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In'August of 1994, The Education Resources Institute (TERI) commissioned
The Institute for Higher Education Policy to conduct a study of the current
state of student financial aid 1n America. The study was commissioned to
coir.cide with the celebration of TERI's 10th anniversary in June of 1995. As
we look back on this past decade, it is apparent that it has been an eventful
one in national student aid policy. The period from 1985 to 1995 has seen
two reauthorizations of the Higher Education Act, the legislation that defines
the federal government's role in student aid. These reauthorizations have
included significant changes to established programs and the creation of
new programs to continue providing access to higher education.

Over this decade, higher education itself also has changed; fewer students
are graduating in four years, and the traditional student cohort is being ri-
valed by the growing non-traditional student population. As the next reau-
thorization approaches, it is likely that access will continue to be the primary
goal of the student aid system, but increased attention will be focused on
what is happening to students once they enroll in college. From a policy

perspective, the main question will be: how can student aid promote student
success?

The issue of student success is the central theme of this study. How have
the goals and purposes of student aid changed to include standards of stu-
dent success? What does scholarly research show about the overall impact
of student aid on student success? How can policies be redesigned to
better meet the goals of both access and success? After an extensive re-
view of persistence and student aid policy research, The Institute has sought,
through a number of policy proposals, to stimulate dialogue on the nature
and goals of federal student assistance. We hope that this dialogue will lead
to new insights and consensus on federal aid policy as Congress again
begins the process of reauthorizing the Higher Education Act.

The Institute would like to express its appreciation to all who contributed to
this project, including consultants Jeneva Stone and Gil Kiinic, as well as the
members of the higher education community who provided feadback on the
literature review. We would particularly like to acknowledge the efforts of
TERI staff who, under the direction of TERI President Ted Freeman and
TERI Services, Inc. President Tom Parker, provided invaluable guidance
and feedback. Senior Vice Presidents Ann Coles and Ellen Lucchesi were
instrumental in ensuring the success of this project as a whole.

The policies and programs presented in this report do not necessarily repre-
sent the views of TERI or TERI Services, Inc. Responsibility for the content
and viewpoints expressed in this report rests solely with The Institute.

Aruitoxt provided by Eic:
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The importance of investing in higher education has never been more ap-
parent. Research and public opinion polls show that those who have at-
tended college have significantly higher incomes than high school gradu-
ates and have more fulfilling, productive lives. These benefits accrue both
to individuals and to society broadly in the form of an effective and competi-
tive workforce and a well-informed citizenry that participates in our demo-
cratic institutions.

Historically, increasing educational opportunities for all interested and abie
Americans has been the driving principle behind federal student aid policy.
Access to higher education has been afforded through the creation of such
programs as the Pell Grant program, guaranteed student loan programs,
and campus-based aid programs. In 1994, these programs provided over
$30 billion in support of student participation in posisecondary education.

Efforts to improve access have been instrumental in increasing the number
of students enrolled in higher education but not the number successfully
completing a college degree. Over the past 30 years, while more and more
studants have entered postsecondary institutions, the percentage of stu-
dents who leave school with a degree has actually decreased. Today, al-
most one-half of all students who enter college never receive a degree.
With fewer students successfully completing their educations, the focus of
policy--driven mainly by increasing budgetary pressures--has shifted from
access to student success.

Criticisms of federal aid programs, ranging from high student loan defauit
rates to low graduation and completion rates for aid recipients, suggest that
federal student assistance has failed to provide opportunities that promote
the successful completion of college. In response, a broad array of attempts

to improve the accountabiity of federal student aid programs has been pro-
posed.

Many of the current policies that purport to improve accountability use the
threat of loss of student aid eligibility as the “stick” to enforce compliance by
colleges and universities. These policies include student loan default rate
cut-offs, required reporting of graduation rates and other data, and adher-
ence to certain financial, administrative, and other standards developed by
states. Students at institutions that fail to meet these standards are denied
access to student aid funds. Recently proposed policies would have an
even more dramatic impact on student access and success: eliminating aid
for students who have low grades, who are enrolled in remedial courses or
programs, or who are not enrolled full-time, to name but a few of the dis-
cussed options.
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The flaw in many of the current and proposed efforts to improve accountabil-

ity is that they are punitive in nature and reduce access to postsecondary
education, rather than focus on strategies that provide incentives for suc-
cess. Instead of pursuing negative strategies--creating thresholds and bar-
riers that will only serve to limit access--the nation must take a more pro-
active approach that seeks to positively encourage students to succeed and
allows institutions that serve students well to continue doing so.

Prior research has shown that many factors positively influence student suc-
cess. In defining success we are especially compelled by factors that pro-
mote student “persistence,” meaning continuous enrollment in a postsec-
ondary institution through the completion of a degree or other educational or
career goal. In addition to financial assistance--especially grant aid--persis-
tence also has been closely equated with socio-economic status, pre-col-
lege academic preparation, college academic performance, and social inte-
gration on campus. Programs ranging from “early intervention” efforts that
target at-risk youth at the elementary and junior high schooi levels with a
combination of academic support, mentoring, and counseling, to collegiate
programs that offer tutoring and social guidance, have proven to be particu-
larly effective. These factors all must be taken into account in fashioning a
new strategy for using student ad to positively influence student success.

in developing this strategy, the nation must adhere to several core principles
to guide the development of national policy in the near- and long-term. These
include:

n Student success in college must be viewed as part of a continuum
that begins at the elementary school level anc progresses *rough
the achievement of a postsecondary degree or other educational
or career goal.

| Students and families should be able to rely on reasonable and
stable levels of support from the federal government to help pay for
college.

| Governmental policies should promote greater awareness for stu-

dents and families regarding their responsibilities for paying for col-
lege and the availability of financial assistance.

| | Student aid should be viewed as one of a combination of essential

strategies that must be pursued to ensure student success in post-
secondary education.

| Non-governmental entities must play a central role in promoting
student success at all intervals along the education continuum.

1y



[ | Simplicity should be promoted in the processes of determining stu-
dent eligibility and delivering aid.

[ ] Oversight of student aid programs must strike a balance between
student needs for consumer information and governmental needs
for monitoring the capacity of institutions to administer taxpayer re-
sources.

To meet these goals, several policy strategies should be pursued at the
federal level. Together, these strategies can significantly strengthen and
expand the federal government’s efforts to promote student success. At the
same time, these policies can be implemented without resorting to the kinds
of access-inhibiting, negatively framed prcposals that have dominated the
policy landscape over the past several years.

We recommend that the following pulicies be implemented:

Create a new federal strategy, cailed the Colleg- Success Proyram
(CSP), that links current student support and intervention programs
and provides new mechanisms to promote student success in col-
lege.

The CSP would represent a major new federal commitment to student suc-
cess at the postsecondary level. The CSP would provide positive incentives
to students, both early in life and continuing through to college, to succeed
while in college. The CSP would award college success “points” (CSPs) to
students for participating in early intervention programs, engaging in peer
support activities, and participating in collegiate support programs that en-
courage persistence. Such a program would acknowledge the inextricable
linkage between student support and intervention efforts--prior to and dur-
ing college--and student success. CSPs could be redeemed by students at
any point in their lifetimes to provide financial support to succeed in college.
This strategy conveys a simple and straightforward message to students
who frequently hear confusing and conflicting information about college fi-
nancing. The message: participate in support programs, receive additional
aid for college.

Establish a mechanism for converting CSPs into grant funding that
promotes student persistence in college.

Students should be allowed to convert their CSPs into actual grant funding
while in college. CSPs earned prior to college enroliment could be used to
pay for the first year of enroliment in college. The CSPs could be redeemed
for grant funding that equals up to 50% of the student's Pell Grant award,
depending on the number of CSPs carned before college. In subsequent
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years, CSPs could continue to be earned by students who participate in
collegiate support programs that promote persistence.

Modify the Federal College Work-Study program to expand opportu-
nities for student work that are related in a meaningful way to de-
clared educational or career goais.

