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OVERSIGHT HEARING ON THE REAUTHORIZA-TION OF THE HIGHER EDUCATION ACT -OF1965

MONDAY, JULY 15, 1991

HOUSE OF REPRESENTATIVES,
SUBCOMMUITEE ON POSTSECONDARY EDUCATION,

COMMI1TEE ON EDUCATION AND LABOR,
Kearney, NE.The subcommittee met, pursuant to notice, at 9 a.m., at OckingaCenter, University of Nebraska, Kearney, Nebraska, Hon. Pat Wil-liams presiding.

Members present. Representatives Williams and Barrett.Staff present: Tom Wolanin, staff director; Maureen Long, legis-lative associate; and Beth Buehlmann, minority professional staffmember.
Chairman WILLIAMS. This is a hearing on the Reauthorization ofthe Higher Education Act before the Subcommittee on Postsecond-ary Education.
I'm delighted to be in Nebraska at the University of Nebraska atKearney with your good Congressman Bill Barrett.We have had a couple of dozen hearings on the reauthorizationof America's basic Federal law governing higher education. We re-authorize this legislation usually every 5 years. If it is to be reau-thorized, it must be reauthorized in this Congress.We will have another couple of dozen hearings, many of them inplaces around the country. We're particularly pleased to be withthe subcommittee in Nebraska, a State which has a long traditionof excellence in postsecondary education at all levels.And with the inclusion of what was once Kearney State into theuniversity system, we have noticed that your aggressiveness andattentiveness to education and willingness to change continues un-abated here in Nebraska.

When I told a friend of mine in Montana that I as coming outwith Congressman Bill Barrett to Nebraska, he said, have you gota few minutes. I want to run home and get you something becauseit's like a visa, it'll help you get in the State and stay there, and hebrought me back this button.
I don't have to ask you what "go big red" means. The entireworld knows what "go big red" means. And so I shall keep thisbutton close at hand as not only a visa but as an indication of Ne-braska's excellence in higher education both on and off of the play-ing field.

(1)
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You have been a leader, not only in football but in academics
and intellectual excellence as well and the rest of us in the Nation
follows your lead in that regard.

You sent a fine Congressman, greatly concerned alvat education,

who comes from your unique Nebraska legislature with as good
credentials as any one has ever brought from a legislature to the
Congress of the United States. I'm delighted to be one of Bill's col-

leagues on the House Education and Labor Committee and on this

subcommittee.
Today, we are going to be wry interested in the testimony we'll

receive. For my part, I am hoping that the various witnesses will
address to some degree or other several specifics. Let me just list
them off for you rattier quickly.

First is access. I know people in Nebraska continue to, as you've

demonstrated with the recent inclusion of this campus in the uni-
versity system, you are concerned about continuing access to educa-

tion, particularly higher education for all Nebraskans.
We're hopeful to hear any thoughts you might wish to share

with us about the guaranteed student loan program, Pell Grants,
campus based programs and to what degree you think they are
adequately providing assistance to Nebraska and America's college

bound people.
You also, some of you might want to address, in that regard, the

matter of indebtedness. We find that while the guaranteed student
loan program is of significant assistance to Americans, it also cre.

ates an indebtedness which might ha.% some unintended conse-

quences.
You may want to address in Title III, the Strengthening of Insti-

tutions, in particular emerging institutions. And then finally, I
have a particular interest in structuring the Higher Education Act
in such a way that we deal with the true student today.

Institutions in this State and elsewhere have seen a change in
the student body. I guess that new student body goes by the name
of non-traditional. I'm not sure what that means.

We do know that some in the country still hold to a myth about
the profile of the student body in Amerce. They, some people, I

suppose a great minority now, but some people still believe that
the average student on American campuses is 18 years old, male,
white, and in enrolled in a business school.

Many students are all of that, but that's not the average student
teday. The average student is what we call non-traditional and the
Congress is, as we have in the last couple of reauthorizations, par-
ticularly the one 4 years ago, we have been striving to try to make

the act respond to, reflect and encourage the new mix of students
that are on America's campuses.

Finally, I want to say a word about the difficulty that middle
income Americans are finding in sending their children, their stu-
dents to college.

Middle income folks have during the past decade seen college tui-

tion rise four times as fast as their disposable income. College tui-
tion has gone up 60 percent. Dispmable income, counting inflation

in, has decreased over the past 10 years.
Middle income people feel squeezed. Middle income people are

mortgaging the home or the farm in order to send their children to

7
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college. Middle income folks are tapping their savings accounts andit's one of the reasons why America's saving level is not as high asit ought to be.
Some of you may have suggestions as to what this country can doto right the terrible financial imbalance that has creeped into theability or inability of so many middle income people to send theirchildren, their student on to college.
Middle income folks after all are the anchor of America's taxsystem, but they find themselves excluded from receiving virtually

any assistance from the Nation to help their youngsters in college.Well, Congressman Barrett, you brought the subcommittee to,
obviously, a fine place and I want your constituents and others inthis room to know how impressed you were with me at the airport
last night, when I got off the plane, disembs-ked, I think the air-line industry likes to call it deplaned, another word I don't knowthe meaning of, came in to the airpovt and an old friend of Bill's, aCPA in town, said, well, we know you're here and we're delightedthat you and Congressman Barrett are going to be having thishearing out at Kearney State and I immediately corrected him.

I said, no, no, the University of Nebraska at Kearney. Bill was soimpressed with thatCongressman, I'm delighted to be with you.Mr. BARRETT. Thank you, Mr. Chairman. You follow instructions
very well.

I want to say to Congressman Pat Williams of Montana, wel-
come. A big Corn Husker welcome to this State and incidentally,
welcome to the University of Nebraska at Kearney.

I'm really pleased to have Congressman Williams here. I'm par-ticularly Pleased to be able to hold a hearing, a congressional hear-
ing in the middle of Nebraska.

This is a rather unique, unusual circumstance Pnd I think thatspeaks to the importance of this issue, which is specifically the re-authorization of the Higher Education Act.
This is a very important matter to the Congress. We are now inthe process of holding a total of 46 hearings across the United

States with reference to rewriting the Higher Education Act.
This hearing today in Kearney, I believe, is the 35th meeting of

this subcommittee. We will begin the torturous process of rewritingthe act next month in DC.
I'm particularly pleased, also, to be able to welcome the subcom-

mittee staff, which we have with us today, who have been brave
enough to venture outside the Wavhington Beltway and come outand find out how the other half of the world lives.

I was particularly pleaced that our staff, my staff person, tookthe back road from Grand Island to Kearney last evening so thatthe members of our subcommittee staff from Detroit and New Yorkwere able to listen to the corn grow. It was a unique experience for
them, I believe.

Today we're here to li i.en to the concerns and the recommenda-
tions of these experts in higher education. We have with us todaythree panels who are, in, aed, experts. These are the people thathelp administer and spend nearly $20 billion in Federal tax moneyto administer higher education.

I'm especially anxious to hear from rural students as well. Andone of our panels today does include testimony from the students.
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These people who are coping today with the higher costs of educa-
tion, among other things.

Recently, the Congress passed the High Performance Computer
Act, and I included, as a member of the committee, a request that
the the General Accounting Office report back to the committee
the accessibility of high speed computer technology for rural col-
leges and libraries.

And I hope that report will help guide the Congrem as we do re-
write the authorization bill, in addressing the important need for
colleges, rural colleges, to have access to this type of vital technolo-
gY.

I am led to believe that sometimes we in the rui al parts of this
Nation take a backseat to accessibility of this new technology as
compared to our more urbanized colleges and universities.

But the people that are here today testifying realize the impor-
tance of all of that, because they do have to administer the existing
higher education system on a daily basis and as well, these people
will have to live with the changes that we're going to be making.

These changes will be ones, we're all going to have to live with
probably up until or perhaps through the year 2000. So again, I
think it stresses the importance of what we are about.

Certainly one of the concerns that well have to address are the
needs, as Chairman Williams says, of the middle income families.
We have done a pretty good job, I think, in terms of lower income
families but there is perhaps a void out there and Congressman
Williams has introduced specifically H.R. 2561, which deals directly
with this particular issue.

I was with Pat in Montana on Saturday and we were concerned
with that specific issue and heard some excellent testimony at that
time. The bill simply includes a provision, among other things, that
would exclude the assets of the families home and or farm from the
calculation of expected family contribution in determining a stu-
dent's financial aid.

I think this is particularly important to us in rural areas. It
somehow doesn't seem fair that in computing the eligibility we're
looking at not only the value of the farm itself, but also the income
that is derived from that farm. I think something needs to change
in that area.

So, Chairman Williams, I certainly look forward to working with
you and making sure that that provision is and does become a part
of the Higher Education Act I think it's tremendously important.

As I indicated earlier, I also have a concern about loan defaults.
This, I think, is becoming an increasingly serious problem. I have
been talking about a $2 billion default rate in terms of about a $6
billion appropriation for loans and grants.

I'm led to believe now that that figure is perhaps as high as $3.4
billion. Any time we begin looking at nearly half of our loans in
existence being in default we have a terribly serious situation and
something needs to be done and needs to be done quickly.

I'm proud to say that the average default rate for those institu-
tions who are testifying here today is about 4.5 percent. So we have
something to be proud of in this particular area. As a matter of
fact, in the limited research that I did, I believe that the lowest de-
fault rate in terms of the 12 or 13 institutions in my congressional

9
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district is 2.2 percent. And that happens to be the College of Tech-
nical Agriculture over at Curtis. Again, something, I think, that wecan be very, very proud of.

Mr. Chairman, there are three people who have asked that weinsert into the subcommittee's record a statement, if you will
please, from the University of Nebraska, Lincoln's College of Engi-
neering and Technology concerning Title VIII, and secondly, a
statement from Mr. Bob Walker, President of the Rocky Mountain
Association of Stu Nni Financial Aid, and finally, from Cheri L.
Clark, Director of iinaicial Aid, Capital School of Hair Styling; if
that is possible?

Chairman WILLIAMS. Without objection, we'll include each of
those statements as part of the hearing record.

[The statements follow]
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I am writing this letter in regard to Title VIII. Ferci Anderson
and Connie Huse attended the Congressional Heating in Kearney on
July 16, 1991 and received permission for the contents of this
letter to be added to the Hearing Record.

I want to offer testimony on the subject of Title VIII of the
Higher Education Act which pertains to federal funds for
post-secondary cooperative education programs. Represented in this
testimony are the views of co-op practitioners as gathered by the
National Commission for Cooperative Education, the Cooperative
Education Division of the American Society for Engineering
Education, and the Cooperative Education Association, Inc.

ASEE defines cooperative education as an integration of classroom
work and practical work experience in an organized program under
which students alternate periods of attendance at College with
periods of employment in industry, business, or government. Our
College e: Engineering and Technology has one of the most active
co-op programs at the University of Nebraska-Lincoln and we believe
very strongly in the value of cooperative education.

The UNL College of Engineering and Technology is the only college
of ngineering in Nebraska. We have about 2400 undergraduate
students; two-thirds of them are on the Lincoln campus where the
engineering courses are taught and the other third are on the Omaha
campus where the bulk of the technology courses are taught. The
College is part of a land-grant university with the mission of
teaching, research, and service to the State. The research program
was considerably enhanced by the State's Research Initiative passed
by the Legislature three years ago.

Cooperative Education was begun in 1906 in the school of
engineering at the University of Cincinnati. It was not until the
federal government began making funds available through the Higher
Education Act of 1965 that co-op programs were developed to any
great extent. Over 85 percent of this program's funding supports
the implementation of new cooperative education projects. These
are administrative funds used to develop systems, identify job
opportunities and guide students through the cooperative education
experience. As the various programs take hold, the college or

Uhreirsdy of Nebraska-WWII UNversky of Nebrulla at Omaha University of Nebraska Medical Center

1 1
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university assumes a larger percentage of support. The remaining
funds are used in various ways such as innovative and improved ways
of conducting programs and research vital to program performance
and growth.

Students as well as employerS benefit from an active cooperative
education program. Co-op has become an excellent vehicle for
gaining experience before graduation. Students, and parents, gain
a valuable source of funds to meet rapidly escalating tuition
coats. And employers are being very up-front about the fact that
they use student programs, such as co-op, for recruitment of
permanent hires. Needless to say, there are several other benefits
for both students and employers.

Title VIII Reauthorization will impact students, institutions,
employers, and the federal government. Two thirds of the colleges
and universities in the country, representing approximately
13,000,000 students, have yet to develop cooperative education
programs. Particularly in light of the escalating cost of higher
education, fiscal constraint in institution finances, and the
burgeoning student debt and default rates, cooperative education
should be available to more stv.dents. Interest in co-op has
increased greatly during the past five years due, in part, to the
Ad Council's national ad campaign for cooperative education. The
campaign, undertaken at the request of the National Commission, has
resulted in $150 million of donated advertising, and 400,000 pieces
of literature distributed to students, parents, high school
guidance counselors, and employers. Since the beginning of th,.
campaign, the number of co-op students has increased by 48 perceWc.

In order for cooperative education to be available to more
students, the federal government must continue and expand Title
VIII funding to allow institutions to develop strong programs and
increase outreach to traditicnally underrepresented groups. In
many cases, it has been the presence of federal funds that has
prompted schools to invest state and local funds in the programs.
Recognizing the importance of Title VIII, the Administration has
included funding tor Title VIII in the FY '92 budget request for
the first time in more than a decade. The Congressional support
which has maintained Title VIII funding since its inception is
crucial to the expansion of access to this vital program.

Finally, the federal government is undeniably the leader in
education. No major movement to provide equity for students across
the country has or will come from the states. At a time when
industry is p7actically demanding experience along with a gTiree,
it is imperative that the-Taeral government really support the
only program that closes the loop between learning at woir-i
learning in the classroom.

Thank you for including this letter of support in the file. I look
forward to a favorable action on the part of the federal
government.

incerely,

7
i/

6Tris H. Schneider
Acting Dean
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Congresemen Barrett and William., it im a pleaeuro to have thie opportunity
to present the view. of the members of the Rocky Wouatain Association of
Student Financial Aid Administrator. to you and the other maid),es of the
-4bcommittes. Although the over thre hundred members of RHASFAA have hadAteheiva input through our national ameociation, NASFAA, we wieb to
highlight several area. of particular concern and interest.

A. an association of professional financial aid officers. we strongly endorse
the following position. relative to the Reauthorization of the Higher
Education Act of 1965:

1) The elimination of the provimion for determining independency tatue,
for financial aid purpose., bamed on the minimum resources/non-taxedexemption tatus. We upport the concept that All tudente under theage of 24 be considered dependent student., requiring parental
information, with exceptions granted only after A review by the school..
aid administrator of individual extnuating pocial circumstance..
Automatic independent tatue hould be reserved only for those who are
24 or older, vetrans of the armed force., orphan., married etudente,
graduate/profeesional student. or etudents with dependent..

he currant syetam encourages manipulation by families affluent enough to
provide financial support for their children. Vie change would aleo affirm
the philosophy that the family bears the priaary responsibility for financing
poetescondary education of family members, not the taxpayer.

Thim change would greatly eimplify the application form and the related est
of inetructions, benefiting both the applicant and the aid administrator as
we attempt to explain/document the current procedures.

/ The aid administrator, working directly with the et sint at the campus level,
is in the beet position to determine the dependency status of etudents with
special situations.

2) The continuation of the use of professional judgement by the aid
adminietrator for the campus-based aid programs and once again extend
it to the Pall Grant program.

Special condition analysis should be continued for the Pell Grant program,
however, the mpacial condition. criteria do not begin to cover the multitude
f extenuating circumstances in which parents and etudente find the:melt:se.
. Ay measurement system will, for certain individuals, be an inexact index ofability to pay for college costs. Only through thie option can need analpie
be sensitive to specific situations, as opposed to a strict formula based
system.

1
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I) The simplification of the student aid delivery system to include;

A) the elimination of the Student Aid Report (Pell Grant) as part of the

delivery system, and

B) the elimination of prescribed need analysis evaluations for families

already qualifying for certain social services and other infrequently
used standardized formulas. (ie. Simple, Dislocated Worker, Displaced
Homemaker)

The NUltiple Data Entry processors have demonstrated the capacity to
accurately and efficiently establish a student's Pell Grant eligibility and
transmit this information to the appropriate higher eduzation institution.
To delay the proper payment of funds to a student due to lacking a piece of
paper is ludicrous in this age of electronic communication.

The conplexity of several formulas imbedded in the need analysis system has
complicated the application completion process for students, increased costs
to the federal government due to computer programming and regulatory changes
and served very few actual aid applicants. National studies have indicated
less then 3% of the total filing population qualifies for these spezial
calculations.

t also does not necessarily give an accurate picture of the financial
.trength of particular applicants. By eliminating these special formulas,
the application and delivery process is simplified and the campus aid
officer, through professional judgement, can still address those students
with distinctive situations.

4) The review of the formulas calculating the contribution from both
dependent and independent students. This review should include a
careful analysis of the family size offsets and standard maintenance
allowances against income and the appropriateness of currently used
taxation rates.

Many MANTA members feel the current formula in Congressional Methodology
treats the resources of independent students too generously. This has caused
a shift in the type and amount of funding available to this student
population from the previously used Uniform Metnodology.

Also, is the use of prior year income information reasonable when determining
the resources available to students? We simply question if equity exists in
he distribution of limited federal and institutional aid funds.

2
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5) The student aid application/delivery system should focus solely on
financial aid, and not in policing other social policy.

.though we all desire financial assistance funds to be directed to deserving
students, we question the desirability of enforcing social goal .. via this
unrelated system. Compliance with Selective Service, Iasi tion and
Naturalization and anti-drug abuse certifications serve to furthe Implicate
an already overburdened process. Computer data based matches are suited
to accomplish this function rather then the financial aid administrator.

6) The notion of a nationally standardized aid packaging formula is not
pertinent nor conducive to the needs of individual student aid applicants or
schools.

Just as a national need analysis formula does not always adequately address
the specific circumstances of a family, neither does standardized ethod
of distributing aid dollars. Existing aid programs ell have guidelines es
to qualifications and each school has differing amounts of funds available
under each campus based program. These factors already define what a school
can offer students and to further delineate adds more time end money spent
on regulatory endeavors at the expense of students.

7) Until ,.he Pell Grant is adequately funded, it is inappropriate to permit
less half-time students into this aid program.

The current maximum amount of $2400 per year is woefully short compared to
today's college costs. Following the passage of the Middle Income Student
Assistance Act of 1978, the maximum grant has increased only $600 to its
1991-92 level. To further erode the "buying power" of Pell Gr..nt funds
exacerbates the funding shortfall already experienced by the majority of Pell
recipients. Likewise, we encourage the elimination of Pell eligibility for
correspondence study and limiting Pell funds for incarcerated students to
only direct costs, such as tuition/fees, books and supplies.

Other areas where we encourage action are:

A) The development and implementation of a National Student Loan Data Base,
B) The development of program regulatory relief for schools meeting certain

performance criteria of excellence and cospetoncy,
C) The development of standardized Pert B loan applications, and

i The prompt formulation and delivery for consent of proposed Department
of Education regulation..

On behalf of the RMASFAA membership, thank you again for this opportunity to
express our views. As ever, we are At your service to provide additional
background material in support of our stances.

3
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tx
4004 SCHOOL OF HAIRSTYLING

TO: Congressman Pat Williams
Congressman Bill Barrett

FROM: Cheri L. Clark
Director Financial Aid

DATE: July 12, 1991

On behalf of Capitol Schools of Hairstyling, I would like to thank you for

-.1.lowing me to provide written testimony to you regarding the House

Postsecondary Education Field Hearing for Reauthorization of Title IV

Federal Funds that will be held Monday, July 15, 1991 at the University of

Nebraska at Kearney.

I realize that there are several issues that are being proposed under

Reauthorization and I would like to outline for you my input on some of

these below:

A. Throughout the entire Reauthorization process, I would like to ask that

you keep in mind that students should be allowed "Freedom of Choice", to

4-tend the "/nstitution of Their Choice", once they have made the

decision to continue their education within the postsecondary educational

system.

1618 Harney St., 68102(402) 342-4821 /2819 So. 1251h Me., Suite 268, 68144 14021333-3329
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B. The Poll Grant, its funding levels and students grade level eligibility

as been an issue for several years. It has been proposed in the past that

the Pell Grant Program be awarded to students for their first and second

years of postsecondary educational training with the loan programs being

available for the third and fourth years of training. I would hope that

during reauthorization Congress would reevaluate this concept and make

the datdrmination to implement this.

C. The Cohort Default Rate is of concern to everyone and provides very

vital information to the Department of Education, Lending Institutions and

to Posteecondary Institutions. The Rules and Regulations that have been

stablished for both the Lending Institutions and Postsecondary Institutions

are valuable and essential. These have established a good working

relationship between both institutions and this type of relationship needs

to strengthen and continue. We do neeC to keep in mind that Postsecondary

institutions do not approve the loan nor do they collect the loan.

Postsecondary Institutions do, however, play an active role in counseling

the student, while they are in attendance. Once the student leaves the

school, however, they loose direct control over the loan collection steps

that the lender is performing.

The Cohort Default Rate is based upon the number of borrowers in default ani

not the dollar value of those that are in default. We do need a formula to

Atermine the Default Rate, however it appears that the statistics should

take into consideration all the factors that are involved with defaulted

loans instead selecting only a portion of the complete picture.
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An example:

. hool A has five (5) students in default with a dollar value of $1,000.00

is treated the same as School B who has fiVe (5) students in default with a

dollar value of $10,000.00. Schools do not default on student loans

borrowers default on student loans.

D. The use of Professional dudgement needs to be administered uniformly

throughout all of the Title IV programs. Currently, the Financial Aid

Director in permitted to utilize Professional Judgement with the Campus

Based Financial Aid (i.e. SEOG/SSIG/Perkinu Loan/CWS), whereas they are not

permitted to use this with the Pell Grant Program. Financial Aid Directors

t permitted to file Special Condition forms for the Pell Grant Program,

however, these conditions vary from the administration of Professional

Judgement. We need to insure that all Title IV aid is administered the

same, utilizing the same eligibility criteria to insure prOper utilization

and distribution of Title IV funds.

E. Providing Technical Assistance to Institutions instead of students would

benefit not only students with need, but students without need as well. A

basiC concept of federal financial assistance is to help those students who

can not afford college educations and not subsidize those who can. To

subsidize institutions could remove the "Freedom of Choice" for the student

t A could Lorce them to choose subsidized institutions over nonsubsidized

institutions for matters of finance rather than prog:am offerings. Funding

such as this should remain within the Title IV prcgrams to insure fair and

equitable awarding to the needy population

A
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P. Providing Pell Grant assistance-to the less than half-time recipients

wuuld work, if there was adequate funding. If the Federal Government does

not plan to provide additional and sufficient funding, then this should not

be considered. We need to give priority to insure that we are providing

adequate support to students who are attending on.at least a half-time

status first.

I would like to "thank you" for taking time out of your busy schedule to

host this hearing and permitting me to provide you with this written

testimony.



16

Mr. BARRETT. Thank you, and I am looking forward to hearing
the testimony today from three excellent panels of experts in the
field of higher education and I'm specifically looking forward to
finding out how these people are coping with the challenges which
are facing.

Thank you, Mr. Chairman.
Chairman WILLIAMS. Thank you, Bill.
We do, as Congressman Barrett has noted, have three panels, ex-

cellent people. Bill wanted to include as many folks as possible
today.

The gavel will fall in Washington early tomorrow morning and
we have to be back there when it falls, so we would only encourage
you all to remember that you're entire statement will be printed in
the record, as part of the hearing and of course included on our
record.

And we'll ask you to summarize or present your remarks in a
manner that would be within keeping with our time, because we
want to hear from, give adequate time for members on all of the
panels.

Now, every hearing one goes to, one finds that the microphone
systems don't work as well as they ought to, which is obviously the
fault of those teaching electronics in our colleges and universities
in America, so we have to wait just a moment, I guess, until the
new mixing box is put in to place, and then we'll begin to hear
from our first panel of witnesses.

Here comes one of those students now.
We will first hear from Doctor Massengale, the President of the

University of Nebraska. Doctor, it's nice to have you before this
subcommittee again. I look forward to your testimony.

STATEMENT OF MARTIN MASSENGALE, PRESIDENT, UNIVERSITY
OF NEBRASKA

Mr. MASSENGALE. Thank you.
Congressman Williams and Congressman Barrett and ladies and

gentlemen, I am Martin Massengale, President of the University of
Nebraska.

First, let me say that we're delighted to have you in the State of
Nebraska today and I am personally pleased to have this opportu-
nity to discuss elements of the reauthorization of the Higher Edu-
cation Act.

Congressman Barrett, I should say, as a result of the University
of Nebraska, prior to becoming a part of the University, that we
now have a hook up to permit that on this campus and that in
turn, through the Lincoln Campus, so we are a high computing net-
work, and I'm pleased about that.

The legislation that we're talking about today is of great impor-
tance to the Nation and to Nebraska. At a time when budgets are
extremely tight, when many States hay?, experienced mid-year
budget cuts in one form or another and higher education institu-
tions across our country are facing potential budget cuts for the
coming year, this reauthorization legislation becomes very, very
significant.
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Many universities, like our own, are balancing on a fine edge be-
tween the need to maintain a quality that we've worked so careful-
ly to achieve, and at the same time settling to keep costs as low as
possible.

Let me say this morning our support for higher education needs
to come in many critical areas. Some of them are addressed in this
legislation.

The University of Nebraska is a land-grant university of public
higher education as conceived in the Morrill Act of 1862, as a con-
cept of access, as one of it's founding platforms. It is clearly appar-
ent that providing access is in the national interest and has been
and should continue to be, in my judgement, a priority of the Fed-
eral Government.

Most critical portions of reauthorization have to do with student
financial assistance to provide this access. We must provide more
outright grants for low income students. The new proposal, a
$4,000 dollar maximum on Pell Grants and increased living ex-
penses would make a substant:al difference for many stucients and
families throughout rural parts of our country, particularly in Ne-
braska.

Grant awards have not kept pace with inflation and loans have
become, if not the only game in town the most available one to the
majority of our students.

It is simply not fair, in my opinion, to saddle our most disadvan-
taged students and families with the debt that will take them a
decade or more to repay once they've finished their education.

It can be worse yet to provide aid that, in effect, is wasted be-
cause it is not sufficient to cover costs and adds burdens that even-
tually will drive students away from higher education rather than
encouraging them.

Another area of the proposed changes include offering eligibility
to families with incomes up to $43,300, which will make Pell
Grants available to more of our hardworking moderate income
families that your Chairman spoke of just a few moments ago.

This proposal is important not only to colleges and universities
in urban areas, but also those located in rural areas, such as where
we are today.

The visibility of low income families may not be as great in rural
communities as it is in urban areas, but the need for access to
higher education is equally as great.

Now, I understand that the direct loan program may be put for-
ward today, the direct loan program may be put forward under
Title IV either as a free standing program within the Stafford loan
program, or as a replacement for Stafford.

A proponent indicated that there are cost savings to be realized
through this vehicle. The proposal may have merit, but I think it
also requires thoughtful consideration and thorough analysis to de-
termine whether it would provide greater efficiencies than the
present system.

Most important among all these proposals is whether sufficient
aid is available to those students who need it and in a manner
that, in my judgement, is straightforward, understandable and
workable. That is the bottom line.
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Under Title V, inclusion of new language which would provide
support for professional development schools is a worthy proposal.
There is an important opportunity here to make major improve-
ments in public school instruction through this very productive col-
laboration, particularly between public universities and the K
through 12 school system. Support for this program would be
highly beneficial in most cases.

In that same vein, I would like to speak to another proposal
which is of concern to us. That is the elimination of Part E of Title
IX, which would result in the loss of the current Council for Legal
Education Opportunities for minorities.

This provides a summer experience in legal education for disad-
vantaged minority students. It's designed to give them a head start
on law school, to improve their prospects for success.

