'

DOCUOBENT RESUOME

ED 189 983 ~ 'HE 012 927
TITLE . Studv.of Proqraﬁfﬂanagement Procéaures in the Basic
- .Grant and Campus Based Programs. Final Report, Vol.

1: The Institutional Administration of Studentv :

L4

Financial Aid Progranms

INSTITUTION - Applied Management Sc1ences. Inc., Sllver Sprlnq, -
‘ ’ T md. : .
SPONS AGENCY Department of Pducatlon, Wwashington, D.C.,
FEPORT NQ G-129 : \ . .
POB DATE Mav 80 ' _ : :
CONTRACT 300-77-0498
"NOTE s 328p.: For related document see HE. 012 928
EDRS PRICE MFO1/PC14 Plus Postaqe. - -
DESCRIPTORS: College Studefitss; Eligibility: Federal Aid: ‘*rederal

Prograas: FederaW State Relationship; Financial .
Needs: *Government Sc gﬁ Pelationship: Higher
. . Fducation: Need tnal (Student Finarcial Aid):
N te " *%Program Administrat*on- Progran” Effectiveness:
Progranm . Implementation* *School Responsibility:.
*Student Financial Aid: Student Loan Programs
/
ABSTRACT 4 ' :
) The institutional administration of student financial
"V aid proqraps is éxamined in this first of a two-volume stuidy on
4 & program management procedures in the Basic Grant and Canpus-Based
: astistance prograns. ”Sections T and II beain by sketching the -
" “ backgreound and context of the subject of student aid with emphasis on
: ' igstitutionalpractices;, i.e., the history of ‘its development, 2
review of the &xisting literature, and a discussion of the
"~ distribution of \Federal student aid funds. Section III begins with ‘a
. frofile c¢f institutignal financial a office operations and
.concludes with a diﬁéussion of the Fﬁie:face jetween these offices
* and the Federal government. The final sections exploré various
aspects of the roYe of the institution regarding student need
-analysis, budgeting, aid packaging, loan management, student
inforsmation, monitoring and validation. Appendices include .major
_ project deliverables and the current financial aid programs
*w  adminictered by the 0.S. Department of Education. E}hibits, figures,
and tables offer statistical support throughout the report. (LC)

P ) “ ot

\ -
-
'

e e e e 2k b a3k o ke ofe ok 3 o ok ke ok ok e e Ak 3 ok ke ke ke af ol e e el OK Ak ke ok ke ok Kok ek ok ok R e ke ke o el ok ke kKK ek ok e ke ke

* .reproductions supplied by EDRS are the best that can be made *

* - from +*he original document. *
#*********************#***#**#t*******#*********«**********************

A}
—~— .~

P - ~

* r ) £ . - . - '."- ) .
* ‘ _ L A



o
.

- 4 i - .
» .
- .- S , Lhe,
¥ . I . [ | »
l‘_‘._ = B e va e b . S Ve R L B L TR R R v aac PP e 3
: P ]
. . . N v
H S A3
. ) R
< * .
1 . .
Al ~\.
. . - . . & - \
- . . ) - b
. .- ,
T (P r——— s e - S o - e At P e b P ot $ o e
¢ ) 4 ! . -
. / ~ ! - \
. v - .o " B a
g% .- & - J ' . ’ . .
E - - L. LA 2 S '
.. ,w‘f > : - = - l ) - .
3;4. ~
¥ E } N -
B ) , ) . . ) . . O
= . i ) .
VAN * { N . N R
. e ,
. k}«i‘ > . “ : . ; d .
T
m?.g,'; ' M N ) .
' vy .
N s): ) N - . \
\““ . 3 N ¥ : .t
O\J‘h o .
-—tn * - ' [ *y
il N . & - us o - -
o €o i
y RT
. W - ‘ EDUCar, o ENT O -
& N . . INaTG 10 e Eapry - 1 .
:S Nag 'Nsr,,(‘;“”?E . .
4 r R
1 i . B t, . OU('A,,,ON Ear - .
¥ . " .
"54 Vet Wy \ . K
Ly Py e ey
"‘ﬂ : N oow, o v ) RE pog, . / ot
e .- s n- [."[[ . [§] ’ » a
. ;-.c. te g, L A Reran - .
¥ ; - e e [y N, - . :
e . TR N TP Loy , )
] . fy o £ I ' o Ny, -
& , . ! f Y " N -
L“ [N 3 ", ERLYIS . RE g ‘ .
: ' . N, ¢ ~ .
Vi N, o VT e A
% . oy, ) y -
y P R .
.“‘“h* . T N
S N AR .
hd N »
g * : ‘ ‘ -
- » 1 N :
‘ . . | ' | 4
! . | - ) -4 /
. v . ) { » .
R ‘. 1 ' . - Yo, .
* 4 : . . . 5
' . > ', ¢
p d . - \ - »
‘- »
s ] . - ~ )
-~ . By
' . . ¢ . ) .
s , . 4
. - M - i '
A ) "
’ . . L8 ‘
. . ¢ .
- . ’
. 3 4 . ﬂ ) R
,
' Ty
. N N
L} * »
e N
, :
(\( -
™ : : *
o ‘ .
) [ v .
N . -
. “ . ) .
.-
s ' ‘ . .
R
. - ]
2 L ]
! . ’ - : ¢ ' - .
) Ld T - . . - nese had .- ——--.- - —— ) " e
. - . " ‘s W - § R Y LY BN N ’
Applicd .“,imuma-m}?nt Sciences, Inc, # 962 Wayne Avenue e Silver Sprives Marvland 20910 ¢ (301°385-8181
- ¢ . - - v
A ® ’ ' I' ! - . - ‘ . . - ) . & .
- ' S . W.‘\', M ARa Sl 2l ‘e -
. . 0 .
[y . ' a .
. . ’. ’ 3 . -
\ . . k
1] -
R (3 -
. v . - .
\)4 " ) - t
E T A
,]: lC ) B . - ) "\.- . ‘ - ] . . I
. - . e . . L e '.‘ v . Ag A o . . . i .
T T . : B . Lot . . - . v



This report is made pursuant o Contract No. O0E 300~-77-0498,° The amount
shirged to the Deoartment ot Health, Vducatlon, and Welfare for the work
CE%ulglﬂg in this report (itnclusive oI the amounts so charged~for any
oriof reporth submitted under this contract) is $985,402. The -aames of
€he oersons <mploved or retained by the contractor-. Wlth manageriai oOr

" nrofessional responsxbxlltv for such work. or for the content of the N

raport, are as follows:
- X . 7

. h { N v ' .o
Ao _ o Dr. Robert T. Deane, Project Director

Mr. Michael J. Puma, Prlnc1p§1 Investlgator_
T, Scott Millery Project Analyst . '
Mr. Richard Ellis, Technical Manager _
Mr..Alan Cohen,¢Senior .Research Scientist
‘ Dr. Joseph Felder, Technical Manager .
N - Ms, Wendv Dellefield, Project Analyst
’ Mr. Thomas Musso, Project AaAnalyst

~

ki

G129,

- : . STUDY OF PROGRAM MANAGEMENT _ | |
_PROCEDURES IN THE 3ASIC GRANT AND CAMPUS 3ASED PROGRAMS
FINAL REPORT .o .

- ¢

4

YOLUME I: THE"i&STﬁTUTIONAL ADMINISTRATION 0% STUDEﬁT
' “INANCIAL AID PROGRAMS
4

. ' May 1980.
. | ”’ .
[ ER DEPARTMENT OF EDUCATION
. . ¢ Office of Program Zvaluation y

Trangpoint 3uiliing, Rwom B-110
¥ashiagton, J.C. L20202 .

8
[N N

3 JuL 211989




[y
«
. , . . _
* P
h A ]
Y
¢ ~ 7 ACKNOWLEDGEMENTS ~ ° '
- b
. : ' - I
f _ ' Principal Authors: Mr. Scott Miller
. \ Dr. Robert Deane .
- v : . Mr. Thomas Musso

v R '

Other authors contributing to this volume were: Ms. Wendy
Dellefield, Mr. Michael Fuma, Dr. Joseph Felder and Mr. Richard Ellis. |
L -
This study could not have been completed without the @ssistange of .
R Ms. Billie Hulse, Mr. Richard Joseph Ms. Raiford Durham, and Mr. Douglas
' Darby who supervised the editing, codlng, and .receipt control aspects of
the data collection efforts. pecial thanks are due to the’ remginder of
~~the staff of Applléd Management S&\gnces technical assistants who readied
the raw data for inclasion in the computer file.  The eighteen field
X . interviewers wha cggﬂucced the "site visits for this atudy’deserve notice
- for the high qualify of information which they obtalned under gometimes /F
.. adverse, but always unique, conditions. i . N
o0 The prOJect staff would espeC1a11y like to express it gratitude to -
! Dr. Alexander Ratnofsky and Dr. Salvatore. CoralIo who have served as
f .\PTOJeCt Officers on thrﬁ study. Throughout the course of this study the
' project staff has utilized the services of an Advisory Parfel consisting
of: Ms. Goldie Claiborne, Director of Financial Aid for Howard
University; Dr. "Dale Hyerstay, Director of Financial Aid for the
University of Vermont; Mr. Mérle Lange,’Dkrector %f Financial Aid for
Glendale (Ar1zona) Commun ity College; Ms. Joyce Dunegan of the National
A Association of Student F1nanc1a1 Aid Admlnxstrators, Dr. Jame's Hearn and
Dr. Shany%n James of the Amerlcan Qollege Testing Program; Mr. Jael
Packer, Assistant Director of Governmental Relations for the National
Association of State Universities and Land-Grant Colleges; Dr. Barry
Chiswick of the Department of Economics at the'UnlverSLtv of Chicago at
Chicago Circle; dr,-Teh-wei. Hu of the Department’ of Ecogomlcs at
“Pennsylvania State University; .and Dr. Dallas Merrell resident of
Merrell Associates, a management consulting. firm. Their expertlse,
opinions, and Judgement have provided addltlonal perspectlves to. this

study. .