Recent studies have shown that work during college years, particularly on-
campus work, provides students with incentives to persist in school by mak-
ing them feel integrated with the campus community. Existing work-study
opportunities, however, are limited mainly to on-campus jobs in food ser-
vice, campus maintenance, and other tasks not directly related to the edu-
cational programs or goals of most students. Broadened employment op-
tions would result in increased student satisfaction with their collegiate ex-
perience, and therefore increase the likelinood of uninterrupted persistence.

Consideration should be given to utilizing the $5 billion that is now allocated
to the Federal Perkins Loan program in institutional revolving accounts on
campuses to fund additional work-study opportunities directly related to stu-
dent career or educational goals. With the future of the program in jeopardy
due to political opposition, these funds could be used if the Perkins program
is terminated.

Iincrease support for the TRIO and National Ezrly Intervention Schol-
arship and Partnership programs.

Many institutions devote signiticant resources toward remedial education
for capable students who have not received adequate secondary instruction
and support. The federal government can provide assistance by increasing
support for all of the TRIO early outreach and student services programs,
and for the National Early intervention Scholarship and Partnership Pro-
gram, by at least the rate of inflation.

In particular, funding for the Student Support Services program, the only
major federal program that actively encourages degree or educational goal
completion, should be increased by at least 10% per year for the next five
years. This increased funding would give colleges and universities the addi-
tional support they need to create a positive learning environment for the
disadvantaged but capable students they are trying hard to attract and re-
tain.

Create a new program, modeled on the U.S. Department of Education’s
Fund for the Improvement of Postsecondary Education (FIPSE), that

12



awards competitive grants to institutions that develop and success-
fully administer systemic efforts for increasing student persistence.

The creation of a separate grant program for institutions would offer two
significant advantages: it would signal the federal government's substantial
interest in ensuring that students succeed throughout their college careers,
and it would encourage institutions to develop creative solutions to the prob-
lems of student dropout and stopout (students who leave and return). The
goal of these efforts should not necessarily be to create new programs but
rather to alter the campus culture in such a way as to increase student
retention systemically.

Implement the Student’s Total Education Package (STEP) proposal
from the National Commission on Responsibilities for Financing Post-
secondary Education.

STEP, an innovative concept in federal financial aid, would fix the total maxi-
mum amount of aid that any full-time undergraduate student can receive
from the federal government. Under STEP, all full-time undergraduate col-
lege students would be eligible for the same maximum amount of federal
aid, but the type of aid they receive would vary depending on their own
financial needs and the cost of attendance. The federal government would
set the maximum package amount based on the weighted national average
per-student expenditures at four-year institutions. According to the National
Commission, this amount was approximately $14,000 in 1993.

With this approach, students who want to attend college--or who already are
enrolled but uncertain about their financial future--would know the exact
amount of aid they could receive from the federal government. Both the
government and higher education institutions could distribute and publicize
this information to current and prospective students, cutting through much
of the confusion and uncertainty about receiving assistarice.

Exempt high performing institutions from certain governmentai regu-
lations to encourage greater emphasis on student success.

Under the State Postsecondary Review Entity (SPRE) program, institutions
that meet any one of nearly a dozen “triggers” are subject to extensive re-
view by the State Postsecondary Review Entity in their state. These trig-
gers are intended to spotlight institutions that may be engaging in fraudulent
or abusive activities. However, the flaw with SPRE and other new federal
regulations is that they treat all institutions with suspicion and subject thiem
to significant regulatory burdens. By focusing their institutional efforts on

THE NEXT STEP®
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complying with the massive federal student aid regulatory apparatus--which
now totals more than 7,000 sections in the Code of Federal Regulations--
colleges and universities are often unable to devote energies and resources
to student support programs that positively encourage success.

One way of encouraging greater institutional emphasis on student success
would be to create a “reverse trigger list” for high performing institutions.
Such a list could include a variety of thresholds to ensure that appropriate
financial, administrative, and other requirements are being met. Institutions
that meet all of the reverse trigger list standards could thereby be exempted
from certain regulations, or might be required to report necessary informa-
tion once every several years, rather than annually.

The goal of equalizing postsecondary educational opportunity remains as
important today as when it was first proposed at the federal level in 1965. At
a time when budget consiraints and calls for greater accountability in stu-
dent aid dominate policy discussions, it is important to remember that post-
secondary education benefits the nation as a whole as much as the indi-
viduals being educated. By creating incentives for success through student
assistance programs, both students and the nation will benefit. Such an
approach will ensure that student aid will take the logical next step in meet-
ing the nation’s goals of social and economic prosperity as we enter the 21st
century.

.
—",
YN




. E
o

CHAPTER
ONE |




Guided by the goal of equal educational opportunity, American society has
long sought to make education available to all qualified and interested citi-
zens. Public support of elementary and secondary education predates the
formation of our nation’s government, but it has only been in the latter half of
this century that public policy has focused on making postsecondary educa-
tion a reality for a greater number of our citizens. The conbination of fed-
eral, state, institutional, and private efforts has increased participation in
higher education for many individuals and groups for whom a college edu-
cation was previously out of reach. This investment has paid off not only for
individual students in the form of higher wages and improved quality of life,
but also for the nation as a whole in the form of a skilled, competitive workforce
and a well-informed citizenry.

However, since the inception of federal efforts to aid students in attending
higher education, much has changed on the national landscape. Shifting
demographics, increasing global economic relations, énd evolving technol-
ogy and industry have stepped up the need for education and further invest-
ment in the skills of our nation. Yet the resources available to address edu-
cational needs have diminished as other issues such as interest on the fed-
eral debt, increasing health care costs, and expanding entitlement costs
have consumed greater portions of public funds.

Amid concerns over budget deficits and expansive federal spending, some
policymakers have called for changes in the federal investment in higher
education. Among others, they have proposed specific cuts in student aid
programs that would greatly impact students’ ability to participate and suc-
ceed in postsecondary education. At a time when the need for increasing
levels of workforce education are growing--to fulfill the demands of our chang-
ing economy and industry and to address our many social ills--the invest-
ment in higher education must be strengthened, not reduced. More effec-
tive means of assisting students must be devised that answer the needs of
a changing society and allow for accountability and responsibility on the part
of all involved.

Why College Matters

Why is it so important for the nation to strengthen its investment in higher
education? While there are myriad answers to this question, perhaps the
best answer may be found in an examination of the benefits that accrue
from participation in postsecondary education.

The debate regarding whether the benefits of advanced education should
be considered public or private is decades old. Many of the most immediate

D



: 'THENEXTS?EP | impacts of continued education directly benefit individual students, and to
SRR ‘f'°‘°- 2™ some extent their families. For instance, a positive correlation exists be-
twaen increased educational attainment and higher income. The U.S. Bu-
St reau of the Census's Current Population Survey documents the relation-

ship:

o

| in 1992, the mean annual earnings for persons aged 18 and over
with a high school diploma was $18,737. In comparison, the mean
annual earnings for those with a bachelor's degree was $32,629.
Even persons with some college (but no degree) or an associate
degree achieved greater earnings than a high school graduate, with
mean annual earnings of $19,666 and $24,398, respectively.

[ | The more advanced the educational level, the greater the increase
in earnings: the mean annual earnings for persons aged 18 and over
in 1992 was $40,368 for those with a master’s degree, $54,904 for a
doctorate degree, and $74,560 for a professional degree.’

Spread out over a lifetime, advanced education has a tremendous, positive
impact on an individual's earnings. Census calculations show that over the
course of a norinal lifespan, a high school dropout makes approximately
$600,000 (in constant 1992 dollars). Achieving a high school diploma trans-
lates into an additional $200,000. A substantial increase appears when an
individual attains a bachelor's degree and beyond: a college graduate earns
approximately $1.4 million over the course of a lifetime, a doctoral recipient
makes just over $2 million, and a professional degree holder earns an esti-
mated $3 million.2

These estimates are compeliing, yet also troubling, when combined with the
facts about educational attainment in America. In 1993, while 80% of Ameri-
cans over the age of 25 had completed high school, only 20% had achieved
a bachelor's degree or higher.?

