaino, Chihuahua, Mexico.

Mr. Armendariz cams to the United States as a migrant worker
in 1962. Re also held jobs as a truck driver for a furniture store
in El Paso and worked as an auto mechanic in California. N. began
to study English and when be married he began attending classes at
El Paso Community College. °I've always wanted to help other
people learn,' he says by way of explaining that he became a tutor
at ths college. H. received an associate degree in applied
sciences (refrigeration/air conditioning) and a second associate
degree in education. H eubseguently attended New Mexico State
University in Las Cruces where he received his Bachelor of Science
in Education with a specialty in Spanish in 1978. Recently he
received a Plaster's degree from the University of Twxas at El Paso.

Nis teaching career began me a bilingual specialist in
Gadsden, New Mexico working with rigrant children. A teacher for
twelve years, Jose Armendarie is saving up for lost time. He not
only teaches elementary school students at Chaparral, but in the
evening he teaches English as a Second Language to adults at El
Paso Community College. His efforts in the teaching arena brought
him honors as the New Mexico Adult Educator of the Year in 1984 and
New Mexico Teacher of the Year in 1995.

Once in the United States, I foresaw the many opportunities
provided for education in this country. I began to work and study
during whatever spare time I had. Night classes have been part of
my daily schedule since then. All my efforts have been rewarded
with satisfaction.

The federal financial aid came in handy to begin my formal
higher education. My wife and children provided familial support,
which kept me going. We raised six children and kept up with our
education.
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Exhibit B

eerie del Consuelo Martinez

Maria del Consuelo (Chelo)
Martinez started attending El Paso
Community College in January 1988.
After taking the necessary
placseent tests, she was placed in
the third level of ESL. She was

)1!"
very successful and achieved high
scores during this semester and as

f ...Ilk a result of this, Alice Wise, ESL
V. Instructor, recoamended that she

.s.-d start taking career courses and
that she might be interested in
taking a computer course.

Chslo started in the first course in the Information
Processing major with Summer Session I, 1988. She became
interested in studying computers and continued in the Information
Processing Discipline until she completed a Certificate program in
Spring, 1990 and an Associate of Applied Science Degree in
Information Processing in Fall, 1990. She is presently pursuing a
second associates degree in Office Administration and a second
certificate in Accounting in which she only lacks two courses and
four courses respectively.

None of these accospliehments were easy for Chelo to achieve.
She started her studies with many concerns which tested her
determination every step of the way. She first had to master the
English language, re-enter the educational arena after a long
absence, and meet personal challenges which at tines could have
prevented her from meeting her educational goals. Soon after
enrolling at El Paso Community College, she underwent a divorce,
incurred drastic financial burdens, and had to raise her three
children on her own. At times personal problems became so
overwhelming that Chelo was very close to quitting her studies.
She states that only the drive and motivation she was receiving
from her instructors along with her own desire to complete her
program of study, kept her going.

She also indicates that not only was her life changed due to
this experience, but so were the lives of her three children. Her
two sons, aged 14 and 12, and her daughter, age 9, have been able
to see their mother's added confidence and determination and to set
similar goals. This is yet more proof that we in education touch
not only the PRESENT but also the FUTVRE. Through Maria del
Consuelo Martinez' experience at El Paso Community College, a total
of four lives were altered and four sets of dreams and aspirations
were enhanced.

1"gJ
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Exhibit C

Javier Zaragoza
(translated in his own words)

My name is Javier Zer&gose. I am 23 years old. I live with
my parents. We have lived in El Paso for three years. It has been
very difficult finding employment for me, ay mother and my brother
because we do not know English and have limited job skills. Thus,
we decided we would come to 31 Paso Community College to learn
English and get employment skills.

When we started our admissions process, ve were instructed to
take the Ability to Benefit exam in order to get financial aid
because ye did not have a GED or high school diploma. When we
loomed ws had not passed the test, we were very disappointed and
did not know what to do. We were given an appointment to an
Intervention Orientation. There the student assistant spoke to
each of us alone and we were given a referral to ALPHA, another
progTam within the College. My mother and I made our appointment
with the ALPHA representative and now we are awaiting Private
Industry Council sponsorship to enter ALPHA.

Meantime, we continue to search for work. My brother was
fortunate because his employer paid his tuition to enter this
summer. Once again, because of this law we did not come to school.
It was very disappointing and frustrating to us because we had
looked forward to entering El Paso Community College.

191
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PEUEDA INSTRUMENTAL C

Javier Zaragoza
(con sus proprias pelabras)

Mi ncebre ee Javier Zaragoza. Tong* 23 Amp de edad. Vivo
con sic padres. Hems vivid* an El Pea* "urante 3 aios. Ha sido
muy diffcil encontrar ample* pars 'I, mi padre y mi Merman° porque
no sabemos inglis y tenemoeftestrazas de trabajo limitadas. Vor lo
tanto, dacidimos que vendriamoa a El Paso Community College para
aprander ingiis y adquirir destrszas de trabajo.

Cuando iniciamos al proceso de admisiOn, recibimos
instrucciones de tomar el examen de Habilidad para Eenaficiarse
para poder recibir ayuda financiera, proque no teniamos GED ni
diploma de preparatoraa. Cuando aupimos gu no habiamos pasado el
examen, nos desilusionas-Amuchoy no slpiamos qui hacer. Entoqcss
nos dieron una cita para una Drientacion de Intervencion. Ahi el
asistente de estudiantes hablda colas con cads uno de nosotros y
se nos dio una referancio pars acudir a ALPHA, otro programa dentro
dal Colagio. Hi madre y yo hicimos una cita con el representante
de ALPHA y ahora estaaos esperando el patrocinio del Privatil
Industry Council pare entrar a ALPHA. Mientras tanto, seguimo,
buscando trabajo. Mi hersano rue afortunado porque su rmetron paw:
su colegiatura para que entrara este vsrano. Una viz ma, debido
a eats lay, no venimos a la scuela. _Fue muy decepcionante y
fruxtrante pars nosotros porque nos habiamos hecho la ilusion de
ntrar a El Paso community College.

1 2
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Exhibit D

Sonia Contreras
(translated in her own words)

soy name is Sonia Contreras. I am 33 years old. I am married
and have three children, ages 12, 11, and 7. Once my son entered
kindergarten, I decided I would go to school. I have been
attend ing the Ysleta Independent School District Adult Learning
Canter for the past nine months. I decided I wanted to come to
RPCC. I started my admissions process. I was given instructions
to take the Ability to benefit exam in order to receive financial
aid for school. I did not peas the leading port of the exam. I
had completed nine years in Mexico and have been in the United
States 23 years. I flt very nervous at the time of the exam.

When I met with the student assistant at my Intervention
Orientation, she informed me I bed to wait two months to take the
exam *gain. I felt confident I could pass it and did not want to
wait but I was told I had to wait. I was so very disappointed
because I was looking forward to entering EPCC. I wanted to come
to EPCC to learn English and learn a job skill so I can seek
employment.

1
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PRUESAINSTRUMEMTAL D

Sonia Contraras
(con sus propias palabras)

Mi nombre es Sonia Contreras. Tango 33 ace do *dad. Estoycosada y tenqp3 niBms da 12, 11 y 7 &Roe., Cuando al hijo antrd akinder, decidi ir a la socusla. Ito habia astado asistiendo al
Centro dit Aprenditals para Adultos dal Distrito oscplarIndapendiente de Yslota durants los 9 meees anteriores, Decidi quitquarts venir a *MC. Inicii el proceso do admision. Rocibiinstruccionea de tomar el examen de Eabilidad pars Seneficiarse
pare Feder recibir ayuda financier& pare la scuola. No pasi laseccicfp de Loctura del examen fp habia terminado 9all0s en Mexicoy habia ostado an Estado* Dnidos 13 altos. N. sentia muy nerviosacuando tome al woman.

Cuando me zaunL con,la asistento de Istudiantfs durants miDrientacian de Intorvoncion, ells me inform° quo tenif quo esperar2 mese, pars tosar el nuevamente. fo me sentia sequca quelo podia pasar y no qufr a emperar, pero se.dijeron qq. tania queesperar. Me decepcione mucho porque yo tenia la ilusion do entraral EPCC. Quoria vanir al EPCC pare aprender inqlis y adquirir unadastrosa de trabajo para buscar un empleo.
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Fa irTest
National Center for Fair & Open Testing

Testimony to the Subcommittee on Postsecondary Education:

The National Center for Fair & Open Testing's remarks kir the record
on Ability to Benefit Testing

June 5, 1991

The National Center for Fair & Open Testing (FeirTest) is a nonprofit organization

devoted to stopping the oven= and misuse of multiple-choice testing end ensuring that tests

are fair. open and educationally-sound. As the leading testing reform organization in the

country, FaifTest urges Congress to pass legislation Mat would either repeal or substarnially

broaden Ability to Benefit testing requirements. Such provisions constitute an improper use

of tests even wanting to guidelines set forth by tesonakers. Furthermore. many tests have

been shown to be biased, inaccurate or irrelevant medictors of future behavior. such as

success in an academic or training program.

The six principles discussed below explain why Ability to Benefit testing is harmful.

They have been endorsed by the NAACP, National Center for La Raza, Mexican American

Legal Defense and Educational Fund, Puerto Ritan Legal Defense and Education Fund, and

Center for Women Policy Studies.

Both the bills under consideration today. H.R. 533, sponsored by Representative

Coleman. and H.R. 907, sponsored by Represer tative Miller, appear to meet the criteria laid

out in the Principles.

342 Broadway. Cambridge. Masa 02139 (617) 5644810 FAX (6771 4972224

11.11.1
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Principles for Polkymaken in dm Ability to Benefit debate

Standardized Tests in Federal Post-Secondary Education Policy

Muldpie-choice tests we Often salsa as simple, objective and inexpensive ways to solve
complex problems, such as high student loan default fates or the abuse of the federal student
loan systmn by some =scrupulous instill:dam Bin, like many seemingly "inisy" =wets,
arbitrarily imposing minimum test mom requirements "cut-off scores" in an moue to
damming a undent's "ability to benefit" from education or to awwd scholarships, aantes
more poblems than it solves. Such net use often denies able students opportunities and
could impose devastating and UndeNTved funding cum on institutions. And bemuse of
serious problems with multiple-choim tests, they cannot provide genuine accomehility to the
U.S. public. So, innend of being accountable to states, students, and teachers, schools
become "accountable" to a completely umeplated meting industry.

Principle I: Cut-off aeons on nuatiple-cboke taste should not be mandated

10400-eff mons we arbitrary by nature
Acceding to day National Commission on Testing and Public Policy, a Fed Fostelation-
funded blue-ribboo panel which meetly completed a duce-year study on the impact of testing
in schools and workplsces, cut seems have:

no scientific basis analogous to that underlying 32 degrus Fahrenheit on dm
tensperature scale, and wo physical basis analogous so a cutoff score 4201250
on the scale of visual acuity used to define legal blindness. Other cut-scorn
wed in public policy sack as speed limits, air pollution standards, and tax
brackets are also arbitrary. However, they do not go into effect without
extensive public hearings, debase and legislathe action.

-Fran Goatospirs 0 GI:00w Dowfaming ThstOts in America
Rom or the Nuicesal Oximuzzion on Testis; Ard Public Policy

.8170 inaccarney of tea wore: mans cat-qffmares unfair
An tests am imprecise and thus misciassify people. For example, the SAT, a college
admissions test taken by newly 1.5 million students each year, bee a margin of war of 68
points. That means a person's repormd score could easily differ from his or her "true" score
by 68 points due solely to the sest's imFecision. So. when a cut-off score is used, many
students whose "true° scans is above the minimum will, in fact, score below the cut-off
because of the test's inaccuracy. Since minorities, women and low-income test-taken on
average score nearer' to the cut Icons, these groups bear the brunt of test inaccuracy.

"The cabs:mite-bound nature af tests make cw-off :corn unfair
Differences in group performance on tests we the result both of an inequitable educational
system and of the culturally bound nature of such tests, which, the National Commissioo says,
"almost always reflect the dominant or 'national' culture in both form and content." The fact
thin majority and minority candidates demonstrate relatively small differences on actual
performance, and that females actually out-perform males in college, further illustrates the
unfairness of such tests. Test coaching, which many studies have shown works, adds an ince/me-
ets:ad bias to multiple-choke tests: those who can afford it can, in effect, "buy" an advantage.

f;
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Principle 2: Tests should never be used alone to make "high stakes" decisions about

individual students

No test is good enough to serve an the sole basis for important educational decisions.

Students should never be barred from enrolling in a post-secondary institution or =riving

financial aid solely because of a test score. Even test-makers discourage such use unless it is

property "validated," that is, shown as measure what it claims to measure with minimal
misclassification. If test-makers object to these misuses of tests, despite their interest in

promoting the use of their products, the government should certainly avoid mandating them.

Principle 3: Tbe girverainent should not create de-tocto admissions standards by

enacting test score minimums

Mhny public four-year and community colleges west specifically created to be accessible to

the very populations which face unfair discrimination from multiple-choice tests; low-income,

minmity and female students. By imposing arbinary testing sequin:mem the Fedend

govenunem inhibits the ability of these institutions to fulfill their own mission. Within
reasonable limits -- which should be determined by &coediting agencies states and

institutions should be able to set their own admissions requirements.

Principle 4; Muhipk-choice tests alone are Pot the best way to evaluate students and programs

Multiple-choice tests are a poor rudstick of a student's capacity to benefit from post-
secondary education. They do not measure the ability to write, use math or to make meaning

of a text when leading. Nor do these tests adequately measure thinking skills or assess what

people can do on real-worid tasks. Though such exams are often called "objective," the only

non.subjective element is that they ate scored by machine. Everything else decisions about

what items to include, what constitutes the "right" answer, and the wording and content of

items -- is determined by subjective human beings.

Principie 5: Federal policy-makers should utilize and encourage development of better

mass to evaluate students and programs

Multiple indicators should always be used to make high stakes decisions. These indicators

should be based on real poformance rather than test scores. For example, an assessment of

students' "ability to benefit" can be based on whether they are making satisfactory progress

towasd their degrees rather than on multiple-choice test scoms. Likewise, other form of
"assessment" should be educationally valuable and done over time, rather than one-shot. timed

events, in addition, assessment tools, structures and processes should be sensitive to cultural,

racial, class and gender differences. and should build on sniderns' background characteristics

and strengths while supporting growth toward real educational goals.

Principle 6; Where assessment or testing cannot be shown to be educationally helphil, it

should not be used

Government should recognize that mandated assessments can have powerful, sometimes

unintended, effects on cumculum and instruction. For example. a student who has completed

introductory English classes with high grades may be barred from enrolling in upper level

courses because she has scored below the cut-off on a multiple-choice exam. If there is any

risk of damage from assessment, it is better omitted.

197
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Mr. ANDREWS. Mr. Coleman, do you have anything to add or
comment on at this time?

Mr. RONALD COLEMAN. No. I would be happy to take any evi-
dences. I don't think there is any question.

When Congressman Henry testified a moment ago about sending
a message, he said that he was worried about the message we were
going to send to high school students, I suppose he meant that, in
other words, we are not necessarily going to encourage completion
of secondary education.

But I have to say that I am more concerned about the message
that we are sending when we deny students even the opportunity
to receive an education as the result of one test. It kind of reminds
me of what they used to do in England. They called it the "elevens-es." At 11 years old, you had to take an exam. That was your deter-
mination for the rest of your life. Pretty tough. It seems to me that
those are the kinds of things that this country would findthis
nation would find unacceptable.

I think that these testsI think, by the way, that Dr. Brown's
most recent insertion into the record of the statement from an or-
ganization of the National Center for Fair and Open Testing, one of
the highlights, without any question, has got to be the fact that oneof their statements says that many public 4 year and community
colleges were specifically created to be accessible to the very popu-
lations which face unfair discrimination from that kind of a test
low income, minority and female students are the ones who suffer
the most. They say further by imposing arbitrary requirements,
the Federal Government inhibits the ability of these institutions to
fulfill the very mission for which they were created. Within reason-able limits, States and institutions should be able to set their own
admission requirements. Are we so fearful? Are we so fearful of
education and educators and institutions that we have set up in
our communities and in our States and nationwide, that we are not
willing to trust their judgment? I mean there is a far better way of
seeking the obtaining back of funds that were made as parts of
Federal loans. I would suggest that this committee can take a big
step in that by passing my legislation. I thank the chairman.

Mr. ANDREWS. Thank you very much, Mr. Coleman.
We are next privileged to hear from Dr. David Mertes, who is

Chancellor of the California Community Colleges in Sacramento,
California.

Welcome.

STATEMENT OF DAVID MERTES, CHANCELLOR, CALIFORNIA
COMMUNITY COLLEGES, SACRAMENTO, CALIFORNIA

Mr. MERTES. Mr. Andrews, members of the committee, thank you
very much for permitting me to be here today. I have prepared tes-
timony that I would ask to be made a part of the record.

Mr. ANDREWS. Without objection, so ordered.
Mr. MERTES. I will make my comments very brief relative to that

testimony.
First of all, I would like to point out that I am here representing

107 community colleges in California. We currently enroll 1.5 bil-
lions students, a number that is projected to go to 2 million by the

19S
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turn of the century. At the present time, California enrolls approxi-
mately 25 percent of all community colleges and students national-
ly. So this is a very fundamental issue to us.

When the Department of &location put out its December 19th
notice implementing the Budget Reconciliation Act of last summer,
there were two immediate impacts on the students I represent.
First, with that notice to be effective January lst, it meant that we
would have to test within a matter of days 100,000 students. That
was absolutely impossible for us to do. Secondly, it raised a major
philosophical issue in that it was in conflictthat notice was in
conflict with a' lbng-standing philosophy in California that higher
education should-be open to every resident. We do that by having a
tripartheid public education systema university, a State universi-
ty and community colleges.

Community colleges, which I represent, are charged with the
function of preparing students for a transfer to the 4 year institu-
tions; and we are charged also to prepare students for entry-level
work in vocational education or technical education and to perform
a growing role of upgrade training for people already employed
who want to stay at state of the art. We also have a major program
in basic skills to prepare people who need additional work to satis-
factorily do all of the kinds of college work that is required.

In California, at the present time, 87 percent of all minority stu-
dents enrolled in higher education in the State are enrolled in com-
munity colleges. So we are the primary point of entry for people
from under-represented groups. I am specifically charged in Cali-
fornia by the legislature to reach out to populations who represent
those people from under-represented groups. I am charged to reach
out to high-risk students. That is a very specific charge. To bring
them into the community colleges and to work with them, move
them into the mainstream programs of transfer and vocational
education and ultimately to mainstream into the society and the
economy of the State.

The issue that is immediately before us is an issue of default
default on loans. I would subscribe to you, ladies and gentlemen,
that I have two approaches to lowering a default rate. One ap-
proach that could be used is for Congress to authorize me to only
give loans to those people who are not at riskpeople who can be
checked out and are likely to repay the loan. If I had that author-
ity, the default rate could immediately be lowered in California
and lowered substantially. There would be no problem with that at
all. At the present time, we give by Federal regulation loans to stu-
dents coming in as freshmen from backgrounds, whose parents
have probably never been in a bank, could not receive a Master-
charge or Visa charge if they asked for one. That is a population
that is very real in our colleges.

I do not ask for that kind of an approach. To us, financial aid is a
mechanism by which we reach out to at-risk students and attempt
to bring them into the mainstream of our economy and our society.
We have developed an approach that is different than that which
has been proposedthe approach that has been proposed is one of
giving a test. On the basis of that test and a single score, determine
whether the student should be allowed in.

MO
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Our approach is to admit the student, and then work with that
student through a whole series of assessment techniques to find the
classes in which the student will be successive and will be able to
be retained. We refer to this as the matriculation process which is
mandated in all 107 of our colleges. We do not oppose testing. We
simply believe that there are alternative models that are far supe-
rior to that which has been proposed.

The model that is in existence in my Statethere are seven key
steps to the model. The first is the process of admission, which is
primarily a process of collecting as much data as possible about the
student. Secondly, an orientation component where every student
is required to undergo orientation to college.

The third is assessment, assessment to determine which classes
the student can be successful at. It is not an open enrollment proc-
ess to every class in the curriculum. The student is assessed and
placed in classes where the student has a chance of being success-
ful.

The fourth component is the counseling and advisory programs
that go along with the admission, the orientation and the assess-
ment activity.

The fifth step is a follow-up process where the student is fol-
lowed, and intervention techniques are initiated if the student is
having problems. There is a research and evaluation component
built where the college is required to keep data on the students
movement through the matriculation process.

Finally, number seven, a coordination for training component for
staff at the college. We believe that this approach of admitting the
student and then finding how that student can be successful and
working with that student to be successful is a superior approach
to that of giving a test to determine whether or not the student
should be allowed to enter the institution at all.

RR. 907, authored by Congressman Miller and a large number of
other representatives, has five key points. I would simply comment
on those five points. First, it continues the ability to benefit test for
those institutions who do not have an alternative approach. If the
institution has no other way of determining ability to benefit, then
ability to benefit testas indicated by the Department of Educa-
tionis mandated.

Secondly, the H.R. 907 would restore equivalency to grades and
counseling options for public and non-profit institutions.

Third, require the Secretary of Education to recognize a State-ap-
proved method for determining ability to benefit. In other words,
the passage of this bill would permit California to continue with
the process of admitting the student first and then determining
through a very elaborate process the ability to benefit student an
opportunity to be successful.

Fourth, to clarify that thc, ability to benefit determination is ap-
plicable only to those students applying for financial aid.

Five, decouple institutional eligibility from the ability to benefit
section only for public and non-profit institutions to assure that
these institutions will not lose their Federal educational monies.
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I would ask of this committee support for I-I.R. 907. It has broad-
based support in our State and nationally. I think that passage of
this bill would send a very important message from Congress to
large numbers of people who are coming to us from under-repre-
sented backgrounds, that their success in college is what we are
striving fornot an attempt to bar them from the opportunity.

Thank you very much, Mr. Andrews.
[The prepared statement of David Mertes follows:1
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Chairman Ford, and Members of the Postsecondary Educed= Subcommittee:

Thank you for inviting me to appear before you today to dismiss the very important issue of

providing postsecondary educatkinal opportunity for those who have not ansed high school

diplomas, catifimtes of General Educational Development, or the equivalent, and on behalf

of Rquesentative George Miller's H. R. 907.

I am David Mertes, Chancellor of the California Community Colleges, a system of 107

public two-year, comprehensive colleges supponed by the State of Califs:11min. I will

summarize my remits today, and as& Mai The min, statement appear in ihe newt

Before I begin, I would like personally to emend my thanks end anneciatiou to Chairman

Ford, Representetive Miller, Representative Matthew Martinez and the other Members of

both this Subcomntittee and the full Committee, for your sensitive and immediatt response to

our wrest for help in coping with hist year's Budget Reconciliation Act pnwision pertaining

to the required testing of college applicants, and the December 19th notice from the

Department of Education whith mit only threatened to oven= California's historic open

dour policy. but placed our colleges in jeopardy of severe financial kisses.

Tbe timely enactment of Chairman Ford's H.R. 1285, the 'Higher Education Technical

Amendments of 1991 preserved our ability to keep our colleges open to all who can benefit

from the instniction we offer, in accordance with the long-standing policy and tradition of the

State of California. Without those amendments, nearly 100,000 new students without high

school diplomas would have been potentially bared from admission to mir colleges.

,
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While the intent of the Budget Reconciliation Act provisioowas axmandable reducing the
Amami of money in student loan defaults we believe we have developed an alternative
pawns that is superior to amuiring students to pass a test in order to prove their eligibility to

perticipzie in postsecondary education and in finsncial aid programs. We do not oppose
testingpa sr, but believe that tan should he used to assess smdents' capabilities and

achievements, to help them set educational goals, and to recommend placement in classes and

programs whae they are mos Rely to succeed.

Our slimier) in the conuminity colleges bicludes reaching mit to bigh-risk students under-
replanted minorities, ec000mically disadvantaged, those who are poorly prepared and
providing opportunities for them to become self-sufficient, productive citizens and
contactors to the economic well-being of the State and the nation. We believe the model

an have developed in the California Community Colleges, which we call the "ssaniaslasion
system,' is a more effective way to help students succeed by previding positive
reinforce:nem and assistance when they need it. Students who establish realistic educational
and oemniatiooal goals for themselves, and meet those goals, become employable mad

employed, responsible citizens who pay back the public's imam= in their education.

IlL1-201

am hese today to make a special plea for the enactment of H. R. 907 as part of the

reauthorized Higher Education Act of 1965, partiailarly the provisions which allow students*
ability to benefit to be determined by ao institution through amenment and counseling
procedures, 'in senordsnce with such proem as the State or an agency of such State ...
shall prescribe.' We believe the Sammy of Education should be required to recognize and
accept the fact that a Sine may develop its own system for determining ancients' ability ta
benefit from the insaucthm offered in its public colleges.

'Ms is eassistan with other intimacy you have heard, as late as Int week frum the
DeplitIner(S Inspector General, that 'consideration should be given to requiring States to
establish and consistently apply adequate standards for determining the quality of institutions
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they license." While Mr. Thomas was referring to tbe state licensing of proprietary schools,

the principle he emaciated is equally applicable to public systems of higher education, Le.,

satin the States partners in establishing high-quality educational services and instinnions.

H.R. 907 is coosistern also with the higoric assignment to the States of the responsibility for

providing public education for all their midgets. To fulfill this responsibility, the State of

California has established both a system of ekmentsry and secondary educatkm, and a quadri-

pot* system of higher education which includes the 107 public California Commonly

Colleges, the University of California and the State University system, plus the independent

colleges and univasities of the State. Each of these *segments" is respoesthle for developing

and maintaining Today educational programs under the Constitution and laws of the State,

and in keeping with the Stste's Master Plan for Higher Eduanion.

In the California Community Colleges, we have expended eight years and more than $OD

miliken to develop and implants:is ow matriculation system. By State law, every student who

enrolls in a credit pogrom in the California Community Colleges, whether for transfer

purposes. or to earn an Associate Degree or a vocitioeal certificate, must receive services

under this system.' H.R. 907 will allow us to continue using moriculatioo savices to help

inmate ow students' persistence and improve their performance dining their collegiate

camas. I will discuss the system in greater detail later in this paper.

iluSialgagia_CaiinwitxCalkus

To ilhistrue the sire and comprehensive nature of our community college system, let me give

you s brief synopsis. Overall, we are governed by the State Legislature and the Governor,

Statewest of James B. 'Thomas. Jr., inspector General, US. Dept/1=cm of Education. before the

Subcomminee on Posuccondary Education, Committee on Fclucation and Labor, U.S. House of lieyeesen-
wives, Regarding Lotevity in Federal Student Financial Aid Progiams, May 29, 1991. p. 11.

3 institutions may assapt the following students from tostriculation wakes: those who have
completed an maxim devre or tikiben those taking courses not depend= oo gills prerequisites; those
mewing satisfactory scores on other fvolunsuily taken) standsrdized tests; those taking comes to upgrade

occupationsl skills; those whose educational goal is 'personal growth; thaw enrolling in fewer than a

specified number of units at that institution; and those wbo previously mccessfully completed Eng)ish or

math asersroork.

2 ,15
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through the State Edo:dm rade and other statutes. The system is comprised of 107 public

two-year colleges, organized Mtn 71 districts, esch governed by a localipeketed board of
trustees bound by law to hold public meetings. The 16-member Stste Board of Governors,
appointed by the Governer, adopts regulation to implement State manes, sets policies for all
the colleges, and anploys a Chancellor with a staff of nearly 250 paeans to wry out its
instructions. The aggregate budgets of the colleges and the districts in the system total mare
then 63.0 billioa annually.

The California Community Colleges are an integral pan of the State's economic developmem
efforts. In addition to our vocational education', academic, and conannmity services
&actions, thc colleges make up a $3.0 billion training institute that provides relevant

educatkus, training, and technical services to business, indunry, and government agencies.
Otw 'Economic Development Network* (ED> Net) hu helped as establish centers for applied
competitive technologies, international trade development, and small business development
throughout the State. Other programs available through ED> Net include total quality
management (WM) and environmental hazardous materials technology, wortplace learning
resources, literacy and vocational training.

thmitadcliz

The California Community Colleges enroll 1.5 million students onefotinh of the total
enmilment in all U. S. community. junior and technical colleges. About two-thirds are pai-
d.= enrollees many of them taking courses to upgrade or learn new job skills for
California's technologkal industries. More than 40% are memben of ethnic ntinotity groups.
and a very large number are new immigrants, refugees and othen newly settling in this
country and in California. Students come from nwal, urban, inner-city and suburban settings,
wee than 100 different languages and cultures, and from the poorest aml most degrading
socicecononsic circumstances imagimble, as well as from mkidle-class or wealtby white-
collar ami blue-collar families.

$ The Califormia Community Colleges will receive jmt under 50% of die PIO million in fe4era.1 funds
mimed TO be allocated to the State in FY 1992 under the Carl D. Perkins Vocational and Applied
Tedsnology Edumtion Act Amendments of 1990.