I think this is exactly the kind of program we should be develop-
ing and enhancing, and I would hope that you would be able to
retain this valuable program.

There are many other aspects of the reauthorization that are sig-
nificant, to us but we cannot cover all of them in the time frame
this morning.

Expended support for FIPSE, Fund for Improvement for Postsec-
ondary Education is one of them. Expansion of the National Need
Fellowships, which addresses priority needs in replacement and ad-
dition to our faculty pool, is also of tremendous importance to us in
administration that are going to have to be replacing those facul-
ty's retiring in the 1990's. It is critical to our future, as well.

The assistance of library computer networking under Title II, es-
pecially in rural locations, is important. The cooperative education
program under Title VIII is another of those that should be reau-
thorized and refunded.

There are numerous others. But above all, bringing my com-
ments to a close and summarizing those, adequate student finan-
cial aid, attention to minority recruitment and fairness to moder-
ate income working taxpayers in securing financial aid are of over-
riding significance.

I would urge you to address those issues fully and fairly in for-
mulating the reauthorization.

Mr. Chairman and members of the committee, I thank you again
for providing to me this opportunity to appear before you this
morning.

Thank you.
[Statement of Dr. M.A. Massengale follows:]

23
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Testimony - Subcommittee on Nigher Education
U. I. Rouse of Representatives.
Committee on Education and tabor

A. Nassengals
President
University of Nebradka

OUly 15, 1191

Congressman Williams, congressman Barrett, ladies and
gentlemen, Z am Martin Massengale, President of the University of
Nebraska, and Z an pleased to have this opportunity to discus.
elements of the reauthorization of the Higher Education Act of
1065.

This legislation is of great importance to the nation and to
Mehreake. At a time When budgets are extremely tight, when miser
states have experienced mid-year budget cuts in one form or
another and higher education institutions across the country are
facing Potential budget cuts for the coming year, this
reauthorisation legislation becomes even more significant.

Many institutions, like our own University, are balancing on
a fine edge, between the need to maintain the quality wa have so
carefully worked to achieve, and at the same time the necessity
to keep costs as low as possible.

Suffice to say that support for higher education needs to
coma in many critical areas, and sons of them are addressed in
this legislation.

Public higher education as conceived in the Merrill Act of
1542 had the concept of access as one of its founding platforms.
Zt is clearly apparent that providing_access is in the national
interest; it has been and should continue to he a federal
priority.

The most Critical portions of the reauthorization have to
do with student financial assistance to provide this access,. V.
must provide more outright grants for low income students. zhe
new proposal for a $4,000 maximum on Pell Grants and increased
living expenses swords mould maks a sobetantial difference for
many students and families.

"rant awards have not kept pace with inflation, and loans
have become, it not the only game in town, the most available
one. Zt is simply not fair to saddle our most disadvantaged
students and families with a debt that will take them a decade ormote to ropsy. It can he worse yet to provide aid that in effect
ls mated beosuse it is not sufficient to cover costs and adds
burdens that eventually drive students away from higher
education.

0 4' r
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In another area these proposed changes include offering
eligibility to families with incomes np to $43,300, which will
mike Pell crant. available to more of cur hardworking aoderato
imams tawLiie. This proposal is important not only to colleges
and universities in urban areas, but also those looated in sore
rural areas. The visibility of lower income eosinsa may not be
as great in rural communities as it is in urban areas, but their
need for access to higher education is equal.

X understand that a direct loan progran may be pat forward
under Title ri either as a free standing new program within the
Stafford loan program or an a replaosment for Stofford.
Proponents say that there are cost savings to be realised through
this vabicle. The proposal but it also requires
tboughtful consideration and analysis to determine
whether it will provide greater off ciencies.

Most important among all these proposal. is whether
sufficient aid is available to students who need it, and in a
sans= that is ntraightforward, understandable and workable.

under Title V, the incluaion of new language which would
provide support for Professional Dsvelopment Schools in a worthy
12::::1;gbere is an important opportunity here to oaks aajor

to public school instruction through this very
produative collaboration betmoon public universities and the 1-12
pub/ic school system. Support tor this proms would be highly
beneficial.

Xn that same vein I would like to speak to another propowil
vhich is of concern to us. The elimination of Part X of Title IX
would result in the loss of the current Ciao osrn, (the
Council for Legal Education Opportunities), Oh provides a
summer experience in legal education for disadvantaged minority
students. It is designed to giVe them a bead start on law school
to improve their prospects for slyness. Thin is exactly the kind
of program wv should ba developing and enhancing, and I would
urge you tO keep tbis valuable program.

There are sawy other aspects of the reauthorisation that are
of significance to us, but that cannot be covered in this time
trams. Eapanded support for FXIDSX, the Fund for Improvement of
Postsecondary Education is ons. Upswing of the National toed
Fellowships, *Job address priority needs in replacement and
addition to our faculty pools, is almo of tremendous importance
to us now and will be critical in the future. Assistance for
library computer networking under Title XX, especially in rural
looations, ia also important. And there ars Bony others.

Sot above all, adequate studont financial aid, attention to
ninority recruitment and fairness to moderate ince= working
taxpayers in securing atudont financial aid aro of overriding
importance. And X would urge you to *Moms thee* issuss fully
and fairly in formulating tn. reauthorisotion. Thank you.

") 5
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Chairman WILLIAMS. Thank you, Doctor. We'll complete this
panel and then perhaps have questions for each member of the
panel.

Doctor Thomas Reeves, President of Hastings. Doctor, we're de-
lighted you're with us today.

STATEMENT OF THOMAS REEVES, PRESIDENT, HASTINGS
COLLEGE

Mr. REEVES. Thank you very much.
Congressmen Williams and Barrett, members of the counsel,

staff members, my name as you heard is Thomas Reeves, and I am
Pr :dent of Hastings College.

I am also the Chairman of the Association of Independent Col-
leges and Universities of Nebraska, which is a consortium of 11 in-
dependent non-profit institutions located within the State. Hastings
College is the only indeNndent college located in Nebraska's Third
Congressional District, and we are extremely proud that an alum-
nus and trustee of Hastings College is our congressional represent-
ative.

I am testifying today about the importance of providing access
and choice to students who wish to continue their formal education
in the postsecondary sector. As the President of an independent
college, I know of the extreme financial hardships that many stu-
dents and families face in attending the college of their choice.

I am concerned that fewer middle income students will be able to
attend independent colleges unless changes are made respecting
eligibility and support for Federal financial aid programs.

Nebraska students are not unique among midwestern States, in
that much of the family wealth in rural areas stems from owner-
ship of farm and ranch land, which Congressman Barrett was re-
ferring to a few moments ago.

Land rich and cash poor is an accurate description of many of
the families of our students. From a practical standpoint it is
simply unthinkable to require parents of dependent students to liq-
uidate their income source so that the student ca:i afford to pay for
college, yet, that is what the current Federal statutes require.

My first recommendation to the subcommittee is that you ex-
plore broadening eligibility for grants and loans to middle income
students by eliminating a portion of farm equity from statutory
needs-analysis formulas.

I know that you have heard testimony about the diminishing
percentage of traditional age-dependent students who receive Pell
Grants and other campus based assistance.

More than 60 percent of current Pell Grant dollars now go to
students classified as independent. When the statutory need analy-
sis was changed in 1986, dependent students became less likely to
receive grants.

This has resulted, I believe, in an exploitation of the independent
student definition by families and students when those students
are, in fact, dependent.

My second recommendation is that we ins.irt appropriate safe-
guards into the process so that all students are treated fairly.
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We are most aware at Hastings College of the continued declin-
ing value of Pell Grants and other campus-based aid programs. We
have attempted to fill in those unmet need gaps with vastly in-
creased institutional financial aid for our students. The independ-
ent sector in Nebraska provided almost $29 million in scholarship
assistance in the 1989-90 academic year, an increase of $9 million
from 1985-S6.

At Hastings Collage in 1986, institutional aide was approximate-
ly equal to the aid received from Pell and SEOG. Four years later,
in 1990, we awarded four times as much institutional aid as our
students received from Pell and SEOG.

And I might add that this year at Hastings, and I think it would
be true at the other independent colleges, approximately 36.5 per-
cent of all tuitions and fees have to be returned to the students in
institutional aid.

Institutional aid is now our largest expenditure comprising
almost 28 percent of our total spending. This has certainly had a
significant impact on our ability to fund other priorities as we
thought we might.

For example, our faculty salaries increased about 19 percent for
the 5 year period from 1987 to 1991, compared to an average of 33
percent increase in the public sector.

We believe strongly the recommendations regarding Title IV pro-
grams t*.ansmitted by 12 higher education associations, including
NAICU, the National Association of Independent Colleges and Uni-
versities, to your subcommittee on April the 8th should be adopted.

Enhancement of Pell, SEOG, college work study and Perkin
Loans will assist students in choosing the right college or universi-
ty for them.

I want to conclude my comments by talking about the impor-
tance in our judgement of the SSIG program to Nebraska's inde-
pendent colleges and universities. It appears that SSIG is often ig-
nored and often disparaged by experts in the political and higher
education community.

I can say with some degree of certainty that if Congress had
eliminated the SSIG program when it was first proposed to be
eliminated by the President in 1980, we would not have a scholar-
ship program in Nebraska now for independent college students.

We didn't get any funding until 1987 and only in the last couple
of years have we had anything which would resemble an over-
matching of State funds.

I am concerned that if the SSIG program is eliminated our State
scholarship programs would also be in some trouble.

I believe the policy of leveraging Federal money by providing in-
centives to States to create their own scholarship programs to be
an important policy and would hope to see the SSIG program
strengthened and continued. In States with constitutional provi-
sions, like Nebraska's, where direct institutional aid is prohibited,
scholarship programs provide the only way that our students may
receive any State support.

I'm speaking of our students in the independent sector.
Without SSIG, that support might not be forthcoming in the

future.
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I wish to conclude my r3marks with the recommendations of the
12 higher education associations presented to your subcommittee
on April 8, 1991 and indicate our general support for those recom-
mendations.

I'd be happy to answer any questions that you might have.
Thank you very much.
[The prepared statement of Thomas Reeves followsd

26
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Congresesen Barrett and Williams, staff somber., my name

is Dr. Thomas Reeves and I an president of Hastings College. I am

also the Chairman of the Association of Independent College. and

Universities of Nebraske, a consortium of eleven independent,

non-profit institutions located within the state. Hastings College

is the only independent college located in Nebraska's Third

Congressional District, and we are extremely proud that an alumnus

and Trustee of Hastings College is our Congressional

Representative,

I am testifying today about the importance of providing

access and choice to students who wish to continue their formal

education in the postse0ondary sector. As the president of an

independent College, I knov of the extreme financial hardships that

many students and families face in attending the college of their

choice. I am concerned tbat fewer middle income students will be

able to attend independent colleges unless changes are made

respecting eligibility and support for federal financial aid

programs.

Nebraska students are not unique aeon midwestern states

in that much of the family wealth in rural areas stems from

ownership of fern and ranch land. Land rich end cash poor is an

accurate description of many of the !Wallies of our students. From

a practical atandpOint, it ie simply unthinkable to require parents

of dependent students to liquidate their income source so that a

student can afford to pay for college, yet that is what the current

federal statutes require. Ny first recommendatian to the

suboomnittee is that you explore broadening eligibility for grants

and loans to middle income students by elininating a portion of

farm equity Eros statutory need-analysis formulas.

I know you have heard testimony about the diminishing

percentage or traditional college-age dependent students who

receive Pell Grants and other campus-based assistance. more than
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sixty pexcent of current Pell Grant dollar. now go to students

classified am independent. When ths statutory need analysis was

changed in 1986, dependent students became les. likely to receive

grants. This has resulted, I believe, in an exploitation of the

independent student definition by !mini*. and students when those

students are, in tact, dependent. Ny second recommendation is that

we inmert appropriate safeguards inte the process so that all

students are treated fairly.

we are most aware at Hamtings Collage of the continued

declining value of Pell Grants and other campum -homed aid programs.

We have attempted to till in those unmet need gaps with vastly

increased institutional financial aid for our students. The
independent sector in Nebramka provided almoot 29 million dollars

in scholarship assistance in the 1999-90 acadesic year, an increase
of 9 million from 1985-86. At Hastings College in 2966,

institutional aid vas approximately equal to aid student received
from Pell and 8E0G. In 2990, ve awarded four time. as much

institutional aid a our students received from Pell and 8200.

Institutional aid im now our largest expenditure, comprising almost
28 percent ot our total mpending. This has certainly had a

significant impact on our ability to fund other priorities of the

college. For example, our faculty salaries increased about 19

percent for the five year period from 2987 to 2991, compared with

an average 33 percent increase in the public seotor.

We believe the recommendations regarding Title IV

programa transmitted by twelve higher education *emaciation.,

including NA/CU, to your subcommittee on April 8 should be adopted.

Enhancement of Pell, GROG, college work study and Perkins Loans

will assist students in choosing the right college or university
for them.

I want to conclude my comments by talking about the

importance of the SS/G program to Nebraska's independent colleges

and universities. It appears that ssIG is often ignored and Often

3 1
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disparaged by eexperts" in the political and higher education
community. I can say with some certainty that if congress had

liminated the 88IG program when it was first pmposed to be
liminated by the President in 1980, we would not have a
soholarship program in Nebraska. We didn't get any funding until
1987, and only in the last couple of years have we had anything
which would reeeible an overmatching of state funds.

I am concerned that if the 88= program is eliminated,

our state scholarship programs would also be in trouble. I believe
the policy of leveraging federal money by providing incentives to
states to create their own scholarship programs to be an important
policy, and would hope to see the NIG program strengthened and
oontinued. In states with cOnstitutional provisions like Nebraska's
where direet institutional aid is prohibited, scholarship prograas
provide the only way that ram students may receive any state
support. Without 88/G, that support might not be forthcoming in
the future.

r wish tO supplement my remarks with the recommendations
of the twelve higher education associations presented to your
subcommittee on April , 1991, and indicate our general support for
those recommendations. I would be happy to answer any questions
you may have.
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DUCHLIGHTS OP WA REA17111ORIZATION RECOMMENDATIONS
Transzdtted to House Postsecondary SubcomnUttee

lry 12 Higher Educatir Associations, April 8,1991 (Rev)

enowalitzliambitillianatSigthagal:

A revised and simplified iltie would combine unfunded authorfties of Mies
(Continuing Waldorf) and Xi (firkin Grants) in a new program for Univasity
Outreach, Community Service and Continuing Education.

Part A. Urban Comonmity Service, (current XI.3 rivisof. together am she current V41
authority for School, College and Community Pertnerohips) would authorize grants to urban
institutions, including two-your and four-year institutions, to bring their knowledge to
bear on the problems of urban amis.

Part B. Pannarshipe for Continuing Higher Education, would authorize grant to
support program to serte the riontinuing education needs of adult learners
(111,11/101 the current "Our* in repealing 14, 1-C and 1.1, (netional pregram
Mowry coma, studoil Homy corps).

Ite Title would be changed to °Academic Libraries in an ElectrOrtle Networked
Environment." The currantly unfunded DA (Grants ter Coitege Library Rasoutces) would
be revised and combined with (College library Technology end Cooperation (rum) to
establish a reinvigorated program of technological and cooperative asdstance with a
priority for noedy Janina:ions not yet linked to kbrazy resource sharing networks.

II-8 (library Education, Training, board and Deedopment) would be modified to
place emphasis on the training ohninority librarians.

(Strengthening Research library Resources) would be modified to emphasize
projects related to the Intentet/NRD1 and ,T) encourage interinslitudonal cooperation
in collection development.

3101111fintilladona1 Aldia

The five-year wait-out period would be eliminated for Institutions which
sums/ay complete a Part A grant.

Greater fiedbility in the use Part B funds would be accomplished by permitting
activities which are not spedlically authethed but contribute to tho overall pt_trpoess of
the program. The Part B minimum grant would be changed front $350,000 to $WOP° to
help equalize funding for smaller institutions.

Five Hears would be added to the list of institutions eligible for grants under
Section 326, the graduate section of Part 8, and the Seattary would be suthorized to add
other Institutions as appropriate.

3 3
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A Separate Sr million authodiation for historically black colleges and universities
would be established in Part C Challenge Grants, and the &teal Part C authorization
would be increased to 575 million. Challenge grants would be capped relative to the size
of the appropriation.

Institudons receiving Part A or 13 grants would be permitted to participate in
multiple cooperative agresmants; grants could be awarded directly to formal consortia.

Itilitniffinitotiolablush

Med= A $4,500 Pell Grant maximtms would be established and adjusted
smelly thereafter based on the Cmuumer Price Index. Such a substantial increase is
necessary to repair the erosion of the award over the past decade, and usure that its
value is maintained.

The formula for deternthdng individual Pell awards would be changed to make the
MAXIMUM award equal $2750 for living expenses, plus 23 percent .1 tuition (sot to
mai 0750), mines Expected Family Contdbution (EFC). Future adjustments in the
mardnuun above MOO would be split dollar for dollar between the living cost and
tuition components of the formula.

The proposed formula would alpilflcantly fnasese awed, for all low-Income Pell
recline*, induav a mcn realistic living allowance (sbern V ge mop coot of TOOK
bend, end boob), while at the same time inaeulng the tetion-eetsitivity of the award
in recognidon of the heads of students who pay higher direct educational

would be emended to families with income up to $44,000 t below
PAISIZ(ENny ind 4 $25.00041.101 fr Infittion) to Masan the participation of

workintdass families end students attending baccalaureete degree-grenting
institutions. It would also simplify the current complex formula witichs= three
computations to determine each award. Awards would be prorated for
attending programs of less than an academic year.

The Education Department would be required to borrow from the following yearwhenever appropriated funds am thoultkIset. Removing the Dupsrtment 's authority
to reduce awards when Its animates indicate that funds are hnsuffident would mark an
important step to establish VOWS certainty In the program, so that students can make
their educational plans based on assurance of the amount of itid they will receive.

Canintmassesthygrems. SEW, CWS, and Perkins Loans would be continued and
expanded with the following modification&

An incentive for persistence and retention in higher education would be established
by allocating edditional funds based on the calculated need of eligible aid &Mae%
who have completed the freshman year. Such an Incentive Is needed to Wiese the
serious problem of low retention and compleion rates in postsecondary education.
Institutions would continue to award campus-based funds to all dasses of students as
they do now, but those doing a better job of retaining students and encouraging thent to
complete their programs would receive a lerger allocatior t any funding.

BEST CITY 1111/LABIE

46-416 0 - 91 - 2
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Authcrity to transfer funds among campupbuid programs would be &wended by

permitting institutions to transfer up to 25 percent ol'SEOG, CM, and Patine funds

smmag the programs. Currently only 10 perceat of SEOG and CWS funds are permitted

to be seamier:ed. In exchange for such .ãded flodbility to use ampus-bssod aid, the

institutionsi matching requirements would be inaessed in the aggregate by setting a

uniform 25 percent rate for all three programs tcurrettly the muck is 10 percewt for

Mine, 15 permit for SEOG, arid 30 percent for CW11.

fdillAidegingSdbiretwiti. The SSW program would be continued and its
sulhodzation expands& An important new authority I. also propose& to Fowl*
federal matching to encourage states to establish or expand early kttervwticn programs

for at-risk secondary students.

Several states have established pioneering *arty intervention programs, Weed on a

commitment to provide low-incoms students from sixth grade through high school
with motoring, moidIm and spedal remedial services they need for acsdamic
success, including caw $audng, early assessment of eligibility for federal al& and the

usurer= of stale assistance to attend college if they graduate from high school. Such a

new Initiative under the SSIG program would forge a aitkal link in the expansion of

educatkmal opportunities: the failure to obtain or postsecondary education is
often ettributable to the fact that junior and senior school students sod their

gzitizintaware of academic praequisites for attendance. have inadequate
about the availability-of federal aesistance, and lack encouragement to plan

kr college.

In a related recommendation, ari amendment to the Title IV General Provisions ts
proposed to authorize funding for a nadmal infonnation campaign lo publidze the
availability of federal student aid, the importance of postsecondary education In long-
horn area planning, and the need to complete a itigh school propel% which meets
college requirements.

nalgiammi. The authorization would be increased to amble these programs to
reach a larger percentege of at-risk students. Despite their proven success, they arra
ime than tam percent of students sligibI. for TRIO earkes. Talent Search would be
&aoudad into the sixth pada, mmtim with other stage and private programs of
remsdktion and support would be enhanced, and steps would be authrihsd to
stimgthen programmatic and administrative accountability for the programs.

Several recommendations are milli* to expand loan availability, to

meet flatarillowne'sti of students and paw" to extend flexible repaymentoptions to
student borrowers most at risk, and to effect significant savings in tlw fedeml cost of the

loan program

rinimillactIendlonsmoon would be created using federal capital under the
mandatory spending cap for institutions with a proven record of financial

t. This would make um of the new credit reform accounting rules to

7:rlion:lirenmore loan capital at less cost to the federal government, which in turn would
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help Same a needed expansion oi loan Soda. No institution sld be required to
participial% eligible institutions would act as arms of the federal government to
odgbais loans on hems and auditions comparable to Staffoed Lams. Loan servicing
could be contracted; loans would be owned by the federal government and no
gunmen or special allowance would be necaury. Institudons would be compensatedfor costs such as losnlielgInation.

itfoegligaalangexmont =Wu would be ertablished for borrowers with a highratio of debt to income lila terries school, including a requirement that lenders
provide a gradated repayment schedule for all borrowers who request it.

the erosion in the vain* of loans due to inflation over the past decade,
bi:411MitistivaSould be wed, restricting limits for freshmen and

imam for sophomoces, Itudors and seniors. Limits foe PerkinsPelanditsAVerloans
would be set at MOO for freshmen, $5000 for sophomores. Juniors and seniors, $10,000

ft:grist:la and profesoional students, with aggregate limits of =coo for
ales and $73,500 for midergraduate andgraduate. RS limila would be $IOCO

for froobswo, $6e00 fOr eoPlioloores, juniors and seniors, $10,000 for graduate studAnts,and $75,003 aggregate. PLUSlimits would be removed entirely.

atiffittinbuitadaranakumatradikla Orr the fourth You of rePaymentkg., TN* plue 3.25 raw Oisstad ana4 with a WO 412 pacort). This wouldcomb.= the !menthe fee lender partidpadon ad provide cost shoring between theb o r r o w e r a n d t h e g o v e r n m e n t in the latter years of repayment to minimize federalcosts attributable to loan subsidise.

Issigualidgen. To reduce die regulatory burden and assure that the=madly le consulted in advance on a regular beds as part of the man of
developing regulations, several steps are raw:needed:

The Slattery would be required to establish, in consultation with the community,pedoemancabased standards for the adathiistration of Ilde IV proams by differenttypes of institutions, including attest& for waiving regulatory requbauents forinstitutions which meet appropriate alternative etindards.

The Semis/7 would be authorised to make demonstration rants to insthutions toleCeurert innovative approaches that improve the administration and reduce theregulatory burden of Mimi programs.

Ilse Deportment would be required 10 Mint in negotiated rulemaking 00: TitleXID.

To address aw problems of rising defaultcosts
mismaltinthalibleglaillialliVAiniementthe student aid postern which have undamined the

owlfbilitY. recommendations am made to strenedien the integrity of the program%

The Deperezent would be required to develop obiectiee performance standards inconsultation with the higher education community, Induding reliable criteria for
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Ideatifying institOtions experiendig prcblems in administering the student ald

programs.

The Suntory would be given explicit authority to set standards for recognition of

accrediting agendes far porpoises of federal student aid eligibility.

The Secretary would be authorized to establish, in cooperatios with the states and

the State Higher Educadon Executive Offices *hearth fat Seem= 01 Postescondliy
Institutions, including appropriate oversight and hwastigation of complahlts.

To assure that the Education Department maintains adequate staffing support for
the student aid programs, amendment of the Ilde IV General Provisions is
recommended to 'publish a line hem in the Deportment's Salaries and Expenses
budget for administration of the student aid programs.

WAIL Two peograms are recommended for repeal: the authorization for
'Assistance to Institutions of Hierur Education" which vim included in the Act in 1772
and has new boon funded, and the Income Contined Direct Loan Demonstration

=atdded in 1906. In view oi the overriding priority far funding of student
it is not realistic to retain in the stands the complier formula for Wit.01.

education payments based an the number of federallraided stelae end the type of
thstitution. The IMMO Ccetingett loan program would be replaced by proposed
authoeity for more flexible repayment provirices for all Weal loans.

The current Foy= would be revised and simplified into three interrelated parte

Part A, Esoultnent of Underepresented Populations into Teething, would
provide an expansion of Douglas scholanhipe Smash the addition of a Teacher Corps
program to recruit minorities into leeching. The mid-career training program would tra
revised to give pliority to mid-career minorities.

Past 5, Hawkins Partnership Schools for Professional Practice and Research would
establish a now program of partnerships between colleges and schools to promotethe
restructuring of elementary/secondary education end collegiate-based teacher
prepeeation. The goal would be to establish one pc -anhip school in eadt
oonkgrenional district.

Part C, Teethe and Faculty Profeedonsi Development, would modify theCivista
McAuliffe Fellowship program to permit ?Aglow* to work ht Partneeldp
Nationsl Professional Desielopment Academies would be authorized to provide
professioaal growth activities for K-12 teachere, administrators, and higher education
faculty engaged teacher training.
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ThILYUllateisidbandidisulka

ne authorized activities of the national mourn centers would be amended to
include outreach activities with a broad spectrum of Rotational schools, and to
emphasize that the centers be national in scope and limited in number.

The unfunded second-tier FLAS program would be replaced with one less
administratively complex.

The turdergreduate programs would be revised to provide seed funding tor the
creation of new programs; and to stabilize programs of :cognized orcellowe.

A naw subsection would be added to the summer language institutes program to
authorize instftutee for foreign area studies.

The ream* section would be modified to reflect emerging challenges and to
Include activities viewed u aided to the further development of language and ern
studies and other international fields.

The periodkals program would be amended to permit the collection of timely
resserdt materials that may exist cmly in urtnusalpt (orm.

The equitable distribution of funds section would be modified to encourage
enhanced funding ot undergraduate programs.

Linkages with overseas institutions would be authorized for the national resource
cotton, undergraduate, and business programs.

The authority for educational and cultural exchanges under Section 102110(6) of
Pulbeight.Hays would be transferred to the Education Department, which administers
the program. ElIglblhty would be extended to persons whose wooers will hove an
international

Tub VII (Academic redlideph

Priorities would be amended So permit funding of prolate whose primary purpuse
is not necessarily one of the priorities; the prietity for library and research fadbtles
would emphasin projects that utilise new tedmologies and promote preservation of
bray materials, and the priority for renovation would be modified so that it is not
mandatory.

The authorization for Part A Oval for UndapatueSe Facets& mod Part II (Omer *
Gamete Funks) would be increased, and the elaborate Part A system of establishieg
state plans and allotting hinds among the stela would be replaced with the simpler
Part 11 mechanism for peer review.
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Parts C (Lam* Aadattle begin) and 11 floots* Muria, ad Other Fee OW
would be combined into a single program to support both undergraduate and graduate
academie fadlittes, housing, and reWed support fadlities.

nfitagaMAMISZOIllmillek

Two purposes are state& to enhance the quality and diversity of college and
u niversity faculty, and to expand graduate opportunities for underrepresented groups.

The Diplomats graduate and professional prow= would be mnsolidated
to mem that they are carried out conabterilly with academic

practices. 11w bupartuient also would be granted weeepted hire" authority to
strengthet staffing by recruiting campus administrators experienced in graduate
program adodnistrallon.

The eummer research internships (Part A, Grants to Institutions to Etwourage
Mismity Partidpation in Greduate Education) would be expanded to include WOMIN
the Brenda! need 1111iiktiOld governing internship stipend, would be removed; the
Department would be directed to &geminate information on partidpents in the

riso that institutions can batter recruit persons bom stoups underrepemanted
graTutle eduedon.