To make matters worse, the Labor Department reports that the only real
growth in wages in the past 20 years has been by college graduates. All
other categories have remained stagnant or have declined. Aithough some
economists attribute this trend in part to the temporary “shortage” of younger
coliege-educated workers in the wake of the baby boom, forecasts call for
this trend to continue. While the supply of younger workers is set to re-
bound as the century ends, the demand for highly skilied labor will continue
to increase, widening the wage gap even further between college educated
and non-college educated citizens.*
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Estimates of Lifetlime Earnings by Levei of Education: 1992

High School Without FI $609,000

Diploma |

High School I $821.000

College Without $993.000
Degree '

Bachelor's $1.421.000

Master's $1.619.000

Doctorate $2.142,000

Professiona!

L
Associate [ $1,062,000
L
l
|
| $3,013.000

Source: U.S. Department of Commerce, Bureau of the Census. “More Education Means Higher Career
Earnings," Statisticai Brief, August 1994.

Higher education also has another important benefit for individuals: it in-
creases a person's quality of life. Public opinion surveys show that increas-
ed education levels have a variety of positive impacts on individuals’ quality
of life. For example, the Public Health Service's National Health Interview
Survey has found that higher education increases the health status of indi-
viduals by increasing knowledge about healthy behaviors and preventative
care. Thus, Americans with four or more years of college education exer-
cise or play sports regularly at about twice the rate of high school dropouts,
but smoke cigarettes only half as much as high school graduates and drop-
outs.’

The benefits of higher education are not confined to individuals. Society
reaps great rewards from increased education. Better-educated citizens
achieve higher earnings levels and therefore contribute greater returns to
the tax base. Their increased levels of skills and qualifications make the
workforce more productive, which in turn boosts the national economy. The
varying roles that higher education can play in our society--from educating
the disadvantaged and training workers, to offering solutions to modern prob-
lems and improving the overall quality of life--are greatly valued in a
democracy.

Society also benefits from higher education in the form of increased partici-
pation in the social, economic, and political activities of the nation. Accord-
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ing to the U.S. Bureau of the Census, college graduates were 58% more
likely to vote in the 1992 Presidential election than high school graduates.®

Moreover, there is public awareness of these benefits. Recent public opin-
ion research shows that Americans revere higher education as a significant
goal for which to strive and an important investment of public resources. In
January of 1995, as part of a campaign to raise awareness of student aid
opportunities, the Alliance to Save Student Aid--a cooperative effort of nu-
merous Washington-based higher education associations--convened focus
groups to gauge the public’s perception of student aid programs, their rela-
tive importance, and the impact of proposed budget cuts. Overwhelmingly,
these focus groups demonstrated that higher education still is considered
an integral part of the American Dream.

The focus groups revealed that a college degree is viewed as a “stepping
storie to personal and national success.” Parents are committed to provid-
ing their children with this opportunity and are willing to make great sacri-
fices, including taking on higher levels of debt to ensure their children’s edu-
cation because it “will make life better for {them]” and future generations. A
particular concern was expressed about the United States lagging behind
other countries, and, repeatedly, education was seen as the key to increas-
ing the country's global competitiveness.’

Similarly, the California Higher Education Policy Center's 1993 survey of
California residents found that 76% endorse the view that "high school gradu-
ates should go on to college because ir: the long run they'll have better job
prospects.” This survey also found increasing anxiety regarding America’s
economic competitiveness and the role that higher education could take in
improving that competitiveness.

The business community is actively involved in large scale cnoperative ef-
forts to promote higher education. Organizations such as the Eusiness
Roundtable have formed partnerships with the U.S. Department of Educa-
tion and other national organizations to voice support for education and to
address the role that industry can play in improving higher education. Fur-
thermore, some businesses have developed partnerships with individual in-
stitutions to establish school-to-work internship and work programs for stu-
dents. The business sector recognizes that the country requires a well-
educated workforce in order to meet the economic challenges that lie ahead.

How Student Aid Has Made a Difference

It is clear that the investment in higher education has benefitted all aspects
of American society. Student aid, particularly that which is provided through




federal programs, has been an important component of that investment.
The federal government initially developed student financial aid programs to
ensure that higher education was readily accessible to all Americans, not
just those with exceptional ability or wealth. While economic and interna-
tional competitiveness concerns drove the creation of the GI Bill in the 1940s
and the National Defense Education Act in the 1950s, the Higher Education
Act (HEA) of 1965 was intended to address issues of equality. As part of
“The Great Society,” the HEA also was designed to free generations from
the cycle of poverty by expanding access to postsecondary education for
large numbers of low-income and minority students. The Act was respon-
sible for creating the campus-based aid and loan programs that still exist
today, although in some cases under different names. Since their inception,
these programs, including Guaranteed Student Loans, Supplemental Edu-
cational Opportunity Grants, Perkins loans, and College Work-Study, have
provided access to millions of students who require financial assistance in
order to attend college. In 1994, these programs supplied more than $30
billion in aid for students seeking postsecondary education.

The creation of the Pell Grant program in 1972, originally known as the
Basic Educational Opportunity Grant, further increased access. Designed
to serve as the main source of financial aid for low-income students, the Pell
program has functioned as the foundation for the financial aid “package” on

which students rely. In 1994, almost 4 million students received a total of
over $5 billion in aid through the Pell Grant program. ® The establishment of
the campus-based and the Pell Grant programs relates positively to ex-
panded access to higher education for all students.

In addition, research has shown how student aid has affected enrollment
patterns for low-income students. McPherson and Schapiro studied the
distribution of college students by family income and found that aid, when it
lowered the net cost facing lower-income students, tended to encourage
higher enroliment.'

The benefits of federal student aid policies can be measured in the same
way that the benefits of early childhood programs such as Head Start are
seen. By investing in the short term--providing access to higher education
and adequate aid resources--public dollars are saved over the long term in
the form of reduced participation in public assistance programs, such as
unemployment. In 1992, the unemployment rate for high school graduates
was 6.8%. In comparison, only 3.2% of people with a bachelor's degree or
higher were unemployed." Expanding access to postsecondary education
increases average annual earnings {(as noted above) and the probability of
financial seli-sufficiency.




The Changing Nature of Student Aid

.. The present policy environment is radically different from that of the nascent
i years of student aid-the 1950s, 60s, and 70s. While federal student aid
) policies were created to increase access to postsecondary education and
have been successful in achieving this purpose, changing public concerns
have steered public policy toward a more complex and narrow view of what
“access” means. Gradually, federal policy to promote access has shifted
from one of providing large amounts of scholarship money (the Gl Bill) to
one of providing large amounts of loan money.

Since the early 1980s, the composition of aid packages has shifted from
" primarily grants towards a reliance on student loans. In fact, at *he federal
" level, the grant/loan mix in 1994 stood at 72% loans and 26% grants (the
remaining 2% of student aid was awarded through work-study programs).
in contrast, in 1981, the percentages were 48% loans and 47% grants. Going
back even further, to 1976, we see that the virtual opposite of the present
situation existed: 21% ioans and 76% grants.'? Several factors have caused
this shift:

Federal grant levels have failed to keep pace with inflation, college
costs, and other measures. From 1981 to 1994, the cost of atten-
dance, including tuition, fees, and room and board, rose by 153%
, at public universities and by 203% at private universities. Over the
° ‘ same time period, however, the maximum Pell Grant award in-
O creased by only 31%. The value of this award actually fell by 22%
when measured in constant dollars. Over the same period, the
median family income rose by 75%, half the rate of increase for
public university costs of attendance, while inflation (the Consumer
Price Index) increased by 69%.

| Political support for grants has eroded, especially since the early
1980s, causing a growing reliance on student loans. Congress has
not funded the Pell Grant program at its authorized maximum level
since 1980. The gap between the authorized maximum and the
g T ‘ actual maximum has increased from $50 in 1981 to $1,400 in 1994;
AP TR SRS the maximum Pell was authorized at $3,700, but only funded at
R $2,300in 1994. Although authorized maximum levels grew by 106%
R T from 1981 to 1994, actual awards rose by only 31%."