2' C;
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The State Department of Finance has projected that we woll grow by 440.000 students

betemen now and the year 2005, with inost ci the growth caning from studeots who ans

foreip-born or from minosity mad and ethnic backwoods. Macy will be the first in their

families to undertake postsecondary edeadok many will have limited English language

'skills; many will come typically fion low income economic elm-urns:nom and be undo-

prepared either for college or for employment.

To meet the challenge of that enormous demand, we will need to use the existing and planned

capacities of every one of our present campuses, and build up to 12 complete new colleges,

each holding about 12,000 to 14,000 students. Our system will need to hire as many as

18.000 new faculty and staff members as replacements for those who are scheduled to retire,

and to meet the requirements of growth. As you might surmise, this is a difficult robin)

for us, particularly because our system is already bulging with 88,000 more nude= than the

State provides financial support for. These 'unfunded FTEs" already have stretched the

financial capabilities of 60 of our 71 districts to their limits.

Under the federal program of State Legalization Impact Msistance Grants (WAG) we have

also provided opportunities for more than 150,000 new Califongans anmesty students who

were illegal aliens prior to the 1986 Immigratioo Control and Reform Act to meet the

English language and American government knowledge requiremans for becoming

Productive, permanent residents of the State and the nation. More than 1.7 million new

Californiam are eligilile to participate in education programs of the State, and a very large

number have chosen the community colleges for English language training and vocgional

education opporomities.

Nearly 200,000 of ow students receive some form of financial assistance from federal,

State or local sources. Federal Title IV aid to California Commimity College students last

year totalled approximately $164 million, mog of it in Pen grants. Only 1.3 paean of otw

students, less than 18,000, borrow mooey through federal gulfweed loan programs. Ten

years ago, when loans became widely available to our students for the fon time, and large

numbers of them began to incur debt, we began to counsel them away from borrowing to

fund their education. We reduced the number of students receiving loans from more than

38,000 in 1981-82 to 28,000 in 1985-86, to fewer than 18,000 today. Unfortunately, the

n
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resulting unmet financial need of our students has blamed because we do 1301 have

alternative funds to substitute far loans, and Pell Grant funds have been inadequate to meet
me students' goads, partly because of the present 60% of need limitation on individull

grants, and portly because apFopriations for the Pell provam have nix kept up with either
inflation or demand.

attifittattillencliCitudenti

Let me turn now to one particular category of the students we enroll those without high

school diplomas, Cieneral Educational Development (GED) certifkates, or the equivalent

so-called "ability-to-benern° students. Because we are required by State law to admit all
students 18 years of age or older who can benefit from the insrucdon, and because the

California Community Colleges were created as 'open-door institutions, we have difficulty
identifying students without high school diplomas. In 1987, we surveyed the colleges, and

were abk to estimate that approximately 4.7% (12,925) of the 275,000 full-time students and
5.8% (73,370) of the 1,263,000 pan time students who enroll in credit courses conk to us
without high school diplomas, G.E.D. certificates, or similar credentials. We have further
estimated that approximately one-third of the full-time students without diplomts are likely
eligible for financial aid.

DutIdalciculatioalulam

To meet the extraordinary diversity of our population, the colleges and my office began work
eight years ago on ways so help snide= succeed. Rather than blame the student, the
college, 'the system,' "society,' or other external factors far drop-outs, failures, and 'turn-
sways,' we worked toward devising a positive, multi-faceted system to assess students' skills,
recommend course levels for them, monitor their progress, and intervene when necessary to
provide appropriate assistance. The resulting "'manias/anon omen* has taken us eight
years and more than $400 million to develop and implement.

The function of the matriculation system is to help studests succeed - to help them establish
realistic educational goals based on their achievements and skills when they come to us, and
to give them the assistance they need in attaining their gcels. We believe that such students
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are more likely to graduate. to find jobs, and to repsy their debts. Since our services focus

co hidividual student persistence and success, we nether believe that the msniculatioo system

will contaute to a vay significant lowering of California Community Colleges' =dew loan

defaults in the future, as well a to the more effirctive use of all student financial essistance.

While it is too early uo accurately measure the program's overall swarm, a preliminary

study, based on the research of an independent consultant and my office in 1990, indicates:

Matriculatioo services appear to improve the academie

performance of students. especially those who entered college

with low skill levels and those who cane from disadvantaged

backgrounds. For example, students with less Om 13th

grade level skills who :verbal services of two or more

matriculation components eamed a cumulative grade paint

average (GPA) of107 in Mei r fresimum year, us, those

who did not receive such services, who earned an awrage

GM of 1.31

Matriculation services appear to improve the persistence of

students. Eighty-seven percent of those who received full

matriculation services persisted fran Fall 1929 into Spring 1990,

vs, only 70% of those who received assistance only in the

admissioe process.

Colleges have had to significamly increase their course offerings

in basic skills courses, and have hired more than 200 additional

part-dme and full-time counselors.

Matriculstion neither impedes access nor excludes students from

educational programs or services of the colleges. It has brought

to light the extensive need for basic skills development among

incoming community college students, it:chiding high school

graduates al well as nost-graduater.

44.
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The mariadatice rocas consists of seven COSWOOLUb. Five of these provide direct services

to students, and two waist the colleges in develop* their capabilities for evaluation,

compliance, coordinatice and analysis in a continuing effort to improve the system. The
commas are:

Adak:ion to the colkge, including applies:Joe procedures, initial collectioa of

information about the seam's lad for support services, referrals to college services

and resources, and assistance in registration;

Orlsotation to ghe college, including an explanation of endemic and voestiooal

lumens, expected student and staff =duct, Watkins of facilities and services,
wad= and cancer opportunities; a description of student rights and grievance

procedures, cowhand= of their obligations to the imam**, and their

resp(maibilities; orinstation may be given in law groups, one-to-one contact by a
counsetor or instructor, attended orientatioe COUFSCLI, even video twesentatioos.

AtzEtzsmt, accomplished through a wide variety of methods to provide ancients with

information that helps them better understand their aptitudes, career plans and

imams, study skills, English-lingo*, proficiency, abilities in various subjects and
past academic performance. Widely diverse measures me used, mcb as *cement test

scares, number of hours meted, number ofsemesters out of school, high school

grade point avmge, transfer grade point avenge, type of English and mathematics

coma successfidly completed. To be awe that we provide students with the best

possible aneenneet, I bye appointed a special task face, headed by Dr. John Poggio

of the University of Koreas Center for Educational Testing and Evaluation, to evaluate
the 42 different assessinent lintrUIDIMIt oats) in use hi the Catiferde Community
Colleges. That report will be coming to me and to the Board of Governors at our
next meeting in July.

Comellag owl advising: This component of matriculation provides contact

between the oldest and professional miff (cotmselors, advisors snd/or instructors) to
heap* and apply assessment &army; to help formulate each student's education
plan; to discuss students' educational or pawed concerns; and to monitor and guide

2 I u
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the student timid histber goals. MS SaViCe iS available to all students throughout

their community college careers.

Fa llow-ap: Each student's academic progress is systematically monitored, and wheo

necessary, appropriate intervention strategies ate milled. Calves have many mos

to mooitor students; increasing numbers are ming computer databases for this

purpose. Instructors and coumelors also contribute heavily to the follow-up effort

through their individual comes with students. On some CEIVIEWS. 'early slat'

systems have been established to identify students who are beginning to experience

difficulties ia their courses before *y moonier serious aradentie praNerns. Sonic

special programs that serve disadvantaged, dissbled and other high-risk students have

traditionally had follow-up procedures; the matriculation systemhas extended such

services to all students enrolled in credit programs.

Research and erataaslan: Colleges have used and in some cases expanded their

data-collection and analysis capabilities to measure the effectiveoess of their efforts to

positively affect students' academic progress. These capabilities help the colleges

00111113C services and identify areas in which improvement Is needed and/or where a

change in allocation of institutional resources may be needed.

Coardisadan and trahrins: A broad range of college staff sod students areinvolved

in designing, implemeraing and evaluating matriculation services. Each college has a

designated staff persoo nsponsible for working with an advisory committee and others

in coordinating the matriculatioo process, and for developing effective training for

ethers.

ln conclusion, Mr. Chairman and Members, I would like to emphasize that one of the most

important roles of the natioo's public community colleges is to reach out to at-risk students,

and help them become full Fenian in America's increasingly complex society, as well as

productive members of the nation's workforce,

2 I 1
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We believe we hive developed in the California Community Colleges a proem which will
accomplish these vital goals, and that an maniculadan system, in addition, can also

contribute much toward reducing the huge burden of student loan defaults. But most

important, we believe that our matriculation system represents an investment in human

resources and potential that will be repaid many times over as we help students sucosed,

thniugh education, in becoming individuals with dignity and standing as self-supporting

=taus= to the economic well-being of their contsminitirs, the State and the nation.

We need your he4s. through enactment of H.R. 907 as pan of die reauthorized Higher

Education Act of 1965, to continue using our matriculation system in the way we believe it

will be most effective in giving our students and the American taxpayers their moruy's worth
in our colleges.

Thank you for this opportunity to express the views of the California Community Colleges.

I will be happy to answer any questions.

Hfl
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Mr. ANDREWS. Thank you very, very much, Doctor.
We will first go to Mr. Reed.
Mr. REED. Dr. Mertes, I think listening to Representative

Henry's testimony, to distill what he said, essentially, was that
probably the best assessment of someone going on and successfully
completing college would be completing high school or a GED
equivalency. This seems to me sort of a simple-minded model that
we have had for many, many years about education here in the
United States.

Do you think there is something wrong with that logic or
shouldn't we insist that the high schools start preparing people
adequately and people should avail themselves of high school
before they go to college?

Mr. Moms. I would certainly like to have every student who
comes to a community college in California have moved very suc-
cessfully through high school. That would be a goal. We would de-
crease our basic skills programs dramatically if that were the case.
In reality, that is simply not the case at the present time. We are
dealing with very large populations who are coming to us, both
native to California and immigrants into the State, who do not
have the high school diploma or its equivalency. Our approach
with that population, as I have outlined, admit the student and try
to place the student into classes where that student can be success-
ful, not to use a single test and a single test score and tell the stu-
dent you are denied entrance.

Mr. REED. But isn't an alternate approach to require those stu-
dents to either enter intoif they are within the age category
enter into high school or to go to a GED preparation program. Es-
sentially to have the State, which is responsible for education up
through the secondary level, shoulder the burden of preparing
them to go on to higher education. I think what you are proposing,
what your State is saying is that you will accept people without
high school educations or equivalency degrees into a college envi-
ronment, and then try to provide that preparation and training
there, and by the way, using Federal dollars to do that.

Why shouldn't the State essentially have that responsibility for
preparing them for college?

Mr. Morris. Well, the approach that you described is one ap.
proach that has been pointed out. We believe the approach that we
have is the superior approach. It is going to move people more
quickly into meaningful employment, into transfer programs and
make them productive citizens. I think that the end goal is to try
to help people become productive citizens and productive members
of the economy. We think that the approach that we use is the
most cost effective approach to do thatthat to simply deny large
numbers of students which would occur with the model that you
are proposing would sim_ply put them into some other category for
expenditure of State or Federal funds.

Mr. Rszn. A final question. Do you have statistics tracking the
performance of students who are coming in without high school or
equivalency degrees ViS-a-Via other students coming into the com-
munity college system with those degrees?

Mr. MERTES. Yes. We are developing a statewide model to do just
that. We do not have statewide data at the present time. But in

1"0
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interaction with three local districts, one of the districts in which I
was chancellor prior to becoming State chancellor, there was no
difference between the student coming in who lacked the high
school equivalency, and the student who had the high school
equivalency or the high school grade. That is not a statement for
the entire State. It is a statement for three districts in the State.

Mr. REED. Dr. Brown, a question; To what extent is the language
barrier the critical issue that you face in your community with re-
spect to the issue of the special ability-to-benefit test?

Mr. BROWN. It is an extremely critical issue, simply because
being on the border as we are, a large number of our students
coming to the community college, particularly the ability to benefit
students do not have and have not had the advantage of an exten-
sive formal secondary education. Most of them have come from
Mexico, either in recent yearsa lot of them since the 1986 Immi-
gration Act, but also people who have lived there for 10, 15, 20
years. Being in a bilingual community, however, they have not had
the necessity to become bilingual. Many of them have taken that
opportunity to do so, but they can do all of the things that they
need in Spanishgoing to the store, going to do different things,
get their car fixed. They don't need to learn English for those pur-
poses. Television stations, radio stations; we have Spanish language
stations and so forth.

Now they have made that decision to do so, and the community
college in El Paso as wen as a number of community colleges give
them or provided that opportunity. Unfortunately, as we saw this
last January, over 200 of the students were denied that opportunity
because of the testing.

Could I respond to one of the questions that you asked Dr.
Mertes?

Mr. REED. Yes. Please do.
Mr. BROWN. Regardingand I heard Representative Henry's tes-

timony on the GED this morning. One of the things to remember
about the GED is that, in fact, it is a test. All of the concerns that
we have raised this morning, that I have raised, and that Congress-
man Coleman has raised as well as Dr. Mertes, apply to the GED
also in terms of being able to prepare students to take a test; and
hopefully, even passing that test. But there is no guarantee that
passing and getting a GED is, in fact, going to assure success in
postsecondary education. What we prefer to do, as does California,
is identify the student's strengths and weaknesses, work on their
weaknesses through that allowable 30 credit hours of remediation.
Or if it is ESL, provide them with reading, writing, speaking and
listening, then we can insure that they have the skills to be suc-cessful. A test isn't going to do it.

Mr. REED. One of the other points. I think, Mr. Henry made isthat this is not only an intellectual process in terms of getting ahigh school diploma or perhaps even getting a GED, but it also sug-
gests discipline, self-discipline, dedication, et cetera. Would you like
to comment on that?

Mr. BROWN. Yes. In my written testimony which, of course, Ionly presented a portion of, I suggest on several instances, that
there is no student like a community college student who shows
perseverance, commitment and dedication to learning. The average
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ae of the community college varies, but it typically is in the
hgher 20s, 28, 29. They have a family. It is like after World War
II, and even during the 60s, when large numbers of veterans took
advantage of the GI bill, you saw no more dedicated student than a
person who was a former GI who was on the GI bill, simply be-
cause they had made the comznitment. They were there by choice.
Typically, they were more stable in terms of' having a family and
knowing what they wanted, what their objectives were and going
after them.

Mr. REED. Thank you very much.
Thank you, Mr. Chairman.
Mr. ANDREWS. Thank you, Mr. Reed.
Mr. Coleman.
Mr. Tktobt As COLEMAN. Mr. Chairman, I had to be out of the

room, and I am trying to catch up here.
I am trying to understand, Dr. Mertes, what the matriculation

measurement device that you are proposing does. It looks like it is
a lot of individual help for students. Students who enter your insti-
tutions are provided extra opportunities for personal development.
In effect, you are pulling them along.

Mr. MERTES. In summary, it is an attempt to take each individ-
ual student and by a number of approaches, assessment tests; in
some of the colleges, there are written exams that are given; the
high school background; the background that the person brings;
and to have that student placed in class levels where the student
can be successful, particularly in English and in mathematics.
which are the key indicators for success.

Mr. THOMAS COLEMAN. So there is a utilization of an examina-
tion format in some fashion?

Mr. MERTES. Yes. We do not standardize it, however.
Mr. THOMAS COLEMAN. But I hear a lot of concern about tests as

a hurdle that must be overcome. Yet you incorporate this feature
in your matriculation concept.

Mr. MERTES. Yes.
Mr. THOMAS COLEMAN. SO I don't know how we would objectively

measure people's abilities in our society without taking tests of
some sort. We are going to take tests throughout our lives. I don't
want to disparage anybody's efforts here, but we have to recognize
that there has got to be some measurement device. Call it an oral
test. Call it a written test, whatever, in whatever language. It is
still a test. That is part of our problem as we address this issue.
What kind of test, who administers them, and what the results
should be.

I know that we have tried to reform the ability-to-benefit concept
through the years, because it was abused by some. As a result, per-
haps we haven't been 100 percent correct without reforms, but nev-
ertheless, we have tried to tighten down this aspect.

I would note, though, that under the administration's proposal,
where they have actually dropped out the lowest 10 percent of the
academic level, that it would actually be better not to receive your
high school degree under their proposal, and then qualify for Pell
and other awards, and go through either ability-to-benefit or GED.
It is kind of a convoluted policy if you stop to think about it. But I

2 ,



209

think that is, in essence, what they have done for budgetary rea-
sons.

Be that as it may, I will examine your testimony very closely3
both of you, and see if there is something here that we can incorpo-
rate. But one of the greatand I know Mr. Henry has very strong
thoughts about this as well, One of the great concerns we have is
about people who don't have the ability to utilize the services Rime
schools provide. We are really sensitive of that.

Mr. Mimi" Es. Mr. Coleman. if I could clarify? If the two appioach-
es can be contrasted, both use a test. In one approach, the student
comes to the college and does not have the high school diploma or
its equivalent and is told to go someplace and take a test. If you
pass that test, come back. Or go someplace else and get a degree
and come back.

The model that we use is a model that admits the student and
then uses a number of tests, not a single one. The approach is that
we are not trying to keep you out. We are trying to make you suc-
cessful. During the course of your time with us, you must make
satisfactory progress. We will be monitoring your progress. If you
do not test for English IA, we don't allow you to take English IA.
If you can only be successful at a level of whatever English it is,
that is the level at which you have to demonstrate ability. It is our
approach to bring the person into the system and try to make them
successful.

Mr. THOMAS COLEMAN. And in doing so, you would utilize all of
the higher education programs during tiAat period of assessment.

Mr. MEwrxs. Yes.
Mr. THOMAS COLEMAN. So that we would continue to see some

people who wouldn't be able to make it under your system, but
they would be utilizing these programs and resources in an at-
tempt. I guess that is a part of our problems. I know you have an
open admissions policy there at the community college level.

Mr. MERTES. Right.
Mr. THOMAS COLEMAN. Which you have to deal with. I guess it

gets to one point where, whether or notwhat kind of open enroll-
ment? If we are taking students in, who, by any other standard,
would not be able to benefit or utilize the services, then we get into
this really gray area. It may be fine for the community college in
California, but what about a for-profit school over here. It is hard
to make that judgment. I am not just picking on the for-profits, but
those are where we have had some of our problems.

Mr. MERTES. Right.
Mr. THOMAS COLEMAN. Thank you.
Mr. ANDREWS. Thank you. Mr. Coleman.
Mr. Hayes.
Mr. HAYES. Thank you, Mr. Chairman. I was listening very in-

tently with the questioning by my colleague. I find myself a little
bit at a query as to the difference between your bill, Colleague
Coleman, and the bill that is proposed byyours is H.R. 553 and
H.R. 901.

Your bill, I think, calls for complete repeal.
Mr. RONALD COLEMAN. That's right.
Mr. HAYES. Of the changes as it relates to the community col-

leges when it comes to aid.
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And your 907 calls for revision of reform. Is that right?
Mr. Mama. That is correct.
Mr. HAYES. And you suggest certain methods of reformation that

you think would correct what you disagree with in Congressman
Henry's bill. Is that right?

Mr. MERTES. Yes. It would give an alternative approach to public
tax-supported institutions who have an alternative assessment
mechanism to determine ability to benefit.

Mr. HAYES. I share the opinions as expressed by the three of you.
I think the bill that is being proposed by Congressman Henry
would actually deny access to higher education to many of our dis-
advantaged students economically.

I happen to come from an area in Chicago where the community
colleges are so important for the opportunity for education for the
economically-disadvantaged students, particularly minority stu-
dents. Certainly, we need a greater opportunity, not less, to educa-
tion.

So I just wondered, and I raised this specific question because it
has come up before in other hearings. Some of these students talk
about the tremendousterrific debt that we have as a result of the
default ratio on student loans. I wonder if you share the opinion
that has been expressed by others, which I agree withthat we
should make this aid grantsinstead of loans, and further, Pell
Grants should be an entitlement. I think that within itself would
enhance the opportunity for many kids who are now being denied
an opportunity because of default ratio on loans. I just want to
know what your reaction would be to entitlement rather than
loans. We get less money now for grants than there was when the
program was first established. I think it is the other way around
with the guaranteed student loan program was expanded, and the
Pell Grant was decreased. So I would like to see them become an
entitlement. I would like to know what you think about them.

Mr. MERTES. I support your view, Mr. Hayes. I think that, per-
sonally, it is unconscionable to bring a student in from a back-
ground where no one in that family has ever been in higher educa-
tion and bring that student in and saddle the student with a loan
when the student doesn't understand what the student is getting
into either in terms of education or the fiscal responsibility. In my
view, that is simply an unconscionable act for higher education to
take.

Mr. BROWN. I certainly would concur with Dr. Mertes, particu-
larly with our English as a Second Language population. The enti-
tlementyou have to understand. It' you have been to El Paso, you
have to realize that we are talking about third world conditions.
You can't distinguish the difference between where the border ends
in Mexico and where the borders starts here in the United States.

We are talking about individuals, families and people who truly
do live in and are economically strapped. The entitlement that
they are provided is tremendous. They appreciate it a great deal. If
you could see their faces; if you could see the smiles that they
have, particularly when they walk across the stage with that
degree or that certificate. You would understand that these are in-
dividuals who are not only deserving, but desperately need that fi-
nancial support.
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M.:. Hayes, I, too, would concur that the entitlement and increas-
ing the entitlement would be preferable to having these people re-
ceive loans.

Mr. RONALD COLEMAN. Charlie, I was going to say you and I
ought to stop meeting like this. We have many of the same prob-
lems in our districts. The last time we did this, you may recall, we
talked about the high number of Hispanics in our respective com-
munities. I understand, I think, some of your problems and I know
you understand some of mine. I would say there is another differ-
ence also, though, between George Miller's bill and mine. His, as
you know, would not apply to the trade schools, the for-profit
schools. Mine would.

Again, because as I said at the outset of my statement, I am con-
vinced that our prohibition, our borrowing those students that try
to achieve some modicum of capability, some success in a trade or
an ability to type or whatever it may be, I think is a travesty.
What direction is this country headed? I mean is it, in fact, one in
which you said you didn't, for some reason,maybe you had hepa-
titis A, and you lived in a colonia, as we call it in El Paso County,
and you didn't get to graduate from school. You are one of the 100
percent that went to Secorral, who got hepatitis A because you
don't have proper sewage treatment facilities and you don't have
running water through your home. Therefore, you are a failure,
you are finished.

I certainly agree with the Miller bill as it applies, as mine does,
to the community colleges and 4 year postsecondary education
schools. But I got to tell you that when it comes to providing at
leas some ability to learn a skill or a trade for anyone in this
country, we ought to be doing everything we possibly can to insure
that that occurs and not prohibitinif it. So there is a difference aswell in my bill and George Miller s bill and the fact that mine
would repeal the whole thing.

I mean I think a lot of times it is good to sweep away the whole
thing and let's start over. The suggestion was made, and I thoughtit was a good one concerning how we would recap or reacquire ourfunds that were loans from those students who fail to pay backthose loans. I am consistently amazed over and over why it is that
General Thornburg and previous attorney generals have not seenfit to empower United States attorneys to do just what they ought
to do with respect to getting back those loans. I mean is it that wecan't find them? What is the reason? I don't understand. I would
like to ask that question of the attorney general, because I don'tunderstand why it is that my United States attorney could not
have the ability to seek out and find those who owe money and set
up a system by which the United States could be repaid. This isn'tthe way to do it. To prohibit education? That is not what this coun-try should be about.

Mr. HAYES. I might suggest as a sideline you better hurry up andcatch up with the attorney general, because I understand he is
going back to Pennsylvania.

Thank you, Mr. Chairman.
Mr. ANDREWS. Thank you, Mr. Hayes.
Mr. Roemer.
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Mr. ROEMER, As a product of the University of California school
system, as well as the University of Notre DameI would like to
hone in a little bit more on what was the original mission of com-
munity colleges when they were first started?

Mr. MitirrEs. I can respond for California, because some of the
States might have a different approach. The master plan in Califor-
nia, developed in the 1960s, is very clear that the system of higher
education in California will be tripartheid. The public sector would
be tripartheidthe university. State university, community col-
lege&

The university would draw from the top 12 percent of a high
school graduating class. The California State university would
draw from ,the top third, and everyone was eligible to enter com-
munity colleges. There were no admission standards and no tuition
by law at that time.

As California moved and grew, and became far, far more diverse,
that master plan was reexamined in the late 1980s; and was reaf-
firmed. It was reaffirmed with one no vote in both houses of the
California legislature. That one no vote was a supporter; he op-
posed some technical components.

With the increasing diversity that is in the State, California is
rapidly becoming a minority/majority State. Many of our colleges
are above majority in their ethnic make-up. We have an increasing
diversity with immigrant populations. Currently, we have about 1.5
million people eligible to move through amnesty programs. We
have dealt with 150,000 students in amnesty programs who are
moving in, particularly to our voc-ed.

We are charged in that master plan with three specific responsi-
bilities. Prepare students as freshmen and sophomores for transfer
into UC and CSU. Both of those institutions by definition are eli-
tists. They can only draw from the top percentages of the graduat-
ing class.

We are also charged to prepare students for entry-level employ-
ment in the workforce. A growing responsibility is to upgrade
people already employed. People who are in sophisticated jobs need
more data processing, more electronics, more technical writing to
stay abreast of their skills and be productive in the workforce.

The third component of our responsibility is to reach out to the
large number of under-represented people in the State and bring
them into higher education, and move them into either transfer or
vocational education. It is the belief of the State that California's
workforce through the turn of the century is going to be made up
of people currently from the under-represented populations. This is
the population that will enter the workforce, primarily Hispanic,
primarily Southeast Asians.

In our State, this responsibility to reach out and recruit people
and bring them is a direct charge. When I am before the California
legislature in any of its committees, I am questioned constantly on
how effectively are we doing that, how can we improve. So in order
to do that, we have developed obviously a large program of basic
skills, bringing people in and moving them into classes where they
can be successful, moving as quickly as we can into the transfer in
regular vocational education programs.
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Mr. BROWN. In the State of Texas, the community colleges are
permitted tobecause they have local governing boards, establish
their own mission statements. In that mission statement, the
schools, in our particular case at El Paso, have determined that we
are an open-door institution, and that we will serve all residents of
El Paso. Many community colleges have the same mission state-
ment as do many community collwft: in the country.

In doing that, because our local governing board is wanting to
make sure that we are able to educate all of the citizens and what-
ever their needs may be, we bring the student in. I would like to, if
Mr. Coleman would allow me and Mr. Roemer, we do test the stu-
dents. But we test them on what are called criterion referenced
tests, which are prescriptive tests to determine where the student
needs to be in their coursework, their basic skill studies as Dr.
Mertes was suggesting. It is at that point that, once we place them
appropriately, that we are able to deal with them in their educa-
tional needs, whatever they may be, to take them to the point
where they can pursue actively the college-level coursework. We
can do that in a relatively short period of time.

But the mission statement and the objective of the community
colleges is not all that different across the country. I can give you
an example in El Paso, the University of Texas at El Paso, which is
a part of the UT system. It has an entrance requirement. Many ofthe students that we serve nowthere are over 17,000 students
would not have gone to the University of Texas at El Paso. Had El
Paso Community College not been there, they would not have had
the opportunity to pursue either a job skills training or possibly
transfer education.

Mr. ROEMER. My concern is that I always thought that it was a
little bit more limited than Dr. Mertes indicated I thought the pur-
pose was to train people for occupational and technical skills, and
prepare them for college. You also said in your opening statement
that you are not opposed to alternative testing models.

Mr. BROWN. Right.
Mr. ROEMER. %That types of alternative models can we utilize sothat we have a better assessment of what students needs before

they get to the community college level? You both mentioned in
your testimony the need to improve some kind of assessment K
through 12. Could you address that specifically?

Mr. BROWN. I did include that in my testimony. The commentthat I made was in response to Chester Finn, who was a former
assistance secretary of education, who had an article in the NewYork Times just a couple of weeks ago. He, along with President
Bush's administration, is pushing very hard to have a national test,
determining whether or not a student has met even minimum re-
quirements for secondary schools graduating from high school. Of
course, the testing issue in that case is no different than the testing
issue that we are talking about here today or pre-college for stu-
dents that are hoping to go into college. There is no question that
we talked earlier this morning about the fact that, if the student
can pass the GED, I have already indicated there is no guarantee
that they are going to be successful in college. But there is no guar-antee that a student with a high school diploma is going to be suc-cessful in college.
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Mr. Coleman, a few minutes ago, commented thatabout the
percentage of the numbers of ATV students that might not be suc-
cessful, that even the ones that passed the test at the criteria es-
tablished by the Department of Ed. In fact, there is always going to
be a certain percentage that will not be successful for a hundred
different reasons. But the same holds true for the high school grad-
uate as it does with the GED student. They won't be successful.
Some of them won't be successful, not necessarily because they are
not educationally prepared for it.