Finally, all of {he persons connected with the 1nceptlon de51gn, .and
implementation of this-project remain indebted ¢o the financiagl aid
officers and staffs at the 172 postsecondary institutions which were
visited as part of the data’colldction efforts. Without the cooperation
of these personnel this 2}udy could never have come to a 3uc¢essfu1

conclusion. !
\ . . . .

*




{

[ ~
. t,," ]
! X
’ ‘ NOTE TO THE READER - 4 :
. “ :
* &
‘ .
This report _has been produced in three separate and distinct . /
volumes. Volume I “contains material related to the institutional -
_management of student financial aid;‘Volume II focuses om the effect of
the vario;xs aid programs on postsecondary studentd; the final volume is a
_ 3 . : . _
N ' Summary which highlights the most significent aspects of the study's .

.

findings. 1In lieu of a single abstract, the preface to each of the
.sections of Volumes I and tI provides an overview of the material

. discusged therein - (Volume I contains file sections; Volume II contains
two sections). For a summary of the findings of both volumes, the reader
is, of course, referred to the Suuﬁary volixme‘which was prepareﬁ for this

{ ‘

purpose.
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SECTION I

INTRODUCTION

PREFACE 4

26

L] .
N -

* Chapters 1 and 2, which|comprise Section I, provide an overview of

" the Study of Program Management Procedures in the Campus,Based and Basic

/

.

research on this subJect. Included are 313cu381ons of the study s

‘Grant Programs, and attempt to place this study in the context of current

-

research approach and methodology, a brief outllne of Federal
responsibilities ‘for finamcial ald, a h13tor1ca1 summary of the
development of the student aid concept, as well as a survey of prevxous'

11terature regarding the 1nst1tut10na1 role in student a831stance. All

of Chﬁpter L is repeated in Volume IT of thlS report, while. the 1atter

‘portlon of Chapter 2 is focusad on 1nst1tut10na11y related concerns. Thes

‘List of Selected-References, which is eppended to Chapter 2, concentrates

“primarily on literature which pertains to the institutional role in‘thet

v

o -~
student finanéial aid process,,

'.&._' : - N ) ¢ - c
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Al

_ This

sactions.

while sec

INTRODUCTION

OF THIS VOLUME .

report, the first of two volumes, is divided into five main
The f1rst two sections provide general supporting 1nfbrmat1on

tlons‘III, IV, and V provide the emplrxcal'results of this

study. Sections I and II begin by sketching the background and context

of the subject of student aid with empliasis upon institutional practices,

-

i.e., the history of its development, a review?é the extent of existing

l4terature, and a discussion of the distribution of Federal student aid

funds; Section III beglns with a proflle of institutional finahcial aid

offxce operatxons and concludes with a dlSCUSSlOH of the inter face

between thse offices and the 'Federal govermment. The flnaL sectlons,

explore various aspects of the role of the institution regard1ng

student-need analysis, budget1ng, aid packaging, loan management, student

information, Monitoring anq\valldatlon.

4

STUDY BACKGROUND

This

i < )
study is the third and final phase of the U.S. Office of

Education's (USOE) assessment of the impact of Federal financtal aid

L3
programs

Formally

Erograms,"

include:

gn postsecondary students, institutions, and state governments.
titled a "Study of the Impact of Student Financial Aid
or "§iSFAP," the components completed prior to this study

L
the design of a research strategy to assess.the impact of
financial aid (SISFAP 1); '

the study of the impact of Federal and state flnanc1a1 a1d
programs and policies on the choice process of postsecondary\
bound students (SISFAP II, Study A);

1.1 .
' 2;’_1

.
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. - the design.of a regearch strategy to assess the impact of

®
. financial aid (SISFAP I); - .

' béke study of the impact of Federal and state financial aid

. programs and. p011c1es en the choice process of. postsecondary
bound students (SISFAP II, Study A);

° the study of the way in which labor market conditions (and
perceptions thereof) interact with 8ducational coste and

financial aid to influenc® access to postsecondary education
%g (SISFAP II, Study B); -
° the examination of the impact of financial aid on student

persistence in postsecondary“education (SISFAP II, Study C); and

) the relatlonshlp between Federal and state student aid programs
(SISFAP 1I, Study D).

This remaining component (SISFAP III) was intended to evaluate the
effectiveness add'éfficiency of procedures employed ‘by the Federal
gerrnmeﬁE and by participating institutions of postsecondary educati@h
to operate-ana manage the-Cambus Based and.Basic Educational Oppottunity (

Grant (BEOQ) assistance programs. The BEOG program, currently funded at

$2:56 bil%ion, 1is the‘mainskéy of U.S. student. aid. .It is cent;élly

administered by the U.S. Office of Education and provides the eligible

poijiecon&ary student with &n entitlement to financial assistance which

can be used at any of thousagds of approved postsecondary institutions.
! The amount of the entitlement is based upon the student's.need (as-

‘ /// derived from a uniformly applied formula), while actual awards are
calculated using the cost of education, at the school the student has
chosen to attend. The Campus Based programs, on the other han&,’are
administered locally by the staff of eligible imstitytions. Théy include
the Supplemental Educational Opportunity Grant (SEOG) ; Natfonal Direct
Student Loans (NDSL); and College Work—Study.(CWS).

THE . IMPETUS FOR THE STUDY . . .

Evaluations of the Federal student aid programs, from profram.
appropnigtions to the distribution of funds, have been mostl ‘pieéemeal
in nature. @hile specif;c componqnfg of this complex system gave been
examined at several levels of sophistication énd detail, therel\has been,

prior .to the SISFAP project, no unified,:comprehensive analysis .of Ehe

9
.

.1.2




Federal government's involvement in the provision of funds for post-

secondary students. The need for such an in-depth, broad—seobe study,

\

however, "did not long go unnoticed. In 1974- the National Task Force on
Student Aid Problems (otherwise known as the Keppe& Task Force) was

formeds to examlne a complex ‘system that had become "...1ﬁcre351ng1y..v

troublesome to ‘the general publlc...."g/ Its charge was to examine the

¢ ' delivery system for student did while ignering the'broader issues of an
thppropriete social policy for the financing of postsecondary education.
™ While the Task Force addresséd many of the issues included in this stuay,
its recommendations were ‘derived in a deliberative fashion from the
.expertise of - the various panel members. As stated in its Finad Report,
its rolewas to lntegrate and implement the results of many eX1st1ng
effosts—into the broader form. of a total delivery system and then to
achieve the support and backlng of the associations and individudls who

n3/

can bring them into being.’ In a s1gn1f1cant sense, - the pro@lems

1dent1f1ed by the Task Force and its recommendatlons formed the basis for
the*formal\evaluatlve effort represented by the SISFAP studies.

. -
RESEARCH OBJECTIVES \ 2

“The Offlce of Education's 'interest in examlnlng these programs and

-

'thégr procedures is threefbld. to evaluate .the egultz of the
distribution Qf Federal financial assistance, funds among studenta;W1th

similar chargcterlstlcs, to identify the aid practices and procedures

that best meet the objectives of the Federal programs; and to provide the

data needed to develop a behavioral model of the flow of U.S. student aid

dollars. Specifically, the study was.desioned to examine:

° the relatlonshlps between program funding levels and program

"obJectlves, » . .
= . " the factors 1nf1uenc1ng the decxslons of institutions to g

participate in the programs;

' . the impact of application and aid distribution procedures on
both institutions and students; -

¢

E/Francis Keppel, Naticnal Task Force on Student Aid Problems: Final
Report (Washington, D.C.: U.S. Office of Education), p. l.

3/1bid., p. S.
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° the factors affecting the ability of postsetondary institutions
to implement the programs 1in accordance with the needs of .
students and the regulations and guidelines issued by USOE; - 4

° the factors affecting the participation of students in these "
programs, including counseling, consumer 1nformat10n,
appllcatlon processes, need determlnatlon, and “aid packaglng,

° the burdens and benefits of program overslght procedures (e.g.,
.monitoring and validation) for both institutions and the Federal
government; and )

. ' . L e LT, . 7
T e the impact of these programs pn postsecondary institutions,
particularly with regard to cost, changes 1in educational
quality, and changes in student body composition.
While this report, and.the sompanion volume on institutional
practices, address most of these areasy no attempt has been made here to. -
' ' j !. - L4 .
duplicate the material covered in reports previously issued-during this

project. A listing of ail such documents is provided in Appeifdix‘A.

THE SCOPE OF FEDERAL SUPPORT TO ﬁOSTSECONDARY'EDUCATION

s a
~ .,

- The bostsec;ndary education sector represents a significant poftion'
.of this nation's economy. ! According to the N&fionél Center for 'Education
' Statistics, as of autumn 1378, there were about 12.6 million students V}
. enrolled'i; more than 5, 000 institutions of advanced learning. Of these, :
“11.4 million” wgre enrolled in 3,046 traditional colleges, and the
remalnder in proprletangvschopls. While slightly less than half of the
colleges (r, 455) were publlcly controlled, this component enrolled almost

80 percent of-all college students.

With regard to the financing of po§ts‘condary education (see Exhibit
f.l), the Nﬁt&onal Center estimates that for fiscal year 1977 the
revenues to all of postsecondary e?u ation totalled $43.4 billions, 34

perteﬁt of which came from state and\local support, Zf percent from

tuition and fees, and 17 percent from \the Federal government. This is

further illustrated below in Exhibit 1.

This massive influx of public monies into the postsecondary education .
sector has grown at an incredible rate since 1965, farticularly in the x
area of Federal support (see'Table l.1). During this l5-year period, the

Federal funding of postsecondary education has increased from

.