Panicle Roberts Herds Fellowships (Pan 8) would be expanded to:
(1) Broaden the Public Service Fellowships to provide twodyear grants for a

graft nese of masters or profetaional pmgrams for women and minteides :ceding to
careers ht which tbsy are underrepresented.

end minoeities. Support would be for an bridal two yore and a third year of
CO Ogee a doctoral trainseeldp leading to faculty careers for women

dissertation support, with a %adversity matddng requirement to give trainees two yeas
of support, at least oue of which would be a universitpfunded, supervised teaching
o perience.

The cep of 450 fellowships on Part C (Jacob C. Jolts Fellows) would be raised to
400.

The Part 0 National Need traineeship program would be focused on areas of
projected faculty 'shortage instead of spedfic fields. A matddng requirement for a
%adversity-funded year al supemised teaching would be added.

The $10,000 cap on stipends mudd be removed; fellowships would be eat at a
Wei of Rapport comparable to NSF Graduate Fellowships. Th financial need
reqeiremset would be removed to bring the Departments polio/ into accord with that
of an other federal agenda euppmeng graduate studeus. The MWtutional allowance
would be raised to $10,000, and adjusted thereafter with the Consumer Prim index.
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nallahlita.Commizab.1111ii6k

The =rent authority would be repealed. Wart A Perham*. forFaso*Deeekpeesi me kfroded ado Pm 1, thin Comooky &MN authority which Iprouwifsr tedishe is Tlila tooterWe Waal Port C mord prootkoto to doily digettlityc f ell whim instkution of hithor stooltion.)

zingiarammillmtliong

A would be added to the General Provisions that negotiated
be used In the development of Yet/Widow kr 1111A programs whenews it6 in the public Intent*
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Chairman WILLIAMS. Thank you.
Ms. Kay Se line is the Assistant Vice-President at Creighton.

Pleata proceed.

STATEMENT OF KATHLEEN D. SELINE, ASSISTANT VICE

PRESIDENT, CREIGHTON UNIVERSITY, OMAHA, NEBRASKA

MS. SELINE. Thank you, Mr. Chairman, and Congressman Bar-

rett, and members of the staff. It is my pleasure to bring a message
to you today from the largest of the private, postsecondary institu-
tions in this State, Creighton University.

We are, first of all, very pleased the Subcommittee on Postsec-

ondary Education is seeking input on reauthorization of the Higher
Education Act from the midwestern States, and most particularly
from Nebraska. We are proud and pleased to have you here.

It is certainly a manifestation of your understanding of the im-
portance of your deliberations on reauthorization and the advan-
tages of seeking input from all constituencies across the country.
Your task will not be an easy one but we trust that information we
provide to you today will help in those deliberations, and also that
we may, in some small way at least, broaden your understanding of
the ramifications of this legislation.

To give you an idea of the university which I represent,
Creighton has over 6,000 students enrolled in three colleges, five
professional schools and a graduate school. Our faculty numbers
about 700 and we employ more than 2,000 people.

Because of the diversity of programs offered on one campus, we
are uniquely positioned to view the financial aid/student loan situ-
ation from a vantage point characterized by complex student needs.

Since a number of our undergraduate students do go on to com-

plete M.D., D.D.S., and Pharmacy degrees at Creighton; and to give

you an idea of that, the medical school freshmen, on an average,
about 30 or 40 percent of that group are Creighton undergraduates,
23 percent of the dental freshmen come from our undergraduate
school, about 20 percent, or 47 percent of our pharmacy freshmen.
We have, therefore, a high concern about the indebtedness which

we have mentioned, which the Chairman has mentioned.
This indebtedness is incurred by those students at the undergrad-

uate level. High debt can only act as a disincentive to the gradu-
ate's professional education if it is not alleviated in some way.

Professional students may find it impossible to continue their
educational programs or upon graduation find it less desirable or

even impossible to practice in rural communities. Since we're all
working towards the provision -if health professionals for rural
America, the question indebtedness becomes of primary concern

to us.
A profile of our students at Creighton indicates a high percent-

age of midwestern, rural backgrounds, with about 47 percent of our
undergraduates students coming from Nebraska, 10 percent from

Iowa, and other States with the largest percentage of enrollees are
Illinois, California, Colorado, Minnesota and Missouri.

With this in mind, it is not difficult to estimate that many of our

graduates then return to the rural midwestern area. The education

4 1
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programs offered by Creighton over the years have been direced
toward this type of student.

I'd like to give you some examples of those efforts in which we
have been reaching out in to the State and into rural Nebraska.

First of all, our School of Nursing addresses nursing needs withit's Hastings program, in cooperation with Hastings College, and
Mary Lanning Hospital. We also send nursing courses via Nebras-
ka Educational Television Systems to South Central and Northeast
Nebrhska and Iowa.

Our Occupational Therapy Program is the only one offered in
the State.

Our School of Pharmacy and Allied Health is presently negotiat-
ing an arrangement for a combined program at Chadron State. We
are very pleased with this involvement in educational programs inthe State.

In light of our expresse I interest and concern about the indebt-
edness of our students on a continuum from undergraduate
through professional school, we would call your specific attention
to several of the loan programs which you will be considering asyou deal with reauthorization.

These programs are for undergraduate as well as graduate/pro-
fessional students, with specific maximum amounts and varying in-
terest rates. We urge your approval of a reasonable increase in the
loan limit of the Stafford Loan Program, the Perkins Loan and
Supplemental Loans for Students, (SLS).

I think probably most importantly, we urge that serious consider-
ation be given to an increase in the maximum award permitted
under the Pell Program, thereby alleviating the loan indebtedness
of the undergraduate student. The importance of the availability of
loam, tor students who choose Creighton University, and any other
private educational institution, cannot be stressed too much. And I
think you're aware of the reasons, certainly, we've given that infor-
mation to you.

The contribution which the private sector makes to the educa-
tion of our citizens is certainly not in question here, only the need
to maintain student financial support which assures that opportu-
nity of choice.

Thank you very much for your attention and for permitting this
testimony today.

[The prepared statement of Kathleen D. Seline follows:]
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Mr. Chairman and Members of du Saccensidnee - la my pleasure to bring a mews to

yret today from the largest of the private, postsecondary 'latitude= in this state - Creighton

University. We are, tint of all, very pleased the Subcommittee on Postsecondary Education

is seekiog input on Reauthorization of the Higher Education Act from the Midwestern

states, and most pardadarly fram Hebraic" we are mud and pleased to have you bete.

It is certainly a manifestation of your understanding rite importance ofyour deliberations

on Reauthorixadon, and the advantages of seeking input from all coonituencies across the

country. Your task will not be an easy one but we tnat that the information we provide for

jou today will help in those deliberations, and also that we may, in some small way at kast,

broaden your understanding of the ramifications of this letOslation.

Creighton University has aver 6,000 students enrolled in three colleges, five professional

'schools and a graduate Idled Our fink( numbers about 700 and we employ more than

2,000 people, flocausc of the diversity ofprograms offered on one campus, we are uniquely

positioned to view the financial aid/student loan situation from a vantage point

charactoixed by complex student needs.

Since a number of our undergraduate students do go ou to complete the MD., DD.S. and

Pharmacy degrees at Creighton (of the Medical School freshmen 3040% on average are

Creighton undergraduates, 23% of the Dental, and 47% of the Pharmacy freemen) we have

a high concern about the indebtedness inairred by dime studentsat the undergraduate level.

High debt can only act as a disincendve to the pursuit of graduate/professional education.
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Alsa professional students may find it impoesible to continue their educattonal propos,

or, upon graduadoo, find it ion desirable or even impossible to practice in rural

communities. Since we are all working toward the provision of health professionals for rural

America, this question of indebtedness becomes of primary COMM

A mills of our students at Cotighton Writes a high percentage of midwestern, rural

backgrounds, with about 47% of OW tmdergmduate students coming from Nebraska and 10%

from Iowa; the other states with the largest percentage of enrollees are: Minds, California,

Colorado, Minnesota and Missouri. With this in mind, it is not difficult to estimate that

mem of our graduates then return to the rural midwatern mass. The educations: programs

offered by Creighton over the years have been directed towerd this type of student. Some

examples of these efforts are programs which reach out to rural Nebraska:

L The School of Nursing addressee musing needs with its Hastinp program in

cooperation with Hastiogs College and the Mary Yenning HospitaL We also send

musing courses via the Nebraska Educational Television System to South Central and

Northeast Nebraska and Iowa.

2. Ow Occupational Therapy Program is the only one offered in the State.

3. Our Lchool of Phsnnaw and Allied Health is prosody negotiating an arrangement

for a combined program at Chsdron State.

2

4
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In light of our expressed interest and concern about the indebtedness of our student's Oa a

canizamm from undergraduate through professional school, we would call your specific

attention to several of the loan programs which you will be considering as you deal with

Reedited:anon. These proscenia are for undergraduate as well as gaduate/professiood

students, with specific mednmm amounts and varying interest rates. We urge your approval

of a reasonable Incluse in the loan limit of the Stsfford loan Program, the Perkins Loan

and Supplemental Loans for Students (SLS), Also, we urge that serious consideration be

given to an increase in the mexhImm award permitted under the Pell Program thereby

alleviating the loan indebtedness of tbe undergraduate student.

The importance of the availability of loans for students who choose Creighton University,

or arq other private educational Institution, cannot be stressed too much. The contributions

which the private sector make to the education of our dtiseno Is not in question hem, only

the need to =Wain student financial support which *SUM that opportunity of choice.

Thank you kw your attention and for pot:mining this testimony today.

3
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Chairman WILLIAMS. Thank you.
Ms. Kay Schallenkamp, who is Vice-President Provost at Cha-

dron State College. We're pleased you're with us today.

STATEMENT OF KAY SCHALLENKAMP, PH.D., PROVOST,
CHADRON STATE COLLEGE

MS. SCHALLENKAMP. Thank you for the opportunity to appear
before the hearing.

I am Kay Schallenkamp, Provost of Chadron State College.
Chadron State College, a regional comprehensive institution lo-

cated in rural western Nebraska, has benefited from F. ieral assist-
ance. While opponents of Federal support for education are anxious
to note abuses, the intent of this testimony is to document the pro-
four d impact which one Federal program has had on higher educe-
tial and to encourage the House Subcommittee on Postsecondary
Education to continue funding of the Title III, Strengthening Insti-
tutions Program.

Chadron State College is located in the panhandle of northwest-
ern Nebraska. The educational service area is geographically vast
and sparsely populated. The service area encompasses over 14,000
square miles. This area is equivalent to the combined square mile
area of Connecticut, Rhode Island, Delaware and four-fifths of New
Jersey.

There are 88 institutions of higher education in those four
States. In northwestern Nebraska there are two, Chadron State
College and Western Nebraska Community College.

The distance between Chadron and Sidney, which is located in
the southern portion of the service area, is equivalent to the dis-
tance between Washington, DC and New York City.

As the only 4 year institution in western Nebraska, Chadron
State College has been charged by the Nebraska State College
Board of Trustees and the Nebraska Legislature to provide educa-
tional opportunities throughout the service region.

During the past 5 years the demand for courses delivered to off
campus sites has increased significantly. The needs have been exac-
erbated by the worker displacement and by the necessity for col-
lege level preparation for job advancement.

Off campus students are characterized as older, placebound, and
undereducated. A study conducted in 1988 by Clarus Corporation
indicated that the per capita income for residents in the Panhandle
was 16 percent below the national average. The study also noted
that the number of individuals enrolling in college courses had in-
creased by 48 percent during the previous 8 year period. Many stu-
dents were identified as displaced workers and seeking educational
preparation which would allow them to remain or return to the
work force.

These students would be denied educational opportunities if
courses were not available in geographically accessible locations.
Consequently, Chadron State College responded to the needs of the
region by delivering courses throughout a 200 mile radius of the
campus.

4 7
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The extensive travel costs and the physical strain on facultymandated that the institution identify alternative modes of deliv-ery to meet the needs of placebound, nontraditional students.
In 1990 Chadron State College successfully competed for a TitleIII Strengthening Institutions Grant. One component of the granthas allowed the college to develop distance learning telecommuni-

cation capabilities. The first classes were delivered during the
spring 1991 semester with extremely favorable student and facultyratings.

The project will have a profound impact on the ability of place-
bound students to access educational opportunities. It LJ unlike ly
that Chadron State College would have been able to develop the
telecommunications capabilities in the panhandle without Federalassistaace.

Communication with peer institutions which have received Title
III funding has confirmed the important role that this program hashad on small regional institutions. In many respects, these institu-
tions have been the forgotten partner. We are too small for re-search or model projects, we have limited political influence, and
we have minimal glamour or special interest attraction.

However, like most forg ten partners, we are the workhorse of
higher education. We provide opportunities for students who are
academically underprepared, financially needy, and often sociallynaive.

Title III is the only Federal program which targets institutions
serving disadvantaged students. Therefore, it has been a vehicle for
many regional and 4 year institutions to obtain funding for projects
which would not have been affordable through State Funding chan-
nels.

It is therefore especially recommended that, 1) all funding for
Title III Strengthening Institutions be increased; 2) that funding
priorities consider the needs of the institution regardless of wheth-er we're a 2 year, historically black college or university, or a 4year institution.

We all have significant needs. Providing favorable opportunities
for institutions with special missions provides yet another hurdle
for the regional 4 year institution; and 3) that the 5 year wait out
period for institutions which have received funding be eliminated.

Institutions should be allowed to compete on the merits of fund-
ing needs. It is apathetical to have a guideline which eliminates
programs not because they've reflected them unacceptable, but be-
cause they've previously demonstrated that they do qualify.

I thank you for this opportunity to address you this morning. I
envy you your position. You have the ability to develop the meth-
ods which make dreams come true for disadvantaged Americans
who aspire to higher education.

Thank you.
[The prepared statement of Kay Schallenkamp, Ph.D. followsd
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Chadron State College, a regional comprehensive

institution located in rural western Nebraska, has benefited

from federal assistance. While opponents of federal support

'.or education are anxious to note abuses, the intent of this

testimony is to document the profound impact which one federal

program has had on higher education and to encourage the House

Subcommittee on Postsecondary Education to continue funding of

the Title III, Strengthening Institutions Program.

Chadron State College is located in the panhandle of

northwestern Nebraska. The educational service area is

geographically vast and sparsely populated. The service area

encompasses over 14,000 square miles. This area is equivalent

to the combined square mile area of Connecticut, Rhode Island,

Delaware and four-fifths of New Jersey. The distance between

Chadron and Sidney, Nebraska which is located in the southern

portion of the service area is equivalent to the distance

between Washington, D.C. and New York City.

As the only four-year institution in western Nebraska,

Chadron State Cnllege has been charged by the Nebraska State

College Board of Trustees and the Nebraska Legislature to

provide educational opportunities throughout the service

region. During the past five years the demand for courses

delivered to off campus sites has increased significantly.

The needs have been exacerbated by worker displacement and by

the necessity for college level preparation for job

advancement. Off campus students are characterized as older,

placebound, and undereducated. A study conducted in 1988 by

C7:;1
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Clarus Corporation indicated that the per capita incom. for

residents in the panhandle was 16% below the national average.

The s'-.1dy also noted that the number of individuals enrolling

in college courses had increased by 48% during the previous

eight-year period. Many students were identified as worker

displaced and seeking educational preparation which would

allow them to remain or return to the workforce. These

students would be denied educational opportunities if courses

were not available in geographically accessible locations.

Consequently, Chadron State College responded to the needs of

the region by delivering courses throughout a 200 mile radius

of the campus. The extensive travel costs and the physical

strai on faculty mandated that the institution identify

alte:native modes of delivery to meet the needs of placebound,

nontraditional students.

In 1990 Chadron State College successfully competed for a

Title III Strengthening Institutions Grant. One component of

the grant has allowed the College to develop distance learning

telecommunication capabilities. The first classes were

delivered during the spring, 1991 semester with extremely

favorable student and faculty ratings. Students stated that

the quality of instruction was comparable with courses which

they had taken previously with face to face instruction.

Faculty noted that the opportunities for student/teacher

interaction had been enhanced and that the performance of

students at the off campus site was consistent with that of on

campus students. Faculty enthusiastically embiaced the

ahr,
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opportunity to use the two-way audio/video system in lieu of

receiving "Siberiatic" teaching assignments.

Funding from the Title iii program has enabled Chadron

State College to develop distance learning classrooms. The

project will have a profound impact on the abilicy of

placebound students to access educational opportunities. It

is unlikely that Chadron State College would have been able to

develop the telecommunication capabilities without federal

assistance.

Communication with peer institutions which have received

Title III funding has confirmed the important role that this

program has had on small regional institutions. In many

respects these institutions have been the forgotten

partner for funding. We are too small for research or model

projects. We have limited politicnl influence. We have

minimal glamour or special interest attraction. However, like

most forgotten partners we are the workhorse of higher

education. We provide opportunities for students who are

academically underprepared, financially needy and often

socially naive. Title III is the only federal program which

targets institutions serving disadvantaged students.

Therefore, it has been the vehicle for many regional four-year

institutions to obtain funding for projects which would not

have been affordable through state funding channell.

It is respectfully recommended that

1. funding for Title III Strengthening Institutions be

increased
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2. funding priorities consider the needs of the

institution regardless of whether it is a two-year

community college, an Historically Black College or

University, or a four-year institution. We all have

significant needs. Providing favorable opportunities for

institutions with special missions provides another hurdle

for the regional four-year institution

3. the five year wait out period for institutions which have

received funding be eliminated. Institutions should be

allowed to compete on the merits of funding needs. It is

antithetical to have a guideline which eliminates programs

not because their request is unacceptable but because they

previously demonstrated that they do qualify.

Thank you for this opportunity to address you this

morning. I envy your position. You have the ability to

develop the mechanism to make dreams come true for

disadvantaged Americans who aspire to postsecondary education.
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PANHANDLE SERVICE AREA FOR
CHADRON STATE COLLEGE

_AL

LAND AREA SQUARE MILE COMPARISONS

Panhandle (11 counties)
Del., Conn., RI and 4/5 N.J.

t" 4.1

- 14,095 miles
- 13,910 miles
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Chairman WILLIAMS. Thank you.
Doctor Barbara Snyder is the Vice Chancellor of Student Affairs

at the University of Nebraska, at Kearney. It's nice to have you
with us.

STATEMENT OF BARBARA SNYDER, VICE CHANCELLOR FOR
STUDENT AFFAIRS, UNIVERSITY OF NEBRASKA AT KEARNEY

Ms. SNYDER. Thank you. Gentlemen, thank you for this opportu-
nity to comment on the upcoming reauthorization of the Higher
Education Act. The reauthorization process allows the Congress a
unique opportunity to restructure and redefine the programs that
will help lead American education in to the 21st century. I'm espe-
cially pleased that the committee has chosen to hear the needs of
schools and students from thP rural areas of the country like this
region of Nebraska.

As we talk about reauthorization, I feel that it is imperative that
we focus on what the Higher Education Act is all about: students.
Students at the University of Nebraska at Kearney come from a
wide variety of backgrounds but are predominantly first generation
college students from rural Nebraska. Annually, over 50 percent of
UNK'3 students receive some sort of financial assistance and
nearly 40 percent receive federally funded aid. Unquestionably,
many of these students would not be pursuing higher education
without the availability of this financial aid.

The Title IV programs have helped thousands of needy UNK stu-
dents achieve their educational goals. Many would never have even
attempted higher education without the availatility of this assist-
ance.

As the cost of education increases, however, so does the need of
our students. A 1989 study shows that the annual family income
required to finance college costs at a public university was over
$50,000 in 1987-88, and it certainly has continued to rise since
then.

The term "needy family" only sounds misplaced when applied to
a family with over $40,000 in annual income. How many families
in rural areas of the country have the income necessary to finance
an education without assistance? As more and more students
become "needy," the limited resources available are stretched far-
ther and farther

This is partict larly true at growing institutions such as UNK.
Please allow me I. ) illustrate some comparisons.

In 1981-82. tuitn n was $23 per credit hour, room and board was
$769 per semester and enrollment was 7,173. In 1991-92 tuition is
$45 per credit hour, room and board is $1,135 per semester and our
enrollment will be over 10,000.

By 1981-8'. Coller Work Study Allocation wan $295,000. In our
1991-92 allocation it was $297,000, a 29 percent decrease per stu-
dent.

Supplemental Educational Opportunity Gran' funding was
$86,000 in 1981-82 and increased to $108,000 in 1991-92, or ;n other
words, about $20 more per student if divided equally between all
new financial aid recipients. Allocation formulas that do not reflect
actual circumstances, regulations that guarantee certain levels of
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funding and budget limitations thus combine to penalize needy stu-dents who choose to attend UNK and similar institutions.The increasing utilization of educational resources by non-tradi-tional students, w},o currently constitute 41 percent of UNK's en-rollment, has onL erved to stretch limited resources even furthei.They should not be forced to compete for funding with tradition-al students. The programs need to be funded at levels that canmeet the needs of both groups and it needs to be done without in-creasing the akeady silable loan/grant imbalance. The Pell Pro-gram needs to be fully funded and made a true entitlement pro-gram.
In addition, exceedingly complex regulations, many designed tohelp lower the well-publicized Stafford default rate, make adminis-tration of the programs more and more difficult, costly and ex-tremely confusing to students. And UNK's default rate is only 4.3percent.
More emphasis needs to be placed on initiatives like the QualityControl Pilot Project, which allows schools who prove their abilityto effectively manage the programs, to do so under a less restric-tive environment than schools that have difficulty managing theseprograms.
Schools who manage well can be certified by the Department ofEducation in a manner much like the current academic accredita-tion process and recertified only every several years. Those whohave difficulty managing the programs can then get more trainingand compliance verification on a regular basis.
The current economic difficulties in many States are forcing tui-tion hikes at colleges and universities, as you know. A recentreport indicates that 29 States have cut their higher educationbudgets at mid-year and 45 plan to raise in-State tuition. Increasessuch as UNK's 11 percent are :_ot uncommon and they go as highas 59 percent at some New york Universities. Add to that the factthat Federal aid to education, adjusted for inflation, has decreased24.3 percent over the last 10 years and you begin to see where theproblems originate. State governments are by their very nature po-litical and parochial. We cannot look to the States to remedy whatare national needs in the education arena. Congress must see edu-cation as the priority it truly is for most Americans and fund it ac-cordingly.
With your continued assistance American education can move into the 21st century as the premier educational system and continueto assist students in their pursuit of the American dream.We are pledged to work with you to assure that the financialfunding is available to encourage students to succeed.
Thank you very much. Thank you for giving me this opportunity.
[The prepared statement of Barbara Snyder followsl
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Oentlenen. thank you for this opportunity to comment on the

upcosing reeuthorivatIon ot the Nigher Rducation Act. The

reauthorisation process allows the Congress a unique opportunity

to restrueture and redefine the programs that will help lead

A:miaow education into the 21st century. I'm especially pleased

that tho committee has.chosen to bear the needs of schools and

students from the rural areas otthe country like this regién of

Nebraska.

'AI' me talk about reauthorication, I feel that it it imperative

that we focus on what the Nigher Education Act is all about:

students. Students at WI come from e wide variety of

backgrounds but ars predominantly first generation college

students fres rural Nebraska. Annuelly over SO% of UM: students

receive some sort of financial assistance sad nearly 40% receive
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federally funded aid. Unquestionably, many of these students

would not be pureuing higher ducation without the availability

of this financial aid.

The Title 1V programa have have helped thousands of.needy UNK

etudents achieve their educational goals, Many would never have

ven attenpted higher education without the availability of this

Assistance. A. the cost of education incrases, however, so does

the need of our students. I. 1989 study shows that the annual

family income required to finance college coats at a public

university WAS over $50,000 in 1987-88,.and it.certainly has

continued to rise since then. The term "needy family" only

sounds misplaced when applied to a family with over $40.000 in

annual income. How stony families in the rural areee of the

country haye'the income necessary to finance on education without

assistance? As more and more students become °need" the

limited resources available are stretched farther and farther.

This ie particularly true at growing institutions such as UNK.

Please allow so to illustrate some comparisons. In 198142

tuition was $23 per hour, room end board was $769 per semester

and nrollment was 7173. In 1991-92 tuition is $45 per hour,

room and board is 91138 per semester and enrollment will be over
10,000. :tut 1981-82 college Work Study Allocation was $295,000

and out 1991-92 alicoation.was 8297,000, a 29 percent decrease

per student. supplemental Kduciaional Opportunity Grant funding

was $86,000 in 1981-82 and increased to $108,000 in 1991-92, or
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in other words, about 420 more per 'student if divided equally

between all new financial aid recipients. Allocation formulas

that do not reflect actual
circumstances, regulations that

guarantee ce,...ain levels of funding and budget limitations thus

combine to penalise needy students who choose to attend UNE and

similar institutions.

The. increasing utilisation of educational resources by

non-traditional students, who currently constitute 41 percent of

tant's nrollment, has only served to stretch limited resources

Oven further. They should not be forced to compete for funding

with treditional students. The programs need to be funded at

levels that can meet the needs of both groups and it'needs to bs

done without increSSing the Already sisable loan/grant imbalance.

The sell program needs to be fully funded 'und made ctrue

entitlement program.

In addition, exceedingly complex reguletions, many designed to.

help lower the well-publicised Stafford default rate, Stake

administration of th programs more and more difficult, costly

and confusing to students. And DER's default rate is only 4.3%.

more emphasis needs to be placed on initiatives Like the ouslity

Control Pilot Project, which allows schools who prove their

ability to effeetively menage the programs to do so under a lees

restrictive environment than schools that base difficulty

managing the programs. Schools who manage well can be certified

by the Department of Education in:a manner much like the current
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academic accreditation process and recertified only every several

years. Those who'hiva difficultimanaging the programs can then

get more training and'complianoe verification on a regular basin.

The current economic diffiaultiee in many stats are forcing

tuition hikes at colleges and universities. A recent report

indicates that 29 states have cut their higher education budgets

at mid-year and 45 plan to raise in-state tuition. Mellows

such es UNit's 115 ere not uncommon and they go as high as 59i at

some New York universities. Add to that the fact that federal aid

to education, adjusted for inflation, has decreased 24.3% over

the last 10 years and you begin to see where the problems

originate. State.governments are by their very nature political

and parochial. We cannot look to the states to remedy what are

national needs in the education arena. Congress must see

education as the priority it truly is for most Motif:ens and fund

it accordingly.

With your continued assistance American education can move into

the 21st oentury as the premier ducational system and continuo

to assist students in their puesuit of the Ameriaan dream. Let's

work together to ensure that sufficient funding is available tO

encourage the pursuit of this dream.

(h)
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Chairman WILLIAMS. Thank you. Our thanks to all of you.
Doctor Massengale, in your testimony you took a moment to

oppose the administrations' proposal to eliminate the Part E of
Title IV when Counsel for Legal Education Opportunities and you
mentioned the necessity of providing an experience for a short time
to minority students who might be interested in a legal education.

Could you expand on your support for that effort more for us,
please?

Mr. MASSENGALE. I will if ! can. And we have been one of the
institutions who participated in that program, where backing
comes from the institution to meet those of the Federal Govern-
ment for providing experience prior to entering law school.

And I think it does two or three Lhings. Number one, it helps
them decide whether or not they want to enter the legal profession.
Secondly, if they do, they're better prepared to cope with the
changes that occur when they do enter law school.

We found it has lislped us increase our minority enrollment in
our law school, I'd say by a significant amount.

I think these are the very people in our society that we need to
try to help to get in to the professional schools and I believe it
would be a critical mistake to eliminate that from the provision of
the reauthorization.

Chairman WILLIAMS. Thank you. Doctor Reeves, in your testimo-
ny you surprised me some with the statement that institutional aid
for your students, that is financial assistance, coming directly from
your school te students was now your largest expenditure and com-
prises almost 28 percent of your total spending.

I assume you have found a significant increase in that percent-
age during the 1980's and in the first part of the 1990's?

Mr. REEVES. Absolutely. That's when the increase has jumped
dramatically.