So we do need to work on K through 12. We need to improve.
The State of Texas has a test. It is not the perfect test. I am not
sure that a lot of wople agree that the test is the right thing to do,
but there are efforts across the Nation to ensure that students
have a truly high school diploma, and that means they can read;
they can write; and they can compute; plus they know their geogra-
phy and their social studies at a level where they can carry on not
only a good conversation, but they can understand what is going on

in this country, what is going on in the world. When they get to
college, they are going to fmd that the success rates are going to be

high.
Let me follow-up with one quick thing. What do we need in the

schools? The public schools? We need increased training for teach-
ers. We need teachers to be looked at as on the same level that we
look at other professionals. We need them to be respected. We need
them to receive and have the instructional materials and the tech-
nology in the classrooms that they need. I can tell you in El Paso
and in the State of Texas where they are fighting right now with
equity and educational funding, and have been for over 2 years: lt
is not an easy problem that can be solved. But without thatand I
have two children in the public schools in El Paso, Texas. You can
be assured that they have had less than the same education that
students have had in other communities throughout this country
simply because there is not provided, not only in the State of Texas
but in other States, the same comparable education and the same
comparable preparation. We need to haveand money is not the
only answer, l'ut it certainly is the beginning.

Mr. ANDREWS. Thank you.
Thank you, Mr. Roemer.
Mr. Sawyer.
Mr. SAWYER. Mr. Chairman, there are a lot of us around here

who are still trying to figure out what is going on in this country
and going on in this world, so I wouldn't hold that against stu-
dents.

We seem so enamored of testing. We seem so taken with what it
can do for us. It can tell us where we have been, where we are
going, where we ought to have been, cure the common cold. It does
so much. We are placing such a burden on these instruments.

It seems to me, gentlemen, that you are talking about two funda-
mentally different kinds of instruments. Some would fit into what
we normally would think of as testing and others simply don't, but
they are those which are predictive on the one hand and those
which are diagnostic on the other. You clearly seem to come down

on the side of diagnosis, diagnosis not so much for purposes of ad-
mission but for remediation and targeting education.
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It seems to me that at some level, there is probably an overlapbetweenI don't even want to use the word instruments, because
you are talking about techniques. But that there are techniquesthat are both potentially useful in remediation and at the sametime predictive of likelihoods of success.

Can you talk about where that overlap might fall? Let me justgive you a specific question. Are there instruments that are beingused in sound remedial, diagnostic purposes that are themselves,
when performance falls below a certain level, sound predictors of
likelihood of success?

Mr. BROWN. As I indicated in my testimony, there are tests thatare being used in that respect. For example, the asset test is a testof reading, writing and mathematics, which is becoming muchmore prominent throughout the country in higher education, par-ticularly in community colleges. Our institution has used that testfor 2 years; although we do not use it in a predictive mannersimply as a diagnostic manner, but there are also other tests, such
as the traditional Nelson Denning test, which is a reading test. Butagain, the problem is thatand as I indicated in the testimony,there is not a test company that I know of nor that the NationalCenter for Open and Fair Testing ki.ows of, that will come beforeyou, I believe, and say yes, use our test to predict success. There
are a lot of test companies who will rightfully come before you, andsay yes, use olir test in a diagnostic manner to prescribe remedi-ation for the student.

I would be surprised if somebody came before you and wouldguarantee you that their test would do that. As far as the overlap
hoes, certainly there is some .overlap, but the problem is that youare still testing typically basic skillsreading, writing and compu-tation. We don't absolutely know, particularly with an adult popu-lation what point at which, if they have this much proficiency inreading and writing, we can guarantee success or not guaranteesuccess. It is a really gray area.

Mr, SAWYER. I am not sure that anyone here in any case is talk-ing about guaranteeing success, but rather having a greater or lessstatistical likelihood of encountering success.
Mr. BROWN. In my testimony, I also indicated thatand in theresearch that we have done, and we have done extensive researchin the !art couple of years, I have not come across andy studiesthat have provided the data or any sufficient data that would linkthe particular test results, and again, the likelihood of success. Idon't know if it is actuallyif it going on. They are doing that kindof study or not, but it is kind of a risky thing to make that kind ofa claim.
You are right about guarantee, but where do you stop in terms ofdoes it have to be an absolute line?
I think what Dr. Mertes and myself and Mr. Coleman is saying isthat we in community colleges for 30 and 40 years now, know whena student can be successful from our experiences. It is not just atest score.
Mr. SAWYER. That is the reason that I am talking about tech-niques. That is the reason why I don't want to use words like in-struments. Dr. Mertes, across that huge system that you are re-
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sponsible for, do you track the methods that tend to be more or less
predictive as well as diagnostic?

Mr. MF.wrzs. We are in the process, Mr. Sawyer, of doing that.
The approach that we took withas we developed the matricula-
tion model, was to keep it highly decentralized. We believe that
there is not a single test. In fact, in California, there is California
law that says a college cannot use a single test for placement pur-
poses. So what we encourage the colleges to do is essentially to try
a number of different options and keep data and evaluate and we
would share the various models in the State that seem to be work-
ing better than others.

Mr. SAWYER. Let me pig say model may be exactly the word I
am searching for. I don t want to use test. I don't want to say in-
strument. But just let me say model. If you are tracking those, do

yod have data, however germinal it may be at this point, that
would be useful to us in trying to understand where we are going
with this?

Mr. MERTES. Yes. I can make such data available. The City Col-
lege of Santa Barbara has a very extensive tracking system. They
have been putting out reports to the other colleges in the State. I
would gladly share some of those reports with you, or all of them
for that matter. San Lequin Delta College in Stockton is doing ex-
actlythey are doing a different model, but their results are
coming out.

There seems to be a commonality in the bottom line. The com-
monality is that the student tends to be successful when there is a
high degree of personal interaction. The instruments are not
nearly as important. The techniquesit is the interaction telling
the student you can be successful, and I want to help you be suc-
cessful. All of the models that we have that are showing the most
striking results are mentor-based models in which there is a high
degree of human interaction. It is a costly way to go when you are
dealing with 1.5 million.

Mr. SAWYER. Not as costly as $2.5 billion in defaults.
Gentlemen, just let me say, and Mr. Chairman, thank you for

your testimony this morning. It has been very helpful. A very spe-
cial thanks to Ron Coleman for your efforts in this measure,

MT. RONALD COLEMAN. Thank you.
Mr. ANDREWS. Thank you, Mr. Sawyer. Mr. Kildee.
Mr. KILDEE. Mr. Chairman, thank you. Inasmuch as I have been

involved in three meetings this morning, I will refrain from ques-
tions at this time. Thank you very much.

Mr. ANDREWS. Very well. I would like to thank the panel again.
Mr. THOMAS COLEMAN. Mr. Chairman, for the stenographer,

record where appropriate so that the gentleman from Texas,
Mr.Coleman, appears on the record as the gentleman from Texas.

Mr. RONALD COLEMAN. If I could just add one thing. There is also
another piece of legislation. Mr. Coleman raised the one issue
about the funds and where we go. I think the difference between
the Miller bill and mine is also important in terms of whether or
not we can actually go to complete repeal.

I would just say that there is another piece of legislation by Con-

gressman Gordon, I believe, that I have co-authored all before this
committee. I don't know if you have held hearings yet. We would
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only say that that seems to me to be the approach we ought to be
taking in tightening up the accreditation standards particularly for
those for-profit institutions. I would hope that this committee gives
serious consideration to 553. Thank you very much.

Mr. ANDREWS. Thank you. We would like to thank the panel
very, very much.

Our final panel for this morning includes the Reverend Edward
A. Malloy, President of the University of Notre Dame; Mr. David
H. Barton, President of the Commonwealth Educational Systems,
Inc.; and Mr. Barry Busata, Vice-President of the Diesel Driving
Academy, Inc.

I would think that one of the more remarkable products of the
University of Notre Dame, our colleague, Mr. Roemer from Indiana
might want to take the honor of introducing the president of that
great institution.

Mr. Room. Thank you, Mr. Chairman. I appreciate your gra-
cious introduction. As a graduate of the University of Notre Dame,
it gives me great pleasure to welcome back to Washington, DC, a
native of Washington, DC, Father Malloy. He is someone who has a
triple domer, affectionately referred to as somebody who has three
degrees from the university and his Ph.D. from Vanderbilt. He fol-
lows in some very prodigious footsteps following Father Theodore
Hessberg as President of the University of Notre Dame. As I am
here following in John Brademas' footstep, I know the feeling
well, Father Malloy.

I want to commend you for being willing to put some new foot-
steps in the sand and lead the university in a host of new ways.
Those include improving the graduate studies, building new facili-
ties on campus, having all kinds of new innovative volunteer serv-
ice programs that benefit the community and the country with
Notre Dame students.

I am just honored to have you here this morning. I look forward
to hearing your insights on the Pell Grant Program in particular
and also on higher education in the United States. We welcome
you.

STATEMENT OF EDWARD A. MALLOY, CSC, PRESIDENT.
UNIVERSITY OF NOTRE DAME, NOTRE DAME, INDIANA

Father MALLov. Thank you, very much, Tim, or Congressman
Roemer, and members of the committee.

I appreciate this opportunity to testify at the subcommittee's
hearing of the Reauthorization of the Higher Education Act. Con-
sistent with the intent of today's agenda, I will concentrate my re-marks on the Pell Grant, one of the Federal student assistant pro-
grams authorized in Title IV of the Act. My testimony will addressthree aspects of the program: simplicity, integrity and award
amounts.

The need for more simplicity in the administration of all Federal
student aid is perhaps no more apparent than the Pell Grant. This
need is reflected in the application process in the methodology in-
volved in determining eligibility as well as in the actual delivery of
funds.
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Just below the surface of the question of simplicity in the appli-
cation process is the long,standing debate between two understand-
ably valid positionsthose who argue for keeping this entry point
into the world of financial aid as uncomplicated as possible so as
not to serve as a burden or even worse a discouragement to those
who seek help in the pursuit of higher education versus those who
counter that the circumstances of many families require a more
comprehensive approach to determining financial ability. Our rec-
ommendation is to authorize a special by-pass process for restricted
applicants, such as those who file simply Federal tax returns; that
is, 1040As or 104OEZs; or those whose circumstances do not require
their filing any tax forms. For example, families receiving public
assistance.

The Federal application should be designed to address the cir-
cumstances of the vast majority of families. It should eliminate
questions that attempt to address relatively minor exceptions, such
as displaced homemakers or dislocated workers and permit the
campus financial aid administrator the restricted authority to deal
individually with these cases. One aspect of the current application
process, which has created much confusion for many families is the
section that attempts to define the so-called independent student.

Congress must once and for all settle on a definition which is
simple to understand, easy to administer and perhaps more impor-
tantly, makes common sense with respect to the traditional princi-
pal that parents are primarily responsible for the education of
their children to the extent they are capable.

The issue of the simplicity of the methodology is also worth of
attention. Congress should authorize one formula for measuring
family ability to pay, and should employ current and realistic eco-
nomic factors in developing this formula. If the end result is an eli-
gibility index, which produces a need too great for Federal funding
of a particular program such as the Pell Grant, the basic economic
assumptions should not be artificially revised in order to produce
an index that accommodates the funding restraints; nor should
these underlying assumptions be revised in order to extend this
index to self-help programs, such as work and loans.

If factors, such as restricted funding, or an intent to assist hard-
pressed middle-income families require that either a rationing or
an expansion factor be employed to achieve the desired results,
then appropriate adjustments should be made to the eligibility
index, not to the basic formula. By adhering in all cases to this one
basic and realistic need formula, we will have removed a great part
of the confusion currently experienced by families trying to under-
stand financial aid.

Again, part of the solution to this problem certainly must involve
the present attempts in the so-called Congressional methodology to
deal with the relatively few special cases. The legislation should
not address these overly specific issues, but leave them to be re-
viewed by the campus aid administrator.

Finally on this topic of simplicity, the actual delivery of these
funds must be made less complicated. The process currently re-
quires a separate set of documents, called the Student Aid Report,
or SAR, for making payment to a Pell eligible student. The infor-
mation showing a student's eligibility is often already known to an

) "4
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institution and is not altered in any way by the use of the SAR.
The enhanced technology now employed by the agencies, such as
the College Scholarship Service, produces equally valid eligibility
indices, no longer necessitating the use of this very expensive SAR
document. This significant expense, which also is a complicating
and redundant step in the delivery process should be eliminated.

Another major need with regards to the Pell Grant program is
institutional integrity. Much has been written about the abuse of
Federal student aid since the last reauthorization, particularly as it
related to the quality of educational programs. It should be appar-
ent that standards must be established that are objective, applica-
ble to the various kinds of institutions now participating in Federal
student aid and regularly monitored by adequately trained and
staff personnel at the Department of Education.

In addition, regulatory relief is needed for those many institu-
tions which are not part of this scandalous problem, and which not
only demonstrate sound administration as custodians of the Feder-
al dollar, but also graduate their students. This relief should not
only be in the form of exemptions from burdensome and inappro-
priate regulations for institutions with satisfactory record,s but
should also come in the form of rewards for incentives for those
whose results exceeds the standards.

The final aspect of the Pell Grant which I would today like to
address deals with the award amounts. We would recommend that
Congress seriously consider the proposals submitted to this subcom-
mittee earlier this spring by the American Council on Education.
Briefly, this recommendation includes the increase of the Pell
annual maximum toas the recent ACE reports suggest, $4,500,
while placing certain limits on how much of this grant could be
used for living expenses as well as for tuition.

I would not support the proposal to front-load Pell Grants in the
first 2 years of a student's education, then eliminate them and re-
quire large loans for the remaining years. This proposal attempts
to solve the problem of high loan defaults more often related to
those students who do not continue their education after 1 or 2
years. Not only is this not the solution to this serious problem, butalso it would send some very disturbing signals to those who aspire
to continue their education past the first 2 years.

Thank you for this opportunity to testify. I commend you and
your fellow Members of Congress for your continued efforts to en-
courage greater access to and greater diversity in higher education.

1 would be pleased to respond to any questions you may have.
[The prepared statement of Father Malloy follows:1
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Mr. Chairman and Members of the Subcommittee:

I am Edward A. Malloy, President of the University of Notre Dame in Notre

Dame, Indiana. I appreciate this opportunity to testify at the Subcommittees's

hearings on the reauthorization of tha Higher Education Act. Consistent with the

intent of today's agenda. I will concentrate my remarks on the Pell Grant, one

of the federal student assistance programs authorized in Title IV of tha Act.

My testimoey will address three aspects of the program: simplicity, integrity,

and award amounts.

The need for more sjeglicity in the administration of all federal student

aid is perhaps no mare apparent than in the Pell Grant. This need is reflected

in the implisilign process, in the gethodeloov involved in determining

eligibility, as well as in the actual delivery of funds.

Just below the surface of the question of simplicity in the applicetion

process is the long-standing debate between two understandably valid positions:

those who argue for keeping this entry point into the world of financial aid as

uncomplicated as possible so as not to serve as a burden or even worse, a

discouragement to those who seek help in the pursuit of higher education ...

versus those who counter that the circumstances of many families require a more

comprehensive approach to determining financial ability. Our recommendation is

to authorize a special 'bypass° process for restricted applicants such as those

who file simple federal tax returns, i.e. IOM's or 1040E2's, or those whose

circumstances do not require their filing any tax returns, e.g. families

receiving public assistance.

The federal application should be designed to address the circumstances of

the vast majority of families. It should eliminate questions that attempt to

address relatively minor exceptions (such as displaced homemakers or dislocated
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workers), and permit the campus financial aid administrator the restricted

authority to deal individually with these cases.

One aspect of the current application process which has created much

confusion for nany families is the section that attempts to define the so-called

"independent student." Congress must once and for all settle on a definition

which is simple to understand, easy to administer, and, perhaps most importantly,

makes common sense in respect to the treditional principle that parents ars

primarily responsible for the education of their children to the extent they are

capable.

The issue of the simolicitv of the methodology is also worthy of attention.

Congress should authorize gm formula for measuring family ability to pay and

should employ iargal and reallitic economic factors in developing this forimla.

If the end result is an eligibility index which produces a need too great for

federal funding of a particular program such as the Pell Grant, the basic

economic assumptions should not be artificially revised in order to produce an

index that accommodates the funding restraints. Nor should these underlying

assumptions be revised in order to extend this °index" to 'self -help" programs

such as work and loans.

If factors such as restricted funding or an intent to assist hard pressed

middle income families require that either a rationing or expansion factor be

employed to achieve the desired results, then appropriate adjustments should be

made to the eligibility index, not to the basic formula. By adhering in all

cases to this gne basic and realistic need formula, we will have removed a great

part of the confusion currently experienced by families trying to understand

financial aid.

Again, part of the solution to this problem certainly must involve the

present attempts in the so called Congressional Methodology to deal with a
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relatively few special cases. The legislation should not address these overly

specific issues but leave them to be reviewed by the campus aid administrator.

Finally on this topic of simplicity, the actual delivery of these funds

must be made less complicated. The process currently requires a separate set of

documents, called the Student Aid Report or SAR, for making payment to a Pell

eligible student. The information showing a student's eligibility is often

already known to an institution and is not altered in any way by the use of the

SAR. The enhanced technology now employed by the agencies such as the College

Scholarship Service produces equally valid eligibility indices, no longer

necessitating the use of this very expensive SAR document. This significant

expense, which also is a complicating and redundant step in the delivery process,

should be eliminated.

Another major need with regards to the Pell Grant program is institutional

injagrity. Much has been written about the abuse of federal student aid since

the last reauthorization, particularly as it related to the quality of

educational programs. It should be apparent that Tjandith must be established

that are objective, applicable to the varlous kinds of institutions now

participating in federal student aid, and regularly monitored by adequately

trained and staffed personnel in the Department of Education.

In addition, regulatory Tenef is needed for those many institutions which

are not part of this scandalous problem and which not only demonstrate sound

administration as custodians of the federal dcllar, but also graduate their

students. This relief should not only be in the form of exemptions from

burdensome and inappropriate regulations for institutions with satisfactory

records, but should also come in the form of rewards or incentives for those

whose results exceed the standards.

3

230



224

The final aspect of the Pell Grant which I would today like to address

deals with the emard opouete. We would recomeend that Congress seriously

consider the proposals submitted to this Subcommittee earlier this Spring by the

American Council on Education. Briefly, this recommendation includes the

increase of the Pell Grant annual maximum to $4,000, while placing certain limits

on how much of this grant could be used for living expenses es well as for

tuition.

I would nal support the proposal to "frentagar Pell Grants in the first

two years of a student's education, then eliminate them and require large loans

for the remaining years. This proposal attempts to solve the problem of high

loan defaults more often related to those students who do not continue their

education after one or two years. Not only is this not the solution to this

serious problem, but also it would send some very disturbing signals to those who

aspire to continue their education past the first two years.

Thank you for this opportunity to testify. I commend you and your fellow

*embers of Congress for your continued efforts to encourage greater access to and

greater diversity in higher education. I would be pleased to respond to any

questions you may have.
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Mr. ANDREWS. Thank you, Father. We are going to complete the
statements on the panel before we go to questions. I would next
call upon Mr. Barton.

Welcome to the committee.

STATEMENT OF DAVID H. BARTON, PRESIDENT COASTAL
TRAINING INSTITUTE AUTOMECA TECHNICAL COLLEGE

Mr. BARTON. Buenos dies, Chairman Andrews, Congressman
Coleman and distinguished members of the committee. My name is
Dave Barton. I am a resident of San Juan, Puerto Rico. I am a mi-
nority there. I am president and principal owner of Coastal Train-
ing Institution, a proprietary vocational school with locations in
Alabama and Fuerto Rico. I am also president of Automeca Techni-
cal College and Automotive Mechanic School with three locations
in Puerto Rico.

I am a graduate of Florida State University where I received an
MBA. I practiced as a CPA for 19 years, and I specialized in serv-
ing proprietary and private non-profit sectors of the educational
community. My area of specialty was financial aid and accredita-
tion compliance. My presentation is divided into five areas, which
are discussed at length in my written testimony which I request be
made part of the record.

Mr. ANDREWS. Without objection, so ordered.
Mr. BARTON. Proprietary schoolswho and what we are. We are

private schools that offer vocation and technical courses to stu-
dents that we believe will be able to get a job upon their gradua-
tion. We are teachers who try to motivate students that have not
had much success with the educational process. We are administra-
tive employees who know that the student is the only reason that
we exist. We are providers to industry of trained entry-level per-
sonnel, who make up the majority of the Nation's workforce. We
are providers of specialized vocational and technical education for
those students or those members of society who are not candidates
for the traditional college experience.

Who are the students that we serve? The typical student grad-
uated in the bottom third of his high school class or may not have
graduated at all. However, over 90 percent of the students who
attend our types of schools have a high school diploma or GED.
The public school system has failed to prepare them to move into
the job market and they need training. They do not generally asso-
ciate success with their experience in school at all. They have very
little experience with success. They come from the lower socioeco-
nomic sector of our society and have little expectation of succeed-
ing in the economic marketplace, but they do come and they do try.

All of these students have a dream. They are asking for help to
achieve this dream. They need encouragement from someone who
believes that they can achieve. They know the only way that they
can break the poverty cycle is to get more education and get a job.
We provide the means to accomplish this dream. Do we succeed in
this mission? I believe the answer is a definite yes. More than 60
percent of our students complete their coursework and graduate.
Of the graduates, over 70 percent are placed in jobs. However,
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these students do not have the money to pay for their training, and
they rely on the Pell Grant.

Without the Pell Grant, the majority of students who attend the
private, vocation and technical schools would not be able to reciive
any postsecondary education at all. The industry that we serve,
graduates from our schools provide the workforce by which this
company operates. We train the entry-level worker for industry. In
1989, private career colleges provided about one-half of the Na-
tion's trained entry-level workers. According to the Department of
Labor's Bureau of Statistics, by 1995, more than half of all jobs will
require education or technical training beyond high school. In that
report, of t.he 20 fastest growing occupations cited by the Bureau of
Labor, 18 are taught by private vocational and technical schools. Of
the 20 occupations with the largest absolute growth in numbers, 13
are also taught by private vocational and technical schools.

We are able to react to the needs of a changing work environ-
ment where the jobs that do not exist today will have to be filled
tomorrow. Since our existence depends on our ability to meet the
needs of the workplace, we are constantly looking for ways to im-
prove our programs and anticipate the needs of industry. This is
our future, as well as the future of our students.

In conclusion, the future of American industry will depend on
how well the educational community provides a well-trained work-
force to supply its needs. This includes scientists, doctors and all
the other professions. However, it also includes the mainstay of the
workforce, the people who do the work, the skilled factory worker,
the medical assistant, the secretaries, the automotive mechanics,
the paramedics, the draftsmen, the computer repairman, the pro-
grammers, and the many other careers for which vocational
schools provide training. These are the students that we train and
we can do it efficiently and promptly.

However, we need your help to see that our students are treated
on an equal basis and not as second class citizens in the financial
aid arena. In the reauthorization process, I ask that the committee
consider not only the educational needs of the students that we
serve, but the social cost of not providing the opportunity for these
students to improve their situation in life. The related costs of un-
employment and crime that result when individuals do not have
productive outlets for the energies of youth can be seen in the ghet-
tos of any of our large cities. The Pell Grant, and the private voca-
tional and technical school are like rays of hope to the vast majori-
ty of the low-income students, thee minority students and those stu-
dents who for whatever valid reason are not in a position to attend
a traditional college.

At Coastal Training Institute and Automeca Technical College,
we believe that the Pell Grant and the private vocational and tech-
nical school are vital parts for the future of these students and for
the future of the American workforce that relies on them today
and will rely on them tomorrow.

Thank you.
[The prepared statement of David H. Barton followel
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Training
Institute

VOUCACION 4 TU /Mower

June 5, 1991

Honorable William D. Ford, Chairman
U.S. House of Representatives
Committee on Education and Labor
2431 Rayburn Howse Office Building
Washington, D.C. 20513

Viirr Congressman Fords

Enclosed is my complete testimony which I would like to have
presented into the record of the hearings on the reauthorization
of the Higher Education Act of 1965. I have alio enclosed a copy
of the summary that I will present to the Committee this morning.

Thank you for giving me the opportunity to present my views on
the Pell Grant Pvograo and its relatiOnship to the student we
',rye in the private vocational and technical school sector of
the education compunity. I hope that the views that I havexpreimed will enable the Committee to have a better
understanding of the roll that our type of school plays in the
development of the young adults of our country end the roll we
play in supplying the notions business community with trained
entry level employees.

Yours very truly,
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RTATEMENT Oriel. DAVID H. BARTON TO THE SUBCOMMITITS

POSTSECONDARY EDUCATION OF ME, UNITED _STATES_ HOUSE or
REPRESENTATIVES COHMITMEE ON EDUCATIO AND LABOR. HEARINGS citi

REAUTHORIZATION OF HIGHER EDUCATICN ACT. JUNE 5. 1991.

CHAIRMAN FORD AND DISTINGUISHED MI:MBERS OF THE SUBCOMMITTEE:

Good morning. My name is DA7ID BARTON. I am a resident of

San Juan, Puerto Rico. I am the president and principal owner of

COASTAL TRAINING INSTITUTE, a prcprietary vocational school with

locations in Alabama and Puerto 12:co. I am also the President of

AUTOMECA TECHNICAL COLLEGE, an aJtomotive mechanics school with

thres locations in Puerto Rico.

I am a graduate of Florida State University receiving my MBA

degree in March of 1970. I practiced as a CPA for 19 years and

from 1972 to 1989 I specialized in serving institutions in the

proprietary and private non profit sectors of the educational

community. My area of specialty was and is in the areas of

financial aid and accreditation compliance. During my years as a

CPA/consultant I have assisted and consulted with over 75 different

vocational and post secondary schools. In this capacity I have

worked very closely with the member's of the Department of Education

in Washington end the Atlanta and New York regions.

In 1996 I acquired COASTAL TRAINING INSTITUTE in Montgomery,

Alabama. In 1988 I moved to Puerto Rico and opened branches in the

towns of Manati, Aguadilla and Fajardo.

My purposia in addressing this committee is to acquaint the

committee with the needs of the students that attend proprietary
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and private non profit vocational schools and how the financial aid

programs of the Higher Education Act of 1965, and in particular the

Pell Grant Program, can meet those needs.

My presentation will biz divided into the following four areas:

1. PROPRIETARY SCHOOLS - WHO AND WHAT WE ARE

2. OUR STUDENTS AND THE FINANCIAL AID PROGRAMS

3. THE ROLE OF THE U. S. DEPARTMENT OF EDUCATION

4. THE INDUSTRY THAT WE SERVE

5. A VISION OF THE FUTURE

2. WHO AND WHAT WE ARE? - We ars private schools which are

operated through a corporate structure which is organized to make

a profit. This however, does not saan that you AUTOMATICALLY sake

a profit, it means that you have the opportunity to make a profit.

We offer courses to students that we believe will result in thsir

being able to got a job upon graduation. We are teachers who try

to motivate students that have not had much success with the

educational process. We are administrative employees who know that

the student is the reason that ws exist, therefore we know that we

must provide the blast possible educational product and

administrative service to those students so that we can continue

to attract new students. We ars providers to industry of trained

entry level personnel who sake up the majority of the nation's work

force.

Ws aro not four year *traditional institutions". We are

prcviders of specialized short term education for those members of

society that are not candidates for tha traditional college
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enerience.

The business of proprietary schools can be likened to the

analogy of a three legged stool, each leg representing a segment

of the business. One leg represents the need MD recruit and enroll

st_dents, one leg represents the need to provide coepetent,

re:event and up-to-date training and the last leg is the need to

find jobs for the students once they graduate. In order to be

successful a school must do all three of these things and do them

ww:l. Without students there is no school. Without coupetent

training there can be no qualified graduates and without qualified

gr4duates there can be no placement in industry. If there is no

placement then you will not be able to recruit in the future. Our

goal is to do 411 of these lements to the best of our ability.

To achieve these goals we provide many services to our students:

we provide counselling for course selection, personal problems and

academic concerns, we provide financial assistance, we provide

timoring services and placement assistance services. Our objective

is to provide an environment that encourages the students to

aeaeve their goals and to graduate from their course. This

orlentation of putting the student first exists in every successful

school because the students ars the reason that we exist.

2. WHO AXE THE STUMM THAT WE SERVE? I will start by

giving you a profile of a typical student. This profile is valid

whether the students are in Alabama or in Puerto Rico. The typical

student graduated in the bottos 1/3 of his/her high school class,

or may not have graduated at all. They generally have bean failed

3
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by the public school system. They do not asiociate success with

their experience in school. As a matter of fact they have not had

mi;:h experience with success at all. They core from the lower

sr:AD-economic sector of our society and have little or no hope of

si::ceeding in the economic marketplace. In many cases their self

steem is so low when they come in for the initial interview that

they are uncomfortable to look you straight in the eye. Silt the

irportant thing is that they come. All of these students have a

dream. They are asking for help to achieve this dream. They need

erzouragement and someone who will believe that they can achieve.