Ca
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. EXHIBIT 1l.l: SOURCES OF FUNDS FOR POSTSECONDARY EDUCATION _ E
- . - ) .
. I3 , s N L I
J. ) . .
- . ] R
e - State & Local - " .
« 1 Covernment . .
Locsl, )
. State, and Postaecondary
N ’ Federal ' Studencal/ : ¢ Fducation?/
- Taxpayers . -
. (Collegiate
- ¢ ‘ Federal . F A and .
Covermaent " Noncollegiate
. S\ Sectors)
, ’ + . s |
. {
\‘ . . ¥
* f ) P}ivat. .
Philanthropy v Auxiliary .
* ¢ . and Enterprises ."
. . g Eandovment .
Earnings .
. -
. . ~
\ - « , \ .
. - \ : -
L3 . . ‘ . .. . '
»~ l/Aid to Students E/Aid to Institutiona
» R ( .
A. Grants and scholaraships . A. General inscitutionsl aid
1. \Aid distributed directlz to v 1.. Tuitiof{ and fee paymenta
. studenta bssed o ~ . 2.  Budget ropriatione °
' , . : ’ 3. Luwp sum grants ’ :
s. Read : 4. Vgrious types of capitstion grante
b. Ability . _ S. Gpran ssed on other units of
¢, Special purpoaee . workload or output -
‘ d. Income . S. Employwent subsidies
. . 7. Unnitrict“‘ gifce )
. , 2. Aid distributed through *8. Unrestricted earnings
institutions based om . P “. N
) B. Categorical sid (current)
e, VNeed & :
M . b. Ability o - 1. Program support
e. Special purposes . 2. Projnc_t grants and contracts
. . d. [Income J. Service contractas
- . , - 4, Restricted gifts 7
‘ M‘- Losne (subsidized portion) : . 5. Restricted esrnings ’ :
[}
1. Direct losns <. Construction sid
2. Guaranteed loans [ : - *
. 3. Institutional loanas 1. Project grants
# 4. Tuition deferrala. N . 2. Direct and indirect intereat
. subsidies
C. Tex deductions for families or students . 3. Gifre
. ; 4. Uaer chargeas
)
D. ‘u benefice
. > . .
. 1. Tax exemptions for inscitutione
s : : . 2. Tax credica for dbnors
3. Tax deductions for daonora
N © E. Other institutional aid- :
. . 1. Ir-kind gifts
2. Use of property, facilities,
. or equipnen‘
. J 3. Cooberative services

Source: - Nationag Commission on the Financing of Postsecondary Educationm,
-~ frazewggk for inalvzing Postsecondary Education Financing
Policies, May 1274, .

-
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FINANCING POSTSECONDARY EDUCATION: WHERE DOES-THE MONEY COME FROM?
s

t
i
—
w
—
i
t_‘
"o

State and Local
$14.9 Billion -

Other™
Gifts, Endowments,
Sales, Services, etc.
$12.3 billion

Tuition and Fees
» From Students »
$9.0 Billiom .

-

N

—
¢ -
Federal
§7.2 Billion
- (Excludes Student
Aid)
2
N D -
- “
7
S ) ' \
) , ~ b -~ :
Total Federal Add ~ o o i : .
] . -
$12 billion<~ S~ o - .
. . —_— - |
L]
TOTAL = §43.4 Billion R
< : _
. . Public’ = $29.3 Billion a .
Private = $§14.2 Billion .
Source: Yational Ceater for Education Statistics, Financial Statistics of Instizuzions
N * of Higher Educacion, 1976-77. Table 123, )
., ) .
L/Includes: Student Aid, Iastitutional Support, Progzram Tunding and lesazroh, =xcluding
@cial Securitr--Data Irom the Jflice of Manazement apd 3udgzat, Specilal
e snalwsis, L13578. - < ;
. l. o




TABLE 1l.1: PERCENTAGE INCREASE IN FEDERAL SUPPORT TO POSTSECONDARY
EDUCATIDN 1965-1979 ’

[N

'~ToTal Percent Change ° ' Average ‘Annual
1965~197% _Percent Increasel/ .
Research Support’ ' 234 . L9 .
Institutional Support ’ 222 . N Y N
Aid to Students ' 3,830 - ) 30 \ .
3

Source: OMB, 1971 1979, Specxal Analyses, Budget of- the United States.

1/ compounded rate of increase, i.e. Ve = Vl(l + r)“ =

-

approxumately $2 billion to a staggering $13 bxllxon--a total 1ncrease of
550 percent, or an average: annuﬁfflncrease of about 13 percent The most
dramatic rise, as shown below, has,occurreddxn the area of direct student

a351st‘3ce. - : S ) , e o

In 1965, it is estimated that the Fgﬂeral government pr0v1ded about
$200 million in student assistance; however, by 1979 total Federal
outlays fof-stuants (inclusive of all programs, e.g., Office of _
Education, Social Securify, Department of Defense, etc.) approached $8 .

billion. Even more telling is the fact that, in 1964, Federal assistance

. helped meet about two percent of total postsecondary student costs; by .

1979, it is estimated that the Federal con;ribution had grown to about 15
percent of the total. Clearly, Ehe Federal government is rapidly
approaching the status of a ma jor partner 1n the provision of higher

N

education to America youth.

CURRENT TOPICS OF THE DEBATE ON STUDENT FINANCIAL ASSISTANCE

The flrst years of the 1980s will be especially crucial in chartlng
the future course of Federal lnvolvement, the role of the 1nst1tut10n,
and the perceptxon of the student's place in the aid process. Therefore,
the decision to authorlzewij§tud of this magnitude, scope, and cost on

the topic of student financial aid was made with full awareness that its
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final product would, among other things, provide a valuable reference for
those engaged in considering the current issues of debate.on sthdent'~

financial .assistance. These are briefly discussed below.

~

Congressional Reauthorization . - ,(/r

. -
Y L3

The most active forum for the airing of views on the realm of Federal

involvement in student’ aid.is the current drafting of the Reauthorization

of the Higher Education Act of 1965 by Congress.. At the time of this

C o ees R . . =X
writing, the House of RepreSentatives has passed its own version of a “iﬁﬁ
~ ‘ ) . . -
b * reauthorization bill, while the ,appropriate Senate,/Committees are . T
preparing to begin a mark-up of its own reauthorization proposal. = e b
. ‘ g * » > |
‘ ' The, scope of the debate on reauthorizatiom has been virtually

‘ limitless. In addition to determining the levels at which the Basic

o Grant and Campus Based programs are to be fund%(¥for the coming years,

Al

Congress will be examining other aspects of the Efﬁnncxal aid process.
Be}ow, are some examples of the issues which have ‘been set Béfore the

Seﬁébé‘and'Héuse as they consider Title IV legislation:

e refinement of the BEOG and Cagpus Based need analysis formulas
' (e.g., asset protection allowances, definition of 1ndepenﬁént
student status); -

e financial aid funding for less than ha1f~time,§t;dents;
e expansion of aid programs directed to assist graduate studends;
' ° " restructuring of the Federallf sponsored student loan programs
(e.g., establishment of a national loan bank, consolidation ofgz; )
the NRSL and Guaranteed Student Loan (GSL) programs);
. elimination of the payment of subminimum wage to“some'Coliege.
- C . Work-Study recipientd; and
- o . revision .of the formula by which USOE allocates Campus Base@ -+

funds to participating institutions.
-

Student-Consumer Issues$

-

The student-institution relatlonshlp has acquired new significa
the last decade as soclety attempts to 1mp1emenc, through massive federal
funding programs, the Aper1can dream of open access and free choice in
pr-tsecondary education for all citizeﬁig In such a confext,

‘institutions of higher education, logicdlly and ethically, should deal

- A d
.
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in a fair and businesslike manner both with students who enroll and with

those who seek information about the educational service offered.i/

" The above.is a rather concisé oodification of the issues which
form the basis for the student-consumer movemeﬂt in the area of
student financial aid. Although students are~the most commonly
identi}ied "consumers" bf'studgnt financial aid, the term is also
brbad'End!gﬁ to include ﬁamily members (e.g., parents; spouse) who =

"are contributing to the support Bf postsecondﬁry students. .
Student consumerism also covers issues which are not necessarily
'relevant to this discussion of ‘financial aid, including eﬁploymént

-prospects of gwaduates, for example. Elaine H. El-Khawag, in an

" outlines the

article entitled "Effective Response to Consumerism,
basic areas of student-consumer concern which can be applied to a .

4 -
number of aspects of postsecondary education. These are:

~

1) pgotection from abuse, fraud, or misrepresentation; J -
2) better understanding of available options and institutions;

[ -
- 3)  commitment to develop standards of "fair practice" in procedural
aspects of the student-institutional relationship; and

4) "agsurances about ,adequate program quality.'"3/

Ms. El-Khawas views the rige of student consumerism as a very poéitive
step .towards at overall improvement of'postseconda;y education. She
p01nts out that in order to respond to the needs of consumers, an

. effective trlpartlte relationship will have to be established, with
government, institutions, and stuydents working in a cooperative manner.
All parties, Ms. El-Khawas contends, mist be preijred to reevaluate their

present positions and praé:ices:
: 4

In its call for increased respon51venes§ to the needs of

students in thé procedural aspects of their relationships with

postsecondary institutions, consumérism represents .a general

-

i/Joan Stark, ed., The Many Faces of Student Consumerism (Lexington,
Mass.: Lexington Books, 1977), p. 11.

5/Ela1ne H. El -Khawas, "Effective Responses to Consumerism,' in Stark,
1’b1do’ po 1250

’ \/’ . B




challenge to review existing practices and, as necessary, to develop new

. 6/ ,

procedureg to meet changing student needs.—

»

The development-of the Consumer Information Requirements® represents the
initial Federal response. to this organized call for greater consumer
awareness.‘,ln the'yeafs’to come, those advocating student-consumer
concerng hope to expand the cohsumer guidelines to cover a-broad range of
studént financial aid practices, including the awarding of aid,

determining need, and assigning College Work-Study jobs.