Chairman WILLIAMS. What occasioned that increase?
Mr. REEVES. Well, I think some of it's due to several things. One

of the things is the increase in tuitions that had to be both done to
meet those expenses.

As I said, they go along with testimony that there has been a de-
crease in the middle income student being able to receive Federal
financial assistance, and as a result of that, the institution has
tried to fill that pp itself.

And of these things have just converged on us to the point that
access is really a question. Im very sensitive to the problem of in-
debtedness of students, but I feel very strongly that if indebtedness
is my second concern to access of a student being able to attend a
independent college or university today.

And I think that, that's the reason we've tried to fill in with in-
stitutional financial aid.

Chairman WILLIAMS. Thank you. Ms. Seline, also, noted the ten-
sion between a high concern for indebtedness, which you mention
on page three of your testimony, Ms. Seline, and you mentioned,
later, I think on page five of your testimony, your support for ap-
proval of a reasonable increase in the loan limits.

And so while you, as we, have a concern about indebtedness, we
also want more loan money available to students.

How do we reconcile those two real problems?
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Ms. SELINE. Somehow I knew, Congressman, that you wouldtouch upon that question. And I raised it very definitely there.
I guess, what I would like to suggest is that, and I think DoctorReeves would agree with me, the private institutions support stated

that dilemma and yet, we must say that without the support of the
Federal Government and it's efforts to provide loans to students,
those who choose the private educational sector would probably
never be able to come in to the private education system.I like to think that we are watching very closely, as I've tried tocharacterize the group of students that we do have in our profes-sional schools, ancl our graduate programs and most of them we've
seen through the undergraduate era, we're trying to find ways to
be careful about their indebtedness.

But you're right, they still need the money because of the tuitionincreases. It is a dilemma which you face, which we face, but we
have to say, please don't shut off that opportunity for the disadvan-
taged and middle income student

Chairman WILLIAMS. Doctor Schallenkamp, being from Montana
and having been briefed in instances by some placebounded peopleout there, I know of administrators who face the same problemthat you do at Chadron in trying to develop distance coordinating
classrooms.

How many, how many staff people does Chadron have who areinvolved directly in providing those opportunities to people who arelocated other than on your campus?
How many staff people do you have involved in the distance pro-gram?
MS. SCHALLENKAMP. We have, we offer about 80 classes each se-

mester off campus. And most of those are offered directly by ourstaff of people.
We have 80 student faculty, though some of our faculty are offcampus more than others on campus.
And we do have to hire some adjunct faculty people because ofthe distances.
Chairman WILLIAMS. It's very expensive, isn't it?
Ms. SCHALLENKAMP. Yes, it is.
Chairman WILLIAMS. Are your students who are enrolled 3r1 thatpart of your operation, are they staying with it?
MS. SCHALLENKAMP. Many of them are. It's hard to track thembecause they stop out for a semester or two and then come back in,

but many of them are completing these programs.
Chairman WILLIAMS. All right. I want to just emphasize a point

that Doctor Snyder made. We shouldn't miss it.
At this institution in, at the beginning of the last decade, tutition

was $23 an hour. Now it is $45 an hour.
Since, or during that same period this institution has suffered a29 percent decrease per student in work study monies, and much ofthe same statistics have been used for the other campus based pro-grams and financial data offered in testimony to the Federal Gov-ernment.
I want to make this point, hopefully not in a partisan way. But

many Americans wore this button during the 1980's that said youcan't solve problems by throwing money at it and that was fine
and a fun button to wear.
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The problem is, we took it seriously and forgot that you can de-
stroy programs by not properly funding them.

And, we have come perilously close in this country to seriously
injuring our campus based student financial assistance programs
by not putting enough money in them, and it is students and insti-
tutions such as this one which are experiencing great financial dif-
ficulty because of the cut backs, very real cut backs, in the 1980's.

Congressman?
Mr. BARRETT. Thank you, Mr. Chairman.
Doctor Massengale, I too, like my colleague, am interested in

your support for CLEO, because as you know better than I there
has been considerable discussion because of possible duplication of
the legal training programs.

I guess the point was made very clearly by you that we should
continue to support the Continuing Legal Education Program.

Mr. MASSENGALE. That would be my recommendation. I think it
was serving a secular society needs to be entitled to professional
legal education and I, our own experience has been very positive
and that's another reason for my support.

Mr. BARRETT. I appreciate that fact. I even made a note that you
specifically said, "we should retain this vital program."

Let me share just very briefly a new idea that Congressman Tom
Petri of Wisconsin has started floating back there.

He calls it income dependent education assistant act. The acro-
nym is IDEA.

Under IDEA, he seems to feel that a student wouldn't be
strapped, then, in making loan payments. Right now, the loan pay-
ments are not based upon student income. He feels it should be
based on student income rather than a flat monthly payment.

In other words, proponents, if my research is correct, of the con-
cept claim that a student wouldn't be strapped because if their
income fell in below they poverty level they wouldn't have to pay
it.

And on the other hand, payments could go on for 10, 15, 20
years. Any comments at first blush, about this idea?

Mr. MASSENGALE. It's an interesting idea. Certainly one that I
think we should explore. It's the first time I'm familiar with it and
so it's probably premature to comment on it's quality verbatim.
But it's one that makes sense in the American system of paying
according to your ability, it seems to me.

And Doctor Snyder has, of course, an expert background in stu-
dent affairs. She may wish to comment on it, also, and share her
thoughts with us.

MS. SNYDER. I know that later this morning you will hear from
the President of our student body. We have our, of our student
region, who has some specific information about the average
amount of debt that our students come out with.

But if you kok at one, our students at UNK, and that would be
true for any of cur institutions of higher education, an average
debt level of, along with what we would anticipate to be an average
charge to fornilies, there is no doubt that they are looking at a pro-
hibitive amount of debt.

I give you one example, a student that I know graduated this
past spring semester. Starting as an admissions counselor at an-

3



59

other institution in the State as $17,000 a year, based on his loan
acquisitions during college, and he did complete in 4 years.

He will have a monthly payment of about $285 per month on a
$17,000 a year salary. It's very hard to see how young people can
come cat individually, how they can come out and really make
something of themselves and, economically when you're talking
about those kind of payments.

Mr. BARRETT. I appreciate that very much.
Doctor Reeves, I also appreciated your tefitimony regarding the

requirements to qualify for student loan:, and I would just reem-
phasize what I said in my opening remarks to you and Ms. Se line
and Congressman Williams and Majority Leader Gephardt. I be-
lieve that Congress had introduced H.R. 2560. I have indicated my
support as well.

Okay. Kay, or Doctor Schallenkamp, I particularly was interest-
ed, you cut to the core of the apple rather quickly.

I enjoyed the comments on outreach as it affects Chadron State
College, because you do have some problems that are rather unique
to this State.

Tell me, just very briefly, about the Title III package you re-
ceived or tell us, maybe, about your education programs. How long
did it take you to receive the grant and approximately how much
money is involved?

Ms. SCHALLENKAMP. The grant ie, I'm sorry, I can't give you the
exact amount, but it has three components attached to it. One is
the distance component, which allows us to develop the T1 distance
learning, telecommunications capability in the panhandle.

Another component is to help us to enhance our general studies
program and a third component is designed to help us with non-
traditional age students, to provide services that they need.

It took a long time to develop the grants and, well over a year
that we worked on developing the grants, identifying the Title III
work.

Mr. BARRETT. IS it permissible for Mr. Whitacre of my staff to
contact your office later this week?

Ms. SCHALLENKAMP. Yes.
Mr. BARRETT. Because we can discuss that in more detail.
Ms. SCHALLENKAMP. I would appreciate that. Thank you.
Mr. BARRETT. Good. Doctor Snyder, if this was happening outside

of the congressional chambers we would think that it's entirely ap-
propriate, but it would go by the name of lobbying.

I said at the outset that this is a panel of experts and it is. It
most certainly is.

Doctor Snyder, specifically talked about tuition increases and so
forth.

In your opinion, have tuition in rural schools pretty much
matched that of our urban universities or not? Are you saying
there is still a disparity in tuition?

Ms. SNYDER. I don't have an exact figure. But I would say that
we are, we are experience, probably, similar problems to other
public higher education colleges.

Mr. BARRETT. All right. Doctor Snyder, thank you very much.
Thank you, Mr. Chairman.
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Chairman WILLIAMS. Thank you. I want to thank each of the
members of this panel for coming by and giving us your advise and
counsel. Thank you.

Will the five members of panel two would come forward now,
and take your places at the witness table.

We thank each member of this panel for joining us and I just
overheard Doctor Hasemeyer tell Congressman Barrett that he was
on the road at 6 o'clock and he was here this morning.

I know somewhat the same is true with regard to any of our wit-
nesses, and we really are very appreciative of the effort that you
all made today to be with us.

Doctor William Hasemeyer is the President of Mid-Plains Com-
munity College. Community colleges are an extremely important
part of higher education; postsecondary education in America.

Doctor, we're gladyou're with us.
Mr. HASEMEYER. Thank you.
Chairman WILLIAMS. Please proceed.

STATEMENT OF WILLIAM HASEMEYER, PH.D., PRESIDENT, MID-
PLAINS COMMUNITY COLLEGE AREA

Mr. HASEMEYER. Congressman Williams and Congressman Bar-
rett, it is a pleasure for me to be here this morning.

You said I was Hasemeyer. I don't pronounce it Hasemeyer, it
really is Hasemeyer. You're right,

Chairman WILLIAMS. It is in Montana. Hasemeyer.
Mr. HASEMEYER. It should be.
I represent Mid-Plains Technical Community College Area. The

Community College Area that I represent has a little over 20,000
square miles. We have about 94,000 people.

We have two colleges, one in North Platte, Nebraska and one in
McCook, Nebraska. These two colleges enroll around a little over
1,100 full-time credit students, about 2,000 part-time credit students
and a little over 7,000 in continuing education.

I am one of six areas in the State of Nebraska and the State is
divided in to six community college areas and presently the other
five colleges are in my office in North Platte having a meeting
while I'm here. So I think that's probably good.

I would like to briefly describe some certain characteristics of
our community college studenth and related issues, and our percep-
tion of what the Federal Government might do to facilitate im-
provement.

The non-traditional student will be the largest percentage of our
student body whose average age is 29 years old.

We service displaced workers, women entering traditionally male
dominated fields, single parents who imve families, re-entry people,
farmers who had to take out bankruptcy, the economically disad-
vantaged, and the low to medium achieving students with no direc-
tion.

The attrition rate is high for the inadequately prepared high
school graduate who comes to the community college with no clear
goal in mind. We find that approximately 50 percent of these stu-
dents need to be enrolled in developmental programs in order for
them to achieve success in the community college.

fl 5
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Over one half of our students are part-time students. Many ofthem work day jobs and are upgrading their skills by attendingclasses at night.
With many of our students being female heads of households wehave also instigated a program we call Tuesday College on one col-lege campus and Thursday College on the other college campus,whereby it's possible to come in and spend a day on the campusand tn earn up to 12 semester hours of credit.

Ly of these people are able to, their bosses or their companiesthe) pork for will allow them to take one day off to come to school,and that really has helped them and has helped us.
Also the individual part I do not have, but since 1975 the Mid-Plains Community College has entered into an agreement with theUniversity of Nebraska at Kearney, whereby we were able to havepeople earn degrees from Kearney and never set foot on the soil ofthis institution except to walk across the stage and pick up theirdegree.
Kearney has had faculty members on the road. It's 90 or 100miles west on the interstate. We would take care of the first 2years and then Kearney would also teach the second.
We found that this is a great opportunity for the people in ourarea to be able to earn a degree, because they were placebound be-cause of parents, or being parents and maybe because of their jobs.Community Colleges are enrolling over half of all incoming

freshmen students. In many States, the growth is more than theincrease in State funding.
Most States are experiencing a severe financial crunch and,

therefore, increases in funding ere not keeping pace with inflation
and growth. That's certainly true in the State of Nebraska. .Community colleges have also operated with open access tohigher education and this is presently being threatened.

Rwardless of whether they possess a high school diploma or aGED certificate, all of our incoming students are required to dem-onstrate their ability to benefit.
Our community college will prescribe what courses these stu-dents should take when they enroll. We will need more resourcesto provide the additional services needed for those that are aca-demically deficient, and we need to deliver career counseling forthose who have no idea what they want to pursue.
The community colleges have established articulation agree-merits with baccalaureate institutions in order for the students tomake a smooth transfer to the next level of educafion.
Presently our area is working with agreements not only with thehigher education, but also agreements with post, or secondaryschools so that we might be able to make transition from the sec-ondary community college to the higher education more worryfree.
The enrollments in our academic transfer and vocational/techni-

cal programs have shown a growth during the past 5 years and willcontinue to grow because of the needs that are there for our con-stituencies.
The American Association of Community and Junior Collegesand the Association of Community College Trustees have developed

46-416 0 - 91 - 3
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a position statement on the Reauthorization of the Higher Educa-
tion Act.

Education must be a player for human resources development
and economic development. As pointed out earlier, the average age
of our student body is 29 years.

If the Higher Education Bill is designated, or designed for tradi-
tional students, this does not really meet our needs. I realize that
the Rural Community Colleges are located many times in sparsely
populated areas such as ours, and that much of the Federal legisla-
tion seems to be drafted for the urban areas.

If we can't find adequate funds for education opportunities for
rural people, the out migration from the rural areas will continue
and this could compound the problems already being faced by the
urban areas.

I would like to address the following major issues for Nebraska
and some suggestions for your consideration.

The current student aid delivery is too complicated. The people
who work with students dealing with finances have had to increase
the amount of time and the amount of people in order to complete
the necessary paper work.

I'd recommend that we establish a base for all students of $2,500;
that we streamline and simplify the process with a single page
form, standardized for all institutions.

Many potential students are turned away from colleges because
of their complicated application forms. We should adopt a single
methodology for calculating aid awards.

Two, there is a lack of integrity and accountability in the student
loan pmram. Since 1980 the costs on student loan defaults have
increased from $200 million to over $2.5 billion this year.

With respect to loan defaults, postsecondary educational institu-
tions are saddled with accountal3ility without responsibility, and
the financial institutions are in the position of responsibility with-
out accountability.

We would recommend that educational institutions and financial
institutions work together in the process of loan approvals.

That we would increase the number or percentage of grants
rather than loans; that we eliminate the fly-by-night schools as far
as eligibility for students to get loans.

That we *et up criteria that identifies characteristics that make
up reputable colleges and use this list to determine eligibility of in-
stitutions to participate in the program.

There is an imbalance between grants and loans. In the 1970's
there were approximately 80 percent grants and 20 percent loans.
Currently we fmd less than 50 percent grants and more than 50
percent loans.

We recommend that we increase the amount of the Pell Grant
from the current $2,400 to $4,000. The increased Pell Grants will
eliminate the need for students to borrow, thus easing the national
default rate.

The Pell Grants should become an entitlement. Needy students
should be able to complete at least 1 year of postsecondary educa-
tion on grant dollars.

The poorest of students are now forced to borrow and have little
or no potential for repayment of loans.
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We need to address the needs the non-traditional student The
new technology and knowledge explosion require continuing educa-
tion and skill upgrading for all workers throughout their careers.

We recommend that you maintain Pell eligibility for less than
one/half time students and that we replace titles I and IX with a
national network of employer-college partnerships for human re-
sources and economic development.

In addition, the Federal Student Aid policy has no incentive built
in to encourage a student to stay in school, study harder, or take
courses that are more demanding.

Many students take courses which are not real challenging so
they can maintain a high grade point average and that they can
enhance their opportunities for student fmancial aid.

We recommend that they develop a plan in which it would be
possible to obtain more than the base of $2,500 when certain crite-
ria is met.

After the first year grant, base awards for subsequent years
should be determined by using the same criteria as was mentioned
in (a).

In closing, I would like to commend this subcommittee on post-
secondary education for taking on the task of reexamining the
issues related to the Reauthorization of the Higher Education Act
and for seeking input from the higher education community.

I wish you the very best in your endeavors.
[The prepared statement of William Hasemeyer, Ph.D. followsl
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Nr. Chairman, I au Dill Hasemeyer, President of Nida.Plaine

Community College Area. The Nid.-Plaine Communfty College Area ie

made up of eighteen COUnties, with 94,665 people, and 20,761

eq. miles. There are two college., one in North Platte, Na. and

one in NoCook, He. These two colleges enroll 1,147 full-time

credit students, 1,941 part-time credit student. and 7,328

continuing ed students.

X want to thank you tor asking me to testify on the Re -

aUthorisation of Nigher Education Act and what problems the rural

oommunity colleges will face. X appreciate the opportunity to

report to yOU what is happening in OUr area. I would like to

commend the auboommittee on Postsecondary Education for bringing

thie hearing to Wearney, Nebraska.

I woUld like to briefly describe certain characterietics of

our oommunity college students and related issues, and our

perception of what the federal government might do to facilitate

improvement.

The non-traditional student will be the largest percentage

of our Stud!** body whose average age is 29 years old. We

service displaced workers, women entering traditionally male

dominated fields, single parents olo have families, re-entry

people, termer. who had to take Ankruptcy, the economically

disadvantaged1 and the low to Medium achieving students with no

direction. The attrition rate is high for the inadequately

prepared high school graduate who oomes to the community college

with no clear goal in mind. H. find that approximately firty
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percent of our students need to be enrolled in developmental

programs in order for them to achieve success in the community

college.

Over one half of cur students are part-time students. Nosy

of them work day jobs and are upgrading their skills by attending

night classes.

With many of our students being female needs of households,

we haVe instigated a program w call Tuesday College on one

college campue and Thursday College on the other college campus,

11.4ioh makes it possible for people to earn as many ae twelve

semester hours of credit by ettending college one day a week.

These people are highly motivated but their responsibility to

their family and to their job, makes it impossible for them to

carry a full lead.

Most of the single parents qualify for Pell Grants. Many of

these people do not take advantage of Pell Grants because they do

not feel they can successfully take enough class hours to make

them eligible for the Grant.

Community Colleges are enrolling over half of all inooming

freshmen students. In many states, the growth is more than the

increase in state funding. Moat states are experiencing a severe

financial cruneh and, therefore, increases in funding are not

keeping pace with inflation and growth. This is true presently

in the state of Nebraska. It this trend prevails, it will be

necessary to pass on the increased costs to our student and this

7
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would cause a definite hardship on some of the students,

speoially those who cannot qualify for financial aid.

The community colleges have always operated with open access

to higher education and this is presently being threatened.

Regardless of whether they possess a high school diploma or

a ORD certificate, all of our incoming students are required to

demonstrate their ability to benefit. Our community colleges

will prescribe what courses these students should take when they

enroll. We will need more resources to provide the additional

services needed by those who are academically deficient, and to

deliver career counseling for those who have no idea what they

want to pursue.

The coamunity colleges haVe established articulation

agreements with baccalaureate institutions in order for the

students to make a smooth transfer to the next level of

education.

Presently our area is working out agreements with area high

achocle to provide educational opportunities through the tech -

prep program. This will enhance the movement from secondary to

the community college without repeating courses as much of this

training is based on vocational cospetencies.

Tee enrollment's in our academic transfer and

vocational/technical programs have shown a growth during the post

five years and will continue to grow because cf the need

presented by our constituency.

71
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The Amerioan Ameociation of Community and Junior Colleges

and the Association of Comeunity College Trustees have developed

a position statesont on the Re-authorisation of the Higher

Education Act. This statement is included as attachment a.

Education must be a player for human resources development,

and economic developaant. As pointed out earlier, the average

age of our student body is 29 years old. If the nigher Education

Dill is designed for traditional students, this does not really

meet our needs. I realise that the Rural Community Colleges aro

located many times in sparsely populated areas such as ours, and

that much of the federal legislation seems to be drafted fur the

urban areas. If we can't find adequate funds for education

opportunities for rural people, the out eigration from the rural

areas will continue and this could compound the problems elready

being faced by the urban areas.

I would like to address the following major issues for

Nebraska and some suggestions for your consideration.

1. The current student aid delivery is to coeplioated. The

people who work With students dealing with finance, have had tO

increase the amount of time it takes to complete the necessary

paper work.

Reeemmeadatioass

(a) EstabliSh a base for all studente of $2500.

(b) Streamline and simplify the process with a single page

form and standardised for all institutions. Many
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potential students ore turned away from college by the

Complicated application fora. U. should adopt a

single methodology for calculating aid awards.

2. There is a leek of integrity and accountability in the

student loan program. Since 1980 the costs on student loan

defaults, have increased from 4200 aillion to over 42.5 billion

this year. With v-speot to loan defaults, postsecondary

educational institutions are saddled with accountability without

responsibility, and financial institutions are in the position of

responsibility without accountability.

Recommendations

(a) Educational institutions and financial institutions

work together in the process of loan approvals.

(b) Increase the number or percentage of grants rather

than loans.

(c) Oet rid of fly by night school as far as eligibility

for etudents to get loans.

(d) Set up criteria that identifies characterintics that

make up reputable colleges and use this list to

determine eligibility of institutions to participate

in the program.

There is an iabalance between grants and loans. There

has been a definits shift of grants to loans. In the 1970's

then' were Approximately 80% grants and 20% loans. Currently we

find less than 504 grants and more than 50% loans.

73
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necommeolationi

(a). Increase the amount of the Pea/Grant from the current

02,400 to $4,000. Increased Pell grant. Will eliminate

the need for students to borrow, thus easing the

national default rate.

(b) The Pali grants should beoome an entitlement.

(o) Needy students should be able to complete at least one

year of postsecondary study on grant dollars.

(d) The poorest of students are now forced to borrow and

have little or no potential for repsyment ot loans.

4. We need to address the needs of the nonrntraditional

student. The new technology and knowledge explosion require

continuing education and skill upgrading for ell workers

throughout their careers.

meeemmusdations

(a) Maintain Pell eligibility for less than ons/half time

students.

(b) Rep7ace titles I and zx With a national network ot

employer-college gertnerahips for hunan resourcs and

soonosio development.

5. The Federal Student Aid policy has no incentive built in

to encourage a student to stay in school, study harder, or take

courses that are more demanding. Neny students take courses

which are not real challenging so they can maintain a high grade

point average so they can enhance their opportunities for student

financial aid.

74
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Reeeememdationes

(a) Develop a plan in which it would be possible to obtain

more than the base of WOO when certain criteria is

net.

(b) After the first year grant, base awards for subsequent

years should be determined by using the mama criteria

as was mentioned in (a).

in closing I want to commend the subcommitte on

postsecondary eduoation for taking on the task of re-examining
the issues related to the Re-authorisation of the Nigher

Education Aot and for seeking input from the higher education
community. I wish you the very best in your endeavors.
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Chairman WILLI/ass. I thank you. Mr. Andy Massey is President

of the Student Association at the University of Nebraska at Lin-
coln, and I understand Mr. Massey is a student member of the
Board of Regents.

Pleased you're with us. Looking forward to your testimony.

STATEMENT OF ANDY MASSEY, PRESIDENT, STUDENT
ASSOCIATION, UNIVERSITY OF NEBRASKA AT KEARNEY

Mr. MASSEY. Thank you for giving me an opportunity to speak in

front of you today. With such a large number of students that are
going to be affected by changes in the Higher Education Act I com-

mend this committee for taking the time to visit our State.
I hope that I can give you some of the University of Nebraska at

Lincoln concerns about Federal aid. There are three issues that I
will address.

First one being, a better way for the Federal Government to ex-

plain to students how Federal aid is received.
Second, is that now is the time for even a larger commitment to

postsecondary education.
And third, the problem of who should receive aid.
The Federal aid for postsecondary education has been growing

more and more complex with every new dollar budgeted. Students
are finding it harder and harder to understand what aid is avail-

able for their education.
An item that would benefit the students is a national quick ref-

erence brochure explaining the guidelines for Federal grants and
loans. There easily could be such a pamphlet, but I have not been
able to locate one.

Students don't learn about the proper chain of events for receiv-

ing aid until the due date is passed.
The next suggestion is to try to set up a study of postsecondary

institutions which have a financial aid program that produces ver
low default rates for student loans and a successful great program.

It seems financial aid programs are handled diffPruntly by each

institution across the Nation. This study would benefit institutions
that are not doing a good job of getting Federal aid, by showing
them the way successful programs are functioning.

As a percentage, State aid across the Natien has been decreasing.

Because of these State financial restrictions, State-funded colleges

must look elsewhere for money. Unfortunately, they are looking at

tuition.
As you well know, low-income and midc' income students are

finding it hard enough to locate funds for c,llege. Public institu-
tions are constrained by fiscal realities and are limited by a
number of seats they can offer when there is limited funding.

Meaning that a decrease in funding in Federal aid and State as-

sistance will ultimately limit student enrollment in public institu-

tions.
This decrease is evident at the University of Nebraska by certain

colleges in restricting the number of students attending their class-

es by raising the standards for students to stay in these college pro-

grams.

7
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Why I make this point is that, as a student, I support increasedrestrictions or higher standards for admissions if there is a continu-ing decline in Federal aid, State or alumni support. Access, morethan ever, is now being under taxed.
The school that I attend has a very low rate of loan default. TheUniversity of Nebraska, Lincoln, in 1988, reported a default rate of3.3 percent. This rate is an extremely low rate when you compareit to the national average of 16.7 percent.
This high national percentage of default is a sad indicator ofmisuse and fraud and also is evidence that students incur a consid-erable amount of debt while in college. One way to help lower Fed-eral losaes for default is to limit the amount of loans given to insti-tutions that have a high rate of loan default.
The University of Nebraska is right now being penalized forthose institutions whose students are not successfully paying backtheir loans. This policy is not a good way to promote the universityto actively pursue students to uphold their obligation and to payoff their debt.
At the University of Nebraska at Lincoln the students are usingFederal dollars in the proper way. There has to be a system thathelp States that have a lower default rate. Once the student hasthe potential to help, the pi.oblem is the direct student loan pro-gram.
Now, I'd like to talk about indebtedness. I have two examplesthat come to me.
One is that I met a friend that has just graduated and I askedhim what he was doing on campus and he explained that hecouldn't find a job and so he's trying to go back to school so he canhave a way to pay ff the loans.
And he completdy misundersteod the popular way of payingthese loans back and he was really concerned because he didn'thave a way to pay it back.
Another one iE that I recently talked to a student that graduatedfrom the University of Medical Center in Omaha. He is doing resi-dency and he is getting around $2,000 a month and his loanamounts to $800 a month.
And so pretty much a third of his income is going for his studentloans. He did have the money to pay it out but that wasn't theproblem.
His problem was that he had to pay it off then. Because eventu-ally, once he got out of college schooling, he would have thatmoney to pay it off.
All he wanted was to defer it. That is probably one of the biggestproblems right now. Students trying to figure out when they'regoing to pay off their loans and what they're going to pay it offwith.
Another area of concern is that students with family incomes of$100,000 or even more can qualify for Federal loans if they attenda high priced private institution.To me this seems a misuse of Federal funds, when a studentcoming from a middle class family, attending a State funded insti-tution, has a problem qualifying for Federal loans.Lastly, I recently read in the Congressional Record that the cur-rent administration believes that families should be expected to

7
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borrow against the value of their family's house and farm. With so
many farmers who already have their farm property being used as
collateral, this can only be looked at as another burden placed on
rural Americans.

Family land is not a luxury item that can be used in calculating
how much Federal aid a etudent is eligible to receive.

In conclusion, there are institutions that are using Federal edu-
cati9n programs to help students achieve postsecondary education.
We need to support these students and these institutions in their
goals to acquire higher education.

Thank you.
[The prepared statement of Andy Massey followsj
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OA our state. hope that I can give to you some of the tinker*/ of Nebraska

at Lincoln concerns about federal aid. There are +Nee issues that I wil

address.

First a bees( way for the federal government to **lain to students how

federal aid is receNed.

Seco.4 now la the time for even a lerger comrNknent to postsecondary

education.

ThIrd, the problem of who aluXild wav ald.
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As a percentage, stets aid acrou the nadon, has been decreasing.