AR - ] Access to federal student loan dollars has been greatly expanded,
N : L coinciding with increased college costs and reduced support for
e S A : grant aid. In 1978, the Middle Income Student Assistance Act al-
e T ‘ lowed all students, regardiess of need, to borrow federally subsi-
o }'3 o o ,:"',L“ ) dized loans.'> In 1981, the Parent Loans to Undergraduate Stu-
' ) . ! dents (PLUS) program was extended to independent undergradu-
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Changes in Grant Aid, Cost of Attendance, Income
and Inflation, 1981-1994

Maximum
Pell Grant Award

Inflation

Median Family Income

Cost of Attendance at
Public Universities

Cost of Attendance at D — .
Private Universities 203%

Source: Lawrence Gladieux and Laura Greene Knapp, The College Board, Trends in Student Aid: 1980
to 1990 and Trends in Student Aid: 1984 to 1994, 1990 and 1994.

ate students in addition to graduate and professional students. (In
1986, this component of the PLUS program became a separate
program entitled Supplemental Loans to Students (SLS).) The 1992
Higher Education Amendments further expanded access to loan
programs by creating unsubsidized Stafford Loans which allow all
students to borrow to pay for the costs of their education. The 1992
Amendments also raised federal borrowing limits for student joan
programs and eliminated limits entirely for the PLUS program.'®

In conjunction with higher borrowing limits and increased borrowing levels,
student default amounts also have increased. The dollar amount of loans
defaulted jumped from less than $200 million in the early 1980s to a peak of
more than $3 billion in 1991. Since then, the dollar amount has declined,
but still totalled over $2.7 billion in 1993."7

While programs have expanded to serve a greater number of students, pub-
lic understanding of federal student aid policies has remained limited. The
focus groups convened by the Alliance to Save Student Aid revealed that
most students and families believe that grants and scholarships are the
main source of financial aid and that colleges and universities supply most
financial assistance. The majority of individuals “are not aware that the
government provides the backing for many grants and scholarships.” The
public showed the greatest familiarity with the federal student loan programs,
but still demonstrated a lack of understanding about the costs and subsidies
associated with the programs.'® Given the high level of confusion among
students and families regarding loan programs, the growing reliance on loans
is disturbing. In conjunction with the erosion of funding for grants and rising
college costs, higher borrowing rates will translate into increased debt lev-
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NEXT S’FEP . els for students as they pursue higher education and beyond, potentially
"1 impairing their ability to purchase an automobile or finance a home.

L8

As the sheer volume of federal student aid has grown due in large part to
loan programs, policymakers want to make sure that the trust the general
public has placed in the importance of higher education is well founded.
Over the last decade, concern for the consumers of education--students--
has escalated. Policymakers ai.d tha general public alike have voiced in-
creased dissatisfaction with the financial aid system and the access that i
provides. Criticisms of federal aid programs include high student loan de-
fault rates, low graduation and completion rates for aid recipients, and an
assortment of other complaints suggesting that federal student assistance
has failed to deliver effectively on its promise of equalizing educational op-
portunity. Previous discussions of student aid have centered around the
question “How do we fund access to postsecondary education?” Increas-
ingly, however, the central question has become “What opportunities are

students receiving access to and to what degree do students achieve suc-
cess?”

In the past few years, public policy has shifted toward increasing institu-
tional accountability as a means of promoting greater levels of success.
Legislation such as the Campus Security and Student Right to Know Act
and the State Postsecondary Review Entity (SPRE) program (created dur-
ing the 1992 reauthorization) were designed to protect students from poor
quality educational opportunities. By requiring institutions to disclose infor-
mation about the instruction and education they provide--such as gradua-

Stafford Loan Program Annual Borrowing Limits
by Attendance Status

Full-Time 2/3 Full-Time 1/3 Full-Time

Freshmen $2625

Sophomores $3500

Juniors $5500

Seniors $5500

Gradvate &

Piofessional $8500

Source. U S Department of Education. FY 1992 Loan Programs Data Book. 1993.
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tion rates and campus crime rates--policymakers have sought to provide THE ’NEXT STEP &R
students with improved knowledge necessary to make informed choices about - '

their education. In addition, the federal government's increased standards

of accountability have aimed to weed out fraudulent and abusive institu-

tions.

Many of the current policies that purport to improve accountébility use the
threat of loss of student aid eligibility as the “stick” to enforce compliance by
coileges and universities. Students at institutions that fail to meet these
standards are denie: iccess to student aid funds.

Recently proposed pclicies would have an even more dramatic impact on
student access and success. Students who have low grades, wh.o are en-
rolled in remedial courses or programs, or who are not enrolled full-time
would be eliminated from aid programs, to name but a few of the discussed
options.

These policies are intended to help improve institutional quality and, there-
fore, access. However, the needs of students--beyond getting onto the cam-
pus and into the classroom--are often ill-served by these policies, especially
as they relate to student efforts to complete a degree or other educational or
career goal. This is because these policies focus more on forcing institu-
tional compliance with standards than on promoting success for individuals.
Fortunately, other governmental and institutional efforts have been devel-
oped to more directly address student efforts to succeed in college.

Efforts to increase Student Success

A combination of actors has increased early intervention activities aimed at
improving academic success for disadvantaged primary and secondary stu-
dents. The federal TRIO programs have been the most instrumental in im-
proving both access and success for disadvantaged students; five major
programs fund postsecondary outreach and student support endeavors and,
combined, serve about 600,000 students annually. These programs pro-
vide a variety of services, from academic, financial, and personal counsel-
ing and support, to information on college admissions and financial aid. The
federal government also supports a range of other programs that promote
coilege-going among disadvantaged students, from Summer Science Camps
to tech-prep efforts that link secondary and postsecondary education stu-
dents to jobs in specific industry clusters.

Many states and private organizations also have created early intervention
programs. A growing number of states are developing and implementing
programs designed to .nprove the academic performance of at-risk primary 1




Participation in Federal TRIO Programs

CUpward Bound
MTalent Search
W Student Support Services

MR Educational Opportunity Centers
ETRIO Tota!

Thousands of Participants

800

700

600

500

400

300

- 200

100

1970 1975 1980 1985 1990 1895

Note: The TRIO Total inciudes participants in the Ronald E. McNair Postbaccalaureate Program.

Source: National Council of Educational Opportunity Associations. Congressional Relations Manual,
1995.

and secondary students, and subsequently their participation in postsec-
on-ary education or meaningful employment. Currently at least 19 states
have programs that promote college access through early intervention, rang-
ing from the McNair PreCollege prograrn in Massachusetts to the College
Preparation Intervention program in Maryiand.'

Private efforts to support early intervention have flourished. Some of these
programs have been modeled on Eugene Lang'’s promise to a class of sixth
graders in East Harlem to pay their college tuition if they graduated from
high school, and efforts funded through his “| Have A Dream” Foundation.
The success of Lang's compact with these grade school students docu-
ments the impact of such efforts: seven years after Lang made his promise,
44 of the 61 original students were still involved in the partnership. Only one
student had not graduated from high school and 36 had enrolled in col-
lege.?0

Other rrivate efforts also have proliferated. Boston's highly successful Higher
Education Information Center is a muilti-service resource center that pro-
vides a range of assistance to disadvantaged students, including college

2O




admissions and financial aid guidance. A recent evaluation found that 40%
of those assisted by the Center said they would not have completed the
admissions and financial aid processes without the Center’s help. Similarly,
Washington, DC's College Knowledge Club brings eighth grade students

together for lectures, field trips, and other activities designed to increase
understanding of college opportunities.?'