Uniformity of Practice

The initiatien of a systi? of Campus Basdd student aid progfams was
. : prompted b? a bel@ef émong members of Congress and {ISOE that there are a
variety of local Eaétors which could, and shoul&, influence the awarding
of student financial assistance funds. However, one has only to examine
the complexities involved in administering the Basic_Grant Pfogr;m to get
a feel for the impossibility of centrally administering the awarding of

! .
upwards of $5 billion in student aid funds.

* -

N By building in so much discretion on the institutional level, USOE
has created a system which contains some degree of uncertainty. 1In

response to the existing structure of .these prokrams, institutions will

necessarily develo§ practices which’ are unique to their own circum-

stances. %he concern of USOE is not’ so much the uniqueness of the )
_ practices, but rather that the outcomes they produce (phe awarding of aid, /;!
to students) will not be consistent with'the broader program goals. From |
the Federal viewpoint, schools must use their Campus Based aid allotments
to increase the potential for access and retention among students with
the greatest relative need. At this moment, USOE is considering whether
its-traditional reliance on the provision of guidance to financial aid. .
offices on proper practices is enough to ensure the;achievement of Eﬁe;é

. desired outcoges. The alternative is to promulgate regulations creating

a more unifory model of practice for all facets of the aid éwarding

- -
N -

. \
E/El—Khav&as,. ibid., p. 124.

-
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process (see Volume I, Section 3, for greater detail)},”thus leaving .thé

campuses with’ an administrative rather than a policy-oriented role in the

aid delivery 'system. Many of the subsequent chapters in this report will

address the existence of variant practices among institutions. Whether
the existence of such variance is a healthy sign that the system i$

- 4 . ‘ - . - .
responsive to local considerations or symptomatic of a violation of the

programs' legislative intent is the fulcrum of current debate on this

 matter. « ' - -

- .
Prevention of Institutional Fraud . . \

As a c¢orollary to the above discussion, consider that USOE must .
undertake an ongoing effort to ensure that the' funds which it.allocates
are expended in accordance with the law. By opting for a more
decentralized method of aiding stuégngg, USOE has,rin fgcf, increased Fhe
potential for the abuse of .public monies. In a recent effort to impose
external controls on thg uses which sschools make of Federgl ai&:funds,
USOE has developed a'sophisticat;d set of application and reporting

-

requirements which provide it with descriptions of who redeived Federal
studéng';id and in what amounts. Additionally, 'program review audits,"
which are conducted at the gnstitutioﬁ by USOE personnél, are designed‘to
provide the Federal govermment with more detailed records of the séecific
practices of sélected aid offices. ALI of these methods of tracking ]
institutional compliance are considered ig detail in Volume 1,
Chapter ll} of this reporf. Suffice it to say at this point that USOE
nust ;tﬁ;mpt to walk a very éérrow\line in this matter between properly
pr&%ectiﬂg public monies and not burdening'institgtions with an
inordinate %:ount of paperwork. o ‘ v
RESEA&CH-APPROQCH AND METHODOLOGY .
Due &0 the complex nature and large scope of this research project,
it was divided into three stages. Stage I inoluded the description and
evaluation of those ope;aﬁional a ﬁ’managerial procedures which could be
dg:és or interviews with USOE staff, and

analyzed using existing data so

the development of a detailed research design for a national survey of

1.11
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postsecond&ry Lnstltutlons and g?ggents. In Stage II, this design was
implemented using a natlonallv r¥ presentatlve sample of 172 postsecondary
institutions and over 20,000 ra domly selected students. Stage III of

the project, which was separately funded “and rebently completéd, was to

assess the impact of the Middle TIncome 'Student’ “Assistance Act (MISAA) pn
the dxstrlbutlon of student fxnangfhl aid. The assessment was based on a

quasi-experimental research design, carried out through a longitudinal

follow—up of the same schools visited during the Stage II survey. ~

While a detailed discushkion of the research design. can be found
e}sewhereflf the sempling strategy for this study ca&ﬁbg easily
sumarized. First, a list{eg of schoolgy eligiéle télparticipate in ,
‘eiﬁher the Basic Grant or any of the Cagpus Based programs, was compiled
using available USOE data files. Next, e institutions were\stratified,
or grouped, into 039f9£ 3% separate categories defined %y the(following

variables;

’

. e ) \ .
() control: public, private, and proprietary;
) level: University/4-year, and 2-year or less; '
° participation (for proprietary schools only): BEOG only, and

Campus Based schools;.

e

'y type of Program (for proprxetary shools only): cosmefolog§,
‘ business, trade/technlcal, q\s other; '

° state effort in flnancxal aid) defined in terms of the number of

need«based programs offered: five or more programs, two to four
programs, and one or fewer programs;

() select1v1ty, defined in terms of the ‘'scRool's average SAT/ACT .

score for all entering freshmen: schools with averages above
the median, and those below; and- '

e ' stze: 1,000 students or less, and over 1,000 students.

. . . i /
The nonprofit (public and private) 4-year s%hools were then ordered
within ®ach group on the basis of their average-tuition and fees so as to
ensure adequate representation of (this important variable. Finally, two

tvpes of schools were deleted from this population listing prior to the

J :

l/Applied Management Sciences, Tgchnical Report No. l: Sample Design,
Student Survey Yield and Bias,{November 1979,

1]
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selection of the saﬁplé:' those Wthh were hosgxta& baé@d (958 schools);
and those whic% had been included'in a study bei&g conducted by DHEW' s
Bureau of Studeqt Financigl Assistance (about 150,schools). The former®
were excluded:since they were étybical‘of the universe of schools in
“terms of their structyre and the ‘types of aid offered, and wére not of
particular policy interest. The lafter were dropped to avoid the

potential for overburdenlng certain respondents. t s

v

Once these strata had 'been formed, the‘sampte of 150 institutions ~
originally desired was allocated ;o eachfgrOup in proportidn to the
number in the populatidﬁ falling in each stratum, except that the initial
division between profit-mékiﬁg and nonprofit schools Qas adjusted in the
direction of the nonprofit institutions. Théé was necessary Dbegause
although the profit-m;king schools account for about 40 pgfeeqt_of the
échoéls, they account for only a smalL'proportion of the students. At
this point, the Office of Managemeﬁt and Budget (OMB) rrequested that the.
jsampléfof‘Q-year.public institutions be increased by ¥¥ schools. These

‘exnfh schools were alsg alloqated proportionally to each of the public
institution st¥ata, thereby lnbreasing the total sample‘:o 175 f,
postsecondary institutions. TheQé:E al selectlon of the samplé’of

schools to artlcxpate in 'the survéy was conducted randomly within each

of ‘the 32 groups, using the sampling proportion described above.

&

-

Within each of the selected schools, a random saéple of students was
selecte?-?y the .individual-local site Cesrdinators using detailed
procedures developed by Applied Management Sciences. Basically, the
schools were requested to: 1) compute a sampling ratio by dividing the
total enrollment by the required sample size; 2) obtain a listing of all
undergraduaté students registered at least half time (i.e., eligible for
Federal student aid); 3) stratify them by class level if at least a
2-year scﬁool; and 4) use- the sampling ratioc to systematically select a
random sample of studeﬂts. In most cases, these proceduges required o li
minimal adjustments to fit individual situ;tions. 1 number of//S

* - y
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schools (approximatel}.éight institutions) were unable to stratify their
students by class prior to selection. This was due mainly to the
c;mbinétion of aclack of data processing qagébility and an wenreollment
size too large to be ‘handled manually. In Ehese cases, the selection was

made by the schools randomly without prior stratification.

-

The practical work of responding to the objectives of this project

can be summarized as including:

e .the review of literature and of expert views on issues of aid
administration; '
e . the codification and analysis of basic data on the past *'

cperations of the Federal programs—-particularly the
authorization and utilization of Federal funds;

e a computer-based simulation analysis of .the Basic Grant program,

e _ the detailed, on-site investigation of financial aid pnactxces

in each of the 172 colleges and other postsecondary schools;
this work, carried out in early 1979, included—-

-— obtaining extensive statistical andy other data on local aid
offices, their work, and thelr probléms;

— - interviews with a number of campus official ‘directly

concerned with student aid, including school presidents and
deans, busxneSS ofﬁlcers, and extended talks with aid

personneY; ‘\\
S -= surveys of a random sample of all undergraduate students

enrolled at each school 1mvthe study, to obtain matched .
data on aid recipients and ‘monrecipients; and

== extracts Tr&@ the school records of the sampled

undergraduate aid recipients, to obtain detailed data on
individual needs, counseling, and aid awards;

° a less detailed mailed stirvey of an additional 1,100 schools, to

obtain key data for more complex and precise analyses of
“institutional administrative. procedures.

Collection of data and preparation for anhlysis are still underway for
the last component listed above (the mailed institutional sqrvey), and
will be ftreated in a separate report to be prepared by the summer of
1980, The Stage III assessment of MISAA.impact hgs been partially

completed, and the results were reported te USOE during early Apri; 1980.



. 3 )
Thls project has taken place, as prevxously noted, during a maJor

CongresSLOnal debate over future p011c1es and funding for these
proggams. Part of the function of this study, then, has also been to
serve as a squfce of information for those deliberating about issues
concerning éfﬁdent'aid?“ The data generdted for this project have a
longer-range VaLue as well. Student financial aid is an emergent,
professlon, the“newcomer among administrative roles in hlghe: educatlon.
The scope of activities, the professional practices, and other major
elements of the field are not w§11 codified. State, regional, and
‘national associations of financial aid officers, and othefé interested in
this aspect of postsecondary education are” beginning to deal with this
need to develop the profession. . Scattered articles and monographs
reflect a general susp1c1on that practices are widely varlable, that some
aid operations are lnadequately supported, and that, in general, students
do' not get sxmlaar treatment when they approach different institutionms.
. This project provides the first unified data base for the examination of
s these and related issues. It makes available a coordinated set of
1nformat10n on schools, aid. offlces, and students. It is. the flrst‘
attempt to assess, on a national scale, the performance of this critical
. part of the higher edacation system. .