Nome of these financial restrictions, stste-funded alleges must look

Ordure 10f money. Uniwkinattly, they we looldng at tuldon. As you wed

know, low-income students are ilidng it hard enough to locate funds for

Oedema Public InstibAions are constrakied by decal realities, they are limited in

the ruder of emits they can offer, when there Is limited furtdng. Meaning that

a demise in tuning in federal aid and state asilstuico will ultimately limit

Oudot enrollment in ptblic inelleAons. This decrease is evident at the

UnNerelty d Nebraska by certain colleges restricting the numbar of students

sitenting their dames by raising the stwidards for students to stay in these

calms programs. Why I make this pcdnt is that, as a student. I support

increased redildctlons or higher standiuds for admissions If there is a continuing

dedlne in federal mid, otits or shinni support

Idficrahositratoefve,dfol

The semi that I attend has a voty low rate d loan default. The

Univereity of Nebraska Uncoil% In Mk reported a Maud rate d 3.3%. This

role loan exWernely low rale when you oompwe it to Me nationsl average of

ULM. This high national percentage of default is a sad indicator of misuse

and fraud, and also Is ovIdenoo tat sludonla Incur a considerable mount of

*IA While odiogo. OnswaytoMlowerfsdsndloeesterdslatdtbtoNtitt

thsstciloentoathaveahlghrstudlowdslaiiL .
The University of Nebraska is right now being penalized for those inslikalons

*toes students we not as asoosseld In paying beck thek krone. This policy is

not a good way to promote the university to actively ptrsue studenft In uphold

thair obilgellon to pay off time debt Urdvorally of Nebraska at Lincoln sludeds

we Ileing federal doiws In the proper way. There has to be a spasm that help

slabs list hovo a low dealt Mt

it%
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Anoint area of Down Is lhat skids* with family incomes of $100,000or,OM mon can quellY for federal loans if they Mend a Ngh Mood Ovate

inelibrion. To me fhb seems to be a waste of money. When a student coming

from an typermiddis class family aterdna a state funded insilkobon. wil have

i problem quelifying tor a federal loan.

Lastly, I Ivo* mad that ihe went adminisbabon beeves that

shoukl be opeoted to borrow against the value of their farrdy's home

Or fan. So many farmers eiready have their fann property being used as

ociaterd. which can only be looked at ak !maw burden placed on rural

Arnedoane. Pann land is not a luxury Nem Mei can be used WI csioulabna how

much federal old a student is eligible to maim

In conclusion, there are instaullons that are ming federal eduoslion

crowns to help lower home students achieve poltsecondwy education. W.

need lo support then students and Moe Instkullons in thelr goal of Womb°

oduoollon onion
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Chairman WILLIAMS. Thank you. Mr. Bob Caldwell is, I believe,
also the Student Body President here at Kearney. Mr. Caldwell,
we're pleased to have you with us today.

STATEMENT ROBERT E. CALDWELL II, STUDENT BODY PRESI-
DENT/F TUDENT REGENT, THE UNIVERSITY OF NEBRASKA AT
KEARNEY
Mr. CALDWELL. Thank you very much. First of all, I'd like to take

this opportunity to welcome you to our campus here at the Univer-
sity of Nebraska, Kearney, on behalf of the student body and com-
mend you for putting two student regents on this board here today
to give you some insight as to how the students feel things are
going with higher education today.

Chairman WILLIAMS. Your Congressman insisted.
Mr. CALDWELL. We very much thank our Congressman from the

third district. Ardent supporter of higher education.
Chairman Wnxuats. I said one was enough, he said no, it isn't.
Mr. CALDWELL. Thank you, Congressman Barrett.
Today I will briefly outline for you my testimony in written

form, and also elaborate on some of those aspects which are in that
written testimony.

American Colleges and Universities today face both short and
long term budget constraints. The short term picture, as we've seen
in Nebraska, and the mild recession, as well as State and Federal
funding shortfalls have hurt higher education systems in our State.

We also can look at the long term approach, and it will offer, as
we see, a more competitive environment for funding. More pro-
grams lobbying for funds takes more out of the till for each individ-
ual institution. I think one must also take global comparisons and
look at it from that vantage point.

You see recent studies that indicate that IQ and SAT scores
among U.S. Institutions are falling behind their counterparts in
other industrialized markets across the world.

We know that many avenues exist. We need to have a Nation of
higher education, but my report today will try to concentrate on
two general areas: the Federal Government's obligation to educate
and a student's perspective on how the current system working and
give some ideas on how a new system would work.

As students we see the Federal Government's role in higher edu-
cation is also parallel with our country's ability to be prosperous
and grow. Better educated youth will transform into higher nation-
al productivity.

Today we see the principal sources of Federal help are research
and student aid. Research, as we see it, luti one main problem,
that's out of date facilities needing an influx of new funds to re-
build. This can partially be remedied by funding research facilities
as a direct cost of doing this research. To compete worldwide we
must also maintain the resources for development of new technol-
ogies. This can only be accomplished with adequate facilities and
staff to match.

Student aid is also a direct aventu in which the Federal Govern-
ment can enhance education along with our future as students. As
our economy and industries grow more complex, the work place, as

S 5
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the student sees it, will mandate a college degree for entry n to astable financial situation in our future.
And as the costs for attaining a degree, referring closely to ourinstitution, the recent tuition hikes each year are strapping thestudents of lower and middle income families, not to mention mi-nority families, in their ability to send their dependents and chil-dren to college.
Statistics have indicated the average family income must be over$50,000 to enable college to be an option for dependents or chil-dren. As I'm sure you know, this average is well out of range for

many American families.
This is where we feel the Federal Government takes over andgives lower income families and middle income families, I should

stress, the ability to send their children to college.
There's two main directions that a prospective student can takein going to college and receiving some type of aid and that's guar-

anteed student loans and our Federal grant system.
The government's recent trend, as many other testimony's have

said today, has been towards loans and away from grants. We feelthis increasing the burden on students, both in their financial obli-
gations after college and in the endless complexity in receiving
these loans and grants.

In my testimony today I would like to key on the word complex-ity because that's something that I think students are being hitwith harder as they enter these higher education institutions andare having a hard time coping.
For example, the Federal Financial Aid form consists of over 13

pages of directions, often vague and tricky because some studentsdo not have a background in filling out forms such as this. This isan example of only our first step, and I stress that that's only thefirst step, of attaining eligibility.
An overview of the process begins approximately 6 monthsbefore the semester enrollment with this form. Eligibility is usuallydetermined and options are usually set, a set dollar amount grant

and the ability to finance a guaranteed student loan.
Referring to what Doctor Snyder talked about, the average stu-dent at the University of Nebraaka at Kearney usually realizes adebt in student loans of over $12,000.in 4 to 5 year period.
Giving you some idea as to the complel,ity as it deals in the loan

area, it's usually financed at a local bank. The student will gothrough our financial aide office and to a local bank. The begin-
ning student that first enters this realm of obtaining a loan usuallythinks that that's where their loan's going to stay, is at that pri-mary lender.

But to the contrary, the complexity starts all over again. The pri-
mary lender or local bank downtown can send your loan on a verytricky trial. It usually hits an upstream lender, then to a servicer
such as UNIPAC, and another servicer, Sallie Mae, and then to aguaranty agency.

I think this movement of the loan and the financial situation ofthe student scares many students away from the lending institu-
tions which supply these student loans. Simpler forms and a sta-tionary lender would be suggestions from the students.
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We also understand a debate exists in the Federal Government
in a move towards more loans and less grants. Students strapped
with the larger loans, it seems to me, are being handcuffed after
graduation with monthly payments they can't afford. This is limit-
ing the graduates ability to be upwardly mobile and thus, I see it
as decreasing national productivity.

I use an example here in my testimony of a new graduate in the
education field. In Nebraska they enter, and I know a couple nf ex-
amples of friends of mine that have entered around the $17,G00
year. Usually a take home pay of around $1,000 a month.

Compare that in my testimony with a number of basic funda-
mental things that they must pay for upon enteiing the work force,
such as rent and utilities, care service, food, car payment, clothes
and miscellaneous, that takes up almost $940 to an average Ne-
braska graduate in the education field, thus leaving almost no
room for that, if you take an average $12,000 tag, it's about $160
payment on that student loan.

General expenses for a graduate entering the work force just
seem not to balance with this high loan payment a student must
make.

Therefore, this limits to a graduate making a number of deci-
sions such as marriage, buying a home, emergency expenses. And
these next two I want to expound upon, and that's savings and con-
sumer spending.

If the student is going to be hit with these large student loans,
they're not going to be, as I said, more upwardly mobile. They will
not be contributing as much to the environment in which they live,
taxes and increasing what I would say would be the general wel-
fare of our national economy. Concluding that this loan will have a
somewhat negative impact on the national economy as these stu-
dents will not be contributing as much as they could be.

Student advocacy would be towards an enhanced grant system
that would not, so called, cement the feet of each of these gradu-
ates, rather give them, so called, wings to fly, wings to become
what we know they can be, and if they can do this, I think they
can contribute more back to the Federal Government, and also to
society in not having these high loan payments.

But we, as students, also understand the adversity faced during
tight fiscal constraints but as we see it they could offer some oppor-
tunity in that we must now be innovative and change.

And I say that together we must tackle these adversities with
reform which today gives us a chance to give you insig:it to the re-
forms we would like, and not use them as a very poor excuse for
the demise of our educational system.

And in conclusion, I would like to appeal to something that I
know Congressmen and Senators and elected officials must look at,
and that's constituency and how constituency fits in.

And in doing my research for this testimony I came across a
really neat poll that was conducted by Chrysler Corp. and worthily
so, they called it, Rediscover America, and out of 400,000 rest ond-
ents from a ballot card that was put in a national magazine, they
asked what are the Nations top three priorities of our Nation.

87
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And overwhelmingly, as stated in my written testimony, I stress,
overwhelmingly, 73.6 percent of those surveyed ranked edncation
as number one on the priority list.

This was followed up by the economy at 53.1 percent and ending
it out were the environment, crime, legal system, and health care.

But I think this shows that education will have a parallel effect
on those that follow this area, if we have better educated youth
and they're more upwardly mobile and don't have these high loan
payments that increase, as I said, poor productivity, some savings
and spending and a number of other things; my suggestion today
would be that Congress set education as its number one priority
and I think a lot of other things will fall in line.

And ending today, I'd like to thank my Congressman, Bill Bar-
rett, from the third district of Nebraska, along with Qmgresiman
Williams for giving the chance for students to give some ideas. I
think this is very important for students to be able to give their
input to the process of reauthorization.

Thank you very much.
[The prepared statement of Robert E. Caldwell II follows:]
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American Colleges and Universities Lao. both short and long

term budget constraints. The short picture suggests the

recession as well as state and federal funding shortfalls will

damage the higher education system.
The long term approach will

offer a more competitive environment for funding. with more

p.mgrams lobbing far funds. One mmet also realize that global

comparisons must be made. Recent studies of both /Q and SAT

scores have indicated that the U.S. is falling behind in its

ability to turn out competitive graduate..

Many faoets exist in the examination of higher education,

but this report will.conoentrate on two general areas. The

Federal Governments obligation to eduoate and students

perspective on how the current system works.

The Federal Governments role in higher education is in

parallel with our countries prosperity and growth. Setter

educated youth transform into more national productivity. The

Principal sources of federal help are research. and tudent aid.

Research bas one main problem, out of date faoilities needing an

Influx of new funds to rebuild. This can partially be remedied

by funding research facilities as a direct cost of doing

resserah. To compete worldwide we must maintain the resources

for development of new technologies. This can only be done with

adequateleuilities and taff to match.

Student Aid is also a direct avenue in whioll the Fderal

Government oan nhance education along with our future. A. our

economy and indurtries bsooms more complex. the work place will
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mandate a college degree for entry into a stable financial

situation. Am the ooste for attaining a degree go UP, it will be

more difficult for lower and middle income families to send their

children to college. Statistics indicate that the average

family income must be over 50.000 dollars to enable college to

be an option for dependents. This average is well out of range

for many amaricans. Thin is where the Federal Government takes

over and gives lower income families the ability to mond their

children to college. Two main directions perspective student

can go, guaranteed student loans or federal grants. The

governments recent trend box been towards loans end away from

grants. This increasing tha burden on students, both in

financial obligations after college and the endless complexity

in receiving a loan or grant.

Complexity is the keyword. The Federal Financial Aid Form

consists of over 13 pages of directions, often vague and tricky.

An example of only the first step of attaining eligibility. The

orocesa begins approxlmately six months before your semester of

enrollment. When eligibility is determined the options are

usually a set dollar amount grant and the ability to finance a

guaranteed student loan. An average student at The University of

Nebrasisa at Kearney will realize a debt in student loans of over

12,000 dollars in 4 years. This loan is financed at a local

bank and that is where beginning students think it stays. To

the oontrary, the complexity starts ill over again. The primary

91
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lender or local bank can send your loan on a very tricky trial to

upstream lender, then to a servioer(UNIPAC), on to a new

servicer (SALLIE. MAE) and then to a guaranty agency. This

movement scares many students AWAY from the lending inetitutions

which supply student leans. Simpler forma and a stationary

lender would he suggestions from the students.

A debate also xists ill the Federal Governments move

towards more loans and lass granta. Students atrapped with

large loans are being hand-ouffed after graduation with monthly

payments thoy can't afford. This is limiting, graduates ability to

be upwardly mobile and thua decreasing'netional productivity.

Example 01: A student graduating with a teaohing degree will

enter the work force in Nebraska at approximately'17.000 dollars

per year salary. Broken down to about 1.000 dollars per month

taka home. An expense brakdown will visualize the'tight budget

this nww graduate will have to deal with.

Expenses 1 month period:

Rent & Utilities $425.00
Car Service $100.00
Food $140.00
Car payment .$200.00
Cothee & Misc. $75.00

Total= 3940.00

This $940.00 total leaves the graduate short the average
$160.00 per month payment on a student loan:

General expanses for.a graduate entering the work force do

not balance with a Large loan payment. Therefor this limits a
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graduate from a number of decisions; marriage, buying a home,

mergency expenees, savings and consumer spending. Concluding

that Vat, loan will have a somewhat negative impact on our

national economy. Student advuoucy would be towards an enhanced

grant system that would not cement the feet of new graduates

rather give them wings to fly.

We as students understand the adversity faced during tight

fiscal constraints but see they offer opportunity in that we must

be innovative and change. Let us together tackle our

adversities with reform rather than using them as a very poor

exoU4e for our demise.

In conclusion, I appeal to your nood to be in touah with

the viewa.of your constituency. A recent poll conducted by

Chryaler Coro. entitled Rediscover America. Aaked Americano on

a ballot card what are the natIona top three priorities.

(400,0r,L) respondents)

Overwhelmingly EDUCATION ranked 0 1 with 73.8% of the vote.

Followed by the economy at 53.1% and ending it nut were the

environment, crimo, legal system, and health care.

The U.S. Congreso ohould also sot education as its number

one priority. With this invootment so rests the fate of our

nation.
Respectfully Sub ittad:

Robert E. `.:aldwull ii
Otudent Body Preuident/Studant Regent
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Chairman Mtn Ards. Thank you. Ms. Jeannine Phelan is the Di-
rector of Omaha Planning Center, Nebraska Higher Education
Loan Program. I guess you came down from Lincoln to be with us
today, did you?

Ms. PHELAN. Actually, I live in Omaha, and I'm the manager of
about three agencies in Kearney, Lincoln and Omaha.

Chairman WILLIAMS. Thank you for being with us.
MS. PHELAN. Thank you.

STATEMENT OF JEANNINE PHELAN, PROGRAM MANAGER,
EDUCATIONAL PLANNING CENTERS, NSLP-NERHELP

Ms. Pm uart. Chairman Williams, Congressman Barrett, I thank
you for the opportunity to allow us to testify today on the reauthor-
ization of the Higher FAucation Act.

I am pleased to represent three educational planning centers, as
well as our sponsoring organization, Nebraska Higher Education
Loan Program, NEBHELP, and Nebraska Student Loan Program,
NSLP.

I am simply going to highlight my written testimony, but I will
have to tell you that I represent, the secondary market and guaran-
tee agency in our State, so my comments are very much focused
towards the student loan industry in higher education.

As companies, NEBHELP and NSLP, share a corporate mission
to make higher education available for a better quality of life,
more accessible to Nebraskans and this region. Because of that, we
have a strong commitment te funding educational planning cen-
ters. We'd like to meet the service need with service available that
is free of charge to all of Nebraska. And quite unique, it is not of-
fered in other States in our region.

To give you an idea of some of the services that we provide,
much is done in house where students and their families can come
in to our offices and actually get a lot of information about looking
for schools and what kind of advanced educational opportunities
they may have.

And we will sit down with them and actually help them com-
plete the applications for financial aid and we have a computer
program that will estimate their eligibility for Federal assistance.

By doing these things, we can help a student get the early plan-
ning and early financial planning done for higher education.

Also, in the office, they can explore other options for financing
by scholarship through a computer program and a wide variety of
reference books available at each of the planning centers.

Although all of this I've stressed is in the office, there's much
that we do to cover the entire State. There are outreach program:.

You'll see the Educational Planning Centers represented at each
of the seven college fairs that is funded by NEBHELP and NSLP
each year. The college fair allows Nebraska students to take advan-
tage of representatives that come from all over the country to talk
about advanced education.

Also, we have conducted over 120 financial aid nights throughout
our State where we are out in the high schools talking to families
about ways to further their education and how to access the higher
financial aid, as we see here.
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Through the colleges we do extensive work with them, to help
the student understand before they borrow a loan what their rights
and responsibilities are. So we provide free interim counseling to
all of the schools in our State, and also provide loan repayment
counseling material, which is the exiting material.

And actually, for all the schools represented here today, either
through coming out to the college and conducting exit interviews,
we're making all the material available, they all give us input and
that Wipe NSLP, which we believe will help educate the studefits
so you don't have the wide spread problem of default in the State
of Nebraska.

With this outreach, we only have three offices in our State and a
large State to cover, everything that we do is also available
tin ough the mail, so we have worksheets for all the computer pro-
grams we offer. So you do not have to just be in one of our three
cities, we can cover the entire State.

I've made some specific recommendations in the written testimo-
ny that talks about two major categories, and that would be sim-
plicity and access.

We've made the recommendations because we have 5 years expe-
rience in working with a wide range of students and families
throutihout our State. And over and over, those two topics come up.
Simplicity and access.

To give you an idea of how many students we serve, and their
families, last year we served over 46,000 people and for September
to date, of this year, we have already served over 52,000 people.

So the need for early awareness and information about how this
process works is huge.

To stress the written testimony about complexity we have some
recommendations that you might be able to take back to your com-
mittee. The first encounter a family has with the financial aid
process is the application for financial aid. We recommend that
that application become much easier to understand and complete.

Also we recommend the redefinition of the independent student.
Currently, that's almost one half of the first page of the application
for financial aid.

To simplify it, we specifically recommend to take away the
amount that the student has to earn when they first received fi-
nancial aid. Leave the four automatic triggers and leave all others
to professional judgement under the financial aid administrator.

For the student loan industry, we'd like to leave fewer, broader
deferment categories for students in repayment. Right now there
are at least fifteen deferment options, as students often times don't
understand how they work or how to qualify for them.

The three we'd recommend would be in-school, unemployment
and hardship, with guidelines provided by Congress and the De-
partment of Education for their use,

We would like to see the elimination of the windfall provision in
the Stafford Loan interest rate and replace it with a variable rate
which is more similar to the flex programs, so our lenders can ad-
ministrate it much easier.

And also, finally, under simplicity, to ensure that the Depart-
ment of Education can iesue regulations within the 240 dap re-
quired by statute.
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Under the broad category of access, also we have specific recom-
mendations. We agree with Chairman Williams that we would like
to have the middle income put back in to our Federal program.

To do so we also recommend the elimination of home, farm and
business equity from the needs analysib system.

And to broaden the Stafford Loan Program so that more middle
income families can have access to that program, for whom it was
originally designed.

We would like to retain the special allowance payments that are
currently given to lenders, so that we do not have an access preb-
lem in the future if lenders can no longer stay in the program.

We've talked a lot today about how much students are borrowing
and the loan indebtedness they incur, so we strongly recommend
reauthorization of the current consolidation program.

This is one repayment option that allows students with higher
loan debts to bring those loans in to one new program, with an ex-
tended loan period, which makes their monthly payments lower.

Certainly it's in line with what was discussed today.
And finally, under access, we recommend what's being discussed

through Congress right now, and that's our early awareness pro-
gram.

And we believe the Educational Planning Centers is a prime ex-
ample of how we can reach families early on in the process and
help them understand how financial aid is administrated.

In the future, actually, we hope in this next year, to provide an
early awareness program for students as young as the fourth
grade, so that they have an understanding that there are opportu-
nities for them to advance their education.

And to continue those early awareness programs into our junior
high and high schools, as we currently are today.

Reauthorization provides the opportunity to simplify the student
loan program and to provide greater access but it also provides the
opportunity for Congress and the administration to demonstrate
their commitment to higher education.

Commitment from Congress and the administration is vital to re-
gaining the confidence in the financial market and ensuring the
stability of the program.

By making higher education a reality for more citizens, we invest
not only in their future, but in the future of 'Air country as a
leader of the world.

I thank you for the opportunity and would welcome any ques-
tions you may have.

[The prepared statement of Jeannine Phelan follows:]

G
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NSLP - NEBHELP
Commies of the Foundation for Educational Funding, Inc.
1300 IT SUM PO. Bak 82505
Walk NE 685012505

802.475.7272

800.735.6556 Executive Summary

Written Testimony
Jeannine Phelan, Program Manager
Educational Planning Centers
NSLP-NEBHELP
Home Postsecondary Education Field Hearing
University at Nebraska at Kearney
July LS, 1991

NEBHELP, a secondary market, direct lender and loan servicer, and NSLP, a guarantee
agency, co-sponsor the Educational Planning Centers which provide a variety of services
to educate students and their families about fmancing higher education.

NEBHELP and NSLP believe the 1991 Reauthoriution of the Higher Education Act
provides an opportunity to simplify the student loan programs and enhance access to
higher education.

We suggest:

Need Analysis

Simplifying the need analysis forms to make them easier to follow and complete,
emmining ways to simplify the need analysis process for people who are already
receiving income maintenance public assistance,
simplifying the definition of dependent and independent student by eliminating the
calculation based on the first year a student received federal financial aid. and
removing home and business/farm values from the calculation of expected family
contribution.

Deferments

Establishing fewer, broader deferment categories with guidelines for using professional
judgement in granting deferments, and
making the new categories apply to all borrowers, not just those who borrow after the
new law is enacted.

lulling Regulations

Ensuring the Department of Education issue regulations within the 240 days required
by statute.

9 7
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Interest Rates

Eliminating the 8/10% interest rate structure currently in place for Stafford Student

Loans and replace it with an 8%/variable interest rate structure with the variable

interest rat:. not to exceed 10% nor drop below 8%.

Middle income Families

Exploring ways to enhance access for middle income families by modifying need

analysis, interest subsidies, incresed loan limits, and/or repayment options.

Maintaining access to student loan programs for students who have not completed high

school or a GED through the ability.to-benefit option, but make sure the program is

closely monitored and properly administered.

Special Allowance Payments

Maintaining Special Allowance Payments to lenders at 3.25%.

Consolidation

Reauthorizing the loan consolidation program to provide an additional repayment
option for students with higher total student loan debt.

Early Awareness

Increasing emphasis on programs that heip students and families become awareof the

opportunities and costs of higher education and ways to pay for higher education.

Demonstrate Federal Conunksent t-) Higher Education

Uncertain support for higher education from both Congress and the Administration
has created uncertainty in the marketplace and affected access to credit for students

and their families. Reauthorization provides an opportunity for both Congressand the

Administration to demonstrate their moral and philosophical as well as financial

commitment to higher education.

View Higher Education as a Societal Investment

Viewing higher education as a solution to societal problems, not a problem itself.

46-416 0 91 4
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Written Testimony
Jeannine Phelan. Program Manager
Educational Planning Centers
NSLP-NEIIIIELP
!louse Posisecondaey Education Field Hearing
University of Nebrask.. at Kearney
July IS, 1991

The Nebraska Higher Education Loan Program, Inc. (NEBHELP). founded in 1978, is a secondary
market, originating lender and servicer for PLUS and SLS loans, and a contract lonn servicer.
NEBHELP wuiks in the Midwest, primarily Nebraska, Kansas and Minnesota.

The Nebraska Student Loan Program, Inc. (IVFLP) is a f,jaranter agency founded in 1986 to
guarantee loans made through the Stafford Stud:mt Loan. :supplemental Loan for Students (SLS)
and Parent Loan for Students (PI .US) programs. NSLP is the designatc; guarantor for the state
o' Nebraska and serves students, lenders, and schools fn Kansas and Wyoming as well as Nebraska.

Both organizations hold as their mission making higher education more accessible to people in
Nebraska and the Midwest.

The Educational Planning Centers (EPCs) which I manage are a public service co.sponsored by
NSLP and NEBHELP. The first EPC opened in Omaha in 1986. We nov, serve Nebraska students
and their families from offices in Omaha, Lincoln and Kearney. The goal of the EPCs is to educate
students and their families about the opportunities for higher education and ways to access that
education. To achieve that goal, we provide a variety of services including the following:

Personal servke. We help students and their families both in.person and by phone with
questions about higher education and financial aid. We provide individualized assistance to
families to help theni complete the needs analysis forms required for entry into the financial
aid system.

Eligibility estimates. Using computer programs, we can estimate a student's eligibility for
federal financial aid. We have programs for both dependent and independent students.

Slolarship search. We have a datablve listing several hundred private scoolarships. Students
can use their own parameters to watch this database and select scholarships for which they may
be eligible. The database provides information on the scholarships and application instructions.

Planning fouls. We have a computer program that includes several applications that help
people plan for paying for higher education. These applications include a budgeting program
so students who have borrowed can budget student io repayment into their monthly expenses,
loan repayment schedules, and a program that will help parents develop a savings plan while
their children are rung.

All the EPCs' computer.based services arr ,vailable at each office or through the mail by using
worksheets we have developed to avow); each program.

College fain. Each year, NSLP and NEBHELP, through the EPCs, sponsor seven College Fa irs
across the state. Representatives of various colleges exhihit at these fairs to give students and
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their families the opportunity to gather information about different options within higher
education. EPC staff members make presentations on financial aid at each of these fairs.
Combined attendance at the seven fairs is estimated at more than 10,000 students and family
members each year.

High school provams. EPC staff members make presentations at educational planning nights -
mini-college fairs held at high schools across the state, and at financial aid nights where
students, generally seniors, and their parents are invited to learn more about the financial aid
process.

Entrance and mil counseling. in cooperation with area schools and colleges, we provide
entrance and exit counseling to student borrowers. We have developed materials which meet
the federal guidelines for entrance and exit counseling and dist, ibute those materials widely,
even to schools where we do not participate in the counseling sessions. Samples of these
materials have been provided to Representative Barrett.

All EPC services are provided free to the user as a public service of NSLP and NEBHELP. Our
commitment to making higher education more accessible drives us to support these services. We
also believe strongly that better informed students make wiser borrowers who are more likely to
repay their loans, if a loan is part of the financial aid package.

From September 1989, through August 1990, the EPCs served more than 46.000 people through
direct service or informational presentation. From September 1990 through June of this year, the
EPCs have already served more than 52,000 people. A volume chart showing volumes fur the last
five years is attached to this testimony.

In addition to our ork with high school students and their families, we have made presentation%
to parents of junior high students and are cooperating with the Nebraska Association of Student
Financial Aid Administrators on an early awareness program designed to educate students as young
ar the fourth grade about options in higher euication.

Reauthorization of the Higher Education Act of 1965 presents a great opportunity. While the Act
addresses many aspects of higher education, since NSLI' and NEBHELP deal most directly with
student loans. I will focus my comments specifically on the student loan program. My comments
fall into two broad categories: simplicity and access.