Federal, state, and private efforts have accomplished much in helping im-
prove the opportunities f " disadvantaged students and affording them greater
access to higher educaiion. These efforts should be strengthened and in-
corporated into a broadcr policy that builds on these accomplishments. In
combination with student aid, early intervention should be the basis of new
policy discussions that concentrate on encouraging student success early
in life and providing incentives to create opportunities that will allow stu-
dents to succeed through college. Too much of our current poiicy is voiced
in negative tones and punitive measures; we create barriers and thresholds
that limit student access. Instead the nation must take a more pro-active
approach based on policies that promote both access and student success.
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The expansion of federal student aid policy must be based on the dual goals
of access and success: not only getting more students onto campus, but
improving efforts to promote completion of higher education. While access
is a weil-defined public policy goal, student success is a largely unknown
and undefined objective. Previous efforts to improve student success have -
been limited in their scope, targeted to groups with specific characteristics
and needs. In order to encourage student success on a nationai level, fed-
eral policy must be based on parameters that encompass the largest num-
bers of students and definitively impact the likelihood of achievement. Re-
search shows that a variety of factors can positively influence student suc-
cess. This research provides a great deal of guidance regarding how poli-
cies that link student aid and student success might be fashioned.

How Should Student Success Be Defined?

In the federal student aid policy arena, the definition of student success
frequently has been equated with access to higher education. The roie of
financial aid policy in increasing access was to provide some combination of
aid resources that made postsecondary education attainable. Under this
philosophy, increased enroliments and participation in federal aid programs
were considered signs of a “successful” policy.

Ratio of Bachelor’s Degrees Awarded to Full-time,
First-time Freshmen, 1973-1988

Column A:
’ N 0
Acsdemic | firsttime < < - gﬁ?hml;g L Réiioof Column
year ending freshineén from - W” s ? . BtoColumnA
five yoars U ho - ) 2
(M)e -

922

Source: U S. Department of Education, National Center for Education Statistics, The Condition of
Education 1990, Volume 2, 1994.
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In truth, increased numbers of students enterec higher education, but
only some were obtaining a degree. Over the past 30 years, more and
more students have enrolled in postsecondary institutions, but the per-
centage of students who leave school with a degree has decreased. In-
deed, nearly half of all students who enroll for their freshman year do not
complete their educations, with the greatest attrition occurring between
the first and second years.?® Thus, increased access is only a measure of
initial success.

Outside the realm of federal policymakers, particularly in the field of aca-
demic research on student success, many other terms have been used to
predict and/or measure success. These “indicators” include:

m persistence--the completion of a degree or other academic goal;
| job placement rates--a student’s success in securing employment.
] grades--a student’s level of academic achievement, often con-

sidered as grade point average (GPA);

| standardized test scores--a student’'s performance on the PSAT,
SAT, ACT, or graduate/professional exams;

] graduate and professional school enrollments--applying, being
admitted to, and entering postbaccalaureate study;

] pre-college academic performance--participation in early inter-
vention and student support services or college preparatory cur-
riculum; and

| socio-economic background--a student’s family income level and

racial/ethnic background.

The logical outcome of federal student aid policy is to allow citizens the
opportunity to improve their quality of life--mainly their knowledge and
skills base--through some form of postsecondary education. Therefore,
any measure of student success must demonstrate that students have
not only had access to such opportunities, but have continued on in schao!
or have completed a degree or other educational or career goal. In addi-
tion, the measure must be able to encompass most if not all of the student
population, particularly those who receive federal aid. Finally, in order to
be useful in a public policy context. a measure of student success must
be quantifiable.

Many of the terms listed above fail to meet these standards; in particular,
these variables would be difficult to quantify. For instance, job placement
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rates and graduate and professional school enrollments both suggest the
completion of a degree or that the student persisted long enough to affect
his or her employability. However, job placement rates are affected by the
state of the economy and therefore do not offer a consistent gauge. Fur-
thermore, enrollments in graduate and professionai schools are indicative
only of success along a particular career path and apply only to a small
fraction of the undergraduate population. Both of these measures are
connected to student aspirations, making it difficult to generalize about
the relevance of rising or declining rates. They lack a broader-based
scope which would allow for a more inclusive definition of student suc-
cess.

Pre-college academic performance and socio-economic background can
predict student success, but they are not outcomes and cannot be mea-
sures of student success. Other academic performance criteria such as
grades and standardized test scores certainly measure student success;
however, these types of findings have limited applications without consid-
ering their context. Good postsecondary grades and standardized test
scores can be obtained by students who drop out. Of what use are good
grades and high test scores if a degree is not attained or other educa-
tional goals met?

Persistence as a Measure of Student Success

The remaining term, persistence, is a critical component in some of the
most influential research on student success. Tinto’s theory of student
departure suggests that in order to persist (i.e., to succeed in college), a
student must integrate his or her personal goals and commitments with
the academic and social environment of the postsecondary institution that
he/she attends. Tinto’s study of student persistence has been central in
defining success as persistence by correlating many facets of the college
experience with persistence and retention. In his model, pre-college aca-
demic preparation, socio-economic background, personal goals (such as
graduate or professional study or desire for a particular type of job), aca-
demic performance, and campus social interaction are all, progressively
and cumulatively, involved in a student’s decision to persist in or depart
from postsecondary education.?

From a public policy standpoint, persistence is a useful measure of stu-
dent success because it is complex iind flexible enough to encompass a
wide range of students and their achievements within its boundaries. There
are several descriptive categories of persistence: degree completers, con-
tinuous enrollees, stopouts (persons who leave and return), and drop-
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outs. Furthermore, persistence of part-time and non-traditional students
can be measured by the completion of educational or career goals rather
than strictly by degree completion.

In relation to student financial assistance, the definition of persistence must
be clear cut to meet the needs of public policymakers. To this end, persis-
tence should be considered continuous enrollment in a postsecondary in-
stitution through the completion of a degree or other important educational
or career goal. This is a measurable variable of student success.

Persistence is a quantifiable success variable and a timely response to the
current political climate when linked to financial aid. Current general pub-
lic concerns include the substantial number of defaults in the federal stu-
dent loan programs, escalating college costs, and a demand for quality
and accountability from postsecondary institutions. Persistence is, thus,
useful as a measure of student success and public concerns because its
focus is on progress towards the completion of a degree or other signifi-
cant goal. Attainment of these goals enables students to obtain well pay-
ing jobs, enter higher-level studies, pay back their student loans, and in-
crease the competitiveness of the national workforce.

How Student Aid Impacts Student Success

Within the last decade, much research has been conducted to assess the
impact of student financial aid on student success, defined as persistence.
Although some studies have produced conflicting results, three primary
conclusions have arisen from the body of research:

|| Aid in general has a net positive impact on persistence.

|| Some types of aid are more effective than others in terms of per-
sistence.

The relationship between aid and persistence is complex and of-

ten indirect, especially where minority and low-income students
are concerned.

The link established between aid and persistence has varied in strength.
The substantive conclusion that can be drawn from research on student
financial aid's impact on persistence is that aid recipients (generally those
with fewer socio-economic resources) seem to be persisting at least as
well or better than non-recipients (generally those with greater resources).
This suggests that student aid is fulfilling one of its primary purposes: hav-
ing a positive and equalizing effect on degree attainment, and therefore
improving quality of life. Persistence rates for aid recipients have been




The Impact of Loan and Grant Aid on Low-Income
Students' Dropout Rates

$1,000 increase
in grant aid means a

14% decrease in
dropout rates

$ 1,000 increase
in loan aid means a
3% increase in
dropout rates

Note: Figures are statistically relevant at 5%. Low-income is defined as income below $21,000.
Source: U.S. General Accounting Office, Restructuring Student Aid Could Reduce Low-Income
College Student Dropouts, 1995.

measured at a rate of 55%, which is greater than non-recipients, making
the two groups about even when controlling for academic ability.?

The timing of aid also can have an impact on student persistence. For
example, financial assistance can help students make the crucial transi-
tion from the first to second year of college. This is the point at which
dropouts most frequently occur.

In addition to the timing, the type of aid a student receives is important.
Grants, which represent the shrinking foundation of state and federal aid,
have been shown to have a positive effect on persistence. [n particular,
research indicates that a grant in combination with a loan has a higher
correlation with persistence than either a loan or grant alone.