[ ' «
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BACKGROUNDa .

[ . .
The real dilemma of American highe¥ education i# that we want so

many to go to college but must charge them so much to do so. The
history of the development and change in student financial aid in
institutions of American higher education is the history of 300 years
of struggling with this problem. . '

Rexford G. Moon, Jr.l/ \\‘Uﬁ-

INTRODUCTION

In the five years sincejgh%s was written, little has changed.
Congress, facing the difficult task of reéuthorizing the Higher Education
Act, is being bombarded with propoéalé on way;’to nédify the manner in
which students are now being supported——éehtralize the distribution of
Campus Based aid; change Ehe treatment of independent §tudents; create
separate student and parent educational loan programs; distribute aid on
';he.basis of income tax retgrn;——and the list goes on. The struggle, it

appears, has not yet been won.

While some of the propositions now before Congress are directed
toward relatively simple procedural changes,:others cﬁal‘engg the broad
goals of Federal postsecondary education policy-—the provision of equal
opgortunity. The decisions to be made are complex, and their impacts are
both large and pervasive. At stake are over $5 billion in public monies

per year and the futures of many postsecondary students and institutions.

1
.

1/Rexford 6. Moon, Jr., 'History.of Institutional Financial Aid in the
United States," Perspedtives on Financial did (New York, WN.Y.: College

Entrance Examination Beard, 1975), p. l.
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A BRIEF ﬁESTORICAL PERSPECT}VE

t
The Origins of Federabeugport: An Emphaéis on Institutional Support

Support and ‘control of hlgher education has, from the earliest days
L

of this natlon, been esgabllshed~as the primary responsxbllxty of the
states. This basic as umption of the separation of authorit} has, until
racent times, d;fined the Federal rale as being mainly that of
supplementlng the efforts of the states. At the Constltutlonal
Convention of 1787, sev‘Fal proposals were advanced to empower the
Federal government to establish institutions of higher educatzon, all,

however, were re;ected.Z/ / N

LN
This commitment to the\separation of authority, however, should not”

belie the long-established American tradxtlon of respect for education. ‘
"Given the ‘dominant Amerlcan ethos of 'democratic. capitalism' and 'rugged
individualism,”’ higher eddtation has had a value insofar- asg it has helped

y n3/

each Horatid Alger get ahead in _the economfic and social system
America hds not had a ?léss sgciety in the European sense, and deeply~
rooted in the operating norms of the nafgdonal policy is the belief that
upward mobility can be achieve§ through hard work and advanced

education. Thé ‘attainment of universal higher education as a utilitarian

goal, however, has developed over a long period of time.

Its roots can be traced to tpé middle of the 19th century and-the
presidency of Andrew Johnson. Embracing libertarian Jeffersonian
philosophy, “YAmericans under Johnsonianism chose to put their house in
order..."if as part of the period of post-Civil War recomstructiom.

The most notable step was the creation of a "Departmént of Education” on

March 2, 1867, ending a long debate ‘over the need to establish a place

-

R,

2fGeorge N. Rainsford, Congress and Higher Education in the Nineteeth
Century (Knoxville, Jennessee: 1972, University of Tennesse Press,

1975), p. 17.

>

3. Gladieux, and Thomas R. Wolanin, Cq_gress and the Colleges
(Lexington, Massachusetts: Lexington Books, 1975), p. 4.

4/prederick Rudolph, The American College and Universigg (New York,
N.Y.: Vintage Books, 1965), p. 203.

~
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for éduqation in the Nation's Capitol.él‘ Degpite the symbolic

importance of retognition to education, it was the original Morrill Land

Grant Act of 1862 (and the subsequent -Morrill Act of 1890), however, that
provided what would eventually become the ultimate bases for mass -

: Y
participation in higher education by legitimizing the role of the Federal.

- government to ensure educational opportunity to classes of citizens

previously excluded from such benefits.

4
The original 1862 Morrill legislation granted each state 30,000 acres

of land for each Senator and Representative it had in Congress. The lagg

was to be used to‘establish one or more instituitions of higher education

- for the purposes of teaching subjects related to agriculture and the

pmechaﬁical arts (see 12 Stat. 503, “July 2,‘1862). While of great

syﬁbolic imbS%tgnce, it was the second Morrill Act of 1890 that began the
actdal flow of Federal dollars for the direct support of institutions ‘Of
higher_education. Under this later Act, Congress established an annual,
graduated program of financigg assistance. In both cases, however, the
focus of Federal support was the institution and not the individual

student. The latter would not arise until the mid~-20th cenéury.

The’Begipnings of Federal Assistance to Student: The Early Focus on -

Self-Help ) .. .

Direct Federal payments to students, unld ; Federal grants to
tnstitutions of higher educatiom, are of r;ﬂg:r recent origin in the
United States (see Exhibit 2.1). %he first private endowment gift in
American higher education was given to Harvard College in the l7th
century for the establishment of scholarships and, until very recently,
most Federal student aid wasrsimilarly restricted to institutional )
funds. In fact, support other than "college money" played little role in
this nation's student aid fesources'until the early part of-the 20th

century. Faced with the devastating effects of World War I and economic

J

-

zE/Richard Lykes, Higher Education and the U.S. Office of Education

(1867 - 1953) (Washingtom, D.C.: 1975), U.S. Office of Education,
p. 3.
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EXHIBIT 2.1: SIGNIJICANT DATES IN THE FEDERAL SUPPQE? OF HIGHER EDUCATION

I. The Era of Institutional Support

1785 Northwest Ordinance

1787 Contract with the Ohio Company reserving two townships
of land for the support of a university

1802 Establishment of U.§. Military Academy at’West P01nt

1845 Establishment of U.S. Naval Academy at Annapolls

1862 Passage of the Morrill Act .

1867 Creation of the first Department of Education

1874 Award of nautical training grancs~f1rsq\?vxdence of
the principle of Federal "matchipg grants'

1879 First Federal grants to Howard University

1887 Hatch Act establishing a system of agrxcultural

t experiment stations

1890 Passage of the Second Morrill Act }

1914 Passage of the Smith-Lever Act for agriculture and
home economics extensipn

1919 Fitst Surplus Property Disposal made to educational

, ‘ institutions

1920 First® establishment of ROTC units on college campuses

II. The Early Programs of Direct Student "Self~Help" igupport

1935 “Creation of the National. Youth Administrdtion
. 1937 Public Health Service Fellpwships inaugurdted
III. Continued Student Support - The Advent of Nonreturnable
Suggort{ .
1944 . Passage of the Serviceman's Readjustment Act
1946 Establishment of the“'Fulbright Program"
1952 First National Science Foundation Fellowship awarded
1958 Passage of the National Defense Education Act
1961 Passage of Fulbright-Hayes Act

IV.  The Current Programs - The Goal of Educational Opportunity

1964 The Economic Opportunity Act
1965 The Higher Education Act : )
1972 _The Education Amendments of 1972
1976 The Education Amendments of 1976 _
, 1978 The Middle Income Student Assistance Act (MISAA)
b 1979 Creation of the Education Departhent
1980 Reauthorization. of Higher Educgtion Act

2.4 Q5
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H
depression, direct student support grew out of a commitment to mitigate

the impact of these events on America's youth,

The advent gf the Depression in the 1930s, with a quarter of the
labor force out of work, found vast numbers of studenﬁf\ieaVLng schools
apd colleges because their parents could no longer support them. As a

[

means of stemming this tide of the unemployed, the Federal Emergency
Relief Administration beganra program very much like today's College
-Work~Study program, to provide part—g!me jobs oi)campu& to assist these
young people to continue their education. Begun in 1933, this emergency
‘effort continued until 1943, under the direction of the National Youth
Administration. Overall, it has been estimated that over 6005900

students participated-in the program between 1935 and 1943.

All nonprofit institutions were eligible to participate, and each

institution was given a.student employment quota based on a percentage of -

regular enrollment. Payments were made directly to students but
institutions were respopsible\for providing jobs and for sélecting
eligible particgpants gn the basis of financial need. .This emphasfs on -
need as an eliE%Bility criterion, whilé admittedly a respopse to .a
broader social problem, established the prece&ent for the student

assistance programs that were to come a quarter of a century later.
. :

The second'program of direct Federal pafé%hts to students, the
student war loans, started during World War II, and was designed to
encourage students pursuing degrees in medicine, science, or engineering
.to comélete their education before going to work. Between 1943 and 1944,
approximately $3 million was 1oaned to about 11,000 students. While
modest in nature, this program continued the early emphasis on self—help
support but shifted the focus from current earnings (jobs) to future

earnings (loans).

t 3

The next step in the history of Fedesgu,Suppcrt was the Serviceman's
Read justment Act of 1944 commonly known as the "G.I. Bill of nghts..
Building on the precedent established in the Morrill Act, the G.I: Bill
authorized the most extensive program of 4id to students by providing

educational benefits for tens of thousands of veterans.. The G.I. Bill
. . ¢ :

A
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included tuition and living allowances paid by the Veterans Administra-

tion, and as Kaufman suggests:

This legislation was based upon, the assumption that educational
opportunity was the right of the citizen and that this country had
need for a highly*sducated population. Another assumption was that
education would lead to behaviors that could only increase the
wellbeing of the individual and the general growth and development of

the natlon.ﬁf ‘ : . ~—~\\

The impetus for this program was a concern about what the nation’
stiould do to assist the returning veterans to reenter thg postwar
economy. Tﬁaving.in;;rruﬁfed or delayed their education,lthe veterans
were sgen as being entitledto some form of compensation. The G.I. Bill
not only prov}ded‘such compensation but also reduced the negative

economic impact of a sudden édditiéﬂv?f millions of workers to an already

. stressed labor’ market. . : .