Simplicity

Need Analysis

Forms. Students enter the financial aid system by completing a need analysis form. Cui rently,
there arc rix different forms used to apply for federal aid. Some have fees associated with
them, some are free. The student may have to complete additional forms to apply for state or
campus-based aid. We suggest that the forms be designed to accommodate both federal and

BEST CO PMEZLE
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state applications, so that like information can be grouped together and the forms and easier
to follow and complete. The overall goal is to reduce the number of forms and make the forms
themselves more simple.

Use existing need analysis processes. Congress should consider simplifying the federal financial
aid process for applicants is currently receiving public assistance for income maintenance, such
as ADC or AFDC. The National Association of Student Financial Aid Administrators
(NASFAA) suggests that these applicants he required to complete only a small numoer of
demogra:thic questi 'on the need analysis form.

Simplify the definition of dependent or independent student. Under current law, veterans,
orphans and wards of the court, students with dependent(s) other than a spouse, and students
over 24 y as old are automatically considered selkupporting or independent. In addition,
current I V includes a calculation based nn the first year the student received federal aid. This
calculatit ..ecomes more compheated each year. We suggest removing the second provision
and &lc-alining self-supporting status by the four objec;ive, easily substantiated criteria listed
earlier. Financial aid administrators could then use professional judgement to handle any other
unusual cases, as they do now. This would simplify the calculation and lessen the possibility of
people qualifying for aid because they were able to adjust or refigure their tax returns.

Deferments

Deferments allow a student borrower to delay repaying their loan for a specified period of time if
they meet certain criteria. There are currently 15 categories of deferments available to student
borrowers. Many of the categories were instituted as part of the 1986 Reauthorization and have
not been widely used because the regulations governing that Reauthorization have yet to be issued.
The multitude of deferment categories and confusion about which borrowers are eligible for which
deferments creates a situation where a borrower may become del:quellt or actually default on a
loan when they are eligible for a deferment. UNIPAC, our loan servicer, reports that up to a third
of the request for deferment forms they receive must be returned to the borrower because they
have been completed improperly. The system is also difficult and confusing for lenders and schools
to administer.

Fewer, broader deferment categories. We suggest that deferments be ranted in only three
categories in-school, unemployment, and hardship. Congress and the Department of
Education should issue guidelines upon which schools and lenders can base professi-nal
judgement in granting deferments.

Eliminate "new borrower" restrictions on deferments. When new deferment regulations are
issued, they should apply to all borrowers, not just those who borrow after the new law is
enacted. This will eliminate managing three sets of borrowers those who borrowed before the
1986 Reauthorirstion, those who borrowed between the Reauthorizat ions of 1986 and IO92, and
those who bor ow after the new law becomes effective. Estahlishing broader categories and
applying those ca:egories to all borrowers would greatly simplify the deferment process.

3
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issue Regulations More Quickly

While the Department of Education (El)) is required by statute to issue regulations within 240 days
after Congress enacts legislation or seek an extension, a recent report frr.ci the General Accounting
Office stated that of 83 regulations reviewed, only 13 were issued within 240 days. According to
GAOs report, "Education Regulations, Reasons for Delays in Issuance," (November 1090) an
average of 389 days--ranging from 72 to 088 dayswere spent to develop the 80 regulations that had
been issued at the tinn f GAO's review.

As we discuss this 1991 Reauthorization of the Higher Education Act, ED has just now received
comments on the Notice of Proposed Rulemaking for the 108b Reauthorization. ED 1iii1.1ished that
NPRM in December 1090. The lack of official guidelines and interpretation of the law creates
concern, confusion, and controversy within the industry. ED addresses this confusion by issuing
Dear Colleague letters. While Dear Colleague letters were intended to be a temporary stopgap
until regulations were issued, they have come to be used as a replacement for regulations even
though they are often vague. Interpretations of tbe Dear Colleague letters varies. The issuance
of Dear Colleague letters has become a long and laborious process as well. It is no unusual to wait
months for a Dear Colleague.

To add to the confusion, Ed also uses 'side letters' to clarify their position on issues. These are
letters sent in answer to a acquest from a specific individual, agency, or company. There are
documented cases of side letters giving different interpretations of the sante issue depending on who
wrote the side letter.

This confusion and lack of timely issuance of regulations complicates program administration am!
can discourage lenders from participating in the program. We believe that we can operate more
efficiently and provide better service to our clients if we're not constantly seeking clarification on
regulatory issues.

Interest rates

The current Stafford Loan Program carries an interest rate of 8% through the first four years of
repayment, and 10% thereafter. This two-tiered interest rate is difficult to administer. In fact.
many lenders don't yet know how they're going to execute the increase to 10% when the first
borrower who borrowed under this system go into their fifth year of repayment later this year.
Lenders may be placed in the position of rebating very small amounts of money to borrowers-- a
process that is costly and difficult for lenders and confusing to horrowers.

We suggest that the interest rate for Stafford Student Loans be placed at 8% through the first four
years of repayment, then convert to a variable rate based on treasury bill rates. The rate could cap
at 10% and have a floor of 8%. Because the SLS and PLUS programs operate on a variahle
interest rate, most lenders' systems are set up to handle this type of interest rate structure.

The issues we've raised so far relate to simplifying the processes involved in the financial aid system.

4
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Simplicity facilitates access, and we would like tu discuss several issues directly c.mcerned with
enhancing access to federal financial aid.

Access

Need Analysis

We support removing the value of homes and business or farm assets from the calculation of
expected family contribution in the need analysis process. Families are now allowed to protect
retirement funds from the need analysis process. We don't Iselieve families should be expected to
liquidate home or business/farm assets and perhaps jeopardize financial stability or earning power
to pay for education. We believe protecting home and husiness/farm assets would significantly
impact rthal families and make more families eligihle for federal financial aid.

Access frir MIddk Income Families

We support program modifications to increase access to federal financial aid for middle income
families and students working to put themselves through school. We do nest believe it is coincidence
that when middle income families were denied access to the program in the early 1980's. we began
to see significant increases in default rates. Opening the program back up to middle income
students will enhance amess to education and contribute to program stability. We encourage
Congress to explore the need analysis process. interest subsidies, increased loans limits on PLUS
and SLS, and repayment options as areas that could he modified to increase access for middle
income families.

Ability-to-Benefit Students

Some students who have not completed high school or earned a .- 7.1) can become eligible for
federal financial aid if they can show an "ability-to-benefit" from th,, education they arc pursuing.
The student must show ability-to-benefit by taking a test approved by ED. We believe Congress
should preserve this mode of access to education, but make sore the process is monitored carefully
and administered properly.

Special Allowance Payments

Special Allowance Payments (SAPs) to lenders are a perennial topic of discussion when it comes
to loan program revisions. Participants in the program contend that if SAt's drop hclow the curlew
level of 3.25%, lenders will drop out of the program and access will he inhibited. liegulators
contend that 3.25% is not a magic number and that SAPs could be reduced or eliminated without
affecting access. We encourage the subcommittee to leave SAPs at 3.25rn. SAPS do serve as
motivation for lenders to participate in a very complex program. Wc believe SAPs are essential to
continued participation and to program stability.

5
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Consolidation

In 1986, Congress established a loan consolidation program to help students deal with the higher

costs of loan repayments and to help reduce defaults on federally guaranteed student loanx tinder

this program, instead of makingconcurrent payments on several loans over a period usually limited

to 10 years, students can consolidate these loans and make smaller monthly paymcnts over 10 to

25 years, depending on the size of the consolidated loan. The program was authorized for six years,

through fiscal year 1992. In June 1990, GAO issued a report on the consolidation program that

stated The loan consolidation program has been succe&sful in reducing borrowers' monthly

payments, thereby easing their payment burden.... In addition, borrowers who consolidated their

loans have rarely defaultedonly 107 of 63,000 such borrowers defaulted through September 1988."

We recognize that extended repayment means borrowers pay more interest and usually pay more

over the life of the loan We also recognize that loan
consolidation increases costs to the

pvernment for interest subsidies. We strongly believe, however, that the defaults prevented

through consolidation offset these increased costs. We encourage the subcommittee and Congress

to reauthorize the consolidation loan program.

As tuition costs increase, students are forced to borrow more to complete their educationsand total

student debt increases. We must make it easier for students to repay these loans. Consolidation

accomplishes that goal. We also believe that educating borrowers about their options and giving

them complete information about
the implications of consolidation are important parts of the

process. NEBNELP's consolidation program helps each borrower aSSCAS their individual situation.

We don't encourage consolidation unlexs it is truly in the ben interest of the borrower.

Early Awareness

We support ED's emphasis on early awareness of college costs and options available to pay for

higher education. NSLP, NEEMELP, and the EPCs have been working in early awareness for the

past five years and continue to be innovators in this area.

In conclusion, we support simplifying the federal financial aid process and enhancing access to

education by enhancing access to federal financial aid. We have given several specific

recommendations and our opinions on some broad concepts related to simplicity and access.

Events over the past year have increased the attention given to the student loan industry. We

believe that such attention and scrutiny from Congress, FD, and participants in the industry itself,

including letter of credit providers, results in increased accountability within the industry. We

welcome that increased accountability.

Through the reauthorization of theHigher Education Act, Congress must address both its and the

Administration's uncertain support for the student loan programs. The persistent uncertainty of

the Congress and the Administration has had a dramatic effect on the access to creAlit for students

and their families. For example, lenders who originate loans freliently look to secondary markets

6
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like NEBHELP to offer liquidity for loans they have made. To provide that liquidity. secondarymarkets must raise funds by offering to the public an investment with a reasonable rate of return.

The i idefinite support of the Administration
and the Congress tOr the basic financial structurescurrently in place for delivering educational

credit has created both the reality and the perceptionof unreasonable risk and an unknown rate o! return. The simple result is that the hiancial markethas opted to dramatically reduce its participation in the fund raising efforts of secondary markets,thereby limiting liquidity for lenders making loans to students and their

We recognize that loans are just a piece of the federal financial aid program. hut the GuaranteedStudent Loan Program is the largest source of federal aid to colter students. Recent estimatesindicate that commercial lenders finance more than S12 billion in student loans to provide assistanceto about five million students annually. According to Joseph Marr Cronin and Sylvia QuarlesSimmons in their 1987 book 5.11sicalmos: Risks and Realities:

The U.S. loan program. relying mainly on hanks to lend capital and on the government to payonly for subsidies and defaults, ia a very productive program. Three or four Million dollar ingovernment money each year generates nine or ten billion in new loan funds. This three-to-oneratio is popular in that Congress can properly take credit for leveraging two new dollars hypaying out only one. (O'Neal, 4)

Higher education is a long term investment our society makes in itself. We can measure the returnon that investment in some ways hy comparing the increased earnings a person who has receivedhigher education to those of a person who has not. Those earnings are taxed, resulting in increasedincome to the government, as well. As we consider that challenges facing our nation today,however, the greater return on investment may result from those things that we cannot measure:a more enlightened electorate,
greater political stability, and people who are better prepared to leadour nation and bring it to a better competitive position in the world.

We ask for Congress' commitment
to higher education. We agree with David Kearnes, nnw De;nitySecretary of Education, who as chairman of the Xerox Corporation said, "Filucation should notcompete with national defense, the trade deficit, drugs or AIDS. Instead, think of it as a solutionto those problems.'

1 5
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Chairman WImaims. Thank you.Ms. Wanda Halvorson, Coordinator of Financial Aid at Nebras-ka's Methodist College of Nursing and Allied Health.
STATEMENT OF WANDA HALVORSON, PRESIDENT, NEBRASKAASSOCIATION OF STUDENT FINANCIAL AID ADMINISTRATORS
Ms. HALVORSON. Good morning, Chairman Williams, Congress-man' Barrett and other distinguished guests and interested parties.I appreciate the opportunity to speak with you this morning. Iam Wanda Halvorson, President of the Nebraska Association ofStudent Financial Aid Administrators (NeASFAA) and the Finan-cial Aid Coordinator of Nebraska Methodist College of Nursing andAllied Health.
I am here today representing NeASFAA. NeASFAA representsall divisions of institutions in the State of Nebraska, i.e.: 4 yearpublic, 4 year private, 2 year community colleges, and private voca-tional schools. Our associate members represent members, guaran-tee agencies and the lender of last resort.We have been in existence for the past 24 years as an organiza-tion. Our main goal is to help students secure their education atthe institution of their choice; thus promoting freedom of choice.I have given the charge of my elected sector representative withthe issues at hand. The general consensus of NeASFAA is as fol-lows:

We favor the inclusion of farm assets in the needs analysis. Itwould seem only equatable if they are dealt with in the samemanner as business assets instead of allowing an exemption.However, in the case of an unusual circumstances relative tothose farm assets the authority of the financial aid officer to useprofessional judgement to exclude those assets should be preserved.At this point, it is important to note that realistically a singleneeds analysis for all Title IV aid should be develoNd.Currently there are numerous needs analysis. The use of profes-sional judgement may be used on some programs but not on all.An example, professional judgement can be used on campusbased aid but not with the Pell program. This treatment of profes-sional judgement ncads to be uniform with all Title IV programs.Th j insuring fair and equitable treatment of awarding aid.It has been suggested by some that providing technique assist-ance to schools is a viable alternative to providing financial aid di-rectly to students.
We oppose providing technical assistance to institutions becauseassistance should be targeted to students, most needy studentsfirst.
If a program such as this is implemented, we would want to beassured that these funds do not deflate from the Title IV programs.This wou)d benefit individual institutions and not students, whoare the primary beneficiary of any Federal funding programs.Assistance to institutions would remove the freedom of choicethat is so very essential and would remove the foundation on Whichthe Title IV funds were founded. Students would benefit from fund-ing such as this, however, technical assistance would benefit Ir.only students with need, but students without need as well.

1117



103

The basic tenet of Federal financial assistance is to help those
students who can ill afford college education and not subsidize
those who can.

With the lack of Federal funding to support current Title IV
funds it would seem unrealistic for students to receive additional
funds for attending a satellite program. It has been proposed that
students in satellite programs should be eligible for the same aid as
all other students.

Before this type of concept is implemented, we should determine
if these students are paying the same type of tuition and/or fee
costs that students in non-satellite programs are paying.

Normally students attending a satellite program will be assessed
a reduced cost because they are not at the campus facilities and do
not benefit from all campus services that are normally available to
students, such as library facilities, food services, direct and daily
availability of staff, etc.

It is because of this that students normally receive a reduced cost
in their tuition and/or fees.

Since these students may be benefitting from a reduction in cost,
it does not seem fair and equitable that they should receive the
same percentage of Title IV funds. However, if these students are
not receiving a reduced cost in their tuition and/or fees, then they
should receive the same percentage of title IV funds.

Providing funding for less than half time students would further
dilute the limited funds that are currently available to half and
full time students.

We feel it is in the best interest of the students if only half and
full time enrolled students are adequately funded before any con-
sideration be given to less than half time enrolled students.

The students must have the free and final choice of what institu-
tion they will attend. Funding should go to the student for the
choice to remain with that student.

We would hope that during reauthorization that Congress would
reevaluate the present regulations as it is felt a financial aid offi-
cer, is a police officer, drug enforcement agent, immigration officer,
etc.

Not that the financial aid community feels that these aren't
worth while efforts by Congress but that the impact that the finan-
cial aid officer is having in these areas is so minimal that it does
not justify continuance of these policies.

We ask that Congress study the impact of these onerous regula-
tions before allowing them to continue.

I wish to thank you on behalf of myself, and NeASFAA for al-
lowing us time today. NeASFAA would like to offer our assistance
to you and your other committee members.

[The prepared statement of Wanda Halvorson follows:]
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July 9, 1991

TO: House Postsecondary Educetion SubcorrirnitteeAT: University of Nebreeke Seamy
BY: Wends Helvorson, President Nablesits Association of Student Financial AidAdministretwn

TO: Congressman Pat WIlileme
Congressman bill ilorrett

Good mornkig Congressman Williams, Barrett, other distinguished OM& end
Intsrested parties. I epaulets the opportunity to speak with you this morning. I am

Wands Halvorson, President of the Nebraska Association of Student Financial Aid

AdminIstretors (NeASPAA) end the Financial Aid Coordinator of Nebruka Methodist
College of Nursing and Allied Heath. I ern here today reprosentIng NeASFAA.

NeASFAA represents all divisions of Institutions In the etas of Nebraska: IA.: fOur
yeer publio, four your Private, MO yew community colleges, end private vocational

schools. We have been in ulatenos for the put twenty-four years es en ofilsnintion.
Our mein goal is to help students secure their education st the institution of their

thokedhus Promoting freedom of choice. I have given the charge of my elected

seater representive with the Issues at hand. The pure' consensus of NeASFAA Ii
es follows:

A. We favor the Inclusion of farm saute in the needs analysis. It would seem only
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equatebie If they are dealt with In the same manner as business assets Instead

of *Mowing an exemption.

However, In the case of unusual circumstances relative to those farm assets

the authority of the Financial Aid Officer to use PrOf01410Mil Judgement to

exclude those assets should be prateived.

At this point It Is important to note that realloficelly a single needs analysis for

ell Title IV ald shouid be developed.

Currently there are numerous needs anslysls. The use of professional fudgement

mey be use on some programs but not on ell. An example; profession

judgement On be wed on campus bases ald but hot with the Pell program.

This treatment of profession Judgement needs to be uniform with all This IV

Programs. Thus Insuring lair and equitable treatment o yarding old,

11. It hes been sugoested by some that providing technlqus assistance to schoois

a viable alternative to providing finsndel ald directly to students. Wb oppose

providing technics; assistance to Institutions because:

1) Assistance should be targeted to the Students. most needy students

first. Its program such at this is implemented, we would want to be

assured thst these funds do not deflate from the Title IV programs. This

would bunefit individual inetitutions end not students, who ere our the

primary beneficiaty of any federul funding progrsms.

2) Assistance to Institutions would remove the °freedom of choice the ki
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ao very essential And would remove the foundetbn on which the Thie IV
funds were founded. Students would benefit from funding such u this,
however, technical assistance would tweet not only students with
need, but students without need as well. The basic tenet of federal
financial assistance Is to help those studanta who can III afford college
eduotIon and not eubsicilze those who cu.

With the lack of Federal Funding to support current Title IV funds ft would seem
unreallstic for students to receive additional funds for attending a astelate program.
It has been propoied that students In satellite

programs should be eligible for the
game aid es all other students.

Before this type of concept Is implemented, we should
determine if these students are paying the urns type of tuition endlor fee costs that
students in non-satellite programa we paying.

Norms Ily students attendino
a satellite program will be essessed a redueed cost

because they we not at the campus facilities
and do not benefit from ell campus

senrlus that ars normalfY euellebie to students audites: library fullities, food service,
direct and daily evellability of staff, etc. It is because of this Om student, normally
receive a reducedcost In their tuition andlor fees.

Since these studnnts may be benefiting from.
reduction In cost, It does not seem fair

and equitable that they should receive the urns percentage of Title IV funds.
However, if thou students are ngt receiving a reduced cost in their tuition end/or
fees, than 1,y should receive the same percentage of Title IV funds.
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C. Providing fundIng for lees then half time students would further dilu is

limited funds that ere currently available to half and full time students.

We feel it is In the best interest of the students If only half and full time enrolled

students are adequately funded before any consideration be given to less than half

Urns enrolled students,

The student must have the tree end final choice of whet institution they will attend.

Funding should oo to the student for the choice to remain with the student.

We would hope that during re-authorlzatIon that Congress would reevaluate the

present regulations u It Is felt a Financial Aid Officer, la a police officer, drug

enforcement agent, Immigration officer, etc.

Not that the Financial Aid community feels that these aren't worth while ef felts by

congreu but that the Impect tie Animals! Aid Officer is having in the areas Is so

minimal that It does not lustily continuance of these policies.

We elk that Congress study the Impact of these onerous regulations before allowing

them to contInue.

I wish to thank you In behalf of myself, and WASFAA for allowing ua time today.

NeASFAA would like to offer our assistance to you and your other committee

membere.
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Chairman WILLIAMS. Thank you.
Doctor Hasemeyer, ylu spent some time in your testimony talk-

ing about and expressing appropriate concerns about the student
loan default cost.

And you male a very valid point that in the 1970's, the late
1970's I think it was, the grants made up about 80 percent of the
financial assistance and loans about 20 percent.

Now the loans make up about two thirds and the grants about
one third and the reason that the prior administration was so in-
sistent on that, and the Congress somewhat reluctantly, and I be-
lieve mistakenly, went along was because of the budget crunch.

I would prefer to go back, as I think you would, to the time when
we had a much closer 50-50 balance, if not even more so weighted
towards grants and away from loans.

But you understand, that doesn't save taxpayer money. That
spends more of it. Now, you've reduced default costs, probably, but
grants never get paid back, so the taxpayer loses that money.

Now, if you were in Congress, Mr. Hasemeyer, they'd call you a
big _spender.

Mr. HASEMEYER. I'm sure you're right.
Chairman WILLIAMS. But that's what you want us to do, huh?
Mr. HASEMEYER. That, I feel that in rural, in rural Nebraska,

rural America, that in order for, to give to our people that opportu-
nity that we are much better off with a grant for these people
rather than, in our case, rather than the loan.

Because we, the people, many of the people that we serve pres-
ently are people who have had financial difficulty already and we,
we're seeing that more and more. We may see it even more so in
the next 2 or 3 years.

And with grants, that gives them that opportunity where a loan,
I feel, will not give them that opportunity. And if they do get the
loan then the next problem is, how are they going to repay it.

Chairman WILLIAMS. Mr. Massey, you make this poirt in your
testimony. Quote, I support increased restrictions or higher stand-
z.-ds for admissions if there is a continuing decline in Federal aid,
State aid or alumni support.

Do you make that statement on behalf of students at the Univer-
sity of Nebroska at Kearney?

Mr. MASSEY. At Lincoln.
Chairman WILLIAMS. At Lincoln, are they?
Mr. MASSEY. Yes, I do. In fact, with State aid decreasing, which

is probably the main supplier of public educational funds, there
comes a time when we're giving an education that isn't worth get-
ting.

When you have close to 90 students in one room access, we arenot--
Chairman WILLIAMS. Would you have higher standards for ad-

missions just at the University of Nebraska at Lincoln, or would
you do it for all?

Mr. MASSEY. This is a discussion that our State has been going
over the last few years. I think there needs to be a system that's
set up where a whole State is on a level that they know what their
goal is and right now I don't think the State of Nebraska really
knows what it's goal is at all it's institutions.

1 1 3
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We have one research institution, then we have other differentavenues. I think that we have to have an opportunity to give every-one the chance for an education.
Chairman WILLIAms. You've raised an issue with that statementwhich faces your State and all States. It's not a Federal matter, atleast as the majority Members of Congress see it.We do not want, nor are we anywhere near establishing thestandards for admission to your schools.
But the people of this State and my State and the others do havethis as an issue, with which you have to wrestle, and how thisturns out is going to decide whether your education is inclusive orexclusive.
I once had the Minister of Japan say to me, we are just in theprocess, the Minister of Japan for Education, Higher Education.He said, we're just in the process here of establishing a nationalconvention in Japan. We want to change our education system.I said, change it how. He said, we want it to look more like theAmerican system. I said, really, we're doing the same thing. Wewant ours to look more like yours.
He said, don't do it. I said, why. He said, in our system the na-tional government, in effect, comes in to the classroom in highschool and picks the winners and the losers. We've checked yourscorea. You can be a surgeon. You can be electronics, and you cango to school. But they don't point at women over there.You can go to school and be a mathematician or scientist. Therest of you, out.
Now, he said, I understand in America you have a system whichis different than that. You look out at all those high school gradu-ates and some who haven't graduated from high school, and say,you want to be a brain surgeon, you all come.
So, we've got to be careful, Mr. Massey, we've got to be carefulthat we don't exclude the late bloomers by putting a high stand-ards of admission too high. There would be one result.Our college students would ;:ompete better, Mr. Caldwell men-tioned this, our college students would compete better on testscores with the Japanese if the Federal Government walked in andonly picked the winners, you're going to college, as the Japanesedo.
Then we might show up a little better on test scores, but do wereally want to do that.
Mr. MASSEY. The reason I put that in there was more on thepoint to show that there's such a need for money that we're goingto have to set a limit to access and that's something that I don'twant to do. I dun't think anybody, any form of government wouldever want to do.
I don't want to go to the Japanese system and I don't think any-body here does. I just want to make sure that we have the qualityeducation for us.
Chairman WILLIAMS. 1 hear you. Mr. Caldwell, what do you thinkabout that? You represent the students as well, and what do wedo? Do we need to, obviously, have appropriately high standards?Question is, what standard is going to be appropriate? Do youthink we ought to tighten down on admission?
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Mr. CALDWELL. Well, I think what Mr. Massey's referring to in
his statement, which I think was well warranted, is that we want
to insure the quality of education.

If we have an institution which is severely underfunded as is the
University of Nebraska at Kearney, our admission standards, I
feel, admit the majority of students that provide a broad based edu-
cation to a number of people.

But if continuing aid is going to decline, mandated admissions
policies will have to take effect, because we will not have the fund-
ing from State or Federal support needed to provide that quality
education which we have provided in the past.

I think that is the main concern. I don't think Mr. Massey or
myself would like to see the standards put in place to limit our
lower income, our minority, or students who have not completed
their high school education to receive what they need. But these
same individuals can, in college become late bloomers.

So I think we need to as we're concentrating on today, concen-
trate on our ability to make sure that does not happen.

Chaiririaii WILLIAMS. Also, Mr. Caldwell, this poll that, although
it wasn't random, it was a self selecting poll conducted by Chrysler
Corporation, I wondered how that came out.

I sent a card in, but I never did find out how it came out.
Seventy, almost 74 percent said education ranked number one,

then the economy, then the environment, then crime, legal system,
health care.

As a Member of Congress, who knows where we put our money.
What happened to defense? Didn't that show up?

Mr. CALDWELL. Well, I think that is a debate that needs to be
taken up in Congress. I'm not well informed enough to comment on
the correlation between defense spending and education spending.

I think they both have importance.
Chairman WILLIAMS. We spend $30 billion on education, $300 bil-

lion on defense.
Mr. CALDWELL. Well, I would say that they are two separate

areas and both very important in their own right.
Chairman WILLIAMS. Yeah. I'm a little surprised that didn't

show up there. I kind of forget whether it was. Maybe you couldn't
pick it on the list. I forget what happened.

Mr. CALDWELL. I would suspect that they are looking at some
areas where we have more of a problem than--

Chairman WILLIAMS. Well, lately, when you put it on the list to
let Members of Congress pick, they go right to it every time.

Ms. Phelan, the fellow on your right, there, Mr. Caldwell, sug-
gested on behalf of the students that the lenders be required to
hold the loans they make and not sell them on to the secondary
market. What would the impact of that requirement be?

Ms. PHELAN. Well, I do recommend the secondary market in Ne-
braska, and although I've not been in financial aid for 10 years, I
dv know that before secondary markets were even in existence
there was an access problem for student loans.

When there was one place to get a guarantee, it just didn't work.
So you had to decentralize the guarantees to the current guarantee
agency system.
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And the laws for regulation were not changed. They still have a
set amount of loans that they can have in educational loans. And
once they are loaned up, they close shop on their student loans.

So, unfortunately, although it may seem confusing, how loans
are sold in the secondary market, it's vital. Which is why our com-
pany has taken the lead and we go in to schools, to colleges and
talk to graduating students about their options and repayments.

Make sure they understand all the players involved, including
secondary markets and guarantee agencies and provide all of the
information free of charge.

Chairman WILLIAMS. Thank you. Ms. Halvorson, on behalf of the
Association of Student Financial Aid Administrators in this State,
a State which has a good many middle income farm families in it,
you favor continuing to include assets in the needs analysis and I
would bet you that most farmers in this State would disagree with
you about that.