They know that the only way to break the poverty cycle that they

are in is to get more education so they can get a job. We provide

the means to achieve this dream. The students that come to us are

the minimum wage workers who want to upgrade their skills so that

they can get the higher paying jobs; they are the young adults of

the streets who have found out that after a year out of high school

jcbs are scarce when you do not have some kind of training; they

are regular high school students whO cannot afford to attend a

traditional college and take the required four years to get a

degree; they are the young unwed mothers with small children at

hcmas they are middl aged women who are now divorced and must find

a job to help support themselves. One thing almost all these

students have in common is that they do not have the money to pay

fcr college and they rely totally on the FEMORA:4T to supply funds

to pay for their education. Without the present Student Financial

Assistance programs the ;majority of the students who attend the

4
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pr:vate vocational schools would not be able to receive any post

serandary education. These students could not te absorbed by the

pi.tlic system and would be lost in and by the eds..zational process.

The student that attends our type of school d:es not have the

fi-ancial capability to pay for his/her educational training, but

is the one who needs the training the most. Our students rely on

the Pell Grant and other aid to afford them the opportunity to

learn a trade and help them break the poverty cycle.

However, these students also have significant problems. I

wa-.t to be very candid about the problems that we face in

pr:prietary schools. I want to explain that Dien though we try

very hard to provide the right environment for our students, we do

no: always succeed with each of our students. we have problems

with students dropping from classes, we have absentee problems, we

hir:e students defaulting on student loans. This does not mean that

we are not trying or that we are a bad or poorly run school. What

it means ie that we serve a high-risk student. A student who may

dr:pout for any number of valid reasons, none of them havino

anything to do with the quality of the education or the way they

were treated at the school. Our students have mere serious crises

in their lives in one month than we have in a year. An unwed

mother has a baby get sick. A wife is the victim of physical or

Dental abuse at home. The husband or boyfriend looses his job and

they nova. The student looses his/her part time job end must

support the family. Tbe list goes on and on. W have developed

many plans to combat the problems of dropouts and absenteeism. Our

5
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goal is to graduate all the students that we enroll. We know that

tt7.11 objective is impossible but from our perspertive that is good

business for us. The more students we graduate tne more likely our

sc7ool is to be profitable. There are a number of things that we

need to continue to do in our schools to help so:ve these problems

art we are committed to doing everything that is possible to reduce

dr:pouts and defaults and our other problems, and we welcome any

regulation that fairly addresses these issues. However, what is

really needed is the recognition by Congress and the U. S.

De7artment of Education of the student populaLon that we serve.

Tt_s population is by definition a greater ris< to default on a

st-dent loan, a greater risk to drop out. There is a social cost

wh:.ch has long been ignored by the current legislation and

regulation relating to student financial ail:. We are very

cc-xerned by certain assumption that it appears tuft the Department

has about the vocational proprietary schools. :hese are:

a. That a school with a high default rate on its guaranteed

st...dent loans is a bad school, that it does nct provide quality

ed-cation and that it does not try to inform its students about the

na-zure of the guaranteed student loans. The students that the

majority of the proprietary schools serve are precisely the

students who should not receive these loans. Whether a student

repays his loan is not a function of his recognizing his obligation

but more of a reflection of the economic backgro.nd of the student.

Students from the lower socio-economic sector of society do not

have the same ability to pay their debt as students from other

6
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seczors of society.

b. The other consideration is that the mix of financial aid

has changed fios being mostly grants to being stout a 50/50 mix.

Thle has put grants/loans in the hands of the people who ars least

lely to be able to repay them. We applaud the proposal to

inzrease the Pell grant to $3700 by President Bush. This

demnstrates at least a recognition of the fact that the people who

need the most help in paying for their education will receive a

1c7g awaited boost in their ability to pay for their education

whout incurring the burden of a debt that they may be unable to

re;.-ay. This brings me to the role of the U. S. Department of

3. THE ROLE OF THE U. S. DEPARTMENT OF EDUCATION. The recent

r6'..e proposal by the Department of Education regarding the clock

hc-r versus credit hour issue appears to be driven solely by budget

cc7siderations and directed at eliminating the proprietary schools

and their students from the Financial hid Programs. We recognize

that there are some schools that have taken advantage of the

financial aid rules and have not provided the quality training,

tim..ever, we believe that is a separate problem and that the abusers

shzuld be dealt with as a separate issue and not as a blanket

api..-roach to proprietary schools in general. Various proposals that

have come out in the past few years that apply only vocational

prcprietary schools have in effect made a second class citizen out

of the student who for a number of valid reasons cannot or will not

qualify to go to a traditional college by making it impossible to

2 11
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receive coeparable amounts of financial aid at a vocational or

trades school. This sends the message that you are more important

if you go to the traditional colleges than if you go to a

vocational school and become a draftsman, a secretary, a computer

oFerator, a mechanic or any of the other occupations that

vocational schools can prepare you for. The proposed clock hour

versus credit hour rule is such an attempt by the Department of

Education to create two classes of students. If they want to

insure compliance with financial aid rules they should increase the

oversight function, but do not punish the poor ani minority student

wto is struggling to succeed in a world where the odds are already

stacked against him/her. I have included in my written statement

mcre on this subject and the members of the committee can find the

details of this discussion in that document. Ws say that there is

no such thing as a separate but equal system for vocational school

students. We believe that the rules be this sae* tor all the

students and not differentiate between the traditional colleges and

tts trade and technical schools.

We must emphasise that even though we eery* as described

earlier, higher risk students coming fros lower income ard/or

minority families, our success in providing education to these

students is ispressive. The following statistics speak of the

success of private vocational schools and our students:

a) over SOS of the students who graduate from a private

vocational school get placed in jobs.
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b) sore than 604 of our students complete their course work

and graduate.

c) over 901 of students attending private vocational schools

har.'e a high school diploma or GED.

d) minorities represent 40% of enrollment in trade and

tezhnical schools as compared to 25% for community colleges and 194

in four year colleges.

4) in 1909 private career schools produced about ons-half of

the nation's trained entry-level workers.

These figures more than justify the need to strengthen, rather

than weaken, the educational opportunities of students attending

our schools and the commitment on our part, with the support of the

federal and state governments, the accrediting agencies and the

industrial end business community, to see that our type of

institutions are mar. fully developed rather than placed at the

ft:moss of the educational effort in our nation.

4. TUE INDUSTRY TWAT WE SERVE - Graduates from our schools

provide the work force by which this country operates. The role

that our schools play In the educational community is to train the

entry level worker for industry. These workers generally come from

the poor or lower piddle income groups in society. Most of the

tics they are minorities.

According to the Department of Labor's Bureau of Labor

Statistic*, by 1995 *lore than half of all job*"Jill require

education or technical training beyond high school. Of the 20

fastest growing occupations cited by the Bureau of Labor Statistics

9



237

13 are taught by the private vocational colleges and schools. Of

the 20 occupations with the largest absolute increase in the number

of sobs 13 are oleo taught by the private vocational colleges and

scnoo1s. We ars the supplier of the nation's work force. We aria

able to react to the needs of a changing work environment where

3cbs that do not exist today will have to be filled tomorrow. We

work closely with employers to stay abreast of their changing

needs. Since our existence depends on our ability to meet the

needs of the work-place we are constantly looking for ways to

irprove our programs and anticipate the needs of industry.

At this time, I would like to stress the economic impact of

private career schools in the economy of the commonwealth of Puerto

Rico and the importance of our students to industry in the island.

Puerto Rico's 101 private career schools provide education to

61.081 students a year. Over 10,744 graduate annually. The

schools are a positive economic asset to the state both as a

business and as an educational institutior.

First, private career school graduates -aka a continuing

contribution to the economy because of their improved productivity.

Each graduate will earn an additional $114,000 in his or her

lifetime because of their education.

Second, private career schools are businesses which pay

salaries, buy goods and services from other businesses and pay

taxes to local, state and federal governments. The schools pay

$100 per student in corporate and property taxes to local, state,

and federal governments.

10
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Third, private career schools provide education at a much

lc.er cost than is possible in public community colleges. Each

etzdent enrolled in a private career school saves Puerto Rico

taxpayers over $3,587.

These figures show a great deal of diversity among Puerto

Rizo's private career schools. Private career schools offer

pragrame ranging from 300 hours in length to graduate degrees.

Private career schools vary in sits from less than s dozen students

tc thousands.

Private career school education is an investment in the

future. Earnings increase as a result of specialized vocational

d4cation. Graduates of private career schools have higher

pecsonal incomes and pay sore taxes. Research suggests that, on

average, a student with vocational education after high school will

maks $2,857 year more income than a high school graduate. Over

a 40 year career, the private career school student will arn

$114,280 more than the high school graduate. The state tend federal

government will collect 846,900 extra tax dollars from the

grracluate. A small investment today pays-off for a lifetime.

Private career school atudents are successful. The annual

graduation rate is 77 percent, with 40 percent of the graduates

placed in Jobe immediately. The graduation and placement rats

cooperss favorably with other sectors of poptsocondery education

ill the state. Tor example, the graduation rats of students in

public community colleges is about 45 percent.

11
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Private career schools are businesses. Gross revenues of the

sc'lools are estimated to be $275.1 million. In addition, studente

are spending more than $354.3 million tor living costs. This

$69.4 million is an important contribution to the state economy.

Puerto Rico's private career schools employ over 1,046 people.

Ike school employees pay $6.6 million in income taxes to the state

ard the schools pay $8.5 million in corporate taxes to the state.

it. $15.1 illion paid to the state of Puerto Rico does not include

federal taxes or property taxes paid to local tax districts.

5. THE FUTURE - In conclusion, the future of American

Irtustry will depend on how well the educational community provides

a ..4111 trained work force to supply its needs. This includes

&dentists, doctors, attorneys, accountants and other

prfeseionals. However, it also includes the mainstay of the work

force. The people who do the work, the skilled factory worker,

tta doctor's assistant, the secretaries, the automotive mechanics,

tte paramedics, the draftsmen, the computer repairmen and

przgrammers. These are the people, the students that we train and

we can do it fficiently and promptly. However, we need your help

to see that our students ars treated on an equal basis, not as

seZond class citizens. In the reauthorization process, I ask that

the Committee consider not only the educational needs of the

st.adents that we serve but the social costs of not providing the

opportunity for these students to improve their situation in life.

The related costs of unemployment and crime that result when

individuals do not have productive outlets for the energy of youth

12
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can be seen in the ghettos of any large city. The Pell Grant and

the vocational schools are the rays of hope for the low income

and/or minority student who for whatever valid reason is not in a

position to attend a traditional college. At Coastal Training

Institute and Automoca Technical College we believe the role of the

Pell Grant and the vocational schools in vital for the future of

these individuals and for the work force that American business

relies on tcnday and will rely on tomorrow.

I am including as part of my testimony additional documents

that I would like the Committee to review

above statements. These ars;

1. Summary of the Issues in Reauthorization

2. Latter to Ms. Carney M. McCullough relating to the clock

hour vs. credit hour issue.

3. Letter to Resident Commissioner Jaime D. Fuster

e. Advertisement - THE DAY THE EARTH STOOD STILL

5. Letters from companies who employ our graduates

a. Letters from our students

THANK YOU.

in conjunction with my

2 17
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SUMMARY Of THE ISSUES IN REAUTHORIZATION
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REAUTHORIZATION TO THE HIGHER EDUCATION ACT OF 1965
THE PRIVATE vOCATIONAL SCHOOL STUDENT AND THE MARKET PLACE

SUMMARY OF THE ISSUES

I. STUDENT ACCESS- WE BELIEVE THAT THE STUDENTS SHOULD CONTINUE TO
HAVE THE OPPORTUNITY TO CHOOSE THE TYPE OF SCHOOL THAT HE/SHE WANTS
TO ATTEND AND THAT THE PRESENT "STUDENT BASED" AID BE CONTINUED.

Z. FUTURE ENPLOYMENT NEEDS- THE JOB MARKET NEEDS THE GRADUATES
THAT COME FROM PRIVATE VOCATIONAL SCHOOLS. IN 1989 50% OF THE
TRAINED ENTRY LEVEL WORKERS WERE GRADUATES OF PRIVATE VOCATIONAL

SCHOOLS.

3. STUDENT LOAN DEFAULTS- STUDENT LOAN DEFAULTS ARE A PROBLEM.
HOWEVER, THEY ARE NOT DIRECTLY RELATED TO ANy GROUP OF SCHOOLS BUT

To THE TYPE 07 STUDENTS THEY SERVE. THE POOR AND THE MINORITY
GROUPS ARE HIGH RISK BORROWERS, BUT DOES THIS MEAN THEY SHOULD Be

EXCLUDED. WE ARE WORKING ON DEFAULTS AND THE DEFAULT RATE FOR ALL
PRIVATE VOCATIONAL SCHOOLS HAS GONE DOWN 13.2% SINCE 1986.

4. CLOCX HOUR VS. CREDIT HOUR- THE ISSUE HERE IS wHETHER OR NOT
A PRIVATE VOCATIONAL SCHOOL STUDENT SHOULD BE ABLE TO RECEIvE THE
SAME GRANT AS A TRADITIONAL COLLEGE STUDENT. THE DEPANTHENT OF
EDUCATION PROPOSED RULE WOULD REQUIRE A VOCATIONAL STUDENT TO SPEND
900 IN CLASS TO RECEIVE A FULL GfiANT RIME A TRADITIONAL COLLEGE
STUDENT MAY SPEND AS LITTLE AS 360 HOURS IN CLASS AND RECEIVE A

FULL GRANT. THIS SAYS THAT YOU ARE MORE VALUABLE As A CITIZEN IF
YOU ARE ABLE TO GO TO A TRADITIONAL COLLEGE. WE DO NOT RELIEvt
THAT THIS IS THE MESSAGE TO SEND TO ouR YOUTH.

S. ABUSES- THERE ARE SOME ABUSES OF THE FINANCIAL AID SYSTEM BY
BOTH VOCATIONAL SCHOOLS Amp THE COLLEGES AND UNIvERSITIES. THIS IS

A SEPARATE ISSUE ?HAT SHOULD BE DEALT WITH ON ITS OWN. THE
VIOLATORS SHOULD BE ELIMINATED FROM THE SYSTEm, BUT THE SYSTEm
SHOULD NOT BE SCRAPPED BECAUSE OF THE ABUSES OP A FEW.

6. TAXPAYING SCHOOLS- THE PRIVATE VOCATIONAL SCHOOLS HAvE A
SIGNIFICANT EFFECT ON THE COMMUNITIES THEY SERVE. OUR SCHOOLS IN
PUERTO RICO HAVE AN ANNUAL PAYROLL OF APPROXIMATELY $14,000,000.
IN ADDITION To PAYROLL TAXES WE ALSO PAY CORPORATE INCOME TAXES,

PROPERTY TAXES, EXCISE TAXES; THESE ARE NOT PAID BY PUBLIC
INSTITUTIONS. OUR TOTAL EMPLOYEES NUMBER OvtR 650 AND THE
MULTIPLIER EFFECT OF THEIR SPENDING CONTRIBUTES SIGNIFICANTLY TO
THE ECONOMY OF THE TOWNS IN WHICH WE OPERATE. THE SAME IC TRuE OF
THE PRIVATE VOCATIONAL SCHOOLS IN YOUR STATE.

IN SUMMARY, THERE ARE MANY KORB ISSUES THAT WILL 82 CONs IN

THE DEBATE CONCERNING THE REAUTHORIZATION OF THE HIGHER EDucATION
ACT OF 1965, BUT WM BELIEVE THAT THESE ARE THE MOST slommiciurr.
la ASK THAT THE MEMBERS OF CONGRESS wEIGH ALL THE PACTS AND ATTEMPT
TO SORT oUT THE ISSUES CLEARLY AND NOT LINK ITEMS THAT DO NOT

BELONG ON THE EDUCATION AGENDA.

2 1
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REAUTHORIIATION OF THE HIGHER EDUCATION ACT OF 1965
THE PRIVATE VOCATIONAL SCHOOL STUDENTS AND THE MARKET PLAcE

POINTS TO CONSIDER

BACEOROUND- IN THE PAST FEW YEARS THERE HAS BEEN A SIGNIFICANT
MOUNT or CRITICISM LEVELED AT PRIVATE VOCATIONAL SCHOOLS AND THE
FINANCIAL AID SYSTEM WHICH FUNDS THESE STUDENTS. THESE CRITICISMS
WE BELIEVE ARE DRIVEN BY BUDGET CONSIDERATIONS AND BY A MISINFORMED
OR UNINFORMED POPULACE. WE BELIEVE THAT THE INTENT OF THR
LEGISLATION IS BEIM/OVERLOOKED IN TM/ARDENT DESIRE TO BALANCE THE
SUDGET. THE KEY ISSUES THAT WE BELIEVE NEED TO BE ADDRESSED ARE:
STUDENT ACCESS, EMPLOYMENT MOS FOR THE FuTuRE, STUDENT LOAN
DEFAULTS, AND ENFORCEMENT OF TEE FINANCIAL RULES. WE BELIEVE THERE
ARE SONE PEOPLE WHO HAVE A BIASED VlEW OF OUR TYPE OF SCHOOLS. THIS
HAS COME ABOUT BECAUSE OF SONE ADVERSE PUBLICITY HAVING TO DO WITH
A rim UNCONSCIONABLE SCHOOL ADMINISTRATORS WHO RAVE TAKEN ADVANTAGE
OF STUDENTS AND THE FINANCIAL AID BUTEN. IT Is IMPoRTANT TO KEEP
IN MIND THAT THESE 'MIA REPORTS REFLECT THE PRACTICES OF ONLY A
FEW OT THE PRIVATE VOCATIONAL SCHOOLS. THIS IS A SEPARATE PROUD/
AND SHOULD NOT BE CONSIDERED AS A REASON FOR EXCLUDING THE PAST
MAJORITY OF voCATIONAL SCHOOLS AND STUDENTS WHO ARE TRYING THEIR
UST TO PROVIDE AND RECEIvE A QUALITY EDUCATION. THE U.S.
DEPARTHENT OF EDUCATION APPEARS TO SE TRYING TO EXCLUDE THAT
PORTION OF THE POPULATION WHICH NEEDS THE MOST FROM EDUCATION.
THESE ARE THE POOR. WITHOUT AN EDUCATION WHICH WILL ENABLE THEM TO
GET A JOS THEY WILL NOT BE AIME TO BREAK THE PovERTY CYCLE.
ULTIMATELY, THIS WILL IMPOSE GREATER COSTS TO THE GOVERNMENT.
THIS IS ALSO THE PoRT1ON Or THE POPULATION WHICH soCIETY NEEDS MORE
THAN ANY OTHER SECTOR TO NAVE EDUCATIONAL OPPORTUNITIES. THIS
SECTOR, /HE VoCATIONAL SCHOOL STUDENT IS GENERALLY TNE POOR WHITE,
THE BLACK COMMUNITY, AND THE HISPANIC COMMUNITY. THESE SEGMENTS OF
THE POPULATION IN GENERAL ARE THE ONES NHO NEED THE OPPORTUNITY TO
GAIN MILLS AND A DECENT PAYING JOB. THIS 111 THE ONLY WAY THEY
WILL GET OFF THE WELFARE AND TRANSFER PAYMENT ROLES.

KEY ISSUES

1. sTuDENT ACCESS- wmo SHOULD GET STUDENT AID? WHAT IS THE
PURPOSE OF STUDENT AID? WHAT IS GOING TO BE THE INTENT OF THE
LEGISLATION THAT REAUTHORIZES THE HIGHER EDUCATION ACT OF 1965?
THESE ARE WHAT WE coNSIDER THE REAL ISSUES TO BE DEALT WITH DURING
TH2 REAUTHORIZATION PROCESS. THIS IS WHERE THE TOUGH DECISIONS ARE
GOING TO BE MADE. ARE WE W/LLING TO PROPERLY ADDRESS THESE
QUESTIONS? IT IS HERE THAT WI MAKE OUR CASS AS VOCATIONAL SCNOOL
OWNERS THAT IT IS PRECISELY THE STUDENTS THAT Wt SERVE THAT CAUSES
THESE QUESTIONS TO 22 SO cRITICAL. WILL THE REAUTHORIZATION TREAT
THE VOCATIONAL STUDENT AS SECOMD CLASS CITIZENS AND PROVIDE A
"SEPARATE RUT EQUAL° SYSTEM OF FINANCIAL AID SYSTEM? TmIs sum
WOULD SEND A STRONG AND ;MISTAKABLE SIGNAL TO THE NON TRADITIONAL
COLLEGE SOUND STUDENT THAT THEIR LIVES AND THEIR CONTRIBUTIONS ARK
W WI SAME OR AS IMPORTANT AS THE "COLL101-BoUND YOUTH". IS THIS
THS MESSAGE WE WANT TO SEND TO OUR YOUTH?
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LETS TALK ASOUT OUR STUDENTS

OVEA SO% OF THE STUDENTS WHO GRADUATE FROM A PRIVATE
VOCATIONAL SCHOOL GET PLACED IN JOBS.

MORE THAN 60% OF OUR STUDENTS COMPLETE THEIR COURSE WORK AND
GRADUATE. THIS COMPARES FAVORABLY TO 58% FOR FOUR YEAR COLLEGES
AND 43% IN COMMUNITY COLLEGES.

OVER 90% or THE STUDENTS ATTENDING PRIVATE VOCATIONAL SCHOOLS
HAVE A HIGH SCHOOL DIPLOMA.

MINORITIES REPRESENT 40% OF ENROLLMENT IN TRADE AND TECHNICAL
SCHOOLS AS COMPARED TO 25% FOR COMMUNITY COLLEGES AND 19% IN rouR
YEAR COLLEGES.

IN 1989 PRIVATE CAREER SCHOOLS PRODUCED ABOUT ONE-HALF OF THE
NATIONS TPKINED ENTRY-LEVEL WORKERS.

2. Ffl'w,IE EMPLOYMENT NEEDS- ACCORDING TO THE DEPARTMENT OF LABOR'S
8UREA4 OF LABOR STATISTICS, BY 1995 HORS THAN HALF OF ALL JOSS WILL
REQUIRE EDUCATION OR TECHNICAL TRAINING BEYOND HIGH SCHOOL. or THE
20 FASTEST GROWING OCCUPATIONS CITED BY THE BUREAU OF LABOR
STATISTICS 13 ARS TAUGHT BY THE PRIVATE VOCATIONAL COLLEGES AND
SCHOOLS. OF THE 20 OCCUPATIONS WITH THE LARGEST ABSOLUTE INCREASE
IN THE NUMBER OF JOBS 13 ARE ALSO TAUGHT BY THE PRIVATE VOCATIONAL
COLLEGES AND SCHOOLS. WE ARE THE SUPPLIER OF THE NATIONS WORK
FORCE. WE ARE ABLE TO REACT TO THE NEEDS OF A CHANGING WORK
ENVIRONMENT WHERE JOBS THAT DO NOT EXIST TODAY WILL HAVE TO BE
FILLED TOMORROW. WE WORK CLOSELY MTN EMPLOYERS TO STAY ABREAST OF
THEIR CHANGING NEEDS. SINCE OUR EXISTENCE DEPENDS ON OUR ABILITY
TO MEET THE NEEDS OF THE WORK-PLACE WE ARE CONSTANTLY LOOKING FOR
WAYS TO IMPROVE OUR PROGRAMS AND ANTICIPATE THE NEEDS OF INDUSTRY.
THIS IS OUR FUTURE AS WELL AS THE FUTURE OUR STUDENTS.

3. STUDENT LOANS AND DEFAULTS- STUDENT LOAM DEFAULTS ARE A
PROBLEM FOR EVERY SECTOR OF POSTSECONDARY EDUCATION. HOWEVER,
THERE ARE A rim ITEMS THAT NEED TO BE DISCUSSED TO PUT THE DEFAULT
QUESTION IN PERSPECTIVE. THERE IS RESEARCH THAT INDICATES LOAN
DEFAULTS AT A COLLEGE, UNIVERSITY OR A PRIVATE CAREER SCHOOL AMA
LARGELY DUE TO THE TYPE OF STUDENT SERVED. WITH THIS IX MIND IT IS
NOT SURPRISING THAT DEFAULT RATES ARS HIGHER AMONG PRIVATE CAREER
SCHOOLS. WE SERVE WHAT 12 CONSIDERED THE °HIGH RISK* STUDENT- THE
POOR, FEMALE, FROM A MINORITY GROUP, WITH NO HELP FROM PARENTS AND
GENERALLY OF LOWER ACADEMIC ABILITY. THESE STUDENTS ARE BOUND TO
DEFAULT AT A HIGHER RATE THAN THE TRADITIONAL COLLEGE STUDENT.
ANOTHER CHANGE MAS TAKEN PLACE IN THE FINANCIAL AID STRUCTURE OVER
THE LAST 10 YEARS. IN 1950, GRANTS CONSTITUTED 40% OF THE TYPICAL
STUDENT AID PACAA01, TOPAZ GRANTS MAKE UP ONLY 29% OF THE STUDENT
AID PACKAGE. OF THE STUDEWTSIMO ATTICODPRIVATE VOCATIONAL SCHOOLS
OVER SO% MUST RNLI ON FINANCIAL AID TO SECURE THEIR TRAINING.
NOWNVKN, TOO SHOULD ASK WHAT ARE 142 DOING TO HELP CURS THE DEFAULT
PROBLEM. THROUGH OUR ACCREDITATION ASSOCIATIONS WE NAVE
ESTABLISHED A DEFAULT MANAGEMENT INITIATIVE WHICH 22 DESIGNED TO

Or;1
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HELP BOTH scHOOLS AND STUDENTS PREVENT DEFAULTS. THIS PROGRAM IS
AN EDUCATION PROGRAM DESIGNED TO TEACH STUDENTS ABOUT DEBT AND THE
RESPONSIBILITY FOR MANAGING AND REPAYING IT. WE HAVE HELD MORE
THAN 100 WORKSHOPS AROUND THE COUNTRY DESIGNED TO ASSIST THE SCHOOL
ADMINISTRATORS IN DEALING WITH THE DEFAULT PROBLEM. SINCE 1986,
THE DEFAULT RATE AT PRIVATE CAREER SCHOOLS HAS DECREASED 13.2%
HowEVER, WE DO NOT BELIEVE THAT THIS IS THE ULTIMATE SOLUTION. wE
BELIEVE THAT A SIGNIFICANT SHIFT IN THE STRUCTURE OF THE FINANCIAL
AID SYSTEM IS NECESSARY TO CORRECT THE PROBLEMS THAT PRESENTLY
EXIST. WE BELIEVE THAT AN ENHANCED PELL GRANT FOR THE FIRST TWO
YEARS IS PREFERABLE TO LOANS. LOANS SHOULD BE AVAILABLE TO
STUDENTS WHO ARE IN THE UPPER DIVISION OF COLLEGES ANDumlwasITIEs. THESE ARE STUDENTS WHO ARE IN THEIR 3RD OF 4TH YEAR
OF COLLEGE AND WHO ARE ALSO THE MOST LIKELY TO REPAY THEIR LOANS.

4. CLOCK VS. cRED1T HOURS- THIS DEBATE IS STRICTLY A BUDGETARY
ISSUE. THERE IS NO BASIS IN FACT OR TRADITION THAT CAN SUPPORT
GRANTS FOR "REGULAR COLLEGE" STUDENTS ON A BASIS SIGNIFICANTLY
DIFFERENT THAN THOSE FROM A VOCATIONAL COLLEGE BASIS. IF THERE WAS
ANY BASIS FoR SUCH A POSITION IT WOULD HAVE BEEN PROPOSED BY THE
ACCREDITING BODIES AS A REASONABLE AND RATIONAL BAsIS MEASURING
ACADEMIC PROGRAMS. THE U.S. DEPARTMENT OF EDUCATION HAS A PROPOSED
RULE THAT REQUIRES VOCATIONAL STUDENTS To ATTEND 900 CLOCK HoURS OF
INSTRuCTICW TO REcEIvE A FULL GRANT AND ALLOWS A "REGULAR COLLEGE"
STUDENT TO RECEIvE A FULL GRANT WITH A MINIMUM OF 360 CLOCK HOURS
OF INSTRUCTION. THIS CANNOT BE VIEWED AS ANYTHING BUT
DISCRIMINATORY. THIS CREATES A SECOND CLASS CITIZEN OUT OF ANy
STUDENT WHO DOES NOT ATTEND A TRADITIONAL COLLEGE. THIS SENDS THE
MESSAGE TO THE VOCATIONAL STUDENTS, TYPICALLY A MINORITY oR A
FEMALE FROM A DISADVANTAGED BACKGROUND, THAT THEIR CONTRIBUTION AND
THEIR IMPORTANCE To SOCIETY IS SOMEHOW LESS THAN THE STUDENT WHO IS
ATTENDING A TRADITIONAL COLLEGE. WE DO NOT BELIEVE THAT THIS IS 1HE
MESSAGE THAT THE CONGRESS INTENDED TO SENO TO THIS SECTOR OF
SOCIETY OR THE MESSAGE IT PRESENTLY WANTS TO SEND.

S. ABUSES- wE HAVE HEARD A LOT ABOUT ABUSES OF THE FINANCIAL AfD
SYSTEM. WE BELIEVE THE ABUSES SHOULD BE DEALT WITH EFFECTIvELY AND
THAT THE SYSTEM SHOULD BE STRICTLY ENFORCED. HowEvER, FOR THE
MINORITY OF PROPRIETARY SCHOOL OwNERs wm0 ABUSE THE sYSTEN THERE
ARE mANy WHO DO THEIR BEST TO PROVIDE THE BEST QUALITY EDUCATION
THAT IS POsSIBLE FOR THEIR STUDENTS. THE ISSUE OF AsUsE is A
SEPARATE ISSUE.