’ ~ ’ a
Th; G.I. Bill of Rights is gotable for Ewo reasons: it represents *
the first truly large-scale Federal commitment to the direct support of
postsecondary stu&énts; and it was the first program to provide such
support in the form of nonreturnable“aid. The emphasis of the G.I. Bill,
however, was not o;‘financial need but :§ther on aiding those who had
earned the right to receive public supporg. The objective of énsuriqg '

broad educational oppertumity had not yet reached the level of Federal

t . . .
N ¥ ’n

policy.

The National Defenge Education Act

DN

By the late 1950s, Fe&ggél commitments to higher education were .still
modest. In addition to the GI Bill, the most extensive programs were in
the area of research suppé&t under the newly'established National Science
Foundation. However, the lauhéhing of the first man-made satellite by

\
the Soviet Union in 1938, ushered in the era of inc;iasing Federal

involvement in high§% education. The policy of statle primacy was, at

least for the moment, put aside in the race to campete with the Soviet
Union. "Since Sputnik was a product of Soviet scientific manpower and

research. the United States Qépld meet the challenge by doing better in

sl

Rt .
€

<
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(5 S . &

éfMartin L. Kaufman, "Federal Aid to Education: 1867-1971", Journal of

Education, 1972 (154:3), p. 29. . %
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these areas.“zf

The hope of imp;éved'scientific education led in 1958
to the passage of the Nationalﬁﬁéfense Education Act (NDEA) which made
available low—intereﬁt, long—térm loans’ to needy students whose ﬁgideﬁic
abilities and choice of curriculum qualified them for such assisténce.
While the Act did not include the provisidn of nonreturnable aid (this
'§;s~a point of deep cohtroversy during the legislative debates), its
passage was a landmark in Federai higher education policy. Although it
was in%ﬁia}}# proposed as a temporary measure, it has become, as the
National Direct Student Loan (NDSL) prog;am, a-perﬁanent part Q€ what 1s

today a far broader éffort\to assist students. -

The Higher Education Acts- of 1965 and 1972: The Commitmént to
Educational Opportunity : :

“As the NDEA grew out of the need to counter a perceived threat to

national securiﬁy, the programs of the 1960s also evolved from feelings
"of national need. Unlike the earlie¥ case, however, the need here was
clearly inte;nal. Following the Iindslide victory of Lyndon johnson in
1964, the Administration‘launched the "Great Society's War on Poverty"
with the passage of both the Economic Oﬁbortunity Act and the Civil
Rights Act. The former supplied- job opportunities to low~income students
thgpugh the College Work-Study Program. The following.year, 1965, was
dominated by historic legislation: *Medicare; the Voting Rights Actj the

Elementary and Secondary Act (ESEA); and, in the wake of ESEA, the Higher

Education Act of 1965 (HEA-65).:

Alrhough the importance of HEA-65 was initial{j obscured by the
education community's focus on ESEA, its passage clearly established a
new social commitment to the advancement of equal educational opportunity

thrbugh ‘increased support for higher education. The "...benefits of

postsecondary education,...' are to be made avaliable to all ", ..qualified

-

Z/Gladieux and Wolanin (1976), p. 9.
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students who, for the lack of financial means, would be unable to obtain
such benefits without..."§/ the availaéility of external assistance. ~
As an outgrowth of the war on poverty and discrimination, public

attention was.finally focused, the financial obssgcles to higher

education, and public monies were targeted to people who xequired help in

overcoming this barrier. )

The nation's commitment to equal 0pportun1ty was not an invention of
«+ + the ferment of the 1960s, but was, rather, the natural result of a

philosophical perspective that has run through years of American higher
aeducation. The land-grant college movement, the GI Bill, and the postwar
enrollment boom all worked to achieve greaCerfaccess to the benefits of
continued education. "But in the‘lééﬂs, the concept and the iﬁealgof
equal educational opportunity took on new dimensions, a'newlﬁrgency, and
a central place in public policymaking for higher education. Ac‘the
opening of the 1970s it was perceived as a major part of the nation's

~ unfinished business."gl

Whaé is most striking about the Higher Education Act is its

establishment of a "moral imperative" to correct earlier wrongs. The

) climate of the time was dominated by a new consciousness-—the nation
became committed to resolving many of its long-standing social ills,
pértichlarly the breaking of the "poverty cycle." Such introspection
affectid every sector of the society, inclgdiqg the higher education
community. Campuses everywhere were forced to examine their records for
failures to extend the educational opportunities to ethnic m%norities and

-”"

the econemically disad¥antaged. - . '

?ff The xesult was a significant departure from the traditional
determinants of access to scholastic bemefits. No longer was eligibility
to be based solely on merit. Wlth the exception of a vague provision

tha\\“ev1dence of academic or creative promise’ be demonstrated,

LA
§fﬁigher Education Act of 1965, Part &, Subpart 2, Section 413A(a).
. ) 3
o 3/Gladieux and Wolanin, p. 15.
~ w/
-/
¥ -
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eligibility was to be bmsed, above all, on economic need. Whereas
education had previously been called upon to meet the national needs for
trained manpower and to expand research, it was now being asked to be the

""sreat equalizer'" of America's citizens.
-

. While quantitative evidence has not been strong in the ability of

education to ameliorate the effects of poverty, Jencks has indicated that:

...educational attainment is by far the most powerful measurable '
determinant of occupational status.... While we should be wary of
agsuming that access to higher education has a decisive causal effect
on a man's chances of upward or downward mobility, it seems fairly.
likely that it does have- some effect.l10/ - v

-

Similarly, Schultz contends that the provision of expanded educational

.

"...been a major factor during.recent decades Y

11/

changing the distribution of personal income."==

opportunities has
James Coleman,
~examining the broad issues of educational opportunity, has ?ointed out

that the responsibility for such opportunity has evolved in this country
from the passive role of providing free public education resources to be
used by the family to an active responsibility for creating equality ‘of y

12/

educationals-achievement .~~~

Jencks, in a related context analyzing the

effects of higher edulation on social mobility, concludes that: - S

There are, after all, only two ways to make men equal: we can reduce

the privilege of the elite or we can increase the privilege of the

nonelite....” The only practical way to move towar?s equality, then,

is to help those at the lower levels of society.l3/ - ' -
SR .

s

.,IE?ChristOpher Jencks, "Social Stratifiqgtion and Higher Education,"
Harvard Educational Review, 1968, Vol. 78, pp. 227-316.

ll!Theodofe W. Schultz, '"Resources "for Higher Education: An Economist's

View," Jourmal of Political Economy, May/June 1969, Vol. 76h\p. 3.

- .

12/1ames Coleman, "The Concept.of Equality of Educational Opportunity,"
Harvard Educational Review, 1968, Vol. 38, pp. 7-22.

13/ sencks, ibid., p. 316. "
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Clearly, this has been the lntenﬁ of the Federal student assistance

programs which have evolved sxnce "the passage of the Higher Education Act .

of 1965 (HEA~65)
J Tﬂis landmark law (HEA-553) included Five major components:

[ the establishment of the first program of Federal scholarsﬁlpéﬁ
for college undergraduates, the "Educational Opportunity Grants"
program, which provxded grants to studenté "of exceptional
financial need;"

° the transfer of the recently created College Work-Study (CWS)
program to the U.S. Office of Education (USOE) where the
government’ provided 80 percent of the cost,of part-time JOb(} o

. students (preference was given to students from 1ow-income
families); .

-

»

' renewal of the National Defense SEydent Loan Program;ﬁﬁ/

e the establishment of the Guaranteed Student Loan (GSL) program

. to increase the. gavailability of private capital for student
loans (for the students whose familiés had adjusted incomes of
tess than $15 000, an 1nterest subsidy was also provxded while
the student was in school); and

[ atégorxcal funding for bulldlggs and equipment such as
- asyistance for college. libraries and aid to developing
institutions.

The first three programs were "need based" as distinguished frem
veterans' benefits, or from institutional scholarships given for talent
or -academic achievement alone. The GSL program was included in order to
provide support primarily to middle~income families and as a meang'ég
diffuse the growing support for the use of income tax credits to aid
postsecondary students. The GSL component also established the first
consumer protection legislation for Fedgtal support to higher édhcation.

which was to be later formalized in the Education Amendments of 1976.

With the exceptiom 6f GSL, the student aid pipgrams established undefl

HEA-65 used a "Campus Based" administrative structure. College and

university administrators were given broad authérity to ascertain which

iﬁ/In 1972 the Educational Opporé&nity Grants program was modified and

- renamed the Supplemental Educational Opportunity Grants program
(SEQG). National Defense Student Loans were renamed Natlonal Direct’
Student Loans (NDSL). _ ' —

Sa



students :Ziggd aid and.to decide how much Federal aid each student
should reedive. Whlle this approach relieved USOE of most of the

-stafflng and management burdens involved in carrying out the new ‘¢
commitment to equal opportunity in hlgﬁer educatlon, 1§ soon gave riee to

serious problems. As Gladieux and Wolanin write:

The conviction grew among the HEW planners that the delivery system

-for federal student aid was haphazard and inconsistent. The system
seemed to fail...to provide students with adequate knowledge ¢f the
amount of aid tHey could count on; Eoo many comtxngencxes were
jnvolved. Above all, the system seemed to violate an important
rinciple: that students with the same financial qeed should be
treated equally.2? 15 /

L J . . . .
Also dﬁ%ing this period, many institutions saw cosg¥ rising faster

P

“ghan their revenues, leading.-to what Cheit referred to as.g "new

wl6/

depressxon in higher education."*3/ The drive for equality of

opportunity placed new burdens upon higher educattemN\institutions to

adapt themselves to a new and different group of students. Compounding

N - .
the problem were~the growing financial crises facing many colleges,
- s ok .
campus unrest, and a new wave of student consumerism. If any single word

can sum up the perxod of the early 19603 to the .early 1970s it would be
&«

fOrm. . 4" : . -
lfe\ S

In need of lncreased revenues, ifstitutiond turned to the Federal
H

government for ways to ease 6hé.burden. While a large part of the ,

L P . : P PR
academic community, and many in Congress, favored keeplng,tdlaxons low
;

*»
S

,'JL%fLawreqce E. Glédfedﬁg'and Thomas R. Wolanin, Congress and the
Colleges (Lexington, Massachgsetts: Lexington BooEs, 1978), p. 62.