Two U.S. General Accounting Office (GAO) studies indicates that grant
money has a strong effect on low-income and minority persistence. For
example, on average, in any given semester, providing African-American
and Hispanic students with an additional $1,000 in grant funds decreases
the probability of dropping out by approximately 7% and 8%, respectively.?®
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Loans have a neutral to negative impact on persistence. One GAO study
suggests that loans decrease the dropout rate among white students only.?
Other research has shown a disturbing correlation between increased em-
phasis on loans in the 1980s and a substantial decrease in college partici-
pation among low-income families. Furthermore, the greatest increase in
indebtedness during this time period was by low-income students; the high-
est debt levels were held by those who could least afford them. Not coinci-
dentally, the highest default rates also were found in this population.?’

Analyses of work-study awards and other types of on- and off-campus em-
ployment suggest that some work has a positive effect on persistence; how-
ever, too much work has a negative impact. There is a positive link between
a light to moderate amount of work, particularly on-campus work, suggest-
ing that work serves to integrate the student within the campus environment
and improve the student-institutional “fit” (meaning those factors that en-
gage the student in a personal manner with the institution).?® It can also
provide a sense of self-esteem through learned job skills and contacts.® Of
all the research on the effects of types of financial aid on persistence, the
research on work-study assistance provides the most complete picture of its
relationship to student success.

Although student aid enables students to persist at a greater rate than if
they did not receive it, financial aid cannot compensate for all of the factors
that work against persistence. Because many disadvantaged students face
additional barriers to success--lack of resources, poor academic prepara-
tion, and low-level educational and career goals--some researchers sug-
gest that more emphasis ought to be placed on institutional support struc-
tures to correct these problems which are outside the reach of aid.*

‘On avemge in any, |
-giveir semester, :
providmg African-
Anwdcan and " Other Factors that Impact Success

HI i Ic nts While financial aid has a significant impact on student success, other fac-
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combine to influence whether or not a student will succeed in higher educa-
tion.

Family background and socio-economic status

Students from low socio-economic backgrounds, especially minority students,
tend to persist at lower rates toward postsecondary degree completion, par-
ticularly four-year baccalaureate degrees.® Part of this is due to financial
need; however, problems stemming from family background also are factors
that may encourage or discourage persistence. Included among the dis-
couragements of persistence are low levels of parental education, low de-
gree-level and other personal goals, and lack of family support.®

A broad array of social science research indicates that the relationship be-
tween family background, socio-economic status, and student success is
very strong. In addition, family background and socio-economic status also
are correlated with the other persistence variables discussed here.

Pre-college academic preparation

Socio-economic status and pre-college academic preparation can be linked
in that low-income students are more likely to attend inferior elementary
and secondary schools, which can be a substantial barrier to persistence
in college. Lack of good pre-college academic preparation is a particularly
compelling social issue when many studies point to it as one of, if not the,
most important indicators of persistence and success. Pre-college aca-
demic performance often has more influence on persistence than college
GPA, receipt of financial aid, commitment to institution, social integration,
and degree-level goal.®

Besides preparing students for the challenges of college work, high school
achievement and measured academic ability also are indicative of increased
educational expectations. These can be important levelers of differences in
family and socio-economic background.

College academic performance

It follows that college academic performance also is a strong indicator of
persistence; in some studies, it has been rated higher than financial aid.
College grades can be indicative not only of persistence but “of successful
adaptation to an academic environment.

College grades alone do not prevent students from dropping out. Although
academic ability as demonstrated by a high GPA is one of the best predic-




tors of persistence and student success, there are exceptions to this broad
statement. Low grades are a stronger indicator of decreased commitment
to college among minority students than among non-minority students.

Social integration on campus

Social integration may consist of one or more of several structures or inter-
actions: student-faculty interaction, special programs for certain students,
ability of students to interact with their peer group, good advising and stu-
dent development programs, and other institutional efforts to encourage stu-
dent attachment to the institution itself and to other students. Subgroups
with particular problems in the area of social integration include African-
American students who attend predominantly white institutions and commu-
nity college students, particularly those who lack clear educational goals
and a sense of commitment to their institution.

While minority students can face unique circumstances, all students who
lack clear career and educational goals and/or support services are at risk
of dropping out.¥ In addition, social background takes on a special impor-
tance between the third and fourth years of college.®

Summary

As the research demonstrates, the issue of success is defined in many ways.
The most effective measure of student success in a public policy context
must be able to quantify and encompass the greatest variety of students
possible. The measure also must have a relation to the most essential
individual goal of federal student aid policy--to improve a person’'s quality of
life by providing access to some form of postsecondary education.

Student aid, particularly when combined with other factors such as pre-col-
lege and college academic performance and social integration on campus,
has a significant impact on student success, defined as persistence towards
the completion of a degree or other educational or career goal. These fac-
tors all must be taken into account in fashioning a new strategy for using
student aid to positively influence student success.

.wt
it




CHAPTER
THREE

i i AR o €L TR Y T
-y

Rl M bbmp gL S




%
X

it

v

In reforming student aid to increase student success and thereby better
meet the economic and social challenges that confront the nation in the 21st
century, a statement of core principles should guide the development of
national policy in the near- and long-term. Thesz principles should address
the aid system’s current inadequacies by confronting the barriers that exist
to hinder or impede student success. By adhering to these principles, the
nation will chart a new course in making coliege a reality for all Americans
who have the interest and the ability to attend college.

Student success in college must be viewed as part of a continuum
that begins at the elementary school level and progresses through
the achievement of a postsecondary degree or other educational or
career goal.

Despite years of evidence that prove the importance of intervening early in
the lives of students to generate their interest and success in college, gov-
ernmental efforts have faltered. From efforts to slash funding for the TRIO
programs at the federal level, to the failure to implement fully the Liberty
Scholarship and Partnership program in the state of New York, to the cut-
backs in funding for collegiate retention and support programs at both the
state and federal levels, governments continue to act in short-sighted ways.

Student success in college, regardless of the social or economic status of
the individual, is a process that begins in elementary school and perhaps
sooner. Such success is contingent on not dnly strong academic support,
but also on social guidance and counseling coupled with information about
the perscnal benefits of completing coliege and succeeding in life.

Students and families should be able to rely on reasonable and stable
levels of support from the federal government to help pay for college.

Beyond social disadvantages and a lack of monetary resources, perhaps
the greatest barrier to access and success in postsecondary education is
the lack of knowledge on the part of parents and students as to the amount
and types of aid available. Students and their parents also have demon-
strated misperceptions about coliege costs, greatly overestimating tuition
and fee levels, and the inability to distinguish between low, moderate, and
high cost institutions.3® While part of this unfamiliarity can be attributed to
the misinformation about college costs and aid programs and inadequate
dissemination to the public, the history of government programs works against
a comprehensive understanding on the part of students and families.
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Since their inception, federal aid programs have undergone numerous
changes and reconfigurations. This instability hurts students who lack ac-
cess to reliable consumer information and strong guidance programs. Fur-
thermore, students aiready participating in postsecondary education have
difficulty converting their eligit "ty for aid as they transfer from two-year to
four-year institutions. The volatile environment in which these programs
operate, marked by competition for scarce resources, increased scrutiny on
the part of policymakers, and the desire for outcome-oriented measurements,
has undermined the predictability of eligibility requirements as well as fund-
ing and award levels for the aid programs at all levels.

Governmental policies should promote greater awareness for stu-
dents and families regarding their responsibilities for paying for col-
lege and the availability of financial assistance.

As noted in Chapter One, there is a major disconnect between student and
family understanding about financial aid and the reality of postsecondary
financing. Despite prior efforts to boister understanding, only limited re-
sources have been applied to improve the awareness that all Americans
have regarding paying for college.

In today’s media-rich society, students and families are subject to a cacophony

of confusing and conflicting messages regarding what they are 2xpected to
pay for college, what kinds of support they can receive from external sources,
and what steps they should take to prepare for college financing. A simple,
coherent strategy must be devised to cut through the confusion and deliver
timely and accurate information to students and families.

Student aid should be viewed as one of a combination of essential

strategies that must be pursued to ensure student success in post-
secondary education.