6. TAXPAYING SCHOOLS- THE PRIVATE VOCATIONAL SCHOOLS ARE
TAxPAYERS. WE MAKE A SIGNIFICANT CONTRIBUTION TO THE ECONOMY OF
THE COMMUNITIES WE SERVE. WI EMPLOY APPROXIMATELY 650 PEOPLE IN
OUR PUERTO RICO OPERATIONS AND HAVE AN ANNUAL PAYROLL OF
APPROXIMATELY $14,000,000. IN ADDITION TO PAYING SIGNIFICANT
AMOUNTS OF PAYROLL AND RELATED TAXES, WE PAY CORPORATE INCOME
TAxES, PROPERTY TAXES, EXCISE TAXES; WHICH PUBLIC COLLEGES DO NOT
PAY. THE PAYROLL THAT WE PAY HAW; A SiONIFICANT NuLTIPLIER arm=
IN THE COMMUNITIES WHERE WE HAVE CAMPUSES. Wg ALSO SPEND
SIGNIFICANT AMoUNTS or MONEY FOR MATERIALS, SUPPLIES AND EQUIPMENT.
WHEN ONE OF THE SCHOOLS GETS INTO TROUBLE, ALL THAT IS EVER HEARD



246

IS THAT THR SCHOOL RECEIVED XXXX DOLLARS OF FEDERAL FUNDS. THERE
IS NEVER A MENTION OF WHAT HAPPENED TO THE MONEY. THE TRUTH IN
MOST OF THOSE SITUATIONS IS THAT IT WENT TO PAY PAYROLL FOR
TEACHERS, ADMINISTRATIVE STAFF, AND TO SUPPLIERS; AND NO? TO THE

OWNERS. THIS IS SY NO MEANS TRYING TO JUSTIFY ANY WRONG DOING ?NAT
MAY HAVE TAKEN PLACE, BUT MERELY AU ATTEMPT TO WINO ALL THE FACTS
TO LIOHT AND TO PLACE THE SITUATION IN PERSPECTIVE. WE BELIEVE
THAT THE COUNTRY IS WELL SERVED BY THE PRIVATE VOCATIONAL SCHOOL
INDUSTRY AND rwmrww ARE SIGNIFICANT CONTRIBUTORS TO THE ECONOMY OF
THE NAMION.

IN SUMMARY, THERE ARE MANY MORE ISSUES THAT WILL COMPRISE THE
DEBATE CONCERNING THE REAUTHORIZATION OF THR HIGHER EDUCATION ACT
OF 1965, BUT WE BELIEVE THAT THESE ARE THE MOST SIGNIFICANT. WR
ASK THAT THE MEMBERS OF CONGRESS WEIGH ALL THE FACTS AND ATTEMPT TO
SORT OUT THE ISSUES CLEARLY AND HOT LINK ITEMS THAT DO NOT BELONG
ON THE EDUCATION AGENDA. AS A GROUP, WE WANT TO PROVIDE THE REST
POSSIBLE EDUCATION TO THE YOUTH 0? AMERICA; RECOGNIZING TNAT NOT
ALL YOUNG ADULtS ARE CAPABLE OP GOING TO A TRADITIONAL COLLEGE AND

THAT THEY DESERVE CHOICES AND OPPORTUNITIES LIKE THE TRADITIONAL
COLLEGE BOUND STUDENT.
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LETTER TO MS. CARNEY M. MCCULLOUGH RELATING TO THE CLOCk HOURS
VERSUS CREDIT HOUR ISSUE
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OCTOBER 29,1990

.110,t0011111&%/11111111114., b.e.

EDUCATION&

SYSTEMSINC

MS. CARNEY M. MCCULLOUGH, CHIEF
PELL GRANT POLICY SECTION
DIVISION OF POLICY AND PROGRAM DEVELOPMENT
errIce OF STUDENT FINANCIAL ASSISTANCE
U.S. DEPARTMENT OF EDUCATION
400 MARYLAND AVENUE SW
REGIONAL OFFICE BUILDING *3, ROOM 4318
WASHINGTON, D.C. 20202-.5346

SUBJECT, 34 crR PART 668, STUDENT ASSISTANCE GENERAL PROVISIONS,
PROPOSED RULE, DATED OCTOBER 1, 1990

DEAR MS. MCCULLOUGH;

THIS LETTER IS WRITTEN TO EXPRESS THE CONCERNS OF THE STAFF AND
STUDENTS OF OUR SCHOOLS REGARDING THE PROPOSED RULE MENTIONED IN
THE SUSJECT ABOVE. OUR CONCERNS RELATE TO THE INEQUITIES THAT
ALREADY EXIST IN THE RULES AND REGULATIONS AND THIS PROPOSED RULE
ONLY MAKES THESE INEQUITIES MORE PRONOUNCED AND PUNITIVE TO THE
STUDENTS WHO ATTEND VOCATIONAL SCHOOLS. WE WILL ADDRESS WHAT WE
CONSIDER TO BE THE MOST SIGNIFICANT OF THESE CONCERNS AND
ATTEMPT TO CLARIFY WHY WE BELIEVE THAT THE PROPOSED CHANGES ARE
NOT IN THE BEST INTEREST OF THE STUDENTS WHO ATTEND VOCATIONAL
SCHOOLS OR THE COUNTRY IN GENERAL. WE BELIEVE THAT QUALITY
VOCATIONAL TRAINING IS ESSENTIAL TO THE WELFARE OF THE NATION.
THE POINT IS NOT HOW CAN WE PUNISH THE PROPRIETARY SCHOOLS. THIS
PROPOSED RULE ASSUMES THAT VOCATIONAL EDUCATION IS NOT A
NECESSARY PART OF THE ECONOMY AND THAT THE PRESENT SYSTEM IS
EQUITABLE. THESE ISSUSES AND THE ISSUES OF BUDGETARY CONCERNS
AND STUDENT ACCESS TO FINANCIAL AID WILL SE DISCUSSED IN THE
FOLLOWING PARAGRAPHS.

1. STUDENT ACCESS- THIS QUESTION COULD ALSO DE TERMED
VOCATIONAL SCHOOLS VS. TRADITIONAL COLLEGES. THIS PROPOSED RULE
CLEARLY IDENTIFIES THOSE STUDENTS WHO CHOOSE TO STUDY AT A
TRADE/VOCATIONAL SCHOOL AS A SECOND CLASS CITIZENS. IF A STUDENT
CHOOSES TO GO TO A :UNIOR OR SENIOR COLLEGE, ME/SHE IS A FULL
TIME STUDENT IF ME/SME TAKES 12 CREDITS A SEMESTER. THIS MEANS
THAT ME/SHE WILL SE IN CLASS 12 HOURS A WEEK FOR IS WEEKS OR THAT
TME STUDENT WILL SPEND ISO CONTACT HOURS IN CLASS PER SEMESTER.
THUS, IN TWO SEMESTERS A STUDENT AT A 'TRADITIONAL COLLEGE WILL
RECEIVE 360 HOURS OF CLASSROOM INSTRUCTION. FOR THIS PER100 THE
STUDENT WILL RECEIVE A FULL GRANT. THE TYPICAL VOCATIONAL SCHOOL
STUDENT WHO ATTENDS A CREDIT HOUR PROPRIETARY SCHOOL MAO TO

PM Milos IWO *arm SDNadas. Nolo (POO) M4141 / Wit Mean
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ATTEND A MINIMUM OF 540 HOURS or CLASSROON INSTRUCTION (THIS IS36 CREDIT moues OF ATLEAST 13 CLASSROOM HOURS EACH). THIS TIME
FRAM COULD BE LONGER Tr ANY Of THEIR CLASSES INCLUDED LABORATORY
TIME WHICH IS CONVERTED AT 30 HOURS or INSTRUCTION FOR EACHCREDIT HOUR. THIS EQUATES TO A VOCATIONAL STUDENT HAVING TOATTEND 190 HOURS MORE THAN A TRADITIONAL STUDENT. THIS IS THESYSTEM THAT IS SUPPOSED TO BE ABUSIVE ACCORDING THIS PROPOSEDRULE? THE VOCATIONAL emoamr 18 ALREADY ATTENDING 50% MORE TIMEIN THE CLASSROOM THAN THE °TRADITIONAL* STUDENT. THE PROPOSEDRULE WILL MAKE THIS DISPARITY EVEN GREATER AND MORE PUNITIVE ONTHE VOCATIONAL STUDENT. WE RECOGNIZE THAT TRADITIONAL THOUGHTPROCESSES NAVE SAID THAT STUDENTS MUST SPEND TWO HOURS OUT OFCLASS FOR EACH HOUR IN CLASS AT TRADITIONAL CCLLEGES AND THATTHIS ADDS TO THE TIME SPEND BY THE TRADITIONAL STUDENT. ITSHOLIM ALSO BE RECOGNIZED THAT VW,ATIONAL STUDENTS SPEND TIME OUTOF CLASS WORKING ON ASSIGNMENTS ANO STUDYING. OUR SURVEYSINDICATE THAT OUR STUDENTS SPENT APPROXIMATELY 1.5 HOURS OUT OFCLASS roe EACH HOUR IN CLASS. HOWEVER, WE BELIEVE THAT THISINFORMATION IS IRRELEVANT BECAUSE we DO NOT BELIEVE THAT YOU CANRELATE HOURS OUT OF CLASS TO HOURS IN CLASS WITH INSTRUCTORSTEACMING AND ASSISTING THE srummrs. THE ONLY MESSAGE THAT WECAN SEE IN THE PROPOSED RULE IS THAT THE DEPARTMENT OF EDUCATIONHAS DECIDED THAT STUDENTS AT VOCATIONAL SCHOOLS ARS NOT ASIMPORTANT A$ TRADITIONAL STUDENTS AND THAT A CAREER IN AVOCATIONAL, OCCUPATIONAL FIELD IS NOT AS IMPORTANT AS A "QUOTE"TRADITIONAL COLLEGE CAREER. WE BELIEVE THAT THIS SENDS AMESSAGE TO THE SEGMENT OF SOCIETY THAT IS SERVED BY VOCATIONALSCHOOLS, THIS MESSAGE IS THAT 1r YOU DO NOT COME FROM ABACKGROUND WHICH ALLOWS YOU TO QUALIFY AND/OR BE ACADEMICLY
PREPARED TO SO TO A TRADITIONAL COLLEGE THEN YOU ARE NOT ENTITLED
TO THE SAME AMOUNT Of FINANCIAL ASSISTANCE OR THE SAME QUALITY OFEDUCATION. THE DEPT Of EDUCATION MUST ADMIT THAT A QUALITYEDUCATION ON ALL LEVELS REQUIRES MONEY TO PAY FOR INSTRUCTORS AND
EQUIPMENT AS WELL AS OTHER NEEDED ITEMS.

2. EXAMPLES OF ABUSE- WE WOULD LIKE TO ADDRESS THE EXAmPLES OFABUSE THAT WERE CITED IN THE PROPOSED RULE. THE EXAMPLE OF THEram WEEK CASINO DEALER COURSE IS A VERY INTERESTING COURSE TO USEAS AN EXAMPLE. FIRST,IT WILL ALMOST ASSUREDLY BE DEEMED AN ABUSE
BY ANYONE WHO IS OPPOSED ro GAMBLIN3 ON MORAL GROUNDS. ALSO, THEUSE OF A DEALER COURSE CAN NOT BE CONSIDERED BY ANYONE AS A
REPRESENTATIVE EXAMPLE OF WHAT IS )4APPENING IN THE INDUSTRY AS AWHOLE. THIS EXAMPLE ALSO DOES NOT ADDRESS THE ISSUE Of WHETHEROR NOT THE COURSE WAS APPROVED BY AN ACCREDITING BODY OR WHETHERTHE STUDENTS ATTENDING THE COURSE GRADUATED AND GOT JOBS. OTHER
QUESTIONS WHICH MIGHT 96 ASKED IS WHETHER THE COURSE WAS ACCEPTED
IN THE INDUSTRY (I.E. WAS IT A QUALITY PROGRAM). THUS, rma ISSUEAS TO WHETHER THE STUDENTS AND THE PUSLIC WERE SERVED SY THESCHOOL CANNOT St TOLD FROM THE LIMITED INFORMATION WHICH ISPRESENTED. WE BELIEVE THAT THE throasiATIoN IS PRESENTED IN SUCH Aromm AB TO MISLEAD THE READER AND NOT TO SIVE THE COMPLETEPICTURE.

THE SECOND EXAMPLE WHICH SAYS THAT A 900 CLOCK HOUR PROGRAM TMATWAS MADE INTO 49 SEMESTER HOURS THUS BEING QUALIFIED AS TWO
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*CADE.= YEARS. THERE IS NO QUESTION THAT THIS CAN BE
ACCOmPLISHED. mOwEVER, A NUMBER or RELEVANT FACTS ARE MISSING
mom THIS EXAMPLE. 1. A STUDENT CAN ONLY RECEIVE ONE PELL GRANT
DURING A CALENDAR YEAR THAT °MINS ON JULY I AND ENDS ON JUNE 30.
THEREFORE, IN ORDER TO RECEIVE TWO GRANTS THE PROGRAM HAD TO BE
SIGNIFICANTLY MODIFIED. THE BEST ASSUIPTION IS THAT THE NUmBER
or CONTACT HOURS THAT THE STUDENT WENT TO SCHOOL PER wEEK WAS
PROBASLV REDUCED FROM SOMEYHINS IN EXCESS or 24 mOuRS PER wEEK To
12 HOURS A WEEK, THIS WOULD MEAN THAT THE COURSE WOULD HAVE TO
SE INCREASED mom A mAXIMUM Of APPROXIMATELY 30 WEEKS IN LENGTH
TO 75 wEEKS IN LENGTH. CERTAIN THINGS CAN BE KNOWN FOR SURE, THE
CHANGE IN RENT EXPENSE ANC OTHER FIXED OVERMAD ITEM WOULD HAVE
TO DOUBLE. THERE WOULD SC SOME INCREASE IN TEACHERS SALARIES
UNLESS ALL TEACHERS ARE PART-TIME WHICH IS HIGHLY UNLIKELY.
ANOTHER FACTOR IS THAT THE RETENTION IN THIS PROGRAH WILL BE
SIGNIFICANTLY REDUCED IF YOU MAKE THIS TYPE OF CHANGE. THE
RESULT OF THIS CHANGE IS THAT THE INSTITUTION WILL NOT COLLECT
TWO FULL PELL GRANTS AND STAFFORD LOANS ON ALL STUDENTS. THE
PROBLEMS THAT THIS INSTITUTION WILL HAVE MAY BE JUST BEGINNING.
OTHER QUESTIONS WHICH NEED TO BE ASKED OR CLARIFIED ARE WHY WAS
THE PROGRAM CHANGED, WERE THERE GOOD AND VALID REASONS FOR THE
CHANGE. IT MISHT HAVE SEEN BECAUSE OF COMPETITVE CONDITIONS THAT
REQUIRED THE SWITCH. IT COULD HAVE BEEN THAT COSTS HAD RISEN TO
A POINT THAT REQUIRED A TOTAL REVAMPING OF THE AMMAN. AS CAN BE
SEEN FROM A CURSORY EXAMINATION or THE TWO CASES WHICH THE
DEPARTMENT SELIEVES TO SE ABUSES or THE SYSTEM THAT THE
DEPARTMENT HAS OMITTED SIGNIFICANT INFORMATION THAT MIGHT CAUSE
THE READER TO COME TO A DIFFERENT CONCLUSION IF HE KNEW MORE
ABOUT THE SCHOOL INVOLVED. NOWHERE IN EITHER EXAMPLE IS THE
CONSIDERATION OF WHETHER OR NOT THE SCHOOL PROVIDED QUAL:Tv
EDUCATION OR DID IT HAVE SIGNIFICANT PLACEMENT SuCCESS. DID THE
GRADUATES GET JOBS. WHAT THE DEPARTMENT OF EDUCATION IS DOING IS
REACTING TO THE ADMINISTRATION'S BUDGET PROBLEMS AND THE 'FACT
THAT IT IS EASY TO SET SUPPORT FOR CHANGES WHICH AFFECT THE FOR
PROFIT SECTION OF THE EDUCATION COMMUNITY. WE ACKNOWEDGE AND
DEPLORE THE FACT THAT WE HAVE HAP A FEW UPETHICAL OPERATIONS IN

OUR SECTOR BUT THAT IS NO REASON TO PUNISM EVERYONE FOR THE

VIOLATIONS AND ABUSES OF A FEW, ESPECIALLY THE STUDENTS IN OUR

SECTOR.

3. STUDENTS SERvED- AS THE CLOSING SEGmENT Of OUR LETTER WE

BELIEVE THAT IT IS IMPORTANT THAT THE ISSUE OF THE STuDENT
PopuLATION THAT IS SEWED SY vOCATIONAL SCHOOLS SE DEFINED AND

EXAMINED IN LIGHT Of THE CRITICISM THAT THEY RECEIVE. OUR
STUDENTS HAVE GENERALLY BEEN FAILED BY THE PUPLIC SCHOOL SYSTEM.

THEY DO NOT HAVE A HISTORY OF SUCCESS IN THE PUBLIC EDUCATIONAL
PROCESS AND IN FACT DO NOT HAVE MUCH OF A HISTORY AT ALL WITH

MING SUCCESSFUL. THEY COME MOSTLY mom THE LOWER SOCIO-ECONOMIC
SECTOR or OUR SOCIETY WITH LITTLE HOPE OF CLImBING THE SOCIO-
ECONOMIC LADDER OF SUCCESS. IT 12 OUR JOB TO GIVE THEM THIS
OPPORTUNITY, OuR JOS TO HELP THEM BREAK THE CYCLE. OUR STUDENTS
ARE GENERALLY NOT ouALIFIED TO SO TO A TRADITIONAL COLLESE. THIS

IS CAUSED BY TWO REASONS. I/THEY DO NOT HAVE THE EDUCATIONAL
BACKGROUND TO QUALIFY FOR ENTRANCE IN A TRADITIONAL COLLEGE AND

21 THEY DO NOT SEE THEMSELVES AS "BELONGING° IN THE TRADITIONAL

3
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COLLEGE SETTING. THEY BELIEvE THAT THEY WOULD rA1L BECAUSE THEy
BELIEVE THAT DO NOT Fir IN. THESE STuDENTS ARE GENEFALLY VEPI
FOOF AND DO NOT HAVE THE SAmE FEELING ABOUT DEBT ',HAT m1DDLE
AmEF:CA DOES. THEY TEND TO HAvE MORE CRISIS IN THEIR LIVES THAN
WE h-AvE EVER DREAmED OF. MANY OF THE STUDENTS ApE uNwED mOTHEPS
WHO APE ON SOME SORT OF WELFARE AND APE TRYING TO WEI*. THE
POVE=1TY CYCLE. IT IS OUR OPINION THAT THESE APE PRECISELY THt
STUCENTS WHO NEED THE MOST HELP FROM OUR GOvERNMENT BECAUSE
WITH3UT SOBS THESE STUDENTS EITHER STAY ON WELFARE OR HAvE A
TENDENCY TO BECOME INVOLVED IN CRIME AND DRUGS. IN MANY CASES wE
ARE 7HE ONLY HOPE FOR THESE STUDENTS. wE DO NOT SUCCEED WITH ALL
Or THESE STUDENTS, HOWEVER IF wg ONLY SUCCEEDED WITH 40-50% or
THESE STUDENTS THEN WE BELIEVE SOCIETY WOULD BE JuSTLy SEPvED By
THE EXPENDITURE OF FUNDS.

YOUPS VERN, TRuLy,

TON, PRESIDENT
TH EDuCATIONAL SYSTEmS, INC.

212(-3
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LETTER TO THE HONORABLE JAIME B. FUSTER

4.sio
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COMMONWEAUN

EDUCATIONN.

SYMMS

OCTOBEz .11, 1990

HONORABLE JAIME B. FUSTER
RESIDENj commisstoNER
UNITED STATES HOUSE Or REPRESENTATIvES
SAN JLAN, PUERTO RICO

DEAR mg. FUSTER,

THIS _ETTER ACCOMPANIES OUR RESPONSE TO A PROPOSED RULE BY THE
U.S. DEPARTMENT OF EDUCATION tCOPY OF PROPOSED FuLE AND OuR
RESPONSE ATTACHED). WE REPRESENT THE MANAGEMENT OF INSTITUTO DE
BANC*, COASTAL TRAINING INSTITUTE AND AUTOMECA TECHNICAL COLLEGE.
OUR INSTITUTIONS SERVE OVER 10,000 STUDENTS IN vARIOuS VOCATIONAL
AREAS AT TWELVE CAMPUSES LOCATED IN PUERTO RICO. WE HAVE OVER
850 EmPLOyEES WITH AN ANNUAL PAYROLL Or APPROXIMATELY
*14,0C1,000. WE REPRESENT ONLY A SMALL PORTION OF 7HE VOCATIONAL
SCHOOLS ON THE ISLAND AND AS YOu CAN SEE WE MAtE A PEASONABLY
SIGNIr!cANT ImPACT ON THE ECONOMY OF THE TOWNS AND CITIES WE
sERvE. HowEvER, THE EFFECT Om OUP SCHOOLS OF THIS FFDPOSED PuLE
IS BL7 A PART OF THE PROBLEM. IN PUERTO RICO, THERE IS A
SIGNIFMANT NEED FOR THE TRAINING Or OUR YOUTH, ESFECIALLY THE
ECONOm:CALLY AND SOCIALLY DISADVANTAGED SEGMENT OF OUP SOCIETY.
THESE STUDENTS ARE THE ONES TWAT WILL DE ADVERSE0 AFFECTED BY
THIS F=OPOSED RULE. THE EFFECT IS THAT MANY SUCCESSFUL. F7OGRAMS
OF S-JDY WILL NOT QUALIFY FOR GRANTS AND LOANS IF THIS PROPOSED
RULE IS ALLOWED TO STAND AS IS. THE IMPACT ON THE GRANTS THAT
THE STUDENTS WOULD BE ALLOWED TO RECEIVE IN OUR SCHOOLS ALONE
WOULD SE IN EXCESS OF *10,000,000. WE ONLY REPRESENT THREE OF
OVER 500 PRIVATE SCHOOLS LICENSED BY INSTRUCCION PUBLICA.
THEREFORE, YOU CAN SEE THE FAR REACHING EFFECT OF THIS PROPOSED
RULE 3N OUR STUDENTS AND THE EFFECT OF THE ECONCPW OF PUERTO
RICO. WE ESTIMATE THAT AS MUCH AS *300,000,000 IN PELL GRANTS
FOR TI.,E ISLAND ARE AFFECTED.

AS YOu $NOW, THE UNEDUCATED AND UNTRAINED LOW INCCmE SEGMENT OF
SOC1E-e IS A BREEDING WOUND FOR CRIME AND VIOLENCE. WITHOUT OUR
TYPE OF SCHOOL THESE POTENTIAL STUDENTS DO NOT HAVE SUFFICIENT
WPM-UNITIES TO BETTER THEMSELVES AND BECOME CONTRIBUTING
MEMSEPS Or SOCIETY RATHER THAN A NUMBER IN THE CRIME STATISTICS.
FOR -HIS REASON AND THE REASONS STATED ABOVE, WE ASK THAT YOU
PLEASE READ OUR RESPONSE TO THE PROPOSED RULE. IF YOU AGREE,
PLEASE SUPPORT OUR POSITION. WE BELIEVE SUPPORT FCR OUR POSITION
IS SUPPORT FM THE FREE ENTERPRISE SYSTEM AND THE PHILOSOPHY THAT

48 -70e 0 - 82 - 9
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AU. mEmBEAI Cr SOCIETY SHOULD SE TREATED FAIRLY AND EQUALLY. NoT
ALL STUDENTS ARE SUITED TO SE TRADITIONAL COLLEGE GRADuATES, OUT
THEY DESERVE THE SAME OPPORTUNITIES. OUR INSTITUTIONS GIVE THEN
THOSE OPPORTUNITIES, BUT WE NEED YOUR HELP TO INSLmE THAT THE U.

IL DEPARTmENT or EDUCATION DOES NOT TREAT THESE STUDENTS AS
SECOND CLASS CITIZENS SIMPLY BECAUSE THEY ARE NOT TRADITIONAL
COLLESE STUDENTS. WE BELIEVE THIS IS NOT THE MESSAGE THAT SHOULD
SE SENT TO OUR STUDENTS.

THANK you FOR YOUR CONSIDERATION IN THIS HATTER. wE WOULD OE

PLEASED TO NEST WITH YOU TO FURTHER DISCUSS THIS HATTER IF YOu
SHOULD DESIRE.

YOURS VERY TRuLY,

411.1iTer'iT.L, PRESIDENT*70 -

ITUTO DE BIANCA
INSTITUTE

71AL

TRAINING

( 0114, idt
FIDEL ALOMSO VALLS, CHAIRMAN
INSTITUTO DE SAWA
COASTAL iRAêNfNG INSTITUTE

IECTR L. DRill, CHAIRMAN
AUTJECA TECHNICAL COLLEGE
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ADVERTISEMENT - THE PAY THE EARTH STOOD STILL
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STILL.

6..10 a in. No !iglus. no hrel,
no _foot &ft a.m. No %my

as Me Mower TIO
Cot son't Mil Me
plsone dead 7-.30

NO NIS of Me COMM:
910 am. '.oboely Of «wk.

The doors ore forked
and ever)ones sone.
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Eicalrxiam, PlithansCx. Cilfriptrier Oftentitn. medical technicians. secretaries. What would life be hke

lohwit mmo.c VilfCCY COlkrs and If4 schoula and the people they educate' When you Mink about ts. Csid

meld:1y life and our hit.oneime'i pretty much depend on them.

The tact ts. our workplace s chongmg Today three out of four job. require specific skilh. and private career

collegm and Irak whooh are where many workers get them.
.-

Emph.yers have come to depend on private career colleges and trade whool. In fill their ongoing demand for

high-quality. dolled labor And that demand i. growing at. technology becomes more crimples. Consider tho

of the l.milbiwt *Went. who will graduate from private career whoa* this year. mer SO percent will

immediately find job* in then cluoen gamer Thai . became private carett college and trade .chnul graduates

Mt the Vow:MIA roomy that'. Limping a kit of American business in boilesS.

f. nil there '. wenething eke. For many wokilleil Americans, private career colleges end trade schuoh

together with duiknt financial aid ono the bed holm of moving firward To a good job. With a

fauns.

So whether the owe n giving one postai the abdity to break Imo a new Catter. helping employers to

break into new markets. more and Mare people am COMIng 10 Maw that we a// have a stake in Amenco's

private career colleges and trade sehnols.

PRIVATE CAREEll COLLEGES AND TRADE SCHOOLS
Because America's SAills are America's Future

2f;3
BEST COPY AVAILABLE
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LETTERS FROM COMPANIES WHO EMPLOY OUR GRADUATES

264
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CNA CASUALTY OF PUERTO RICO
MANUFACTURERS TRUST INSURANCE COMPANY
11011104NRIP 1110111.1*0 NM a *MINN * *10120TPL

19 di entro de 1991

Sr. Pidarl Alanso

Presidents
J.-ta do Direotores
lratituto de Banco

!lofts Rivera 996
Pzadras. P.R. 00921

Sr. Alonzo:

Sirva la present* par* espresar nuestro aoradecznzento en relacinn

a log aarviciva qua nem,* reczbzdo da la Oficina dor Colocaclonas

del instItuto de /WM ROC1nro de Rio Piedras,

La ofxcina rind* un *err/lois) rapIdo cada ye: roe se le es sequerzdo

servicZo d* poszbles candidatos a plazas disponzblas on nuostra Compania.

A su yes, nos arise* un scoozdo de jOvenes con nucha dzsposzcien

trabajo,

Alli n L. macho

Dapartanento de Personal

A:.

CNA
Can BOX 7012S. San Awl. Pu Iwo xca 90936 TO MOM 101-0707 au 111091 43.5633

Clam Oi Pot TO 15091 751-0607 Fax S609)193.i216

"-
4.. ,) .)

(if-17
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January 16, 1991

Mk. Dave Barton
President
Coastal Training Institute
205 Mlleos Rivers
Fajardo, Puerto Rico C2640

Deer Mx. Sextons

Pall Puerto Rico Facilities
carr, I9a Kra CI 4 Frapsdo. Nano Leo COW
Phone SN-Sa3. trz.

Marirng Addevu
P.O Boa 729
Fajardo. Puma Rico 0104441

Coastal Training Institute has been offering to the community of
Fajardo, both private and the industrial sector, a series of
edUcational courses much needed in this area.

The service they have been giving has been very goad.

Mincer" ypeis,

4,
joalle. Rivera Gutierrez
Director of Personnel

JARG/Tus

2Sf;
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ROCHE PRODUCTS INC.