16/Ear1 Cheit, The New Depression . in Higher Educatlon (New York, N Y.:
McGraw Hill, 1971).
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and persuading the Federal government to g1J~\1n5t1tutlons more money, a

different approach prevailed.— 17/ Reports of the Carnegle Commission

and the Committee for Ecormomic Development recommended that tuitions at

public institutions e gradually raised, provided adequate aid for low~
and middle—income students was made available. Ih principle, this would o
capture some of the tuition subsidies received by high-income students o
and redistribute those funds to support low-income students, and to
.increase institutions' revenues. After much debate, Congress passed the °
Education Abendmenﬁs of 1972 (EA-72) which resulted in direct student aid
rather than increased institutional aSSLstance. By so doing, the Federal
government abandoned its previous empha31s on' '"categ rical" programs and
sought to advance the concept of equal educational opportunity. The
Federal government became a sepgrate actor in'ﬁhe delivéry of
postsecéndary education and estzblished, at least for .the time béing,
direct ?inancial ail to students as the primary method of support to
higher gﬁucatidn. ) .. - éf/
The debate over Federal student aid policy durxng the passage of
EA-?E was, and continues to be, centered on proposals for direct a1d to
" students (and/or their families) and aid to institutions. " The
differences are wignificant singe they touch upon serious issues of
Federalism-~how the burden of payil for hlgher education should be °

Va
shared and how control should be distributed. -

" the concern has been related to the

\

On the side of '"who pays,

effects of what is often called "the cost spiral.". It has been contended
#

that by making the student the dominant beneficiary of aid, the’Federaldi’
- government would be creating an upward pressure on college tuitjons that
wouid requxre cantlnugily incredsing amounts of Federal ala’to help
students cope with the inflationary spiral. On the other hand, direct
aid to institutioms often cited as the way‘to relieve the pressure of
ingreasing costs; would have the Federal government, in effec¥,

underwritiang the nation’s higher educatiom ‘institutions.

o

ll/ﬂoward R. Bowen, Financing Higher Education: The Current State of
the Debadte, Ameriﬁan Association of Colleges, 197&4.

>

r

A

('\




)
-

The selected strategies also sdbstantially affect Ehe extamt power
relationships. If more funds are channeled to students, éheir choices
and préfereuces would influence educational decision-making. .
Alternatively, a strategy of direct.instiQutional support would put the
college administration in the proverbial "driver's seat." Greater
support for state programs would similarly shift the control to the state
legislatures, Relited to the aygument of contr91 are the “issues of -
diversity and quality in higher education. An argument for direct
student aid has the greater likelihood of making institutions more
responsive Lo market pressurés. Supporters of institutional support
counter that the only way to insure diversity and quality is to guarantee
the survival of the greatest number of institutions (public as well as

. /
private).

While renewing the other CampuS'Based\gngrQMS, EA-72 founded the

" State Stude&t Incentive Grant. program (SSIG) to expand the role of states
in providing educational opportunity, agd alsp created a new program of
Basic Educational Opportunity Grants (BEOG).. Tha BEOG program differ;
from the Campus Based programs of student aid in that USOE, with
Congressional approval, determines the criteria .and calculations to be
used in assessing applicants' -ability to pay for edﬁcation. A single
__ﬁormulé is applied uniformly throughout the nation and, unlike Campus
E:-Btrased aid, BEOGs aré "portable." Once a student has estabiished his/her
eligibiiity for a BEOG, hé/;he'can claim the grant for use at any .
eligiyle postsecondary inépitution in the country; In so dqing, however,
the Federal government cré;ted a dual .system of student aid

administration-—one for BEOG and a second for the Campus Based programs.

The result of these actions hés been the creation of a systeﬁ that-is
"...frustrating, unreasonable, intimidating and mysterious. Many public
officials and administrators pérceive it as unjustifiably complex,
inconsistent, ihequitable, Thege cenditions persist.in ppite of the

efforts of elected officials, administrators in government and education,

-

>
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and sPudent groups. Since 1972{‘ﬁoth government and institutional

" officials fhave made’ frequent attempts to reduce this confusion,

complexipy, and inconsistency in student aid. Most notably, in 1974 the

National Task Force on Student ATd@Rpoblems (the "Keppel Task ‘Force')
-made an effort to deal with the apparent variation in governmental and
institutional practices. Francis Keppel chaired the group of «.representa-
tives from the.Eollege Entrahce Examination Board, American College
Testing Program, private foundétions, educational institutions;‘state
student aid programs, and USOE. .Participants limited their attehtion to
matters of administration and coordination and did not attempt to deal |
with problems of social policy gnd program design. They sought to

1dent1fy steps that could be taken voluntarily by individuals and ¢

organizations direqtly 1nvolved, rather than by the imposition of Federal

control. The final report of the Keppel Task Force included recommenda-
tions regarding standardization of need analysis, application forms,
timing and coordination of decisions, packaging, personnel and training,

19/ .

and student appeals procedures.—=

In spite of these recurrent efforts to simplify and systematize,

studgnt aid, the diversity in practices still exlsts. As coqpluded by

Applied Management Sciences in our Site Visit Report:

The schools are, not always likely to fit a predetermined model of a
well-run financial aid operation, either in theplevel of effort and
resources they commit to this function or in the basic knowledge they
may have of principles of financial a1d operatlons.... We can report
majoy variaticms from school ‘to school in size, salary levels, and
degrees of experience of financial aid personnel' in the level of
sophiistication of aid packaging philosophiesj in the rigor and
objectivity of needs analysis systems. The range of variation in
level of practice would appear to be astonishingly large. Some
institutions have highly refined, rationalized, explicit,

-

3

18/Harlan Coopér, Dlverskgy in College and Unxver51ty Administration of
Federal Student Financial Aid, Doctoral Dissertation, Stanford
University, 1979, p. 13.

o~

19/Francis Keppel, National Task Force on Student Aid Problems. Final
Report (Washington, D.C.: U.S. Office of Etducation), 1975.
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well-supported systems for distributing aid to students efficiently
‘and’ fairly. Others appear to have no orgapized system of

distribution whatever....20
A

If a single word' could be used to categorize our pteliminary‘findings, it-

would be diversity. Preconceived assumptions of a systematic pattern of
aid distribution do not appear to match teality, at least on the basis of
our early analysis of the data. This {s not to say that diversity is,
in and of itself, a necessarily negativg finding. . On the conttaﬁ?, one

would expect differences to exist among schools, particulBely.since the

Campus Based programs were designed to best meet the negffs of individual

aid applicants. However, the differences observed frdf one schoel to the

next were not conflned to mattets of ptofe931onal appr;Lch (such as
packaging phllosophles for assembllng aid for particular kinds of
students) or of ‘discretionary prattice (such\as the choice to emphasize
or de-emphasizd various bampus.Based programs) .= Sugy factors were .
expected to vary (and iq fact'thgy did). What was ndéngﬁected was the
extent of these vartrations; the equally stniking.vatiance in the aid .
officéﬁ}' budgetary and admipi;trative support, working conditions, and
kinds of student aid resources that were available; énd,'most
importantly, thé,lbsence, in some cases, of any gystematic procedures for

dealing with all these matters.

. The Federal aid ‘programs and their institutional administrative
sttuctute‘ate vulnerable to critics who seek to replace: a perceived
51tuat10n of unbridled discretion with increased government regulation;
1nstxtut10na1 administration for government administration; BEOG for
Campus Based programs; or direct government t£;nsfet$ for income tax
fexpendifufes." Each new proposal for change has seemingly attetipted to.
move toward increased centralization in terms of both policy-setting and

program administration. In fact, adoption of a tax credit approach, like

Ve

2O/Applied Management Sciences, Inc.; Study of Progtam Manageméht
Procedures in the Campus-Based and Basic Grant Programs' Site Visit.

Report,” June 1979, .

-

rd
-

.‘ :‘ ) 2.15 d'l‘j

.‘ . . 4!’

-



that récently considered by the éongress, would have shifted the
administration of student aid from USOE and postsecondary institutions to

‘the Internal Revanue Service.

The Post-1972 Period

In tﬁé period since the passage of the Education Amendments of 1972,
the financial aid community has worked towards the refinement of the
existing system. The Campus B;sed and Basic Grant programs were
reaffirmed by the Congééss through the passage of the Education
Amgﬁdments of 1976. Rather than electing to restructure the ah;
programs,ﬁéongress bolstered them with the addition of new funding. As
part of this leglslatlbn, the maximum BEQG award was ralsed from $1400 %o
$1600. Additionally, the amendments included the Student Consumer
Information Requlrements. These requxrements recognized the rights of
students to have access to detailed, accurate information on all '
Federally sponsored student aid programs, expanding on a theme first
included in the GSL provisions of the Educatxon Amendments of 1972.21/
Stgdent ‘Consumer Information Requirements are detailed in Volume I,

Chapter ll, of this report.