The ability of federal programs to promote access and success is dimin-
ished if students do not receive the support nec ssary to stay in postsec-
ondary educatior until the achievement of a degree or other educational
goal. While financial assistance is a substantial component in encouraging
student success, it is by no means the only tactor. Academic preparation,
social support and guidance, and social and academic integration on cam-

pus for students already enrolled are just some of the other essential ingre-
dients.

Pre-collegiate and campus-based support service programs, such as the
federal TRIO programs, are successful examples of the types of efforts




needed. These programs have made great strides in reaching low-income
and disadvantaged students who might not otherwise have the resources, .
incentives, or preparation to participate and succeed in postsecondary edu- - :
cation. Further efforts must be made to link pre-collegiate programs, such
as early intervention programs, to student success. One of the best weap-
ons is the dissemination of information to targeted audiences about the avail-
ability of such resources and how to apply for them. '

Non-governmental entities must play a central role in promoting stu-
dent success at all intervals along the education continuum.

Much of the national discussion regarding student aid and student success
occurs in a governmental policy context. While the need for governmental
support is unequivocal, the failure to recognize the significant and some-
times dominant role that other actors play in the financing process is short-
sighted.

Many non-governmental actors--from the colleges and universities them-
selves, to neighborhood counseling and support centers, to national organi-
zations that promote college admissinns and awareness--play an essential
role in this process. These entities must be seen as integ:al fibers in the
national fabric of student aid and support efforts that make college success
possible. ‘

Simplicity should be promoted in the processes of determining stu-
dent eligi®ility and delivering aid.

Much progress has been made toward achieving simplicity in national finan- ;
cial assistance policy. At the federal level, the 1992 raauthorization of the |’ :
Higher Education Act made significant contributions to simplifying the fed- '
eral aid process. Modifications such as redesigning the aid application form,
limiting the application fees, and developing a single need analysis formula
were important steps in helping reduce the barrier of confusion and com-
N plexity that confronted hopeful postsecondary students in the past. Yet de-
spite these advances, significant barriers still exist. While the federal aid
process has heen streamlined, in many cases needy students must com-
plete additional forms for state and institutional aid programs.

3 More troubling still is the confusing patchwork of programs and policies that
B ot the federal student aid landscape. Since 1965, numerous name changes,
E  sometimes three or four within one program, and the consolidation and cre-
ation of programs at the federal level have combined to create a complex
picture for students and their families.
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Oversight of student aid proyrams must strike a balance between
student needs for consumer information and governmental needs for
monitoring the capacity of institutions to administer taxpayer re-
sources.

Access has been the driving issue behind national policy regarding student
financial assistance over the past several decades. However, in the last few
years many policymakers have asked, “Access to what?” Through such
legislation and policy as the 1990 Campus Security and Student Right to
Know Act and the State Postsecondary Review Entity program, the federal
government has sought to determine exactly what such a substantial invest-
ment of public resources, mainly through Title IV program funds, has achieved. -
By administering new regulations that are aimed at measuring outcomes
and more rigidly enforcing current policies, the federal government is seek-
ing to protect not only the public’s investment, but also students’ rights as
consumers in the higher education “market.”

"1 However, the regulation of colleges and universities by the federal govern-

: mentin the name of pursuing accountability and protecting consumer rights
must be held in proper balance. Currently, institutions that participate in
federal student aid programs must meet the requirements of over 7,000
sections of the Code of Federal Regulations. While many of these guide-
lines are necessary for program oversight and procedure, the confusing and
burdensome nature of numerous regulations is evidence of the danger of
misconstruing the relationship between outcomes and the financial and ad-
ministrative responsibilities of institutions.

Colleges and universities should not be held accountable to the federal gov-
; ernment for activities beyond the purview of their participation in financial
. assistance programs. Practical and equitable regulation should be restricted
Curfently, | Prog a J

?’ B Y to measurable standards of accountability. in addition, national policy stan-
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The principles delineated in Cihapter Three provide a foundation that recog-
nizes the needs of all the partners in higher education, from students and
their parents, to institutions, to government at all levels. Using these prin-
ciples, several policy strategies should be pursued at the federal level to
strengthen and expand the federal government’s efforts to promote student
success. The policies proposed can be implemented without resorting to
the kinds of access-inhibiting, negatively framed proposals that have domi-
nated the policy landscape over the past several years.

We recommend that the following policies be implemented:

Create a new federal strategy, called the College Success Program
(CSP), that links current student support and intervention programs
and provides new mechanisms to promote stucent success in col-
lege.

The CSP would award college success “points” (CSPs) to students for par-
ticipating in early intervention programs, engaging in peer support activities,
and panicipating‘in collegiate support programs that encourage persistence.
-Such a program would acknowledge the inextricable linkage between stu-
dent support and intervention efforts--prior to and during college--and stu-
dent success. CSPs could be redeemed by students at any point in their
lifetimes to provide additional support to succeed in college (see below).

The College Success Program: An lllustration

PRECOLLEGIATE

COLLEGIATE
Preschoo! First Year
Campus freshmen
HeadStart \ / mentoring program
Primary | COLLEGE Second & Third Years
State early intervention - | ' - Student Support
program | ! S:glzs_gs Services Program
L__.___“_____..__ - - 1 W, |[Fourth Year & Beyond
Secondary / I McNair Post-
Upward Bound Baccalaureate Program
' GRANT
| ASSISTANCE
.

i

JRRS - P

Note: Students can redeem the college success points (CSPs) that they have earned for grant aid to
help pay for college. This chart shows examples of the types of programs in which students can
participate. from preschool through college. to earn CSPs.
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The CSP would represent a major new federal commitment to student suc-
cess at the postsecondary level. Unlike much of the current policy discus-
sion concerning student success, the CSP would not use a punitive ap-
proach to enforce success “standards.” Instead, the CSP would provide
positive incentives to students, both early in life and continuing through to
college, to succeed while in college. This strategy also conveys a simple
and straightforward message to students who frequently hear confusing and
conflicting information about college financing. The message: participate in
support programs, receive additional aid for college.

Programs in which students couid participate to meet the CSP’s require-
ments would include the federal TRIO programs, the National Early Inter-
vention Scholarship and Partnership program, the proposed FIPSE-type in-
stitutional persistence programs (see below), and college-sponsored and
private programs designated as early intervention or college persistence
programs by the states.

Eligibility for supplemental grant assistance available through the CSP would
include those students eligible to receive a Pell Grant for the year in which
the CSPs are redeemed. The tetal grant funding that students receive could
not exceed the total cost of attendance at the institution in which the student
is enrolled, as calculated by that institution.

The current Presidential Access Scholarships program, created under the
1992 Higher Education Act reauthorization, would constitute an important
component of the CSP. Presidential Access Scholarships provide supple-
mental grant assistance to students who have participated in a preparatory
program for postsecondary education and who demonstrate academic
achievement. The CSP would do the same, but would extend this supple-
mental assistance to include participation in support and intervention pro-
grams while in college. This would help to ensure that students not only
receive access to a postsecondary education, but also tangible rewards for
succeeding in college.

Establish a mechanism for converting CSPs into grant funding that
promotes student persistence in college.

Students should be allowed to convert their CSPs into actual grant funding
while in college. CSPs earned prior to coliege enroliment could be used to
pay for the first year of enroliment in college. The CSPs could be redeemed
for grant funding that equals up to 50% of the student’s Pell Grant award,
depending on the number of CSPs earned before college. In subsequent
years, CSPs could continue to be earned by students who participate in
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Distribution of Under¢qraduate
Workers' Occupational Fields

Trade 15% 10% Executive
R & Managerial

14% Marketing &

Sal
Professional 13% ales

& Technical

Education 3%

44% Administrative Support
& Service/Recreation

Note: Percentages may not add up to 100% due to rounding.
Source: U.S. Department of Education, National Center for Educational Statistics, Undergraduates
Who Work While Enrolled in Postsecondary Education: 1989-1990, 1994,

collegiate support programs that promote persistence. This would allow
students to increase their grant funding while enrolled in college.