Z .Uta l' 1 13,

January 17, 1991

Mr. Dave Barton
Presidnt
Grupo Educative 1, Rance
Ave. Nunes Rivera 996
Rlo Piedras, P.R. 00924

Dear Mr. "'erten,

It is with greet pleasure that we congrulate you, end the
irstitution you represent, for the excellency in ducation of
th Coastal Trainning Institute, Monett Caepue. In the past
three years there has been a great impact of your alueeni in
the local banking, industry and commerce.

OLir company, a phareaceutical, has benefited of your
graduates. specially those involved in lectronics and
cosputer olenes. You ars helping us in the attaining of
ens of our main goals, the proteealonal improvemnt of all of
our asoaistea.
Me lash you th. best success In your future endeavors.

111 ly,

Carlos S. Rater, O.
Medical Director

-7
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agyaan011xviw4gietep91140.
MEDICINA INTERNA

SOX 12003* CARARRA HEIGHTS STATION 00922-'i:

14 de ene4v de 14:1

Fictei 42044o Va4212
P4e4aente
2e2ta de 44-4ectime4

64qp0 edacac4h 2 Banca
Avenida ilkulai Rtye4a 996

14v Pied4a4, Pue4to &pc) 00925

141-Lmado 4e4o4 44,44o:

De4ea1o4 expne4a4te at Coa4ta4 74a4Aing YULtute, 4ec.Latv de

Manati, 1We4t4a 4at-i.42czan pv4 404 4424ViC404 OARC4204 de e4a

4.44t.L.ttec.44n a nue4t4a vfAcApa, a t4avi4 de 404 e4tuaInte4 04a-

duado4. 4/ch4tamo4 at CO*344a1 a gue comt4nue COR eac 1abo4 edu-

cett-Lya.

Pic

Atentafiumia,

26S
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January 16, 1991

Mr. Dave Barton
President
Costal Training Institute
205 Hullos Rivera
Fajardo, Puerto Rico 00648

Dear Mr. Barton;

By these means we wish to inform that Costal Training
Institute is an educational firm that is, and has been,
preparing personnel inorder to get a better employment.

I personnally have used the services of Costal
Training Institute inquiring for a secretary; and have
found that they are well prepared.

One suggestion I would like to make is that the
english language be included in the secretarial course as
it is a demand in the majority of the manufacturing
companies.

If you have any questions, please do not hesitate
to contact the undersigned.

Regards,

,..aeo-e----At
Israel Garen&
Vice President

P.O. OM 1127 Fajardo, P14110 feCO 001148(500)5284010-(804)1631820Fas posy 81104128

Ns newortna num
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TIM
AllINUOUP
MIR= RIC0

Mx. Dave Barton
President
rrostal Treinning Inktitute
Fajardo, P.R. 00648

Dear Mr. Barton:

JAnuary 16, 1991

I am please to inform you that tho students who
our company, have performed very well in the areas
assigned.

We appreciate your interest for oux industry,
continue to sponsor your programs and youx students.

ch

Sincerely,

worked for
they were

and we will

444-5e- 1--.
Adiiin N. cols
Personnel nager

Two swat Orme Mart Mar tag. inallultele 600011011110 lIe. .11411augaw3.P0. ion 1072. Asee,Au. WON
TIIIIIIIM11011 Wet 10044110 au* 04/4

279
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17 de enere

Er. Fidel Alone('
Frtsidente Junta de Direrteree
Institute de Banes

Muhce Rivera 0998
Pt: Piedras. PR 00927

Estimado sesior Alenso:

Deseamos reconeeer el esfuereo y aportacien iue realize el
Institute de Banos, en desarrellar los futuros profesionales de
Puerto Rico.

Nuestro Bence, zonoee la Talield de sus egresad:r per lc lue
e: Instituto de Hance figura en nuestres .ntes de
rtelutamientc.

Le eghortamos a cont:nusr brirdande el rerv::ic de
freelencia acostumbrada.

EF.`rd

Cordislmente.

:,ari T. iaggi
Asietente de Reeursis :iumanor

G.P O. BOX 4 MI SAN JUAN, PUERT 0 RICO 009J6 GRUPO BANCO enzAckenCATA,ESPAAA
TELEX )25-204 " FAX 711-2111, 157-15Z5 TEL. 724.37,17
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ta,operatives die ishorro y cridito
DR. MANUEL ZENO GANOLA

. OM, Pars4 t ER vAND SHOPPiNG CENTER MO PIEDRAS. P 4 ma T ELS 752 90III, 7321014

16 de enero de 1991

Sr. Fidel Alonao Valls
President
Junta doi Directores
Instituto de Banco
Rato Rey. Puerto Rico 0093E

Satimado seRor Alonso Vallas

Nuastra oficina ha utilitado por varies Mice, los marvicios de
la oficina de omplitis, Recinto do San Juan don Instituto qua
ustod prosids. Deseamos exprasar nuestro agradecisiento por la
cortssfa. ficiencia y prontitud con qua siompro se ha atendido
nuestra. peticiones por pert. del parsonal di esa oficina. Do
igual forma Is ignificamos nuostro raconocimiento a la calidad
del personal qua bosom reclutado.

Confiamos en poder continuer utilisando sus sorvicios y de
igual forma aervir di fuonto de sepia* para egrisados dal
Institute.

Cordialionte,

a (
Norma I. Santana
Oficial de Operacionos

C A C1JE%T A ASE OL R ADA HAST 4 140 000 00 POR UNA AGE KM MI. CASIERNO IPItOSADCOOP)
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COOPERATIVA DE AHORRO Y CREDITO DE CIALES
Carr Promo al Apar tado S4 4$ C.*** P R AS38
Tr 87 MC 871 1810 sn Iwo FAX it' : 840

15 de enero de ?;.1

Sr. Fidel Conso
Presidente
Junta De Directcres
3rupo EducatIvo
Ave. Munoz R.I.:era 7±W)

Plc Piedras PR

Estimado seMor A;,:nso:

Deseamos indare lo .contento clue estamos ci'n la lat:- reilizada
:on los estudiantes graduados del Costal Tra,ning at. rec:nt

de Manati.

Aprovec'.amos :a cp.)rtunidad para sugerir.e preparani

sus estd:antes en el carpo de la tanca.

Siempre a SuS oraenes.

:crdlalmente.

%

Felix Luis Muftiz Rosario
AdminIstrador

ERB

273
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IS de eneto de 1991

St. Fidel Alon6o Volts
Pte6idente
lnatituto de Sane.:
Cagey, Puento Rico 00634

E6t4.on4d0 Se. Aton60:

pe6e0 exoneaante nueatno agnadecimiento 4 udeed y
au oSicina empteo pon ta coopenaciön bnindada 4
nueatna en% i en et negenido de eandidato6 allamente
catiiieodo6 en et Alta de Ttcnicoa en Etect%onica.

C44e4.46 4 6U apottcman ttenamo6 doa po6icione4 en nueetna
empteaa eon eatudiantea de au inatitucien.

Lea deaeanoa tnito en et nuevo oaf, y tea exhontanoa a
continuan con au eneetente tabon.

E6t4006 4 614 diapoaicidn 44 cuatouien ayuda que le
podam06 beind44 en nue6t emp4t44.

Atemtamente,

5,1Kat.
Hada C. Mc ci
Aaialente de Itteu4004 nuntan04

tOBOX IO CAM. NUM RICO 001IN TSUna= ISM rimentase Au PON 7214231 gun

`Tachnatogy Aed Malty From People My Cane
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LETTERS FROM OUR STUDENTS

4.75
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Mr. ANDREWS. Thank you very, very much, Mr. Barton.
Our fmal witness on this panel is Mr. Barry Busada, Vice Presi-

dent of the Diesel Driving Academy, Inc. in Shreveport, Louisiana.

STATEMENT OF G. BARRY BUSADA, DIESEL DRIVING ACADEMY,
INC., SHREVEPORT, LOUISIANA

Mr. BUSADA. Chairman Andrews, members of the subcommittee
and subcommittee staff, I would like to introduce myself as Barry
Busada and tell you just a little bit about our school, Diesel Driv-
ing Academy. We operate commercial truck driving schools in the
States of Louisiana, Arkansas, Mississippi, Alabama and Tennes-
see.

I would like to also let you know that today I am representing
the Association of Certified Trucking Schools, which I will call
ACTS for short. These schools are schools that have gone beyond
accreditation. They are all accredited, but they have taken a volun-
tary step to have their courses certified by the Professional Truck
Drivers' Institute of America. This institution was started and
setup by the trucking industry itself, along with its insurance carri-
ers and a number of other trade associations that are related to the
trucking industry.

Our schools believe that Pell Grant eligibility should be extended
to so-called short courses. When I say short course, I am referring,
of course, to the courses that are less than 600 hours in duration.
We believe that policy should not diegriminate against vocational
training. When you eliminate courses less than 600 hours, that is
exactly what you are talking about doing. We believe the focus in-
stead should be the quality of the courses and not on the duration
of them. For instance, the 300 hour training courses which our
schools offer is recognized and acceptable to the Department of
Transportation, the Federal Highways Administration, the Profes-
sional Truck Drivers' Institute of America, as well as the trucking
industry itself.

Our student can typically be described as someone who is over 30
years old, many of whom come from minority backgrounds and
they are people that need to get back into the workforce quickly.
They are not 18- or 19-year-olds living at home with mom and dad.
In many cases, they are mammy and daddy themselves. They need
to get back into the workforce and become taxpayers again and put
food on the table. We can acc:mnplish this through our short-term
courses in truck driving.

Our schools all have in common high completion rates. We also
have very high placement rates, typically over 90 percent. It is
ironic that the administrationin fact, it is sad that the adminis-
tration will propose eliminating any school that has courses less
than 600 hours from participating in Federal financial aid at all,
much less Pell Grants.

This leads me to ask the question: Why 600 hours? What is so
magical about this number, 600 hours? How does it insure quality
education? We think we have a model that could possibly be a solu-
tion to this problem. That is the PDIE model, where the focus is on
the program and its curriculum and the equipment used to train
students, not how long the course is, but how good is it.

256
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We obviously meet a demand in the trucking industry. There is a
need for over 350,000 drivers a year in this country. That is esti-
mated to continue like that each year through the turn of the cen-
tury. They start out at very high salaries. Generally speaking, it is
$24,000 a year plus benefits. So we are training for real jobs and
for an industry that needs these people as employees. They need
them highly trained and they need them safety conscious also.

In conclusion, I think what I am talking to you today about is
fairness and quality. I think it can be solved with those two words.
Fairness, in that we shouldn't discriminate against students at-
tending short courses in vocational training. And quality, because,
obviously, we need to tie any expenditure of Federal money to
quality, and we all seek quality education.

We think that is what certification by a third party, an industry,
private enterprise source, can do for the educational system. We
believe that such certification in conjunction with accreditation can
provide the types of assurances that would allow Federal Pell
Grant money to be expended in both the socially acceptable as well
as a cost-effective manner. However, should Congress decide not to
place greater reliance on Pell Grants vis-a-vis the student loan pro-
grams, there are a number of other seriuus issues in that student
loan program that are of great concern to AM'S' members. We
would refer you, the committee, to our submission to the subcom-
mittee on April 8, 1991, and would ask that that be included in the
hearing records. We think that that will provide some further de-
tails on our positions on the program as a whole.

In conclusion, I think you realize the importance of a quality vo-
cational education. We look forward to working with the members
of the subcommittee and your staff to insure that vocational educa-
tion is indeed a viable option for all Americans in the future. I
would be very happy to answer any questions that any of you
might have.

Thank you for this owortunity to speak today.
Mr. ANDREWS. Thank you very, very much.
The written statement that you submitted will be, without objec-

tion, entered into the record.
Mr. BUSADA. Thank you.
[The prepared statement of G. Barry Busada followc)

2S-7
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Mr. Chairman, Subcommittee Mambas, and Subcommittee Ma my name is 13.

Barry Busada, and I am Vice President af Diesel Driving Academy, Inc, which operates

commercial truck driver training schools in the States of Alabama, Arkansas, Louisiana,

Mississippi, and Toucan*. I am appearing here today on behalf of the Association of

Certified Trucking Schools, better known as "ACTS', to discuss the eligibility for Pell

grants of so-called 'shod courses" offered by vocathtml trainh* 'chock "Short =uses"

are generally considered to be those that ane 600 dock bans or less in length.

Acrs amenity canine of seven schools, with various training sites around the

counny. All members of ACI'S hate been accredited by a naticeally-recognized

accrediting body. They have also taken the additkeal step of having their cane content

and method of training evaluated and certified by an independeet industry-spomered

body, the Professional Truck Driver Institute of America, Inc. (7IDIA1). Unlike

accrediting agendes, which we finandally supported by the schools they review and focus

on an institution's business practices, PTDIA conducts a rigorous on-site inspection of

the phyrjral plants of the training schoob and evaluates curricula =tent to determine

that students receive adequate training and have a reasonahk, prospect of getting a job

upon graduation.

PIMA wu established in 1985 by a broad-based coalition of trucking companies,

imurance companies, drivers, equipment and component manufscturen and suppliers,

private carriers, and related tide 111110ditiOOF PIMA wn established in respome to

a perceived need on the part of the trucking indust;y to ensure quality entry-level

commercial driver trial* PIDIA has developed a comprehensive program for

2
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evaluating commercial driver training counts based on objective criteria. The criteria

used by PUMA were established in comultation with all segments of the trucking

industry, and are based on model curricula and driver training materials developed by

the Federal Highway Administration. The Federal Trade Commission has recognized

PIMA certification in one of its recent Consumer Action Alerts directed to prospective

truck driver training school students. Gwen* courses at 44 schools in 23 states have

been certified.

rdigragitigildlia
Acrs believes that all studeuts, whether they attend a coilege of higher education

or a vocatkmal trade school, should be eligible for Pell gams, subject only to reasonable

requirements relating to &andel need. ACIS believe* that studentsattending vocadonal

trade schools offering shim cotuses should hate the some legal right to scans Pell grants

as students attending other types of schools., Thus, no disdnedons with regard to

eligibility should be made merely on the basis el the type of school attended or length

of amuse alone. To do so would antomatically exclude a significant segment of the

population front taking advantage of combating education. Rather thao singling out

sloes:local trade schooh for eedusion. Cowen should refocus its efforts to mane that

each student receives a quality and assail education, regardless of the type of school

encoded, the subject studied, or the length of the course in which he or she is enrolled.

That is, the student should not padnate without being prepared for his or her chosen

profession, nor should he or she be trained for a caner which does not ads'.

Financial assistance such as Pell greats is critical to enabling students to attend

many vocadonsl arbor*, including the typical ACIS whoa The typical ACM school

offers a PIDIA-certified short =UM of 300 dock boort However, all FIDIA-certified

Ofli4 7 t
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schools meet the Department of Transportation's requirements for 300 course hours. The

approximately 147.5 student dock hours of training required by PTDIA is the recognized

benchmark for quality in the truck driver training industry.

The average student of an ACIS school is in his or her 30's, has a family, and

is unemployed or under-ernployed. The student is often a member of a minmity group.

Family financial obligations often make a student's attendance at school difficult, if not

impossible, without federal financial assistance. The student's employment and family

status also make it virtually impossible for the student to commit to courses of more than

600 clock hours Requiring attendance at courses of such long duration will liltely result

in higher drop-out rates for all of the foregoing reasons, if not for lack of interest

There are other reasons why Pell grants should be made available to students

attending short-anuse vocational trade schools. Short term vocational courses offered

in an industry where there is a true prospect for a job will allow an unemployed student

to enter the work force sooner, and will allow an under-employed student better access

to a higher-paying position. In the case of the typical ACTS school, approximately 80-

85% of the students graduate and approximately 80-9096 of those graduatts are placed

in jobs which pay an annual starting salary of about S24,000 S26,000, plus full benefits.

Clearly, the sooner these students are able to enter the svork force, the sooner

they can contribute to society as tax-paying citizens. It is obvious that over time these

new workers (which include ability-to-benefit students in the same graduation/placement

proportion) will more than pay back in taxes the cost of the Pell grants expended for

their vocational training. Quickly turning students into tax-paying citizens through fair,

non-discriminatory access to Pell grants is a much more desirable result than having to

deal with all of the meshy cost and other complications of student loans that is.

f I I
4, ) L
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defaults, lender-of-last resort problems, loan servicing problems, interest subsidies to

lenders, and other difficulties which have already been explored by this Subcommittee.

Unfortunately, we now see attempts to exclude students who choose to attend

short courses (which are mostly offered by vocational trade schools) from Pell grant

eligibility. We believe that the true goal of the Administration's proposal to limit Pa

grant eligibility to 600-hour coursa is to exclude vocational trade school students. This

would be counter-productive for several reasons.

Aside from the fact that the 600-hour limit is totally arbitrary and inherently

discriminatory, it may very well prompt many schools to extend their courses without

sufficient educational justification. Worse yet, a ''short course' of that length may

discourage many students from attending vocational trade schools. As noted, in the case

of ACTS' member schools, because of family and other financial obligations, the typiral

student may not be able to take the time necessary to attend such a course. Nor is the

600-hour limit sound public policy on its face. Who is to say that 600 hours

automatically equals a quality education? And, why should we arbitrarily delay a

student's entry into the work force when he or she can take a vocational course of

shorter duration (i.e., 300 or less hours) that adequately prepares him or her for a

productive, tax-paying career? As was mentioned previously, both the Federal Highway

Administration and the motor carrier industry, as well as the nundreds of supporters of

PTDIA. recognize that an entry-level driver can be adequately trained in far less than

600 clock hours.

This is not to say that there should be no limits on which students or short

courses should be eligible for Pell grants. Reasonable need requirements are

appropriate. Beyond that. ACTS suggests a solution for the Subcommittee's

46-709 0 - 91 10
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consideration. VIDIA course certification provides a model that could be used in other

vocations to ensue that a short term came is of high quality and adequately prepares

a student for a real career, such that Pell grants should be awarded regardless of course

length. MINA course certification is a model that Congress should require all industry

sectors to embrace as a meam to base Pell grant eligilsility on demonstrated educational

value and usefulness of training for the chosen career. This approach would be far

superior to unduly relying on arbitrary course length to determine Pell grant eligibility.

1111LaellikalialAkallinti

Unlike &eradication, whirls focuses principally on the business practices and

financial health of an institution. PIMA certification focuses solely on the course

content, quality of instruction, quality of materials and equipment, ability of the course

to meet educational objectives, and the utility of the course to the student's proposed

career. While accrediting bodies generally include a 'subject matter specialise in their

on-site teams that review institutions, these specialists are not generally told how to

evaluate a course, nor do they use specific criteria to evaluate the course of study.

Further, several accrediting bodies allow the prospective school to veto their choice of

specialists. PTDIA maintains a staff of specialists who are specifically trained in

evaluating the content of courses to ensure chat they meet the MIA criteria. Through

evaluation of a significant number of courses, using the same objective aiteria, these

specialists have developed an expertise that permits them to perform a thorough, quality

audit of the courses to be certified.

The reports of PTDIA's on-site evaluators are reviewed by an independent three-

member Certification Board with backgrounds in truck safety and education. All

institutions that offer truck driver training courses are prohibited from making financial
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contrftrutions to VIDIA in order to ensure the integrity and objectivity of the

Certification Board. Each VID1A-certifted school is required to undergo a complete

review and evaluation every 18 months in order to maintain its certificatiom

The focus of FTDIA certification on the scope, content and length of instructional

components assures, to a much greater degree, that the training prepares students for

succets on the job. The acaeditation process, as it exists today, is not focused primarily

on the quality of instruction. The cenification prows, as established by FM& offers

a model that can be used in other industries to determine whether Pell grant eligibility

is warranted for a course of any length.

Finally, it is reasonable to expect that Pell grant eligibility should have some

demonstrated relationship to the needs of the indust y for which the training is proposed

That is, it makes sense that there should be a need for the occupation in issue before

federal grant monies are committed to the education of the student. For example, there

is a current critical shortage of entry-level commercial vehicle drivers that is expected to

continue through the end of the century. The U.S. Department of labor has estimated

that there will be a shortfall of approximately 350,000 entry-level commercial driven per

year for the next several years.

Entry-level commercial vehicle operators can expect to earn substantially more

than a typical graduate of a vocational training program of comparable length. Entry-

level truck drivers typically earn S24,000 - $26,000 (plus full benefits) during the first

year. It is relatively common for experienced driven fig large motor carriers to earn

$50,000 or more per year. The strong demand in the trucking industry for a large

number of drivers, coupled with the relatively high entry-level earnings in the industry,

presents a unique opportunity to create meaningful employment for what is a typically

29
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unemployed or under-employed individual who seeks trainius as a truck driver. Further,

public safety dictates that these drivers be properly trained to handle the increasingly

sophisticated equipment that is operated on the nation's highways.

ClIndoligg

ln conclusion, ACTS believes that Congress should not facts unduly on course

length (300 hours, 600 hours, etc.) when determining Pell grant eligibility. Tying Pell

grant eligibility to arbitrary course lengths is inherently discriminatory. The more

appropriate goal would be to put in place private-sector mechanisms that will result in

Pell grant evenditures based upon assured quality and useful education to any student

who attends postseamdary courses of any duration. ACIS suggests thc model of VIDIA

course certification in the tnicking indusuy. Such certification, as distinguished from

accreditation, can provide the types of assurances that would allow federal Pell grant

funds to be expended in both a socially-acceptable and cost-effective manner.

However, should the Congress decide not to place greater reliance on Pell grants

vis-a-vis student loan programs, there are a number of other serious issues within the

student loan program that are of concern to ACTS members. These problems, which

include discriminatory treatment of trade schools negarding access to student loan

programs, lenders not meeting lender-of-last-resort obligations, lack of due diligence in

loan collections by lenders, etc., and ACTS suggested solutions are discussed in the

Association's submission to the Subcommittee of April 8, 1991, which I would ask be

included in the bearing record. We refer the Subcommittee to this submission for

further details on ACTS position on the reauthorization of the Higher Education Act

of 1965.

C't )
1.0 41
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Mr. Chairman, we Intim that you recognize from your personal =perk= the

value of a quality vocational education. On behalf of ACM' member institutions, I

look forward to working with you, Mr. Coleman and the Members of the Subcommittee,

to retain In =Wong' education a viable option. I would be happy to answer any questions

that you might have.

2 1) 6
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April 8, 1991

The Honorable Witham D. Ford
Chairman. Subcommittee on Postsecondary I &cation
Committee on Education and Labor
United States House of Representatives
2451 Rayburn House Office Building
Washington, D C, 2051.5
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The Honorable E. Thomas Cokman
Ranking Minority Member
Subcommittee on Postsecondary Education
Committee on Edthattion and Labor
United States House of Representatirs
24011 Rayburn House Office Builsbng
Washington, D.C. 2015

Dew Chairman Ford and Congressman Coleman

We axe pleased to provide the attached submission on behalf of the Associanon
of Certified Trucking Schools CAMS") in response to your recent request of Its
president, James Forsythe. Your request asks for the views of interested panies on
reauthorization of the Higher Education Act of 1%5, as amended 20 U.S.C. § 1070

Kfl. Pet the suggestion in your letter, ur am providing an analysis of current last as
well as suggested changes and the rationale for those changes as an attachment to thy,
letter. The attachment is in the sidr-by.side legislative format as required in wur
request This rover letter is intended to give an overview of ACTS positions on the
poli:teu its suggested changes would implement.

* 1
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Caws. Shannon & Ss-oti
Hon. Wilbur, I). Ford
Hon. E. Thomas Coleman
April g, 1991
Page 2

The Association of Certified Threkine Schools

ACTS is a not-for-profit corporation organized under the laws of the District of
Columbia All members of AM have been accredited by a nationally-recognized
accrediting body. They have also taken the additional step of having the quality and
usefulnesa of their courses to the student certified by an independent industry-sponsored
body. the Professional Truck Driver Institute of America, Inc. (-FT)IA-).

The PTDIA was established by a broad-based coalition of trucking compames.
insurance companies, drivers, equipment and component suppbers. private carriers, arid
related trade associations. The Institute was established in response to a perceived need.
on the pan of the trucking industry, to ensure quality entry-level commercial driver
traimng. PTD1A has established a program for evaluation of commercial dnver training
courses based on 107 objective cnteria. The criteria used by PTDIA were established
in consultation with all segments of the trucking industry, and are based on model
curricula and driver training materials developed by the Federal Highway Administratiort
The Federal Trade Commission has recognized PIDIA certification in one of its
Consumer Action Alerts directed so prospective truck driver training school students
Traimng institutions whose courses are certified by PTD1A arc prohdrited by VIDIA
(unlike accrediting bodies) from financially contributing to PIMA

ThE_NAll Tor_Truckitrilv Intining

The trucking industry today faces a crmcal driver shonal:e The U S. Depatunc;;1
of Labor has estimated that there will be a shortfall of apprLisimalely 3511,(Xto erors,.
level truck drivers per year through thc turn of the century. As vehicles increase in both
sire and complexity. highway safety concerns alone mandate quahry driver training

Unlike othet occupations for which vocational training is typically provided. entrv
level truck driscrs earn relatively good wages A typical entrylevel truck driser earns
approumaiely S24.C1(Xi during his or her first year in the trucking industry. As they gair,
experience, over several years, drivers often move into much higher paying positions.

Default pdattAg2pe are Not an IndkatotsiLlhe Duality tif and Usefulness ouraining

AM believes that thr current focus on default rate calculations as an indicator.
for certain institution eligibility determinations. of the quality and utility of training
provided to the student is misplaced ACTS strongly encourages the Subcommittee to
consider other indicators such as an institution's graduation rates, its placement rates and
the unique industry sector or occupational needs involved. AM also believes that the
certification of the quality and utility of course curricula by an independent body created
by the Industry that employs the students is the best measure of the qu.dity of the
institution and th e utility of the training to the student graduate
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(lbtr. Shining ts. Ss. ft

VIDIA provides a model the Subcommittee should seek to implement for all
industry sectors or occupations. The foregoing factors and others should be specifically
delineated in tht reauthorized statute to guide the Secretary in being able to certify the
eligibility of an institution even if it may have higher default rates. ln this regard. there
also should not be discrimination among imitations and then students regarding the
ability to have adverse cohort defauh rate determinations reviewed and waived as exists
under current law, Under current law, some institutions are specifically exempt from the
determinations of ineligibility because of their high default rates.

The foregoing reliance on indicators other than default rates for eligibility
determinations is especially justified because the cams default fate calculation currently
used to determine the eligibility of an institution and its students to participate in federal
student loan programs is inherently unfair. The default rate is based on the experience
of students at a point in time that is several years old. At that time schools were
prohibited (and still art todas) fnim denying the eligibility of a student, even if the
student stated at the outset of the training that he or shc would not repay the loan

further, once a loan is placed in default, it remains in default (and thus on the
record of the institution) even if it is subsequently repaid. One ACTS member that was
successful in (Attaining data regarding a portfolio of loans learned that only a small

percentage of the 'defaulted' loans remained in default The vast majorio of the loans
that bad been defaulted were actually being repaid. A recent study by the Office
Manafement and fludeet indicates that, eventually. about 9n percent of all student lox-,
are paid Still other nequities which exist in relying on default rates for drirrmin,re
eligibility of institutions and students are discussed in the next section,

Thielnligence in boan_CanectioandtmeT had b Conflicts ofiniereat Rol/Rios

Small loans, of thf type TYPIcally utilized by proprietary schools. are generally short
term loans that are not profitable to service. 'The cosi of servicing a loan does not Sarl
sunstantiaii with its size. There is, however, a *ay to make these loans profitable for
some lender/guarantee agencies that is to place them in default. If a lender/guarantee
agency places a loan in default, and then assigns it to an affiliated collection agency, it
receives under current law not only the interest from the loan, but 31..re of the prinempal
ACTS firmly believes that an inherent conflict or interest exists when a lender/guarantee
agency Is affiliated with a collection entity and is thus able to make substantially more
money on a defaulted /van than on proper servicing of the loan, The problem is
especially acute with short term and smaller loans which art less profitable.

Lender/guarantee agencies arc notoriously lax in their due diligence in efforts to
collect loans An all too common exampk from one ACT'S member illustrate's this point
On March 4 and 5, 1991, an ACTS member contacted the Higher Education Assistance
Foundation Of/An to inf,om HEAF of the current address, telephone number. nrhi

2 9 :3
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place of employment of a student whose loan was about to go into default. This ACTS
membe: has a full-tinte default management department. Tbe HEAF supenisor stated
that they could not take the informauon from the school: rather, it had to come from
the bank. On March T. 1991, the ACTS member attempted to contact Ciulank. The
default management department informed Citibank that it had current information
regarding the student. Odbank informed the ACTS member that tbr loan had been
purchased by HEAF and that they would not accept the information. They informed the
default manager that she should eon= HEAF. This single, documented example is but
one of a myriad of uansactions in which ACTS member schools. concerned over reducing
their default rates, have unsuccessfully tried to avoid defaults.

Nearly all ACTS member sehools currently employ default management
professionals. Because the institution is the most convenient and personalized point of
reference for the loan. students often contact the institufion to update information. If.
as is the pattern, the banks and guarantee agencies refuse to accept the information. it
is not surprising that schools will continue to have unacceptably high default rates.