Ms. HALVORSON. That's quite possible. The stand that we took is
to be able to leave the professional judgement in the hands of the
financial aid officer and by doing that, when there is a crises on a
farm, for a foreclosure or in many other circumstances, the finan-
cial aid officer, through professional judgement, then, can total
assets out in the needs analysis.

So, in other words, instead of having equity from the farm it
would go back to a zero dollar amount that's figured in the analy-
sis.

Chairman WILLIAMS. Well, that would be a significant amount of
discretion to put in the hands of the various financial aid adminis-
trators and we have, I think, a rather patchwork quilt of adminis-
tration, varying from place to place.

And I think Congress would eventually receive great criticism
for allowing that to happen.

Ms. HALVORSON. If I might address that, in verbally polling the
State Association, what I have found to be throughout the State of
Nebraska is that the professional judgement guideline of all col-
leges in the State are very, very similar.

And it would not seem realistic that this could be, that you'd
beI was very pleased to see that whether students at a 4 year pri-
vate school or a private vocational school, that the State guidelines
were being used by the financial aid office to pull out the assets, ifI might use that term.

Chairman WILLIAMS. I'm not sure what this reference is to, but
you say, quoting, the student must have the free and final choice of
what institution they will attend. Funding should go to the student
for the choice to remain with the student.

Well, financial aid assistance does go to the student, and then
they decide what school to go to. That's how it works now.

MS. HALVORSON. That's correct. And if there would be more fund-
ing to institutions to go in to more technical assistance for satellite
programs and such, the institution that would be receiving those
funds would have the benefit of that and all students at. that one
particular institution would have the benefit, not a student--

For instance, if a student received the aid in the form of a grant
and no matter which institution they choose to go to, they would
receive the same dollar amount at any of those institutions.

1 1 6
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Chairman WILLIAMS. And then, finally, you mentioned your ob-
jection and the objection of your colleagues that financial aid offi-
cers are being turned in to police officers awl drug enforcement
agents and immigration officers.

I agree with you and I think your objection is right on the mark.
You know, the Congress and President's are understandably con-
cerned that, as you know from all the rhetoric you hear about
crime and increased use of drugs, and then over the past couple of
sessions of Congress we have put, I think, incorrectly, I voted
against doing it, but we have put increased responsibility with fi-
nancial aid officers to be sure that Federal financial assistance
isn't going to certain students in America that might have certain
practices.

I'd like to see financial aid officers all across this country just
object to being made drug enforcement officers by the Congress of
the United States, and by the way, fellows, I'd like to see students
across America object strenuously to a law that assumes that too
many or a great many students are drug users and that if they are,
they should be denied an opportunity for higher education.

In other words, once you use drugs, we're going to put you in a
cul-de-sac in America and close down your opportunities to ever get
a higher education.

That's what the law does now. And we enforce it through the fi-
nancial aid officer. I think it's a terrible mistake, but we do it in
the name of chest beating and getting tough on crime and getting
tough on these druggers.

WellMr. Barrett?
Mr. BARRETT. Thank you, Mr. Williams.
Counsel has reminded me that Mr. Goodling, a ranking member

on the Education and Labor Committee has introduced an articula-
tion bill and I guess this is directed to you, Bill, Mr. Hasemeyer.

It has two parts, as I understand it. I'm sure you're familiar with
it. It grants to second year students of their 4 year academic
career, 2 year partnerships to develop articulation agreements.

This involves scholarships, as I understand it, to second year stu-
dents who then go in to the third, fourth, whatever.

I assume that your association has approved or endorsed this. Is
this basicallyyou're in agreement with it?

Mr. HASEMEYER. Yes.
Mr. BARRETT!. Would this, then, help you attract more students to

your institution?
Mr. HASEMEYER. Right. See, one of the problems with the 2 year/

4 year was trying to transfer from a 2 year to a 4 year.
Now, that was, at one time, really difficult. Today that is not as

difficult as it used to be, and it's getting better in this State every
day and I think that with that, it would certainly help.

We would hope that, and I think we have seen, because of the
traditional, non-traditional, it gets to the point in some of our insti-
tutions where I'm not so sure that what we call our traditional stu-
dents are traditional students.

Mr. BAsscrr. Some may say that a non-traditional student from
a community college is from Mars.

Thank you. Bill. I'm particularly pleased with the testimony
from the two student regents here. This means a great deal to me.

.1 1 7
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The written testimony is excellent and your answers to the ques-tions earlier posed were, I think, excellent as well.I guess just an observation, Andy, you go to Nebraska breakfastin Washington, DC at 8 o'clock in the morning. Are you going tofeel it?
Mr. MASSEY. I don't think I'm going to make it, actually. I got aplane ticket early tomorrow. I couldn't get one tonight so I have togo early in the morning.
Mr. BARRETT. IS that right?
Mr. MASSEY. So I'm happy to go next week.
Mr. BARRETT. Is Congressman Bereuter aware of that?Mr. MASSEY. He's aware of that and has given me leave for thisweekend.
Mr. BARRETT. If he wasn't aware of it, he should have beenawara of it.
Thanks, Andy. Glad to have your testimony and I, too, appreciat-ed Bob's talking about the Chrysler Comoration poll.Although I did not return to the cam, and I appreciate his com-ments.
Ms. Phelan, I particularly appreciated your reference to simplici-ty and access. This haw come through loud and clear today. And itcame through loud and ciear on Saturday in Montana.There's no question about that's one of the major problems to beaddressed in the reauthorization.
You mentioned, also, the elimination of the homes and the farmsin terms of eligibility and in your position I think we might also beable to address the subject of the small businessman.We have talked repeatedly about the farms and the homes. Fm abusinessman. What about my business assets. I've had people talkto me about, "you're doing this for the fa mer. Nobody's doing any-thing for me, as a businessperson."
What about that?
MS. PHELAN. That was included in the written and verbal testi-mony, but I wanted to take all three out. Home, the farm and thebusiness.
Because that's what I see repeatedly in the audits, over the last 5years of helping families complete the applications, I can usuallyestimate their eligibility and often times it's the homes and busi-ness or the farm equity that makes them ineligible.But that doesn't always mean that that equity is available tohelp pay for college education. Should you sell the farm, shouldyou sell the business, to put your child through school. I think nut.Mr. BARREIT. All right. Thank you. Ms. Halvorson, would youagree with that?

MS. HALVORSON. I agree if there are circumstances for thoseassets to be pulled out and it should be all assets, not just one inparticular.
There again, I would stress that we might leave that up to eachlevel of the financial aid officer to accept the application and thenat that point, with documentation, delete those assets from theneeds analysis.
Mr. BARRETT. So you would approve of it, with conditions?MS. HALVORSON. That is correct, sir.

1 1 8
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Mr. BARRE/T. You mentioned in your testimony that you would
like additional flexibility in determining family income in your po-
sition as a financial aid officer.

Is there an inherent danger of too much flexibility. Might one
day a financial aid officer be liable for claims made by a student or
by an institutiun, it'd be a lot of responsibility. Additional responsi-
bility.,

MS. HALVORSON. I'd like to address this on two parts. The first
part being that the financial aid officer is very detailed. By de-

tailed I mean, with documentation and back ups, why we're doing
what we're doing and signed statements from the students and par-
ents, if a parent is involved, to back up why we're doing what we're
doing.

The other part being possibly too much flexibility in the finan-
cial aid office. May I say I think a perfect example to use as a prac-
tice would be when there was a period of time when Pell grants, it
was left up the fmanciai aid officer at that time to be able to use
professional judgement and you, in the statistics which I never did
seem to find, it was found that financial aid officers, the total
dollar amount was much, much less than the government ever an-
ticipated it to be.

And because I feel, it's only my own personal opinion, that the
financial aid officers, at least in our State, are a very conscientious
group and often may just be very detailed and very cautious, we
still are of the opinion that we are here to help the student or stu-
dents are our number one priority and education is a very strong
priority.

Mr. BARRETT. If it's not a particular problem here, and you're in-
timating it could be a problem elsewhere--

MB. HALVORSON. In the Pell program, when that flexibility was
there, it was not a problem.

Mr. BARRETT. It was not.
MS. HALVORSON. It was not.
Mr. BARRETT. And this doesn't pose a particular problem to you?
Ms. HALVORSON. I don't feel so.
Mr. BARRETT. With, perhaps, safeguards in it. Okay, thanks.

Thank you, Ms. Halvorson.
Chairman WILLIAMS. Thanks to each member of this panel. We

appreciate your being with us.
I ask the two members of our third and final panel this morning,

Doctor Smallfoot and Ms. Collin, if you'd come forward and be

seated.
Let the record show that the Congressman's daughter, Jane, has

come by. Now you know, see, this is the trouble with being in Con-
gress. Want to meet your daughter, you have to do it in the middle

of a hearing.
Doctor Robert Smallfoot, President of McCook Community Col-.

lege. Doctor, thanks for being with us.
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STATEMENT OF ROBERT G. SMALLFOOT, PRESIDENT, MCCOOK
COMMUNITY COLLEGE, MEMBER OF THE AACK

Mr. SMALLFOOT. Congressman Williams, Congressman Barrett,ladies and gentlemen, I represent McCook Community College, acollege of the Mid-Plains Community College Area.If that name sounds familiar I heard it from Doctor Hagemeyer.The Area has a population base of slightly less than 95,000 peoplein 18 counties that span from the Kansas border to the SouthDakota border and covers 20,000 plus square miles.McCook, a community of 8,000 people, serves seven counties insouthwest Nebraska. During the 1991 school year, MCC enrolled442 full-time students and slight more than 1,000 part-time stu-dents. We are truly a small rural community college.Thank you for asking me to testify on the reauthorization of theHigher Education Act. MCC and the community of McCook appre-ciate your attention to our concerns.
We believe that our students are different from urban students.Not better, just different.
Our students come from different social environments than dourban students, and those environments have different problems.Many claim that there is a crises in rural America. We believethat community colleges must be a part of the solution to thatcrises. A portion of the solution can be found in service to our stu-dents.
We serve students who have had fewer than ten graduates intheir high school graduating class. The largest high school in ourservice area had 116 graduates in May. Students from classes ofthat size see life differently than those from urban communities.What do they need from higher educatioe In many ways, theyneed the same things that all community college students need.They need access, low cost, quality learning experiences, to havetheir goals challenged and expended, and they need to be encour-aged.
But they also need to have their rural lifestyle affirmed. Theyneed to hear that there is value in rural communities and that it isOK to remain a part of rural America to earn a living, build fami-lies, and raise their children.
Their communities need them to invest in the future of ruralAmerica by their continued living in those communities in theirState.
I'd like to cut to the highlight of reauthorization, but I offer youon behalf of McCook Community College.
We recommend that the Federal Government take on part of thesupport and encouragement of those agencies seeking solutions tothe crises in America, in particular the crises in rural America.In regard to financial aid, I have just a couple of suggestions. Inaddition to continuing the Pell Grants and considering the increaseof Pell Grant amounts, MCC would go along with those grants.We also suggest that the Stafford Loan Program, in some way, beexpanded to middle income class families. Our suggestion was thatFederal equal employment contributions be allowed in the StaffordLoan Program.
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We recommend the funding for college work study be increased.
We urge that the Federal Government itself fund the mechanism
to promote access to higher education and I encourage cooperation
and coordination between institutions of higher education.

Rural community college education could be offered to urban stu-
dents to escape the stressful urban environment.

We believe there's a possible solution involving a combination of
student resources, family resources and State resources, Federal re-
sources and the private sector resources to make it work.

Small rural community colleges can be part of the solution.
We also recommend cooperation and coordination with the key

components of the Higher Education Act. We hope the masters of
rural higher education will be moved by it and we in the small
rural community colleges, we serve many masters.

Whether it's State government, Federal Government, local gov-
enunent. We hope that there'd be cooperation and coordination so
that we can all set about the needs of serving rural needs and
rural students.

Again, thank you for the opportunity to be with you today.
[The prepared statement of Robert G. Smallfoot followsl
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Mr. Chairman, I am Bob Smallfoot, president of McCook Community

College, a college of the Mid-Plains Community College Area, The Area has a

population base of slightly less than 95,000 people in 18 counties that span from

the Kansas border to the South Dakota border and cover 20,500 square miles.

McCook, a community of 8000 people, serves seven counties in southwest

Nebraska. During the 1990-91 school year, MCC enrolled 442 full-time students

and more than 1000 part-time students.

Thank-you for asking me to testify on the reauthorization of the Higher

Education Act. MCC and the community of McCook appreciate your attention to

our concerns. We believe that our students are different from urban students - not

better, just different! MCC's students come from different social environments

than do urban students, and those environments have different problems than those

found in urban communities. Many claim that there is a crisis in rural America.

We believe that community colleges must be a part of the solution to that crisis.

A portion of the solution can be found in service to our students.

We serve students who have had fewer than ten graduates in their high

1
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school graduating classes. These students see life differently than those from

urban communities. What do they need from higher education? In many

ways, they ne:1 the same things that all community college, students need. They

need access, they need low cost, they need quality learning experiences, they need

to have their goals challenged and expanded, and they need to be encouraged.

But, they also need to have their rural lifestyle affirmed. They need to hear that

there is value in rural communities and that it is OK to remain a part of rural

America to earn a living, build families, and raise their children. Their

communities need them to invest in the future of rural America by their continued

living in their communities and their state.

What does a rural community college have to offer? We live the rural

lifestyle. We share it with our students. Our communities value their colleges and

are, as one community college president has said, "suicidally loyal to the College."

We have strength of heart - from our students, to our faculty and staff, to our

Board, to the people that support us. While strength of heart is the American way

and will carry us through many a crisis, it will not always sustain the rural

community college. Just as our communities need citizens, we need students. It

is paradoxical, but we need an adequate number of students in order to justify the

cost of serving those students. Small increases in our student populations would

2
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change du: economy of scale from one of threat to one of opportunity. One of our

challenges is to find a sufficient number of students to justify the cost of serving

those students. Where do MCC's students come from?

Eighty percent of MCC's full-time students come to us immediately after

high school. Current projections are that the number of high school graduates in

our service area are to remain stable. With the number of our traditional students

remaining stable, the other twenty percent of MCC's enrollment will come from

full-time students and part-time non-traditional students. These students currently

comprise a high percentage of not only our student population but a relatively high

percentage of our total citizen base. Growth from outside our service/

support area appears to be our most likely possibility.

Our student population is not unlike that of most community colleges across

this great country. The average age approaches thirty years. Many of the students

are female heads of households. We serve the working "poor;" people who desire

to improve themselves, their lifestyle and the level of support that they can provide

for their families. Like most community colleges, MCC serves students who have

educational goals quite different from that of earning a degree. Some students

attend MCC to gain the knowledge and skills available from one class. Then, they

leave us until they need additional skills and knowledge. Other students have more

3
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complex learning needs which they meet through a combination of classes taken

in one semester or over a period of time, but still involve less than a degree

program, Community colleges meet learning needs, not necessarily their

commonly perceived need to grant degrees. Students living in our communities

I will enter and re-enter and re-enter colleges like MCC throughout the rest of their

lives. Community colleges are the institutions of higher education that meet the

needs of students, individually and collectively as community.

However, many of our students do come to us to begin their quest of a

degree. Degrees are sought in both vocational and academic areas. In both

instances, community colleges serve their students well. MCC and its sister

community colleges have a tradition of successful transfer of credits to four-year

colleges and universities. This tradition of success is essential as we serve as the

bridge from rural communities to the universities of our great land. Often times,

those universities are found in the urban centers of present society. The resulting

blend of lifestyles offers rural students the opportunity to assimilate the strengths

of both "cultures." Rural community colleges, like MCC, provide an essential

service to this group of students from rural America. We offer them quality

learning experiences while preparing them for the university experience. Our

track record speaks for itself. MCC's students transfer their credits to other

4
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institutions of higher education and succeed in their courses at those institutions.

Access has been a major concern of the Federal government as it has

considered its place in providing higher education to various parts of this country.

Financial aid is vitally important to students as they access McCook Community

College.

Before I continue with the general topic al financial aid, I must say that we

believe McCook Community College is unique because of the financial aid package

it is able to provide for its students. In addition to Pell Grants, Stafford Loans,

and College Work Study monies, we have tremendous private sector support for

MCC's financial aid program. In fall 1990, we were able to assist 92 percent of

our full-time students with at least one form of financial aid. The strength of the

financial support is magnified by the low cost of attending our College. The cost

of attending MCC for one year is presently estimated to be 4,730.00. This

figure includes tuition, fees, books, room and board. The magnitude of the

financial aid package coupled with the relatively low cost may affect one's

perceptions regarding Federal Financial Aid. In light of these figures, may I share

our suggestions regarding the Federal Financial Aid package.

The current formula takes into consideration family income. While this

might be more appropriate for the traditional than the non-traditional student, it is

5
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a necessary consideration. One change we would recommend in the formula is to

allow students to borrow, through the Stafford Loan program, an amount less than

or equal to the family contribution. We find that students, quite often "middle

class" students, do not have access to the amount determined as their family

contribution. We also believe that these students and their families would be an
excellent credit risk and would be more likely to pay-back their loan than many
of the current students borrowing under the Stafford Loan program.

Pell Grants provided 408,675.00 to 313 MCC students during the 1990-91

school year. This is greatly appreciated by and essential to the students who
received this support. With the interest regarding Stafford Loans and some of the
suggestions for improving that program, we ask if the Federal intent is to shift
support from the grants to the loans. Hopefully, this is not the case!

College Work Study funding is appreciated and heavily utitilized at McCook

Community College. If there is such a thing as a "double win," this aid can be
called a quadruple win. Students win twice when they receive College Work
Study monies. First, they receive assistance to pay for their college education.

Second, they earn their assistance. Not only do they earn their paycheck, they
experience all the positive values that come with a job, especially if that job is
designed to enhance their work ethic and encourage them to become a productive

6
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pari of whatever work place they might join in the future. The third winner with

Work Str Ady monies is the college employee who receives the labor of the student

employeA by ;he money. Small rum community colleges are long on heart but

short on staff. Student employees enhance the professional employee's value by

helping to keep their professional expertise focused on the crucial demands of their

position. The fourth winner with Work Study monies is the College which gains

the student worker and the assisted professional as a more efficient work force.

Thus, we recommeni that, because of the multiple win.; provided, College Work

Study funding be considered for an increase.

If the purpme of Federal Financial Aid is to maintain equity in access to

higher education, then please keep that foremost as decisions are made. Is there

a cooperative solution involving a combination of student resources, community

reSOUMS, state resources, Federal resources, and private sector resources which

will make it *work"? Let's find a system of investing in higher education that will

work and not give small rural community colleges an undeserved "bad name," as

has happened with Stafford Loans. Access is the issue ... small, rural community

colleges can be part of the solution!

McCook, Nebraska and its college, McCook Community College, would

like to be part of the solution to the challenges and crises that face the Federal
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government in funding higher education and the challenges and crises that face

rural America and its small colleges. We offer a pilot project which would

address the concerns mentioned in this testimony. We propose an "Exchange

Program" of sorts. We would like to offer rural community college education,

with all that it entails, to urban students capable of success in such an

environment. The opportunities to the students are obvious; the opportunities to

the community and College are equally obvious. However, as with any new

program, the obvious is only the tip of the iceberg. We would welcome the

opportunity to test the theory and discover the obscure.

In brief, we ask the Federal Government to develop a mechanism which

would promote access to higher education by encouraging cooperation and

coordination between institutions of higher education. Some community colleges,

like Miami Dade, are challenged by overcrowding. Some community colleges are

challenged by the economy of scale caused by small enrollments. These are

problems of over-access and under-access. Can we benefit our country by an

exchange of problems? Will urban students attend a small, rural college? Would

the Federal Government invest in such an experiment?

On a somewhat different note, what is the Federal role in higher educatiJn?

As I ponder this question, I think back over fifteen years of service to higher
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education, predominately community college experience and all of it service to

rural America. It seems that those of us in higher education serve many masters:

students, citizens, local governing boards, state legislators, and the Federal

government. Sometimes these masters place us in the awkward position of having

to serve two or more of them that have different goals or plans. I hope that

cooperation and coordination are key components of the Higher Education Act of

1991. I hope that we look toward unifying the "masters* of rural higher education

so that we can set about serving the needs of rural communities and ruralstudents.

I hope that we remember that Community Colleges are a part of higher

education; a part that happens to serve vocational interests and adult students, as

well as prepare students for academic transfer to other institutions of higher

education, the four-year colleges and universities. Community Colleges have a

strong tradition of providing three major areas of service. These are (I) academic

transfer, (2) vocational-technical training, and (3) community services. While I

am pleased to see an Office of Vocational and Adult Education and Community

Colleges proposed for the Department of Education, I hope that community

colleges are appropriately placed in that office. I would ask that the office be

named the Office of Community College, Vocational, and Adult Education. k

should include but not be limited to the three functions noted above:

9
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Mr. WHilAms. [presiding] Thank you.
Ms. Connie Collin, President of Spencer School of Business at

Grand Island. I came down in to Nebraska yesterday, we came
down through Grand Island, so we were fairly close to you and I
appreciate your coming over to be with us today.

STATEMENT OF CONNIE COLLIN, DIRECTOR, SPENCER SCHOOL
OF BUSINESS, REPRESENTING THE NEBRASKA COUNCIL OF
PRIVATE POSTSECONDARY CAREER SCHOOLS

Ms. COLLIN. Thank you very much. Representative Barrett, Rep-
resentative Williams, and members of the Subcommittee on Post-
secondary Education, good morning.

My name is Connie Collin, Director of Spencer School ofBusiness
in Grand Island, and past president of the Nebraska Council of Pri-
vate Postsecondary Career Schools.

I am speaking to you today on behalf of the Council as well as
the Association of Inoiependent Colleges and Schools, and National
Association of Trade and Technical Schools. I appreciate very much
having the opportunity to share the Council's views on such ad im-
portant matter.

Career schools in Nebraska offer a wide range of training oppor-
tunitirs. Careers in the areas of accounting, secretarial, medical
and dental assistants, computer programmers, paralegals, automo-
tive and electronics only scratch the surface of our offerings.

Nebraska's career colleges pride themselves in delivering the
highest quality of education possible.

Who are the students enrolled in our colleges. Seventy-five per-
cent of the students enrolled in career colleges are from rural Ne-
braska. Career colleges, as a group, personally visit every high
school across the State of Nebraska. 'That entails a total of over 360
high schools.

Homes are visited and regional open houses are scheduled to ac-
commodate the students and families of rural Nebraska.

Nebraska Career Colleges train a high percentage of students
who come from middle income families. Incomes that range from
$15,000 to $50,000.

This population represents students who either do not qualify for
Pell grants or who qualify for only a partial Pell Grant.

For example, of students attending Spencer School of Business
during the 1989-90 award year, only 30 percent, 36 percent of total
Pell recipients received full grants. Thirty percent of the students
were not even eligible for a Pell Grant.

Simply stated, the mAjority of the career college students in Ne-
braska rely on student loans as a means of financing their educa-
tion.

For the past 6 years the Nebraska Council of Private Postsecond-
ary Career Schools has sponsored a scholarship program. In 1991
$75,000 of full tuition remission scholarships were offered to pro-
spective students.

At the award ceremony, State Senator Ron Withem, Chairman of
the Education Committee, was the main speaker and presenter.
Senator Withem publicly applauded the program and the Career
Council for their sponsorship of the program and the significant

1 2
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role it's member schools play in fulfilling the educational needs of
Nebraskans.

Career schools have the ability to assist businesses in updating
their current work force to maintain a competitive edge and
remain abreast of the latest technologies. Specialized seminars and
individualized training workshops are quickly adapted to the spe-
cific needs of a particular business.

The training a student receives from a Nebraska career college
gives the graduate the opportunity to go back to their home town
community. Many choose to return to their home town and to keep
Nebraska talent m the State.

Career colleges have developed a solid reputation with employers
across the State. Among the major employers are Union Pacific,
Xerox, Immanuel Medical Center, Peter Mewitt and Sons, N. P.
Dodge, Mutual of Omaha, Conagra, Principal Financial Group, and
rural medical facilities.

Placement rates in the upper 90th percentile abound throughout
our institutions. Lifetime employment assistance services are avail-
able to graduates of Nebraska's proprietary colleges.

Nebraska Career Schools have built an outstanding relationship
with the State Legislature and State Department of Education.
Proprietary schools are the only postsecondary educational institu-
tions in Nebraska who are regulated by State statute.

Career schools have also maintained representation on Postsec-
ondary Coordinators Commissions and have been actively involved
in the restructuring of postsecondary education which is currently
happening in Nebraska.

Several career school presidents and directors are members of
the Advisory Council for Private Career Schools in the State.

The Council recently completed the formidable task of rewriting
State statutes. This process was not mandated. It was done to
insure that quality education will continue in Nebraska.

Stricter regulations were implemented to protect the students
and consumers of the State from the so called make a fast buck
type schools who may want to operate in debraska.

The legal counsel stated that that advisory counsel, at this point,
worked closely together and acknowledged their willingness to
scrutinize current law to the extent of making changes that would
impose tougher regulations on themselves.

In fact, Nebraska was the first State in the Nation to enact con-
sumer protection laws at the State level.

Career schools in Nebraska have a cumulative default rate of 15
percent. Although this rate is significantly lower than national
averages, the Private Postsecondary Career Council is working
hard to lower the default rate to 11 percent by July 1993.

Specialized retention programs and improved tracking after
graduation have been identified as two critical areas to further
lower the default rate.

I Would like to close by reiterating a few points emphasized by
Stephen Blair, President of NATIS, when he testified before your
subcommittee.

Private career colleges and schools are an important element in
the education of the American workforce. They provide the type of

I 2 3
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job specific technical education that American businesses demand
and our economy needs to; emain in the global marketplace.

We urge Congress to remember that Federal student aid pro-
grams must continue to foster the great diversity of opportunities
that our pluralistic system of postsecondary education offers today.

Many career specific educational programs do not require 1 year
of schooling, let alone 4. And many students simply cannot afford
to be out of the work force for a long period of time. It would be
counterproductive to make it more difficult for these students to
participate in the program that is truly the best for them.

For 25 years, the Higher Education Act has opened doors for op-
portunities for millions of Americans. The important decision you
make in the months ahead should ensure that those doors remain
open for the next generation of students and they should help build
the word class work force our economy needs to thrive in the 1990's
and beyond.

Thank you, and I invite you, if you are ever in the area of Grand
Island, or where there's a career college in Nebraska, to stop in.
We would love to have you as a guest.

[The prepared statement of Connie Collin follows:]

4
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liepresetative Barrett, Represeotati,. Williams and members of the

Subcommittee on Postsecondary Fcluration and Labor, Good Morning. My name

is Connie Collin. I am Director nt Spencer School of Business in Urand

Island and past president of the Nebraska Council of Private Postsecondary

Career Schools. I am speaking to you today on behalf of the Council as

well as the Association of Independent CollPges and Schools and National

Association of Trade and Technical Schools. Mos.1 of our member schools are

both state and nationally accredited. National accreditation falls under

the Jurisdiction cf either AICS or NATTS. A proposed merger will unite the

AICS and NATTS membership associations on August 1 under the proposed name,

Career College Association. I Appreciate very much having the opportunity

4o share the Council's views on such an Important matter.

First, let me express my thanks and gratitude to you for holdinn a

field hearing on the Higher Education Act in Nebraska. Our state has a

strong commitment to postsecondary education and we look forward to a

future that is equally strong in preparing individuals for solid.

productive careers.

Career schools in Nebraska offer a wide range of training

opportunities. Careers in the areas of accounting, secretarial, medical

and dental assistants, computer programmers, paralegals, automotive and

electronics only scratch thP surface of mil- offerings. Among the career

colleges in Nebraska are Universal Technical Institute, UatewaY

Electronics, Omaha College of Health Careers, Lincoln School of Commerce,

Nebraska Business College, and Spencer School of Business. Nebraska"

career colleges pride themselves in delivering the highest quality of

education possible. Please allow me to explain.