Students would not be able to redeem their CSPs if they failed to maintain
continuous enrollment (stopping out for more than two semesters or 12
months). This should provide a strong, yet reasonable, incentive for stu-
dents to stay in college and achieve their educational goal or credential in a
timely manner. Students who return to school after such a break would be
allowed to redeem CSPs after two semesters of continuous enroliment.

Modify the Federal College-Work Study program to expand opportu-
nities for student work that are related in a meaningful way to de-
clared educational or career goals.

Recent studies have shown that work during college years, particularly on-
campus work, provides students with incentives to persist in school by mak-
ing them feel integrated with the campus community. Both low- and middle-
income students benefit from this joint government and institutional venture.
Because funds earned through work need not be repaid, such a program
has clear advantages for students over loans.
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One problem with existing work-study opportunities is that they often are
limited to on-campus jobs in food service, campus maintenance, and other
tasks not directly related to the educational programs or goals of most stu-
dents. Broadened employment options would result in increased student
satisfaction with their collegiate experience, and therefore increase the like-
lihood of uninterrupted persistence.

Consideration should be given to utilizing the existing monies allocated to
the Federal Perkins Loan program to fund additional work-study opportuni-
ties directly related to student career or educational goals. Due to political
opposition, the future of the Perkins program is in jeopardy. If this program
is terminated, the more than $5 billion in institutional revolving accounts now
in existence on college campuses across the country could provide years of
support for work-study linked to the educational or career goals of individu-
als. Equally as important, this expansion of college work-study could be
implemented without creating new federal structures or regulations.

Increase support for the TRIO and National Early intervention Schol-
arship and Partnership programs.

Government and institutional grants and loans are inefficient when students
are not prepared for college-level work. Many institutions devote significant
resources toward remedial education for capable students who have not
received adequate secondary instruction and support. Increased federal
suppoit for the TRIO progams, including the Student Support Services pro-
gram and the National Early Intervention Scholarship and Partnership Pro-
gram, would enhance <udents’ academic preparation for college success.

TRIO programs distri yute funds to higher education institutions, service agen-
cies, and other organizations to identify capable students from disadvan-
taged backgrounds and provide them with support services at the second-
ary, postsecondary, and postbaccalaureate levels including academic prepa-
ration and assistance with college admissions and financial aid procedures.
Support for all of the TRIO programs--Talent Search, Educational Opportu-
nity Centers, Upward Bound, the Ronald E. McNair Postbaccalaureate pro-
gram, and Student Support Services--should be increased at least as much
as the rate of inflation.

The Student Support Services program, which is designed to provide ser-
vices to increase the college retention and graduation rates of disadvan-
taged students, deserves special consideration. This program is the only
major federal program to address the central outcome of providing access:
to exit the postsecondary system with a degree or credential in hand. In-




creasing funding for this program by at least 10% per year for the next five
years would give colleges and universities the additional support they need
to create a positive learning environment for the disadvantaged but capable
students they are trying hard to attract and retain.

While the TRIO programs are designed to meet specific gaps in the needs
of communities, school systems, and postsecondary institutions, the Na-
tional Early Intervention Scholarship and Partnership Program allows states
to design comprehensive service programs for specific disadvantaged popu-
lations. The program provides matching funds on a competitive basis for
services designed to support cohorts of students from the early elementary
grades through high school graduation, thus the title “early intervention.”
These state initiatives have two primary goals: to increase high school gradu-
ation rates, and to provide preparation for postsecondary education or some-
thing equally meaningful. Such programs involve activities designed to teach
students about: college life, admissions requirements, and financial aid pro-
cedures; career options and the education necessary to achieve them; and
self-esteem and self-motivation.

The intent of the National Early Intervention Scholarship and Partnership
Program is fo provide funding to each state. Currently, states must com-
pete for limited funds, although students in all states could benefit from
programs of this type. Federal support should be increased to provide each
state with up to $1 million. This increase should not come at the expense of
funding for TRIO programs, which have a long track record of success and
deserve the highest priority.

Create a new program, modeled on the U.S. Department of Education’s
Fund for the Improvement of Postsecondary Education (FIPSE), that
awards competitive grants to institutions that develop and success-
fully administer systemic efforts for increasing student persistence.

The creation of a separate grant program for institutions to encourage the
development of systemic student persistence efforts would offer two signifi-
cant advantages: it would signal the federal government's substantial inter-
est in ensuring that students succeed throughout their college careers, and
it would encourage institutions to develop creative solutions to the problems
of student dropout and stopout. The goal should not necessarily be to cre-
ate new programs, but rather to alter the campus culture in such a way as to
increase student retention systemically.

The funding required for such a program to be successful would be modest.
For example, if funding equaled the total resources now allocated to FIPSE
($17.5 million in FY 1995), approximately 100 innovative grants (ranging
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from $150,000 to $200,000 annually) could be awarded to develop new meth-
ods for maximizing student success.

implement the Student’s Total Education Package (STEP) proposal
from the National Commission on Responsibilities for Financing Post-
secondary Education.

STEP, an innovative concept in federal financial aid, would fix the total maxi-
mum amount of aid that any full-time undergraduate student can receive
from the federal government. Under STEP, all full-time undergraduate col-
lege students would be eligible for the same maximum amount of federal
aid, but the type of aid they receive would vary depending on their own
financial needs and the cost of attendance. What would change, therefore,
would be the subsidies and their relative apportionment between grants,
subsidized loans, work-study, and unsubsidized loans.

Under this concept the poorest student would receive an aid package based
primarily on grants, work-study, and subsidized loans. The student from a
middle-income family would receive a mix of subsidized and unsubsidized
loans, work-study, and grants. The student from an affluent family would not
be eligible for subsidized aid but could still receive an unsubsidized loan.

The federal government wouid set the maximum package amount based on
the weighied :iationa! average per-student expenditures at four-year institu-
tions. Acco dii« to :e National Commission, this amount was approximately
$14,000 in *&55

The advantages of such an approach are obvious. Students who want to
attend coliege--or those who are aiready enrolied but uncertain about their
financial future--would know the exact amount of aid they could receive from
the federal government. Both the government and higher education institu-
tions could distribute and publicize this information to current and prospec-
tive students, cutting through much of the confusion and uncertainty about
receiving assistance.

Exempt high performing institutions from certain governmental regu-
lations to encourage greater emphasis on student success.

Under the SPRE program, institutions that meet any one of nearly a dozen
“triggers” are subject to extensive review by the State Postsecondary Re-
view Entity in their state. Examples of SPRE review triggers include default
rates greater than 25%, a failure to suomit audits to the U.S. Department of
Education on time, and a significant year-to-year fluctuation in federal stu-
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dent aid funds. These triggers are intended to spotlight institutions: that may
be engaging in fraudulent or abusive activities.

The flaw with SPRE and other new regulatory activities contained under
Part H of Title IV is that they treat all institutions with suspicion and subject
them to significant regulatory burdens. By focusing their efforts on comply-
ing with the massive federal student aid regulatory apparatus, colleges and
universities are often unable to devote energies and resources to student
support programs that positively encourage success.

One way of encouraging greater institutional emphasis on student success
would be to create a “reverse trigger list” for high performing institutions.
Such a list could include a variety of thresholds to ensure that appropriate
financial, administrative, and other requirements are being met. Institutions
that meet all of the reverse trigger list standards could thereby be exempted
from certain regulations, or might be required to report necessary informa-
tion once every several years, rather than annually.
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Conclusion

The goal of equalizing postsecondary educational opportunity remains as
important today as when it was first proposed at the federal level in 1965. At
a time when budget constraints and calls for greater accountability in stu-
dent aid dominate policy discussions, it is important to remember that post-
secondary education benefits the nation as a whole as much as the indi-
viduals being educated. By creating incentives for success through student
assistance programs, both students and the nation will benefit. Such an
approach will ensure that student aid will take the logical next step in meet-

ing the nation’s goals of social and economic prosperity as we enter the 21st
century.
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