Unless and until schools are giVen A tTlearlinelli way to assist in the management
tit' the default problem, the default rate should not be used as the sole cnteria for
measuring eligibility to participate in any guaranteed student loan program. ACTS
members are wIlling to assume an active role in default management, but they mush base
a meaningful way in which to paniopate in order to convey information regarding
defauhi. and potential defaults to banks and secondary markets. The refusal of a bank
or secondary market to take information which could avoid a default is unconscionable
These institutions should be subject to penalties if a consistent pattern of refusal to
accept such information is presented to the U.S. Department of Education
Unfortunately, it sterns that only the student and the school are currently penalized

Several corrective IlleaStIres should he considered for the reauthorized stature It
is suggested that the reauthorized statute suengthen the commitment to due diligence
by. (a) prohibiting knder/guaramez affiliation> with servicing/collection organizations.
(h) prohibiting disenrnmation by lender/guarantee agencies with respect to short term or
small loans, against types of occupations, and against types of training institutiom; and
(c) allowing as an additional remedy a private cause of action against the
lender/guarantee agency whkh would permit private industry to aid in the enforcement
of the due diligente reNuirement.

Loden ireAri erorldl et,g. Loan to Otherwise Eligible Institutions in Violation of_their
Laukt..-eLlanUiconStialahobt

Proprietary schools that are otherwise eligible to participate In federal student aid
programs are increasingly denied access to lenders and guarantee azencies. Over the
fieLst 1Z months many lenders have simply refused to lend money to proprietary school.
offering short term programs Further, enforcement of the U.S Departmeni ot

3
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Educafion's lender-of-last-reson provisions is virtually non-citistem. The Department, in
fact, has blessed the blatant lender discrimination against proprietary schools and their
students. When vocational training schools press the issue with lenders-of-last-mon, the)
are most often met with bureaucratic delay of a type that makes the lender-of-last-reson
provisions meaningless.

ACTS strongly urges the Subcomminee to adopt, through the reauthorization
process, a strengthened commitment to the lender-of-last-resort provisions. This would
include the prevention of discrimination based upon the duration of the loan, the sae
of the loan, the potential occupation of the student, and the type of training institution
involved. The Subcommittee should also expressly endorse a private cause of action
remedy against guarantee and lender institutions (except for the Student Loan Marketing
Association) in order to obtain private industry's help in enforcing lenderasf-last-resort
provisions. With respect to Sallie Mae, changes are sumested to ensure that that
organization continues to serve as a 'safety net' if all other lender/guarantor options fail.
Further. ACTS urges thr Subcommittee to consider proposing a statutory provision that
would require lenders and guarantee agencies to maintam a portfolio milt of loans to
differing types of educational institutions (at a level to be determined by the Secretar)).
This approach will ensure that students wishing to attend voeutional training courses
would not he denied the opponunity because lenders or guarantee agencies are unailling
to make or support thv necessary loans. Compliance with the portfolio mix requirement
could be considered prima facie proof of the lender or guarantee agencys satisfaction
of its lender-of-last-resort obligations.

The Requirement that Students Must Ahves Have it Hiipt School Diploma. a GED or
Take an AM Test Shoutd be Reevaluated

Current lass requires either a GED or high school diploma for students to be
eligible for certain student financial assistance programs such as Supplemental Student
Loans. In other cases an ability-to-benefit test can be used in lieu of the GED or
diploma. The need for these requirements must be realisticalls assessed in light of the
particular industn sector or occupation involved.

A large number of students entering commercial driver training programs are not
starting a career: rather. they are attempting to retrain into a different occupation or
upgrade then skills 'Int average student is in his or her early thinics and has a famih.
The companies that employ entry-level truck drivers do not require a prospectise
employee to have either a high school diploma or a GED certificate. nits level of
achievemem is simply unnecessary for them to successfully perform their jobs. The
motor carriers that employ entry-level drivers me much more interested in whether the
prospective employee can pass a physical examination as required by the Federal Motor
Carrier Safety Regulations of the Federal Highway Administration, has a good driving
record, and is capable of passing a commercial drivers license (i.e.. CDL) examination.
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Many of the studerns that attend vocational training programs such as those
offered by ACTS menabens do so in order to amid the requirement that they complete
high school or obtain a GED. Indeed, many prospective students do not upgrade their
skills because of the stigma attached to obtaining a GED, as well as the requiremern that
they undertake a course of study that includes material that they view as rot relevam to
the occupation that they have chosen to enter.

The Federal Motor Carrier Safety Regulations of the Federal Highway
Administration do require that a driver be capable of readiog and writing the English
language in order to understand safety regulations, traffic signs, etc. This requiremem
can be, and is, satisfied through CDE. tests or a generally recognized abllity-to-benern test
such as the Wonderlic test. The high school diploma and GED requirement deprives
many students of the ability to enter an industry in which they have substantial earning
potential, and deprives an industry in great need of drivers of the benefits of their labors.
This ultimately costs the government both federal and state tax revenues. unemployment
benefits, and other social assistance programs.

An opportunity should also exist in the statute for specific industry training sectors
or occupations to be exempted from U.S. Department of Education GED. high school
diploma and/or abibty-tabenefit requirements. This is especially true where the industry
itself sets entry level crneria or such criteria are set pursuant to federal regulation

Pell Grant Eligibility Should :in hefierarkted

Pell Grants are currently denied to schools whose programs are under six months
long. This means students of vocational and proprietary schools offering valuable training
arc denied financial aid which students attending the same course of training at mostly
public schools are allowed to receive. The Subcommittee should take steps in
reauthorization to make this critical financial aid available to all students, subject to
reasonable requirements to ellStire that the training received is of high quality and usehil
to the student.

, I. I W

The Subcomminee should propose statutory provisions that do not establish a
minimum number of hours for participation in the student financial aid programs. My
such minimum number of hours would, of necessity, be an arbitrary threshold because
it could not hope to reflect the disparate circumstances in varied industry sectors and
occupations. Further. it could have the effect of causing institutions to simply increate
hours of training in order to meet the arbitrary threshold.

Members of ACTS, and other truck driver training programs whose courses arc
certified by PTL1A. arc training students at a level of instruction time that is appropriate
to teach the minimum curriculum recommended by the Federal Highw-ay Adminiqralson

3 r 9
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This curriculum is based on the minimum knowledge and skills necessary for a driver to
enter the occupation of truck drivinj as a safe and responsible driver. lf an institution

chooses to satisfy these Minimum requirements, it should not otherwise be subject to a
minimum number of hours set by statute or U.S. Departmem of Education regulation;
rather. it Should be evaluated on the merits of the quality and utility of the education
actually received by the students. Cenification patterned after the PIMA model
provides a mechanism to allow so-called shon term courses to be eligible for student
financial assistance programs.

.11' 11.4Ut , V SA&A 110 '

ACTS also believes the Subcommittee should explore whether financial aid
programs should rely more heavily on grams. lnereasing the amount of Pell Grants in
conjunction with expanded eligibility. for example, would ultimately lead to less reliance

on loan programs. Ms would help avoid thc problems and waste that have occurred

in loan programs as described above with respect to lender/guarantee agency actions.
It is also ACTS' understanding and belief that studies have shown that the federal
government would actually save dollars by putting greater emphasis on grant versus loan

programs

ACTS appreciates the invitation of the Subcommittee so submit its

recommendations on the reatahorizanon of the Higher Education ACI of
amended. Reauthorization is important not only to the institutions that are members of
ACTS, but also to those students who are unable to attend a four year institution and
choose instead to better themselves through vocational training. By this letter. ACTS

also requests the opportunity to present oral testimony before the Subcommittee in order
to more falls explain its concerns and positions.

Enclosure

KM0s71,Is

3

Sincelely,

/L4.14)
MICHAEL

S
NNELL

DANIEL J. HARROLD

Counse! to the Association of
Certified Trucking Schools
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ei 1070a. Bask educational oppostaany
gnaw amesmt and desenalnadoem
applkatkane

(a) Pingrani sabot*y aid method of
distil/lotion

(1) The Secretary shall, during the
penod beginning July 1, 1972, and ending
September 30, 1992, pay to each eligible
institution such sums as way be necessary
to pay to each eligible student (defined in
accordance with section 1091 o( this title)
for each acalientic year during which that
student is in attendance at an institution of
higher education. as an undergraduate, a
basic grant in the amount for which that
student is eligible, as determined pursuam
to paragraph (2). Not less than SS percent
of such sunn shall be edvanced to eligible
impulsions prior to the stan of each
payment period and shall be based upon
an amount requested by the institution as
needed to pay eligible students.

(2) Nothing in this section shall be
interpreted to prohibit the Secretary from
paying directly to students, in advanct of
the beginning of the academic term, an
amount for which they are eligible, in
cases where the eligible institution elects
not to participate in the disbursentem
system required by paragraph (

(3) BASIC grants made under this
subpart shall be known as Pell Grants'

*

111111.11AULILLY-z--1111.1211YLAIIIMAKt

SUGGESTED AMENDMENT
OR SUBSTITUTE

I 10710)(l) is amended by adding to the
end of paragraph (a)(1) the following:
*Eligible institutions offering lcm than WA

months programs shall be eligible for
grams hereinundcr if otherwise deemed
eligible either pursuant so f ltntS or

RATIONALE/EMANATION

Pell Grants are currently denied so schools
whose prograns arc under sis months kin&
This means students of many vocational
and proprietary schools offering nhsable
training based on logical and relevant
periods of time are denied financial aid
which students attending mostly public and
four-year schools are automatically allowed
to receive. The change would recognize
cligibilhly conferred by other statutory
provisions even if a training program is
Ins than six months tong. As revised here
these other statutory provisions provide en
objecint means to a qualify a less.than-
sui-montb program. This would also
prevent unjustified discrimmanon against
certain schools and students.
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KM Federal payments us redact
Modest We' COM

(h)(4) Secretary's *makable share

(A) Fos the purpose of paragraph
(2XD), the Secretary's equitabk share of
payments made by Me borrower shall be
that portion ot the payments remaining
after tbe guaramy agency with whict the
Secretary hos an agreement under this
subsection has deducted from such
Psyments

(i) a percemage amours; equal
to the complement of the reinsurance
percentage in effect when payment under
the guaranty agreement was made with
respect to tbe loam and

(ii) an amount equal to 30
percent of such payments (subject 10

subParoaraph (0) of this Wig IliPh) for
r costs related to tbe student Wan imurance

) program, including the administrative mats
of collection of loans reimbursed under
this subsection. the administnuive ants of
proclaims assistance for defauh prevention,
the adminisuative emu of supplemental
predaims assistance for default prevention,
and the adminisuauve coms of monitormg

51.1111.11A11- Sfl1DNT A.NSINTAINct,

SUGGESTED AMENDMENT
OR SURSTITLYTE RATIONALL/EMPLOIATION

,



Cullman' LAW

the enrolhnem and repsyment status of
students (as such term are defined in
subPandraPh (b) ix (C) ci dm Witte Pb),

Leaders-of-last-rasorl

In cads Stew the gummy agency or
an eligible lender in the r.tate deserited in
section l0115(dXlXD) of this tide shad
make loans directly, or through an
agreement with an eligible leader or
lenders, to students eligible to receive
imams benefits paid on their behalf under
subsection (a) of this section who are
otheswise unable to obtain loans under this
part. Loam made under this subsection
shall not exceed the amount ol the need
of the borrower, as determined under
subsection (aX2)(B) 01 dle feCtinn nor be
less than $200. The guaranty agency shall
consider the request of any eligible lender.
as defined under section 11:1113(d)(l)(A) of
this title, to serve as the lender-04st-
resort pursuant to this subsection.

*

billiCHAITEILIL-m_.1.11ILMIASSIVANLL

SUGGESTED AMENDMENT
OR SUBSTITUTE

f ltrIb()) is amended by adding to
the end of the paragraph the folkiwing;
'The eligible lender or guarantee agency
shall not discriminate swum eligible
students or eligible institutions on the basis
of she duration of the loan, the MOW of
the loan, the type of potential occupation
of the borrower, or based upon the type of
training provided by the eligible institution.
The additional remedy uf a private cause
of action shall mist in order to sod in the
enforcement of the lender-of-last.resort
requirement."

UATIONALE/EXPLANATION

This change mild deter eligible
knders and guaranty agencies from
discriminating pimt proprietary
vocational schools or any other institutions.
The change would allow private industry so
assist the federal government through court
action in enforcing the lender-of-last-reson
requi rements.

3 )9
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1071.1. Sapp lemma{ loans foe students

(a) Authority to borrow

(I) Student eligibility

Graduate and peofessional students
(as defined by regulations of the Secretary)
and undergraduate independent students
shall be eligible to burrow funds under this
section in &Moans specified in subsection
(b) of this sawn, and unless otherwise
specified in subsecuom (e) and (d) of din
section, loans under this section shall have
the same terms, condition% and benefits as
all other loans made under this pan. In
addition, undergraduate dependent students
shall be eligibk to borrow funds under this
section if the fmannal aid adminisuator
determine% after review of the fmancial
mformatinn submitted by the student and
considering the debt burden of the student,
that exceptional euninumnees will likely
preclude the student's parents from
borrowing under section 1078-2 of this tide
for purposes of the everted fanoly
contribution and that the student's famdy
is mherwise unable to provide such
expected family conuibution. lf she
financial aid administrator makes such a
determotation, appropriate documemation
of such determmation shall be maintained
in the institution's records to support auels

alliCHANTA STUDENT MILO:MU

SUGGESTED AMENDMENT
OR Sussintrn:

0 11)78-(a)(1) is amended by adding to
the end ul paragraph (a)( 1) the following:
^However. a GED or high school diploma
shall not be required if the modem can be
shown so hot the ability-so-benefit from
the training in accordance with the testing
provisions of I} 1091(d), or where the
Seeretaty determines so otherwise waive
the requirement of a CED, high school
diploma or abilitytu-benefit test pursuant
to 1093(e) (new tection below), which
permits Instnutions in particular industry
sectors or oceupations to adopt industry.
deveioped criteria to owasure a student's
ability tu benefit. Alternatively. the
measures shall be waived where a
perVitAn't federal regulatory scheme
controls entry level staining/Joh crania'

4

KATIONALE/EXPlANATION

Tho change would allow students
without an GED or high school diploma to
be eligible for SLS loans if they pass an
ATh lesi. It would also allow any or all
of the three measures not to be used in
ceriarn eireumstantes.

41 -
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determination. No student who is
atimmed on the basis of the ability to
benefit front the ethiatuon or uanung
provided by the institution (as determined
under seaion 1091(d) et this bile) shill be
eligitle to borrow funds under this section
until such student has °tanned a
certificate of high school equivalency or a
AO school diploma.

(2) lamitadonal eligibility

Funs Is may not be borrowed under
this section by an undergraduate student
who is carolled at any imtitution dozing
any fiscal year 4 the cohort default nue
for such tniarlistiOn, fa the most =cm
!neat yeas for which such rata are
availabk, equals or note& 30 percent.
The Secretary shall notify institutiorn to
which such restriction applies annually, and
specify the risenl year covered hy the
restriction. The kcretary shall afford any
institution to which such restricuon applies
an opportunity so present evidence
roman% the accuracy of the calculation
of the cotton default rate for such
instituuon.

bUilt.11

GtAilal'ED ntehllMENT
OR btlitfiTTUTE

lU7S- 402) o anwojed by AuksJing
to end of paragraph (a)(2) the following.
The Secretary shall alknv the institution to
demonstrate why appbealion of the
eligibility exclusion due to a high default
tate is inequitable lation to be
considered by the Secretary in deciding
whether to waive the ineligibility status
mcludc: (I) practices of the
lender/guarantee agency which may have
contributed to the levet of defaults
reported for the period in issue. (2) ihr
!Wel of students *mai by the instouto.n
and their need for the training involved.
43) the need of the industry sector in
which the stuticnt setts employment tiff
the skulls of such student; (4) local
community to regional economic
dislocations of ciroditions which warrant
continuation of Darning, (4,) the graduation
rate ot the untuutton involved. (6) the

kiliTIONALIVEAPlAttial ltes.

ibis change would snow the Secretary
to pernut an untuution to continue to be
eligible even if its default rates appear to
be too high. The specific factors to be
consalered are listed in order to give the
Secretary guidance on the facoirs to be
evaluated The ?TWA ecrufication model
is Included as one factor m order to
encourage similar industry-sponsored
initiatnes to enhance the quality and utility
of training

213
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1035. Deflaitioas tor student loan
insurance mignon

As used in this part

(AI FiLgibk

Of la parrs)

Subject to subsection (n), the term
instnuoon means:

(A) an institution of higher
education;

(b) a vocational school, ur
(c) limb respect to moderns who are

nationals of the United States, an
institution outside the United Stews which
is comparable to an institution of higher
education or to a vocational school and
which has been approved by ;be Secretary
for the purpose of this part, except that
such term dors not include any such
institution or school which employs or uses
comnossioned salesmen to promote the
avaitabibty of any loan provam described

bulk:HM*11X jy --_113/11tatAMIELeira

suvasrED AMENUMENT
on sussiTrun mknortuaEAugAINATION

placement rate of the institution involved;
and (7) whether the quality and utility uf
the institution's canoes and eurriasta are
independently cendied by a non-profit,
Industry sector-recognized body which
prohibits fmancial contributions from
institutions seeking certification.'

ft
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in section 10711(a)(1). 197144, or 1078-2 of
this title at that institution or scbooL

(2) Fend . media:el mbeels

For the impose of qualifying an
institution under paragraph (1)(C) of this
subsection. the Scattery shall establish
criteria by regulations. In the ease of a
graduate medical school outside the United
Stales, such criteria shall include a
requirement that a student attending a
medical school is ineligible for loans made,
insured, or guaranteed under this part
unless at WM 60 percent of the students
enrolled in suds school are nalionah of the
country in which the school n located. A
school that is unable to meet that criteria
may establith the eligibility of its students
for suds loans if the United States
nationals ettending soli school achieve a
pus rate on the examinations administered
by the Educational Commission for
Foreign Medical Gradual= that is

(A) not less than 65 percent for
students taking such uamination in the
first and second years after October 17,
1986; end

(8) nut less than 50 percem for
students taking such examination in any
subsequent year.

SUBCHAIILK W STU/1M 4,58InTANt.T.

SUGGESTED AMENDMENT
OK SUBSTITUTE DATIONALE/EXPLANATION
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(3) Ineligibility based Go high default
rasu

(A) An insinution whose cohort
default MC IS equal to or steam: than the
threshold perceotage specified ia
sobparaeraph (0) for each of the three
most recent fiscal ran for which data are
available shall not be eligibie In estinicipate
in a program under this pan for the Nail
year for which tbe determination is made
and for the two succeeding fiscal yean.
unless,. within 30 days of receiving
notification from the Secretary of the loss
of eligibility under this paragraph, the
institution appeals the loss of its eligibiiity
to the Secretary. The Secretaty shall issue
a decision on any such appeal within 45
days after its submission Such decision
may permit the institution to continue to
participate in a program under this part

(1) the institution demonstrates
to dse sausfaction 04 the Secretary duat the
Secretary's caleutation of its cohan default
rate is not accurate, and that recalculation
would reduce its cohort default rate for
any of the three focal years below the
threshold percentage specified in
subparagraph (13); or

SUBCHAPTER IV - SMIDENT Aminattu

SUGGESTED AMENDMENT
OR SVSSITTLITE

I085 (aX3)(A)(ii) is amended by adding
to paraeratill (ABU) the following: -The
Secretury shall allow the institution to
skmonstrate why application of the
eligibility exclusion is inequitable. Factors
to bc considered by the Secretary in
deciding whether to waive the ineligibility
status include: (I) practices of the
lender/guarantee agency which may have
contributed to the level of defaults
reported for the period in IsSile; (2) the
types of students served by the ;mount=
and their need for the training imolved:
(3) die need of the industry sector in
whict the student seeks employment for
the skills of such student; (4) local
community or regional economic
dislocations et tendinous which warrant
continuadoe of training; (5) the graduation
rate of the institution involved; 09 the
placement rate of the institution involved.
and (7) whether the quality ond utility of
the institution's courses and curricula are
independently certified by a non-prolit,
industry sectur-recognizeti body which
prohibits financial contrihutions from
institutions seeking certification."

rt

RATIONALE/EXPIANATION

llos change would altvw the Secretary
to permit an insuutoon to continue to be
eligible even if its default rates appear to
be too high. The specific factors to be
considered are listed in order to give die
Secretary pittance on the fanors to be
evaluated. The MIA certification model
is included as OM factor in order so
encourage similar industry-sponsored
mitimives to enhance the quality aod utility
of training.
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(n) there Ate. It1 the judgment
of the Secretary. exceptional mitigating
circumstances that would make the
application of tins paragraph inequitable.

During such appeal, the Secretary may
perm the institution to commie to
participate in a program under this part

(0) Fat purposes of determinations
under subparagraph (A), the threshold
percentage ts-

(1) 35 percent for fiscal year
1991 and 1992; and

(11) 30 percent for any
succeeding fiscal year.

(C) Until July 1. 1994. this paragraph
shall not apply to any institution that is-

(i) a pan B institution wahtn
the meaning of section 1001(2) of this
utle:

toil a tribally controlled
community college wnhin the meaning of
section 1801(aX4) of Title ZS, or

(m) a Navajo Community
College under the Navajo COMMtal/t,
College Am

hUlitCHA19134 IV - STUVENT ASSISTANCE

SUGGESTED AMENDMENT
Olt SUBSTITUTE

IWO (a)(3)(C') is repLictd As hollows-
(C) Until July I, 3q94, tho paragraph

shall rail apply in any eligible mstitution-

ItATIONAWESPIANATION

This change restores the equal
treatment of all institutions for the purpose
of ft 1085(aB3). Otherwise the provision
wmud undoubtedly be subject to a
succeuhd legal challenge because the
promim would discriminate against similar
types of students who choose to attend
different kinds cif educational institutions
without sufficient justification.

) "I
t_11 A
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(d) Eligible lender

(1) la resiend

Except as provided in paragraphs (2)
through (5), the mon thgible lender'
=WU

(A) a National or State chartered
bank a mutual savings bank, a savings and
loan association, a stock savings bank a
trust company, or a credit union which

(1) is subsea to examination and
supervision by an agency of the United
Slaws or of the Stale in which its principaJ
place of operatioo is established, and

(a) does not have as its primaty
consumer credit function the making or
holding of loans made to students under
this pan unless (1) it is a bank which is
wholly owned by a State, (II) it is a single
wholly owned subsidiary of a bank holding
company which does not have as it,
primary consumer credit function thc
making or bolding of loans made to
students under this pan, or (Ill) it ii, a
trust company which makes modem kians
SIS a trustee pursuant to an express trust
and which operated as a lender under this
part poor to January 1, 1981;

bill$4:11APTEK IV -.-__ITIILMNI_MxilblitSNCL

SUGGENIVI) AMENDMENT
014 SUISSTITUTE

0 1085(d)( I) is auuendcd by adding to
paragraph (dXIXA) a new subparagraph
as follows.. (nt) does not have an
affiliated loan servaing and/ur collection
entity which handles the loans mark to
students under Ors parr:

KATIONALE/EXPlANATI0N

This change would eliminate the
inherent conflict of interest when a
lender/guarantee agency has an affiliated
servicing/collection entity by prohibiting
such affiliations-

/
ILO . Air
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(B) a pension fund as defined in the
Employee Retirement income Security Act
(29 1001 et

(1) DUE dillies*

The term 'due diligence' requires the
utilization by, a lender. in the serSeing and
collection of loans insured under this pan.
of collection practices et lent as einemive
and forceful as those generally practiced by
financial inuitutions for the collection of
consumer loans.

(1) Wands
Except as provided in subsection

(m) the term 'default' includes only suds
defaults as have existed for (1) 380 tiaYi
in the cue of a loan which is repayable in
monthly instalbnents, or (2) 240 days us
the thse of a loan whith is repayable in
less frequent installments.

a

SUGGESTED AMENDMENT
OR SLIRS11111 E

§ 1085(1) is amended by adding to the end
of the paragraph the following: Me
lender shall not discriminate in us servicing
and collection of lotus based upon the
duration of the loan, the amount of the
loan, the potential occupation of the
borrower, or upon the type of training
provided by the eligible institution. An
additional remedy of a Prly414 imuic of
action shall exist to enforce the due
diligence requirement'

1011511) is amended by adding lit the end
a the phrilWaPh the following: -flie term
*default" dull no; include loans where the
defaults are the result of lender/guarantee
agency failures ID exercise due diligence,
misconduct, or mismanagement in their
sermons/collection uf loans either in
specific cases or generally fin certain
csitegunes of loans (such as loans nf shon
duration, small loan amounts, selected
occupations, or selecied training
inslilutunu).'

NATIONALE/EXPLANATION

Thu clump would address the Udine
of lender/guarantee agencies to pursue due
diligence In servicing and collecting loam
they comider to be not mirth their lime.
A pnvate cause of action is permitted to
allow private industry to help the
government to enforce thc due dibirence
require meat.

This change makes dear that eligible
educational/I/limns ussinusions Will not be
penalized for high default rates which
result from misconduct or mismanagement
by lenders/guarantee agencies. This would
address the problem cleated by HEArs
demise in particular
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On) Colson default rale

The term When default rate" means,
for any fiscal year in which 30 or more
current and former students at the
institution enter repayment on loans under
Stair:MI 1067 or 1067-1 received for
attendance at the institution, the
percentage of those current and former
students who enter repayment on such
loans received fur attendance at that
institution in that fiscal wrw who defaidt
before tbe end of the following fiscal year.
In determMing the number of students who
default before the end of such focal year,
the Secretary shall include only yews for
which, the Secretary or guaranty agency
has paid claims for insurance, and, in
calculating the cohost default rate, exclude
any (oans which, due to improper servicing
or colketiOn, *IOW result in an illaCCuraie
or incomplete cakulanon of the cohort
default rate. For soy fiscal year in which
kss than 30 of the institution's Current and
farmer students enter repayment, the term
'cohort default rate' means the average of
the rate calculated under the preceding
senlence for the 3 MOS! Went fiscal years.
In the case of a student who has attended
and borrowed at more than one school,
the student (and his or her subsequent
reparnent or default) is attributed to each
school for attendance at which the student

kumumnicauy_=X11$111ALA&ISIANLI.

SUGGESTED AMENDMENT
OR SUBSTITITIV

E 1083(m) is amended by adding to the
end of parasraph (m) the (ollowing: 'The
cohort default rate, however. shall not
preclode en institution from ehgibdity
pursuant to the controlling pnwisiom of
11 1076-1(442) (as revised! and

1065(a)(3)(A)(ii) fas revised)"

12

RAIIONALE/EVIANATION

This change recognizes other praposed
statutory changes.

-r1
$
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k 2U7J Stin *al Loan Marketing
Association

(q) Leader of last resort

(1) Action at n quest at Sammy

(A) Whenever !he Secretary
determines that eligible boirowers in a
State not served by a guaranty agency or
an ehgible lender in a State described in
section 1083(dKIXO) or (F) of this title
are seeking and are unable to obtain loans
under this part. the Association ur its
designated agent may begin making loans

accardance with this subsection at the
request of the Secretary. The Association
shall give preference to such States in
making loans under this subsection.

(3) Loans made pursuant to
this subsection shall be irtsurabk by the
Secretary under Seelion 1079 of this title
with a certificate ol comprcbenswc
insurance coverage provided for under
section 1079(b)(1) of thn tide.

(2) issuance sad coverage af loans

(A) Whenever the Secretary,
anti consultation with, and with the

-ArlIA..171211XLASSIbINAI;

SUGGESTED AmfrAuwirr
OK SUHSTITIllt

di$7.2(q)(1XA) is amended as follows by
sinking the phrase Ihe Association or as
designated agency may begin' and
substitution therefor the phrase 'the
Assoctation or as designated agent shall
begin.'

RA 214)(2)(A) is amended as toitinvs by
stroking thy phrase '44-signaled awn may'
and suhstittning therelin the phrase
'designated agent shall'

14

KALIONALEMLIDULN411014

This change would underscore the 'safety
net" protection ;I all other lender-of-last-
resort protections faiL

This change wou141 unakrNrute ihe -safely
net" protection if all other lender-it-last-
resort protections fail
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PART PGENERAL PKOVISIONS
MATING TO STUDENT ASSISTANCE
PROGRAMS

§ IOW Deffaiskos

(a) Ian Kalb= of Mew edgiest**

Sum tArruov STUDENEAMISIANCL

slit:GP:4mA) AMENDMENT
DII SLIKSTIWTE KATIONALL/EXPIANATION

(1) Sobject to subsenion (c).
kW' the pUfp0Stra of this subchapter and
pan C of subchapter I of chapter 34 of
ink 42, except **tan 6 of pan A and
pan B of this subchapter, the term
"untituiloo of higher education" includes in
addition to the insinutions covered by the c.4
definition contained in seePon 1142(a) of
this title

(A) a propane* institution of
higher education;

(B) a postsecondary voniounal
institution:

(C) a depannieni, division, or
other adminstrative unit in a aillege Of
university which provides primarily or
exclusively ao socredited prograni of
education in professional nursing and allied
subjects leading to the degree of bachelor
of nursing, or to an equivalent degree. Of
to a graduate degree in nursing; and

(D) a department, division, or
other admmistratwe unit in a junior
college, community college. a31kge, or

Its
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university which provides primarily Of

exclusively an accredited 2-year program of
educaticm in professional musing and allied
suitects leading so an amociats degree in
nursing or to an equivalem degree.