Who are the students enrolled in our colleyes7 Students are
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predominately from rural Nebraska. Seventy-five percent of students

enrolled in Career Colleges are from rural Nebraska. Career colleges as a

group personally visit every high schonl across the state of Nebraska--that

entails a total of over 360 high schools. Home visits and regional open

houses are scheduled to accommodate the students and families ot rural

Nebraska.

Nebraska Career Colleges train a high percentage of students who come

from middle Income families--incomes that range from $15,000 to $50,000.

This population represents students who either do not qualify for Pell

grants or who qualify for only a partial Pell grant. For example, of

students attending Spencer School of Business during the 1999-90 award

year, only 36% of total PPII recipients received full Pell grants. Thirty

percent of the students were not even eligible for a Pell grant. Simply

stated--the majority of career college students in Nebraska rely on student

loans as a means of financing their education.

Career schools throughout Nebraska have established a precedence of

-) giving something back to their communities. First, edutation is nur

business. We contribute to tax rolls through property, personal property,

and ..income tax.

For the past six years the Nebraska Council of Private Postsecondary

Career Schools has sponsoryd a scholarship program. In 1991, $75,000

of full tuition remission scholarships were offered to prospective

students. At the award ceremony, State Senator Ron Withem, chairman of the

Education Committee, was the main speakPr and presenter. Senator Withem

publicly applauded the program and the Career Council for their sponsorship

of the program and the significant role its member schools play in

fulfilling the e,,ucational need ,f Nebraskkas.
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Business-Educati... Partnerships
are prevalent throughout our

institutions. Career schools work closely with Nebraska businesses through

programs such as work experience, student
externships, insJitutional

placement services,
advisory councils and enhancing the available labor

force by providing students for part-time positions.

Career schools have the ability to assist businesses in updating their

current work force to maintain a competitive edge
and remain abreast of the

latest technology.
Specialized seminars and individualized training

workshops are quickly adapted to the specific needs of a particular

business.

The training a student received from a Nebraska career college gives

the graduate the
opportunity to go back into their hume town community.

Our graduates do not have to relocate to a large population center to

obtain employment.
Many choose to return to their home town which keeps

Nebraska talent in the state. Career colleges have developed a solid

reputation with employers across that state. Among the major employers are

Union Pacific, Xerox, Immanual Medical Center, Peter kiewitt & Sons, N. P.

Dodge, -.tual of Omaha, Conagra, Principal
Financial Group, and rural

medical facilities, too numerous to mention.
Placement rates in the upper

90 percentile abound
throughout our institutions. Lifetime employment

assistance services are available to graduates of Nebraska's proprietary

colleges.

Nebraska career schools clearly understand and appreciate the free

enterprise system. If we, as educators do not produce a quality product,

we won't have students coming in.

Nebraska Career Schools have built an outstanding
relationship with the

State Legislature and State Department of Education. Proprietary school
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are the only postsecondary educational
institutions in Nebraska who are

regulated by state statute. Career schOols have also maintained

representation-on the Postsecondary
Coordinators Commission and have been

actively involved in the restructuring of postsecondary education which ts

currently happening in Nebraska.
Several career school presidents and

directors are ember of the Advisory Council for Private Career Schools in

Nebraska. This Council works closely with Mr. leke Udofia and niher state

officials. The Council recently completed the formidable task of rewriting

state statues. This process was not mandated. It was done to insure that

quality education will continue in Nebraska. Stricter regulations were

implemented to protect the students and consumers of the State from thy

so-called "make a fast-buck" type schools who may want to operate in

Nebraska. The legal counsel to the state publicly commended the Advisory

Council at a heartng before
the State Board of Education stating that he

"had never had the privilege of working with such a committed group who

take their positions seriously." He further stated that the Advisory

Council had displayed the ability to work closely together and their

willingness to scrutinize current law to the extent of making changes that

would impose tougher regulations on themselves. In fact, Nebraska was the

first state in the nation to enact the consumer protection laws at the

state level.

Career schools in Nebraska
have a cumulative default rate of 15

percent. Although this rate is
significantly lower than national averages.

the Private Postsecondary
Career Council is working hard to lower the

default rate to 11 percent by July, 1993. Specialized retention program

and improved tracking after graduation have been identified as two critical

areas to further lower the default rate. In fact, a Nebraska school,



135

Universal Technical Institute has developed a default prevention program

which has received national recognition as being onP of the most assertive

in the country.

(-..Nebraska's proprietary sector does not settle for the status guo;

we're refreshingly different. We work closely together. Default rates are

far bilow the national average. We have developed an outstanding working

\

relatiship with state government. We take our responsibility to maintain

quality education throughout the state of Nebraska seriously.

I would like to close by reiterating a few points emphasized by Stephen

Blair, President of WATTS when he testified before your subcommittee.

("--We believe the changes Congress makes in the financial aid program must
s\ .,

reitognize the vital role financial aid plays in determining the quality of

IIt e nation's workforce. Congress should also recognize the impact they

ill haT! on giving millions of Americans the chance to achieve thv

American dream.

Private career colleges and schools are an important element in the
....---

education of the American workforce. They provide the type of

job-specific, technical education that American businesses demand and our

economy needs to remain in the global marketplace.

We urge Congress to remember that federal student aid programs must

continue to foster the great diversity of opportunities that our

pluralistic system of postsecondary education offers today. Many

career-specific educational programs do not require one year of schooling,

let alone four. And many students simply cannot afford to be out of the

workforce for a long period of time. tt would be counterproductive to make

it more difficult for these students to participate in the program that is

truly the best for them.
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For 25 years, the Higher Fdocation Act has opened doors for

opportunitiec for millions of Americans. rhe Important decision you make

in the onths ahead should ensure that those doors remain open for the next

generation of students. And they should help build the world-class

workforce our economy needs to thrive in the 1990s and beyond.

Thank you.
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Chairman WILLIAMS. [presiding] Thank you.
Doctor Smal lfoot, in your testimony you encouraged the Federal

Government and Congress to continue to promote access to higher
education by encouraging, in your words, cooperation and coordina-
tion, between the institutions of higher education.

That's good advice. Under Chairman Bill Ford we have been
taking it, in the last Congress we passed, as you know, the Tech
Prep program and Doctor Hasemeyer mentioned it in his testimo-
ny.

Do you have any specific recommendations in mind as legisla-
tion, do you know about, to further encourage this type of coordina-
tion or cooperation? Anything specific that you would suggest?

I think Tech Prep, that program went a long way. Are there any
other things?

Mr. SMALLFOOT. We're working to implement and establish Tech
Prep locations at our vocational campus in North Platte is working
in a Tech Prep program.

Our campus is predominately academic transfers to service pro-
grams and were working what we're calling two plus two, working
with local high schools and establishing fiber optics courses, etce-
tera.

Chairman WILLIAMS. Ms. Collin, the Congress, as you know, has
recognized now for a long time the fact that it will take all kinds of
education institutions, including proprietary trade schools, if you
will, in order to satisfy all of the needs of United States and its stu-
dents.

And following advice from such people as Ms. Halvorson, our
witness on our last panel, we provide the money directly to the stu-
dents and then we let them choose which schools they'll go to.

And some of them will choose to go to Harvard, some of them
will choose to go to the Spencer School of Business, some of them
will choose to go to McCook.

And that's probably how I'd be. Now, what we discovered, as
your industry knows, and has faced very frankly, what we've dis-
covered over the past number of years is that because we moved
away from giving low income students grants, rather made them
take out loans, we found that so many of those students chose to
spend that money in the proprietary sector at trade schools that
the default rate of students attendling trade schools was much
greater than the default rate of students attending any of the other
institutions of postsecondary education.

And the Congress, I hope folks know this, the Congress moved in
the last two Congresses, the last 4 years, moved dramatically, and I
think with great success to stem the hemorrhaging caused by de-
faults.

We have in this committee, saved, dnring the past two Congress-
es, for a multi-year period, 3 or 4 years, we've saved $2 billion, we
estimate, and that may be a low estimate, is default costs, and the
proprietary sector has helped us a great deal in trying to achieve
that. So I want note that for the record.

Five million students in America get approximately $12 billion
in loans now.

142
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You understand how it works, the loans don't come from the
Federal Government, only the guarantee comes from the Federal
Government.

So, of course, a higher percentage of the Federal Government's
cost is going to be in paying off defaulted loans. Because that's the
business we're in. We guarantee the loans. The ones that don't get
paid off, we pay off.

We don't loan the money. The private sector loans the money.
We just guarantee the loan.

Now, this year we'll spend about $6 billion in Federal funds in
administering loans, paying to support the system, providing the
allowances for the cost that the financial institutions .ncur and
guaranteeing the loans. We'll spend about $6 billion.

krid FS Qmgressman Barrett has pointed out, about two point
seven )tillion of that will be just to pay off the whole history of de-
fault :.osts, through all the years.

Now, $2.7 billion out of a $6 billion cost sounds like a lot of
money and, it sounds like a high percentage of it. But that $2.7 bil-
lion is the entire cost of all defaults throughout the history of the
program.

We just show it each year as part of the percentage of our full
cost.

Because of the efforts that this subcommittee has made in trying
to ratcht; down the criteria for receiving loans about, I think
before we're done, about seven hundred schools in the proprietary
sector are going to find themselves right on the cusp of bankruptcy
or will have closed down.

Now, unfortunately, there are some good schools that are going
under, but in this time of high deficit and difficulty in defining dol-
lars to appropriate for education we felt it was necessary and the
taxpayers demanded that the Congress tighten up the criteria for
getting student aid.

It isn't just, we should note, the proprietary sector that has
found that their students have less access to school. Both private
and public educators have found that because of the very strict
changes the Congress has made over the past 48 months that
access to student loans has been significantly reduced, particularly
for low income students or students who did not graduate from
high school before they tried to get a loan.

And when I was talking with our two students earlier and men-
tioning to them that America had a choice as to whether postsec-
ondary education going to be exclusive or is it going to be inclusive.

Well, the Congress in the last few years has said it's going to be
more and more exclusive for certain students. Those are low
income, high risk students.

I'm not sure that's the direction America ought to be going. We
really ought to examine that among ourselves, but it is the direc-
tion in this time of great deficit and disagreement with taxes that,
in regard to where the taxpayer seems to want to go, at least for a
while.

I commend people in community colleges and the trade school
sector for bearing with us as we, as we have, I hope you under-
stand that somewhat strict in limiting access to loans for the very
students that come to your schools.
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Mr. Barrett?
Mr. BARRETT. Thank you, Mr. Chairman.
Doctor Smallfoot, your testimony on page eight, and I was in-

trigued by, I thought what might be considered a very innovative
idea.

You proposed an exchange program, You'd like all urban stu-
dents to attend a rural community college to better understand the
quality of education at rural schools.

It seems to me that this is an excellent outreach idea. Perhaps
something that'll exposed for the advantages of living in rural
areas, but I'm sure that you're aware, particularly that ay. Yedera't
Government does not involve itself in exchange programs of thi3
kind except perhaps at the secondary level.

Are you suggesting that here, perhaps, something that we ought
to consider in terms of new bureau, agency, or whatever?

Mr. Shi Ammar. I don't think the suggestion was at that level at
this point. The suggestion made it's way in here just visiting as a
result of testimony today.

Some of the coffee shop work at McCook, how ideas get started
that way. I don't believe we suggested anything for you other than
an idea suggesting, if the idea has merit, the treatment of the idea
in to verbal encouragement funding encouragement.

Take it and be aware of the idea.
Mr. BARRETT. Has you're trade association gone so far as to dis-

cuss this yet as an idea?
Okay, it's interesting. Thank you. Ms. Collins, what's the job

placement rate now at your school?
MS. COLLINS. The last calendar year, we had 97 percent. And

that, in our placement rates, the counsel for those students that
are placed in a position.

Mr. BARRETT. Okay, thank you. You mentioned in your testimo-
ny that career schools in Nebraska have recommended some
changes in Nebraska consumer protection laws. I saw somewhere
here in your testimony.

Could you embellish that just a bit?
MS. COLLINS. About cost estimates, it took approximately 6

months, it was completed last December.
That simply added more guidelines as far as ranking schools,

schools coining in as opening up new educational opportunities,
about 1,500 group found as a real need in our statutes.

Mr. BARRETT. What is the disposition of the recommendation
now?

MS. COLLINS. It is law.
Mr. BARRETT. It is law?
Ms. COLLINS. Yes.
Mr. BARRETT. Okay. Thank you very much.
Mr. Chairman, Thank you.
Chairman WILLIAMS. Congressman Barrett is the only speaker

I've ever met from a unicameral legislature. Of course you'N/e got
the only one around here.

How's it work? All right? Satisfied? We're wondering about it in
Montana.

Well, Bill, you were right. You invited a group of a dozen experts
and the testimony here extended is as helpful, pointed, specific,
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with good recommendation, as any I've heard and I served two
Congresses as Chairman of this subcommittee and have led many
hearings.

This is, this is as good and the testimony as good as any I've been
at, so you were good to your word and you had experts here.

Mr. BARRETT. Thank you, and may I ask you to yield for a
moment?

Chairman WILLIAMS. Yes.
Mr. BARRETT. We have some additional testimony submitted to

the subcommittee by Doctor Larry Schultz, Acting Director of Ne-
braska State College Association.

Chairman WILLIAMS. Okay. That'll be placed in the record, and I
will leave the hearing record open at your Congressman's request,
for 1 month from today.

If there are other Nebraskans, and we may sneak some testimo-
ny in from Montana there as well, if there are other Nebraskans
who would like to include, any one here, who would like to make
an additional point, would you please send your testimony to the
Subcommittee on Postsecondary Education in Washington, DC;
we'd be more than happy to include it in the printed record.

And so without objection, we'll leave the hearing record open for
1 month from today.

I'm delighted to have been with you here, Bill. It's an excellent
hearing. Thank you so much for inviting me.

Mr. BARRETT. Thank you. We are, again, delighted to have you
here, Pat, and may I say in conclusion, at least for my part, I be-
lieve that this hearing was far more successful than the last sub-
committee hearing held in the great State of Nebraska, which was
approximately 2 years ago, as I recall.

The Interior Committee came out to Nebraska to talk about the
Niobrara River. As far as I am concerned, this is a far more suc-
cessful hearing.

Thank you again for coming, Mr. Chairman.
Chairman WILLIAMS. Two things we hear a lot about from Ne-

braska is Niobrara River and "go big red."
Well, this hcaring is adjourned.
[Whereupon, the subcommittee was adjourned.]
[Additional material submitted for ti ^ord follows.]
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Testimony Submitted to the
Postsecondary Education Subcommittee of the Education and Labor Committee

Hearing date July 15, 1991, Kearney, Nebraskm
The Nebraska State College System, Dr. Larry Schultz, Acting Director

The Nebraska State College System, consisting of Chadron Stale College, Peru State College and
Wayne State College, is governed by a Board of Trustees and administered from a System Office
located in the State Capitol in Lincoln, Nebraska. The following arc System Office recommendations
regarding reauthorization of the Higher Education Act of 1965.

Title I (Programs for Nontraditional Students): We recommend combining unfunded authorities of
Titles 1 and XI to create a new program for outreach, community service and continuing education.
Part B, Partnerships for Continuing Higher Education, would authorizetrants to support programs to
serve the continuing education needs of adult learners. Currently, 44 percent of all students in
Nebraska State Colleges are nontraditional students, many are place bound. The State Colleges
currently offer 350 off-campus courses at 100 different sites to serve more than 4,200 Nebraska
students. As in other states, public funding for the Colleges has declined. Additional sources of
revenue must bc identified if these students will continue to bre served.

Title II (Academic Libraries and Information Technology): The Nebraska State Colleges have just
begun the second year of a three-year library automation project through MIDNET, a node on
Internet. We would support AASCU's recommendation to change the Title to "Academic Libraries in
au Electronic Networked Environment." The availability of grant money for linking needy institutions
to library resource sharing networks is crucial. We also support their recommendation to emphasize
projects related to Internet/NREN.

Title III (Institutional Md): Title III is the only federal aid program that provides direct assistance for
academic and financial development to institutions serving large proportions of disadvantaged students.
Many students at Nebraska's State Colleges are first generation college students; 25 percent are from
poverty level families. Wayne State College, in particular, is surrounded by the nine poorest counties in
tgebraska.

The Nebraska State College System urges reauthorization of Title Ill at increased funding levels, with
the following specific recommendations:

a. Part A identifies a setaside for community colleges. Dr. William Harvey, President of Hampton
(VA) University, offered testimony to the. subcommittee earlier this year that explains the situation
succinctly: 'When the program was first established, 76 percent of funds were reserved for
baccalaureate degree-granting institutions. In 1980 this was changed to a 24 percent floor for
community colleges, but their participation expanded rapidly and by the mid-1980s they received 78
percent of Part A funding. In 1986 their setaside was changed to a fixed amount of $51.4 million,
representing their current level of funding. When appropriations for the program were reduced in FY
88, their level of funding was protected, but four.year institutions received no new grants and had their
continuing grants reduced by 40 percent. Community colleges still receive about 75 percent of Part A
funds."

We urge you to increase fundut3 to the. extent that four-year institutions arc funded at a more equitable
level. Nebraska's State Colleges are heavily dependent on state aid and tuition revenue and have no
recourse to any other federal grant funds.

b. Part C Endowment Challenge Grants currently provide about 20 matching grants annually to
institutions to establish or increase their endowments, and help protect the fiscal stability of small,
underfunded institutions such as the State Colleges (fall enrollment figures for Nebraska State
Colleges: Chadron State College, 3,228 studentsi Peru State College, 1,620 students; Wayne State
College 3,627 students). We would sueport increasing general Part C authoriution from $20 million to
$15 million, reducing the waitout period from 10 to live years to provide additional opportunities for
institutions to seek matching grants, and the premise that grants should be capped relative to the size
of the appropriation to prevent the entire appropriation from being consumed by grants to only a few
institutions.

Finally, we would concur with AASCU's recommendation that would allow institutions receiving Part A
or B grants to participate in multiple cooperative agreements, with the option that grants could be
awarded directly to formal consortia.

1
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Title IV (Student Assistance): We support AASCU's recommendation to establish a $4,500 Pell Grant
maximum, adjusted annually based on the Consumer Price Index. Again, this relates directly to the
income levels of the families of students at Nebraska State Colleges, the number of nontraditional
students and the number of first generation college students. Avoiding heavy college loans, especially
in the firm two years, contributes to keeping those students in school and focused on their academic
COWL 1 study. AASCU has .proposed a landing formula that we support, especially as it relates to
low-in,..nne Pell recipients. Eligibility would be expanded to families with incomes up to $44,000 (this
compares to a $25,000 family income in 1979, adjusted for inflation), to increase the participation of
working-class families and to students attending four-year colleges.

Campus-based programs such as SEOG, SWS and Perkins L.oans would be continued and expanded.
Institutions doing a better job of retaining students and encouraging them to complete their programs
would receive a larger allocation of funding.

The State Colleges are committed to helping students succeed. All have peer-supported tutorial
programs, and the small classrooms and teaching-oriented philosophy encourage one-on-one dialogue.
The State Colleges are positioned to benefit from this modification.

Title V Teacher Recruitment, Retention and Development: AASCU has recommended simplification
of the program into three parts: recruitment of minorities into teaching, especially mid-career
minorities; establishment of a program of partnerships between colleges and schools to promote the
restroctuling of elementary/secondary education and collegiate-based teacher preparation; and
provision of profemional growth activities for K-12 teachers, administrators and higher education
faculty engaged in teacher training. The Nebra.ska State College System supports these modifications,
as we believe they will help insure the preparedness of high school students for the college experii. nce.

Title VH Academic Facilities: The Nebraska's State College System supports increased funding for
Title VII projects, as well as expansion of projects eligible for funding and the simplification of
allocation. State support for capital construction has diminished at the same time enrollments are
increasing. Wayne State College hasn't built new classroom space in 20 years, for example, but during
that time enrollment has nearly doubled. Chadron State's enrollment is up 43 percent since 1986 and
27 percent in the last two years. Peru State had 962 students in 1985 compared to 1,620 today. The
campus is in dire need of expanded library space, but state funds are not available to provide it.

Title IX (Graduate Programs): All three State Colleges offer some graduate degrees; the MBA will
be available this fall at Chadron State College and Wayne State College. We support fund allocation to
enhance the quality and diversity of college faculty and to expand graduate opportunities for
underrepresented groups through grants and fellowships.

Thank you for your consideration of this testimony.

I. 3 7
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TESTLMONY ON COOPERATIVE EDUCATION

Congressman Barrett, My name is Dr. Dale Zikmund. I am a professor of

Vocational Education at the University of Nebraska at Kearney. It is a real

privilege for me to be able to address this committee regarding reauthorization of

the Higher Education Act. My comments will deal specifically with Title VIII,

Cooperative Education.

Cooperative education is a process of educational methodology to prepare

individuals for employment by combining occupational and academic instruction

which is then applied at actual work sites. The instructional plan provides for

specific skills, knowledge and attitudes to be attained in the classroom that can be

applied and refined in an actual work experienee. There is a high degree of

interaction, coordination and correlation between academic instruction and work

site experiences. Cooperative education is organized to assist in achieving an

individual's career goals and provide immediate application and continuous

feedback between student, teacher-coordinator and employer. The program gives

students an opportunity to acquire career experience and enhance personal growth

while, in many cases, helping defray college expenses. Each year thousands of

employers in business, industry, and government cooperate with higher education

institutions to provide training experiences that meet student's career goals and

contribute to their future employability.

1
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Nebraska has two institution-wide cooperative education programs partially

funded under Title VIII of the Higher Education Act. Those two programs are

located at Peru State College and Central Community College with campuses at

Columbus, Grand Island, and Hastings. In just a short time-span, these two

institutions have served over 200 students. These students have grossed more

than $478,000 in wages and returned a substantial amaunt in the form of taxes to

the State and Federal treasuries. One of the best success indicators of any

cooperative education program is the placement rate of graduates in occupations

relevant to their career choice. These two programs have placement rates of 85%

and 72% respectively.

Cooperative education is based on the premise that students learn most effectively

by doing and this is especially true when they are engaged in direct, purposeful

experiences. Another philosophical premise of cooperative education is that the

value of direct purposeful experiences are enhanced when opportunities are

provided for reflection and interpretation. Tune is provided to reflect on the

experiences, to interpret their value, their meaning, and to develop higher order

thinking skills.

There are numerous benefits to all those involved in cooperative education.

Employers receive many direct and indirect benefits from hiring cooperative

education students. They receive an employee that has been pre-screened,

2
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assessed, counseled, and given basic skills training before being hired. A trained

teacher/internship-coordinator from the educational institution is available for

supportive services to sustain an effective cooperative relationship between the

student, the employer, and the educational institution. Entering into this joint

educational venture helps reduce employee turnover which can contribute to a

more accountable and performance driven business operation. And, through

hiring a cooperative education student, employers have direct involvement into the

educational process of an individual and the institution so that each contributes to

a more highly trained employee for today's labor market.

Student benefits are more generally related to the application of academic theory

with practical applied technological concepts. These increase thl educational

motivatim from an applied standpoint and produce a stronger desire to learn.

Students dev,elop a greater understanding of the employer-employee relationship

by utilizing the adult-oriented, working community as a laboratory for learning

while developing better human relation skills. For the inexperiei.ced student,

cooperative education contributes to accelerated maturation, development of a

positive self-concept, sense of responsibility and the ability to make intelligent

judgements. As a result of the participation in cooperative education, students

make useful employment contacts for the future, gain L:st-hand occupational

information to validate their interest and test their abilities in connection with

real jobs, and harm ,lly gain a healthy attitude toward discovering their strengths

I 5 1
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and weaknesses for real application in the world of work. Also important to the

student is the compensation 0-rough regular income, and benefits for such things

as financial aid, health insurance, workers compensation, and income for family or

future educational expenses. Most students hold cooperative education in high

regard because of the plavament rate or higher salary and positions which may

result from a successful experience. Students also receive academic credit for

successful participation in cooperative education.

Educational institutions also benefit from participating in cooperative education.

Today, it is difficult for schools to keep up with changing technology because of the

high cost of equipment. However, through cooperative education, students get the

opportunity to train on state of the art equipment and in modern facilities.

Once involved in cooperative education, employors actually become adjunct

instructors for the educational institution in a setting more relevant and conducive

to the students. Even though employers have a substantial investment in time

and dollars in the training, they are offered some incentives as a result of

participating. One is the opportunity to retain an enthusiastic worker trained by

the company to do the things the way they want them done. Even though there is

no obligation by an employer to employ a student upon completion of their

cooperative education internship.

4
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IContinued federal support for cooperative education throughTitle VIII funds is

needed. First, some students may need to participate to earn money to stay in

school. We all know there has been a reduction in available financial aid. Second,

institutions of higher education are struggling with budget reductions. This is

true in Nebraska as well in most other states. Third, funding under the Carl D.

Perkins Vocational and Applied Technology Education Act has changed affecting

higher education institutions. Since some cooperative education programs are

housed in vocational education departments or centers, this could result in a

serious reduction of programs available to students.

Currently, 85% of the Federal funds available under Title VIII support

implementation of new cooperative education programs and the remaining 15% of

the funds are used for resource and training centers, research, and innovation

activities. All of which needs to be retained.

The U.S. Department of Education's reauthorization prornsal of 17 million dollars

is not enough. Title VIII funding for Cooperative Education needs to be 45 million

dollars to allow for five years of administrative funding to institutions plus five

years of formulc funding not to exceed 25% of the total program budget.

Even though Cooperative Education has been highly successful at the

postsecondary level, there are certain quality indicators that would make good
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programs excellent. These quality indicators include: advisory councils, transition

and articulation (2+2) of secondary cooperative education students and programs

with postsecondary programs; and apprenticeship credit for cooperative education

experience. Another extremely important factor national data collection for all

levels of cooperative education. The data could be provided to congress to show

not only the status of cooperative education, but report the return on the

investment of federal funds. I would like to briefly expand on these quality

indicators. First, an advisory council should be appointed by the local governing

board for the purpose of providing counsel, direction, and assistance to the

cooperative education program. The council should meet a minimum of two times

annually, record minutes, and prepare an annual report to the local governing

board on the accountability of the cooperative education program. Council

members must include representatives from business and industry, public

agencies, students, and individuals of special populations. Both sexes and

minorities must be represented as well. Ex-officio members should include

teachers and administrators.

Secondly, articulation is a planned process linking two or more educational

systems to help students make a smooth transition from one level or program to

another without experiencing delays or duplication of learning. It is critical that

the reauthorization of Title VIII require articulation agreements between

secondary and postsecondary cooperative education programs. This process will

6
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help students save time, and money without loss of academic credit.

Apprenticeship programs administered by the U.S. Department of Labor, Bureau

of Apprenticeship and Training, and Cooperative Education administered by

educational institutions have the same goals, that of ultimately preparing people

for employment. Each has its own identity, objectives, and methodology. Linking

these two programs would offer students an opportunity to begin apprenticeship

prior to graduation resulting in a direct transition from education to employment.

The reauthorization should encourage interagency agreements between higher

education institutions and those responsible for apprenticeship at the state and/or

local level.

A nationally coordinated data gathering system is needed to report the

effectiveness and economic benefits of cooperative education. Policymakers need

concrete facts on the contributions of cooperative education to economic

development and a trained labor force. This can only be accomplished with

legislation which encourages state leadership and provides financial support. I

would encourage you to consider including a national data gathering process into

the reauthorization of Title VIII of the Higher Education Act.

Please include Title VIII in the reauthorization of the Higher Education Act with

the suggested amendments.
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And finally, I strongly encourage you and your committee to include Title VU in

the reauthorization of the Higher Education Act. Further, I hope that you will

give consideration to the suggestions I have made. Thank you for your time and I

would be glad to answer any questions you might have.

Testimony Presented by:

Dr, Dale G. Zikmund, Professor
Center for Vocational-Technical Education

College of Business and Technology
University of Nebraska - Kearney
Kearney, NE 68849
(308) 234-8468
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