(2) Tbe term 'accredited" when
applied to any program of nurse education
meant a program et:melded by a
recognized body or bodies approved for
sued purpose by tbe Secretary.

(3) Whenever the Secretary
determines eligibilitY under Paragra Ph (1),
the Secretary shall not recognize the
accreditation of any eligible institution of
higher education under this subsection if
the institution of higher education is in the
process of recehing a new accreditation or
changing accrediting agency or association
unless tbc eligible instinition submits to
the Secretary all materials relating to the
prior accreditation, including =tenets
demonstrating reasonable cause for
changing the accrediting agency or
association

tb) Proprietary WM*41(12 of higher
educatiaa

For the purpose of this scrum. the
term 'prupnetary insutution of higher
education means a school I) which

waniarmaitcE
SUGGEMLI AMENDMENT

OR SUB-57MM

littin(h) is amended by adding to the
end uf clause th(t) the following:
unless a less-lIvan-to-moroh program of
training is determined by the Secretary tu
wet the certification requirements of an
independent, not-(or-prufit industry sector-

17

RATIONAIA/EXPLAN4T1UN

This change would allow the Secretary to
approve the eligibility of insulutions foe
student financial assistance if the institution
can demonstrate its shorter term training
is of high quality and utility. The specific
model of PTDIA cenificattun is proposed
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provides MI less than a b-month program
of training to prepare students far gainful
employment in a recognised occupation.
(2) which meets the requimments of
clauses (I) and (2) of section 114I(a) of
this tide, (3) which does not meet the
requirement of clause (4) of section
1141(a) of this title. (4) which is *coedited
by a nationally recognized :wedding
agency or association approved by the
Secretary for ibis purpose. and (5) which
has been in existence for at least 2 years.
Such tom also includes a proprietary
educational institution in any State which.
in lieu of the requirement in clause (I) of
section 1141(a) of this title, admits as
regular students persons wbo aie beyond
the age of compulsory school attendance in
the State in which die institution is located
and who have the ability to benefit (as
determined by the institution under section
1091(d) of this title) from the training
offered by the institution. For the
purposes of this subsecoon, the Secretary
shalt publish a list of nationally recognized
accrediting agencies or Associations which
be determines to be reliable authority as
to the quality of training offered. The
Secretary shall not pronwlgate regulations
definmg the admissions procedures or
remediation programs that must be used
by an institution in admitting sludents on
the basis of their ability to benefit from

souveamv_-..mulsi Absiatitit..t
stuXESTED AMENDMENT

OR SUBSTITUTE

recognized budy that certifies the quality
and utility of the WIMCS and curricula
provided hy the institution and which does
not accept financial contribution from the
institution seeking cenification?

1088(b) is amended by substituting tin
the phrase las determined by the
institution under Section 1091(d) of this
nikr the phrase las determined by the
institunun under sections MAO and (e)
las nitikd herein) of this tiller

IS

KATIONAsUVEXPIANCIION

as a means to guide the Secretary%
decision.

This change maintains the consistency of
changes in 1078-1 and 1091 to allow/ for
greater flexibility in the application of high
school diploma. GEf) or ATI:I
require mem.

cei
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the ionising offered and shall DK al a
condition of recognition under section
413(e) ci this Act, impcse upon any
accrediting body or bodies standards which
are different or more restrictive dirt the
standalds provided in this subsection

(c) Postseeendaty 'national lasUresion

For the pupate of this section, the
term lansurcondary vocational institution'
means a school (1) whicb provides not less
than a h.montb propam of trebling to
prepare students for gainful employment in
a recognised occupation, (2) which meets
the requirements of douses (1), (2). (4).
and (S) ef semen 1141(0 of this tide, and
(3) which hss been in rsistence for at Was
2 years. Sucb term also includes an
educational institution in any State which,
in lieu of dm requirement in claw (1) of
section 1141(a) of this thle. admits as
regular modems perms who are beyond
the age of compulsory school attendance in
the State in which the huhu:don is located
and who bare the ability to berufh (as
detennined by the institution under section
1091(d) of this title) from the training
offered by the institution.

SIIIICHAPTEK IV STUDKNT ASSISTANCE

SUGGESTED AMENDMENT
OR SUBSTITUTE UATIONALL/LAYIANA 1 Iv N

14

BEST CO P ME
341
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(41) Arra leak year

For the purpose of any pmgram
under this subdiapler and part C of
subchapter I of chapter 34 of tide 42 the
term "academic year' shall be defined by
the Secretary by regulation.

§ 1091. Student eligibility

(a) la general

In order to nuke any gram, loan, or
work assisance under this subchapter and
pail C of subchapter I of chapter 34 of
title 42, a student must-

(1) be enrolled or accepted for
enrollmem .n a degree, anificate. or other
program leading to a recognized
edusauonal credential at an notion
higher education that is an eligible
instituuon In accordance with the
provisions of section 1094 of this titk.
except as provided in sub. "eions (bX3)
and (b)(4) of this section:

(2) if the studem is presently
enrolled in an institution, be maintaining
satisfactory progress in the course of study
the student es pursuing in accordance with

bidatilArELKIL.T.:_atilittriAbbikrethil.

SUGGESTED AMENDMEIVT
OK suannvrE 14.471ONAUJEXPLOI4TION

" 1 3
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the provisions of subsection (c) of this
section;

(3) not owe a refund on grants
previously received at any institution under
this subchapter and part C of subchapter
1 of chapter 34 cd tale 4Z or be in default
on any loan from a snulent loan fund at
any institution provided for in pan D of
this subchapter, or a loan made. inSured,
or guaranteed by the Secretary under this
subchapter and pan C of subchapter I of
chapter 34 of title 42 for attendance at any
untitution;

id) Ability to benefit

III older tor a student who IS

admitted on thr basis of ability to benefit
from the education or training offered for
any grant, loan, or work assistance under
this title, the student shall, prior to
enrollment, pass an independently
admoustered examination approved hy the
Secretary.

31 ;

stattutrax_m,- STUDIENT ASSIbriliaLt

MIGGESTED AMENDMENT
OR SUMMIT

ft RN! is amended hv ackling a new
section let, and redesignating esting
secliort$ (e) li) (j) to he 11) to ow
accordingly. New 0 1091(e) reads

*(e) Waiver of Diploma, GED and Ability-
to-llesiellt (ATS') Tem stequiretnems

rhe Secretary shall eienipt institutions 111
particular oulusuy scowl or occupations
from high school diploma. (AA) and An
test requirements if the institution can
make a showing that such measures are
not necessary fur the purposes of the
training and/or Joh occupation involved
In making the decision the Secretary shall
recognize industry dertkiped criteria vituch

21

HA TIONAL A./EXPIANKI1ON

This change would allow students without
a GED or high school diploma so he
eligible for financial assistance if they pass
an ATH test. It would also allow any or
all of the three measures not to be used in
certain circumstances

31:)
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suggihrast. jv - MDCNT AsstSTANCE

SLIGGESTED AMENDMENT
OR SUMMIT RATIONALE/EXPLANATION

will measure a student's abillty to benefit.
The Seanwy shall also waive the
requirements where a pervasive federal
regulatory scheme controls entry level
training/job criteria:
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Mr. ANDREWS. With the gracious consent of the ranking minority
member of the subcommittee, we will yield first to Mr. Roemer, be-
cause I understand that he has some other pressing business.

I would also note that the lights go on and off during your ques-
tions, which is interesting. So we await your questions.

Mr. ROEMER. That is the power of the University of Notre Dame,
Mr. Chairman.

First of all, thank you very much, gentlemen, for the testimony,
which has been helpful and insightful in many ways. I come from a
family of five children as you know, Father Malloy. I am still
paying on a scholarship loan from the Federal Government. I am
very worried about what the administration's proposal might do to
middle-income people in the United States.

The administration's proposal would eliminate 400,000 working
middle-class families from the Pell Grant program. It deeply con-
cerns me.

I would like to ask your opinion, Father, on how this might
affect Notre Dame. Maybe you could give us some examples of how
many people at Notre Dame do benefit from these programs.

Father MALLOY We have about 75 percent of our undergraduate
students who receive significant financial aid. I suppose if I were to
look at the issue in the broadest possible way, it seems to me that
the great strength of American higher education is that it is not an
elitist system; that it has diversity which has come primarily
system-wide rather than from a cookie-cutter demand for each indi-
vidual institution. The three people testifying here would be an ex-
ample of the diversity of the system that is being provided today. It
is also diverse in the sense that we have been a system that has
not simply been publicly sustained, but also privately. We are in
danger of losing that part of the diversity. Notre Dame is a reli
giously affiliated school. That is a whole range of institutions
within the broader umbrella. But there are all-female institutions.
There are schools which have a very specific student body that
they serve. There are broad-based State-wide systems, community
colleges, junior colleges, whatever.

It seems to me that we are at-risk of losing that diversity, either
by focussing all of the money on the most at-risk part of the popu-
lation and therefore, disqualifying the middle class from an oppor-
tunity for education, particularly on the private side. The other
part of it is that the deliverythat is, the delivery per cost is ap-
proximately the same on both the public and the private compara-
ble sorts of institutions. To look at real costs, which have to be paid
from funding of some sort, is to recognize that by cutting back or
restricting access of the programs like the Pell Grants, we are in
danger of losing the richness of our diversity and therefore, our
competitiveness internationally and the quality of life internally of
the Nation.

Mr. ROEMER. To follow up on that, Father, in your testimony,
you use words like circumstances of many families require a more
comprehensive approach to determining financial ability. That's a
quote. "It makes more common sense," and that's a quote.

In working with your financial aid office, can you elaborate a
little bit more on eligibility and what changes you would like to see
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in the system to improve it, streamline it, and make it more effi-
cient?

Father MALLOY. One of our difficulties is that for families that
have multiple children in college and sometimes combinations of
children in grade school, high school and college on the private
side, they are carrying, because of our constitutional interpretation
that has prevailed, a very heavy burden family-wise. On the other
hand, they are extremely committed to providing the home envi-
ronment and the encouragement for quality participation in educa-
tion all the way through. It seems to me that often those families
are being penalized. I think that is a disservice not only to them,
but also to the potential pool that could participate with deep com-
mitment in the eexcational system of the country.

I have a great concern about thaeterrt of the pool. I mean obvi-
ously there is a whole range of n that the Higher Education
Act is trying to address, but I would not like that particular catego-
ry of need to be forgotten.

Mr. ROEMER. You also mention on page 4 of your statement that
you encourage greater access to and greater diversity in higher
education. I know that you elaborated a little bit on both those as-
pects. Perhaps you could elaborate for the committee's sake on
what specifically Notre Dame has been involved in with respect to
encouraging its students to get involved in local concerns in the
community through volunteering and in national and international
concerns. 1 know that there are different legislative proposals in
Congress which would require national service on the part of col-
lege students.

What are some of the things that Notre Dame has done in this
area? Is Notre Dame also looking at possibly having this be a re-
quirement for graduation?

Father MALLOY. I think the proper answer is that Notre Dame is
just one instance of a tremendous surge, a response on the part of
higher education as a whole. Campus Compact is a very effective
presidential level organization trying to promote volunteerism on
American college campuses. COOL is a student-based organization
trying to achieve the same goals. Some of us in higher education
are also serving on the Points of Light initiative. Some money has
been made available to promote volunteerism, not only on college
but high school and grade school campuses, and of course, across
the other component parts of the American population.

We have internally tried to structure that by setting aside a
building, putting programming money together and trying to en-
courage our student population to get involved in the local commu-
nity and in the national and international community, particularly
in the summer.

But I think we are just one example of what is going on very
characteristically today in higher eductstion. I think that is the
wave of the future, as well as it ought to be.

Mr. ROEMER. Thank you, Father Malloy. I will defer to my col-
leagues for questions here.

Thank you, Mr. Chairman.
Mr. Coleman, thank you again for deferring. I appreciate that.
Mr. ANDREWS. Thank you, Mr. Roemer.

'-' 1
4.4, .1
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We have a vote in 15 minutes. Mr. Coleman, what is your prefer-
ence?

Mr. THOMAS COLRMAN. Just very briefly, Mr. Chairman. I will
thank all the witnesses for their testimony which will help me this
thing along.

Father Malloy, we have had a number of discussions and will
continue to do so on all the issues you raised. You make some very
good points, but I want to make sure that I understand your oppo-
sition to frontloading, which Chairman Ford has mentioned.

If you care to elaborate a little bit on your opposition to front-
loading with Pell Grants and putting off loans to the second, third,
and fourth year?

Father MALLOY. Notre Dame is a school that graduates 93 per-
cent of its people in 4 years that is entering freshmen. That is a
particular kind of admission that is only possible bewuse of a cer-
tain standard of admission, but that's our goal. If we say to stu-
dents, "Come for 2 years and this money will be available; but
after that, you are on your own," it appears that we only want
them for 2 years. We try to provide an internal climate, as many of
our peer institutions do, that encourage people to finish on sched-
ule and to use the money available for that purpose. To suggest
that 2 years is a cut-off point would, we think, be counter-produc-
tive to the kind of mission and goal that we have as an institution.

Mr. Thom. As COLEMAN. Thank you.
Mr. Barton, you were associated with a school in Alabama as

well as the current ones in Puerto Rico?
Mr. BARTON. Right.
Mr. THOM tel; COLEMAN. What, if anything, do you find unique or

different about Puerto Rico's experience in this area of education?
Mr. BARTON. I would say the major difference between the stu-

dent populations is that the students in Puerto Rico have, what I
think of, as more European view of education. The students who
don't qualify to get into, say, the University of Puerto Rico, there is
no community college system in Puerto Rico. They all come out
with the idea that they have to enroll and get more education. The
whole society is more oriented towards education. The culture, I be-
lieve, is different stateside. The students in Alabama who are not
candidates to go to Bear Brian's school or Badii's school, don't come
to see us on their own until 25 or 26, and they have had unpleasant
experiences in trying to get jobs, hold jobs or to move up into the
advance into the workforce and the work community.

Mr. THOMAS COLEMAN. One of the things we are looking at is re-
forms for the integrity part of these programs, including those
which we have attached to the loan programs in the past, or maybe
for the future, the Pell Grants as well. And we want both of you
representing the proprietary sector here to know, that that would
impact your areas immensely. You should be prepared to address
those important integrity reforms as we continue to work on the
committee. I think that we have seen the drearas of funds through
the loan side, but the educational experience and the outputs
aren't any different whether you are getting loans or grants. We
don't want to put grants into a system that is not creating a good
quality product either.

3 5 ti
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Mr. BARTON. I would agree with that. I would suggest any
number of increase of surveillance or supervision by the Depart-
ment or audit requirements that the committee would come up
with. I think by the majority of the vocational and technical
schools in the proprietary sector would welcome that.

Mr. THOMAS COLEMAN. Thank you, Mr. Coleman.
Gentlemen, we very much appreciate the testimony you have

given us this morning.
Father Malloy said very eloquently that the strength of the

American system of higher education is its diversity. I can't think
of a panel that would more richly illustrate that diversity than the
one we've had here today. It nicely presents the challenge to this
committee. We really see our mission under Chairman Ford's lead-
ership as extending the reach and scope of that diversity through a
fair and well-fmanced Pell Grant program and other programs,
while at the same time, creating rules and standards that make
the programs as efficient as possible.

In some of the issues we heard about this morning regarding
whether or not tests are a valid and viable measure of achieve-
ment, can expedited application procedures be a better way of deal-
ing with that? I suppose that our task in these hearings has been
to try to adjudicate the proper balance between the preservation
and promotion of that diversity and the introduction of new effi-
ciencies and standards that attempt make sure that the money
flows where it is supposed to flow.

Each of you has made a substantial contribution to that effort.
We thank you. We invite you to continue to correspond and com-
municate with this committee as we go about our work.

With that, we will adjourn the hearing.
Thank you very much.
[Whereupon, at 12:19 p.m., the hearing was concluded to recon-

vene at the call of the Chair.]
[Additional material submitted for the record follows.)

in
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ns Uayle
689 East 6th Stf eet

CNco, CA 95928

June 11, 1',.)9

Submitted as Written Testimony for Subcommittee on Post-
Secondary Education

Re: Entrance examinations for non-high school graduates who wish
to enroll at community colleges

Please submit at next Hearing on Post-Secondary Education

Committee on Education and Labor
2451 Rayburn Building
Washington, D C 20515

Formal Statement:

A5 an educator, I am concerned that the Bush administration is seek mg
to reguire entrance examinations for non-high school graduates wno seek to
enroll in two-year colleges I strongly believe that this should be
reconsidered

have a Master's Degree in English and teach in the English Department
at California State University, Chico, I have also taught at the community
COl lege level I teach courses in basic reading and writing, advanced
composition, critical thinking, and creatiie writing, I also teach in the
Honors Program I'm a published f iction writer, as well, this year, one of my
short stories was nominated for a Pushcart Prize (' will be enter ing a
doctoral program in creative writing at the University of Wisconsin in the
fall )

I mention my position and professional achievements because I m
convinced I may, by so doing, be granted a measure of credibility, my
interest in the community college system is professional, certainly, but
personal, as well I am a Irving example of one who bonef ited from the
second chance afforded students of the two-year college system I would
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like to share Something of my personal history to illustrate the irop,)rtara.:

of continuing to allow incoming students to enter college w ithout imposing
upon them a dualifying test

I was a high achiever throughout elementary and iunior nign scnxd,
frequently making the Honor Roll. often with straight-A report cards in
addition, I served on the student council and participated in maryv
extracurricular activities, from horseback nding to Girl ,Scouts to the local
swim team I tested as 'gifted- in 10 tests and was in tne 'accelerated
(gifted) program in seventh grade I also was consistently in the nigh 90 s
(97-98-99) percentile in achievement rank ings

tiy teenage years, however, were fraught with turmoil rtv father was
an alcoholic, and my family struggled with a disease about which little was
then known (Familiar phrases such as 'enabler" and "co-dependent had yk.t
to be introduced by self -help writers and talk show hosts, in 1965,
alcoholism was rarely mentioned aloud, and certainly not Dv °nice" people
who lived in pleasant neighborhoods and held down good IOW tiIl, the
ravages of this diseaseand its many sicle effectseventually destroyed
our family, culminating in a messy and distressing divorce

Irs difficult to explain how ail this affected me as a student and a
young woman in development One can only study my academic record and
wonder aloud OW or/ef, wAat .14211filkl to trns A iae,' For following tne
divorce, my mother uprooted tne family arid moved us out to California,
missed my home, school and friends. the A's drooped to C's, even Us, and my
academic standing plummeted (This is diff icult f or me to admit, tor it's
something I have kept rather carefully -hidden" until now, and! share this
only because I believe tnat doing so might help someone else confused and
Quite unhappy with family life, I dropped out of high school my senior year
and failed to graduate with the rest of my class

My father has now, with the help of Alcoholics Anonymous, recovered,

he hasn't had a drink in seventeen years. I must tell you, though, that when
he was still drinking, he subjected my sisters and me to almost constant
belittling I remember, in particular, a family dinner at Howard Johnson's He
pointed to the waitress and predicted, loudly, that the most I cpulo ever
hope for from life might be to follow in her shoes At the time, I was
treasurer of the Honor Society at Sunrise Junior High School in Fort



325

--3--

Lauderdale, Florida, but this didn't affect his assessment A& won't anount
to m00% he proclaimed, motioning to me and then to my sisters

How de Such words affect an adolescent? My two sisters seem to have
believed him, their lives have been lived as if their father's prophecy was
made only to be fulfilled. I was able to Somehow rise above it The
difference between us? I went to collegt

I share this very personal story because it's essential that, before you
make a decision about qualifying examinations for community college
Students, you must first recognize the many forces which shape the human
mind and spirit, the many unseen influences which affect the heart anti
intellect I'm convinced the record now shows that I was an intelligent,
perhaps even re/no/Utile student, and yet I was unable, for a time, to Dear
up under the grief and stress of a family in conflict.

However, when I was able to move away from home and take stock of
my Itfe, when I was able to make my own choices. I answered the inner
prompting of a voice that demanded attention &mass waself

But I didn't know how I thought I had somehow -blown it", I was
Convinced that, without a high school diploma, I was lost, barred from
higher education, that it was, in short, already too late When I
discovered that I could enter a community college with no
prerequisites, It was a revelation, like a message from heaven:
you ore saved/

I speak now for those unable to speak for themselves I speak for
human s. )tentia), for the resiliency of the human spirit, for the capacity of
the individual to grow and to change This Is the best of America, this
opportunity for reclaiming what has been lost, for starting over again and--
at any point along life's journeyfor aspiring to a better hfe

I was afforded a Second chance and am now a contributing member of
the academic community (My Freshman composition students nave even
tutored students in the public schools, strengthening their own writing
skills by helping others )Can our society reach its potential if we allow
otherswho might someday ha valuable community members- -to fall by the
wayside simply because of a testing requirement,

35
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Students should be allowed entry into community colleges
Wilma a qualifying entrance test.

Why? Because many adults who have spent time away from the
classroom are filled with apprehension and self-doubt. Many are burdened
with an overwhelming sense of failure, and, most often, they feel that the
failure's all theirs. whether or not this has indeed been the case There's
little acCuSation from such students, very few believe that Mat-at/on has
failed them , though this may, at least in some instances, indeed be the
case (A student whose learnmg disability went for years undiagnosed has
been failed by the SChOol system that passes him along without ever
identifying the problem ) But some Students fail to achieve in high school
for other reasons for lack of encouragement in the home, because they were
impeded by economic or social circumstances, even (and perhaps less
compellingly) because they allowed extra curricular activities or their
social lives to distract tnemt Many have faced more brutal challenges
family violence, alcoholism or drug abuse, even sexual molestation

Societal willingness to give such students a second chance at
education is one of the things that distinguishes the American educational
system from others, and a measure, I think, of our great regard for equality
It is essential thui we continue to open wide the door to nigher education,
to allow even one student to be turned away because of entrance tests
would be, at best, short-sighted, and at worst, unfair

So what's the matter with an entrance test that would
determine a student's eligibility for entering college?

I'm convinced that what might seem a sime entrance requirement to
a well-educated person might very well seen+ to a student about to re-
enter" the educational system as an impossibly high hurdle to overcome

One learns to see oneself differently only very slowly, one success
leads eventually to the next I honestly don't know if I'd have passed an entry
test, and certainly, my fear of failure might have kept me trom taking it
But that I "tuned out" in high school, that I had, for a time, lost my ability to
trust in myself and to keep up with my studies, was no reflection
whatsoever upon my inherent intelligence or ability And once baci in me
classroom. I soon discovered that I was an eager and avid learni,r
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There's no need for the community college system to impose upon new
students a qualifying test, as a university teacher, I can assure you that
students who lack commitment or ability will fall by the wayside soon
enough) But tests do little to calculate creativity or talent, and nothing
whatsoever to measure resolve. Pre-screening prospectwe students with 3
Qualifying exam is not worth the risk of losing even 3 single student who
might become a fulfilled, contributing member of society, not worth
sacrificing even one such student to 3 life lived below his or her potential

I cannot fathom what would have become of me had I not been able to
acquire an education it Is more to me than the means by which i earn my
bread; it is my life I am married to a tenured professor and playwright, we
are both writers and teachers.

My contributions would have been lost had Such 3 test Peen required
when I returned to community coPege Impossible as It may now seem,
probab!y would have been afraid to take it (Once a student, though, won
scholuships and awards for my high grades )

isn't it right and Just that I was given a second chance in life by an
educational system committed to fairness? Would it be right to turn away
others who might also have this same potential? If a person wants to
improve her circumstances, shouldn't she be given every proper alb"

Retain the right of all Amer icans to improve their circurnstanLe.s
through education any time they themselves have the commitment to ti y;

Sincerely,

&Ai& co.degovr----
5ayltaillott

356
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August 20, 1991

honorable William O. ford
Chairman
U.S. House of Representatives
Committee on Education and tabor
2451 Rayburn House Office Bldg.
Washington, OC 20515

Dear Congressman Ford:

1 would like to inform you the University of Puerto Rico position
for the record of the hearings you are conducting in relative to
the reauthorization of the Higher Education Act of 1965.

The University of Puerto Rico is by far the largest and most
Important higher education institution on the island. The
University. founded in 1903, is a state-supported system
comprising eleven campuses and academic units located throughout
the island, with program ranging from the associate degree level
to the doctoral level. Its fundamental mission is to provide
education of the highest quality, through a broad range of
educational opportunitieS for the Puerto Rican people.
particularly for those with scarce economic resources, and also
non.Puerto Rican students that qualify for admission at the
University of Puerto Rico. As of 1990.91, the University had an
enrollment of 53,000 students.

In accomplishing its mission, the University has required the
assistance of the Federal government, particularly to provide
students with the financial assistance they need to pursue their
educational goals. Federal funding has also been fundamental for
institutional development in key areas of academic priorities.
Given the national educational goals of achieving 'first place" in
the world by the year 2000, it is of utmost importance to continue
and further strengthen this support.

Steadfast in its commitment to provide access to low-income
students. the University has sought to increase its institutional
budget while maintaining low tuition fees. Vet the impact of
inflation and rising costs of education have undermined the
Potency of the current levels of financial old and threatens to
further curtail the access of low incoae students to postsecondary
education.
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Hon, William 0. ford
August 20, 1491
Page 2

During academic year 198990 the cost of education at the
Univer,ity was 53,138, and the average federal financial
assistance award was $1.890. That year, a total of 34,787 students
were eligible for financial aid and 701 of these came from
families with incomes below $12,000. Included you will find a
breakdown of eligible applicants for financial aid at the
University during 19E19-90. Also included is information on the
amounts of financial aid awarded that year by source of funding.
Without the combined financial aid programs new available to
students, the majority of students would not be able to pursue
postsecondary studies.

As President of the University, 1 urge the Committee you preside
In the review of the reauthorization of the Higher Education Act.
amended in 1986, to further strengthen the benefits contained in
the provisions of the Act, particularly the Title IV Student Aid
Programs, in order to secure and continue improving the
University's contribution to the education of the future workforce
required to maintain the nation's economic vitality.

In order to assure that all eligible students receive the
necessary benefits of financial aid to complete their
postseroldary education, I urge you to take into account the
followin recommendations in your considerations on the
reauihorization of the Nigher Education Act;

to strengthen financial aid programs in order to provide
assistance to students from low.income families as well as those
from middle income families;

to allow Pell Grant participants to receive additional benefits
hem the program up to an equivalent of 25% of the length of the
course of study in order to complete their degrees;

to ensure that the Pell Grant covers 60% of educational cost
regardless of the instituticmal cost of Attendance;

to provide a waiver of the required family contribution for all
students whose family income is under the poverty level indev;

to Authorize universities with default rates under 10% to
administrate Stafford loans the same WAy a; Perkins loans,

3 76
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Non. William D. Ford
August 20, 1991
Page 3

In closing. I congratulate you for your efforts and commitment in
securing the benefits of financial assistance for postsecondary
education. Again, I request that our recommendations be included
in the records of the hearings on the Art.

Co ially,

Jose
President

iaa

Enclosure

OPI). NPti
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UNIVERSITY OF FLUID RICO

Annual Income of Students and their Faillias

INFORMATION ON ELIGIBLE A10 APPLICATIONS
FOR AWARD YEAR 1989-90

Taxable A Nontaxable

Incase

Dependent A Independent

Undergraduate Graduate or
Students Professional Students

$ 0 S 2,999 13,864 72

3.000 5,999 6,225 75

6,000 8,999 4,937 58

9,000 11,999 3,834 64

12,000 14,999 3.672 SO

15.000 17,999 2,143 35

18,000 20,999 1,753 14

21,000 23,999 1.202 9

24.000 26.999 845 4

27.000 29,999 313 0

30,000 32,999 188 2

33,000 35,999 125 1

36,000 38,999 54 0

39,000 41,999 63 0

42.000 6 Over 31 0

45,000 6 Over
_21 __Q_

34,404 384

3 t;
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UNIVERSITY OF PUF00 RICO
FINANCIAL AID PROGRAMS BY SOURCE Of FUNDING

FOR AWARD

financial Program

YEAR 1989-90

Pell Grant $ 45,311,441

Supplemental Educational
Opportunity Grant $ 1,787.783

Federal
College Work $ 3,646,015

Perkins loan $ 470,919

State Student
Incentive Grant $ 4915,159

Institutional

Schoiarship S 6,345,000
(awarded)

PAS1 (Institutional Supplemental
Aid Program)

Other (Tuition waivers)

Federally Guaranteed
Stafford loans

361

6,013,365
(paid)

S 2,749,587

$ 2,782,681

$ 7.631,827

46-709 0 - 91 (336)