The continued commitment of the ‘Federal govermnment to expand the
‘existing aid programs is further evidenced by the passage of the Middle
Income Student Assistance Act '(MISAA) in 1978. At the behest of
President Carter, the Congress allocated significantly more funds to' each
of the Federgl aid programs. and é&de changes in need anal}sis formulas in
order to extend eligibility for stﬁdent aid to personnel from middle '
class circumétances. MISAA also raxsed the maximum BEOG award to $1800
and lifted all income criteria from ;he regulation governing Guaranteed

Student Loans.zz/ '

2'”The Student Consumer Information Requirement also mandated that
institution provide enrollees and pro§pective students with a wide
range of information on education and ,career— -related tOplCS.

22/ thorough dlscu331on of MISAA and Lts effect on students is
contained in "The Study of the Impact of the Middle Income Student
Assistance Act" which was conducted by Applied Management Sciences as
a follow-up to this study.

-
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Tge latest legislative step was the creation of the Department of |
Education in 1979. Although it may ndt directly affect the current state
of student aid, the Department (ED, as it will be known), scheduled to
open its doors in May of 1980, shifts the location of postsecondary
programs within the Executive Branch.. The Secretary of Education and the
Assistant Secretary for Postsecondary Education will have major roles in
shaping the fzture of studeﬁt’financial assistance.
POLICY GOALS °

The passage of the £972 Education Act, as discussed above, created a
basic charter for Federal higher eduggz{g: policy; one that has had
e;during signiff@ance'BVex\phevggpﬁiﬁg eight years., As Gladieux and
Wolanin point out, "...the policy themes were largely unarticulated
during passage of the law and are only implicit in it. Others \were

n23/ They identify

voi¢ed again and again but only in catch phrases....
eight distinct, albeit interrelated, themes: équaf opportunity; student -
sovereignty; the division of Federal/state roles; Federal/state
partnership; broadéning the educational mainstéeam; reform and
innovation; information and accountability; and continuity. Some of
these aims are complementary while others are clearly at odds. quy
reflect the very nature of higher education legislation, i.e., a
collection of values and'objectives that do not reflect a coordinated or

cdﬁirent philosophy.

Eguél Opportunity

Above all, the goal of equal opportunity dominates both th@ law and
the legislative history. The principal objective is the removal of
financial barriers which might.otherwiée deter an individuallfrom the
pursuit of educatio? or training beyond high schopl. As Fife points out,

this goal has three objectives:

) to provide students access to a postsecondary education;
™ to allow students reasonable choice, i.e.,, freedom to select the
particular source of this education; and %\§

\

23/Gladivex and Wolanin, pp. 223-224.,
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) to permit retention or Rﬁrsxstence, i.e., to enable the student
to pursue this education to its conclus1on.2ﬁ

These are all distributive issues in that they deal with the ways in

which the benefits of student aid are meted out, to individuals.

For an individual to achieve equal educational opportunity, there
must first be available the access (defined as theé student's
participation in gome form of postsecondary education) to an-institution

) of higher education. As stated by the Carmegie Commission:
We favor, on the other hand, universal access for those who want to -°

enter institutions of higher education, are able to make reasonable
progress after enrollment, and can benefit from attendance.gél

Y -~

. Furthermore; the role of student financial aid programs should be to

. eliminate the financial barriers that prevent the attainment of this

26/

universal access.=—' As commonly interpreted, this means that all
students should have an "equal chance" to advance their education,

regardless of their individual intelligence or motivationm.

Student access to postsecondary education is influenced by Federal
. policies in several ways. §§§1c1es that either increase a student's
anticipated future income stream (e. g.; afflrmatlve action impact or
employment opportunities for members of mlnorlty groups) or decrease the
costs associated with college attendance (e.g., grants-ln-a1d,

fellowships) favorably affect the expected rate of return. Federal BEOG,

’

24/ 30nathan D. Fife, Applying the Goals of Student Financial Aid /

(Washington, D.C.: American Association for Higher Education, .ZA\
1975)’ p. 1. ‘

25/Carnegm Commission on Higher Education, Quality and Equality:
Revised Recommendations, New Levels of Federal Responsibility for

Higher Education (New York, N.Y.: McGraw Hill Company, 1970).

26/The National Commission dn Financing Postsecondary Education,
Financing Postsecondary Education in the United States
‘(Washington, D.C., 1973), p. 53.
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SEOG, and the State Student Incentive Grant 4SSIG) progréﬁs are one :
strategy -for encouraging further education for thosegwith limited

i

resources. :
The grant programs, of which BEOG is by far the largest, gztempt to
meet this objective by equalizing the financial barriers faced by
potential stfudents across family wealth levels. Toward this end,
expected family contributions from assets and-income are calculated, 2
level of student self-help is assumed, and grants are given to offset
differences in family aid to the student among participants. Thus, Basik
Grants may be seen as an attempt to equalize, total nonreturnable aid
(including expected parental contflbutloﬁ)'tha& students receive at
similarly priced institutions. The. remaining price (cost of education
minus nonreturnable aid) that students fac; for their postsecondary

education is assumed to be made up by students' loan and work.

A second'way in which Federal prégraﬁé may encourage increased ~
postsécondary participation is to neutralize imperfections in capital and
employment markets by making "self-help" a readily available option for
the student. The GSL and NDSL programs are de31gned to prov1de a more -
adequate capital market for students who otherw1se would be unduly
penalggzed. Work-study programs, by providing educatiomally related

on-campus employment, are also an important part of this strategy.
i | ~e N
Third, insofar as go/no-go decisions are based on student

perceptions, improved information, advisement, and counseling contribute
to better informed judgmehts. Talent Search and Upward Bound programs
are ex&mp%eé’of this Federal strategy. Other programs that assist in B
Fecruitment, provide career and occupational counseling, or provide
supportive gervices (remediatidn, veterans' counsélors), add to the
infdégation flow or help to instill confidence in students to advance
their education. Th&gr‘there are a variet?-of ways in which Federal *
programs impinge on the access decision and help to reduce b&rriers to

further education.

- e



The second component, choice, Is dependent upon the issues of access,

>

i.e., before a student can choose a particular school or educational,

program, .he/she must have access topalterﬁ%tives. As Pesqueire has noted:
Equal opportunity really is a two~faceted concept. f&%t 1s to say,

. : first, we should speak of access to an equity in postsecondary

education in terms of rates and patterns of enrollment. Secondly, we

should speak of access to and equity in types or levels. of

institutions, There are two dimensions vig§-a-vis equality of 2

educational opportunlty in higher education - choxce as well as '
access., 27 ‘ _ o

L " N

Implicit in the goal of choice is the belief that a student's motivation

& .
. in selecting a particular institution should be based primarily on

. . bl
Promotion of choice also recognizes that by allowing freer movement
between institutioms of various casts, greater competition will be

. ! encouraged. It is hypothesized that by increasing the dynamics of
_the market-place, institutions will be forced to become mor'e
sensitive ‘to the student's educational needs. Students, on the other

. hand, >should be expected to select institutioms that will provide
.them with the most education for their money. This will stimulate /;)
the less efficient institutions to reexamine their organization and
strive to become more efficient to compete w1th other

nonfinancial considérations. In addition, as Fife states:

institutions.28/ | |

The resylting diversity and competition amdng ingtitutions can‘zzrfﬁgﬁght
/
of, then, as a secondary goal of student aid.
‘ . - { - R
B College choice-—that is, broadening the feasible set of options from
) which a student selects an institution to attend-—-is also affected by
~ Federal programs. Grant-in-aid programs, such as BEOG, which base

assistance levels on the cost of college attended, help to raise the
pé;EETqu rate of return for high tuition optionsv 1f students are to be

enabled to select an institution .that best fits tﬁeir educational needs,-

B ~
i .
y . . )

then reducing differences in cost that are unrelated. to education

‘ -

[ : 7

? EK/R.E. Pesqueire, 'Equal Opéortuﬁity in Higher Educatiof: Choice as
Well as Access," College Board Review, No. 97 (Fall. ¥975), p. 33.

28/pife, ibid., .p. 33.

. | - S

2.20




h

—_—
program or q&ality~pr6vides a géeater measure of équalipy of opportunity
to the studedt with liﬁiged means. Improved inférmation and differential
assidtance levels (based on tuition charges) are strategies that broaden
the range. of -choice for potential studen}s amoﬂg'public and independent

institutions, and between community college wvocational programs and

. - - (3

proprietary schools. T ) 3

Tvé.final area, pgrsisteﬁceJ is related to the student's gﬁility to
comp&éég his/her educgtional\quectives. Strategies affecting
persistence are analogous to access sfrategies; completion of a course of
study cdn be considered to be a continucus series of go/no-go decisions
bdsed on reevaluations of added costs and benefits. In today's world,
where dropping-out or Sstopping-out are more gommbn,’the concept of
persistence must be exﬁénded over the period of adult 1ife. Late
entrance, or reentrancé, is becoming mote gommon, and Federal programs“
are significant insofar as they may penalxze, or be especially designed

to assist, the older out-of-phase student.

» The rates of return to investment in higher education are not linear

with respect to the number of years completed., - In fact, as Olson, White,

and Shefrin péfnt out; "college should be taken as a package or not at

all due to the large, yositive.effect of the fourth year of college (a
l Ilg_?_/' )

LY

possible 'sheegékin effect’). Yeét,,as is known, the dropout rates-
for college students a%e extremely high. Using National Longitudinal
Study data As a source, of/?ﬂose in Ehe high school class of f972 who -
“entered community collégeé in the fall of 1972, only 63 percent continued
in 1973. Similariy, for those who attende®®a 4-year college in 1972;

6nly 68 percent continued in 1974.

* N | ) -
A major assumption underlying student aid programs is that many needy

students require financial assistance in Yorder to remain in sc¢hool.
]

. ~ ) . .
29/ awrence Olson § Halbert White, and H.M. ‘Shefrin, "Optimal Investment
in Schooling When Incomes Are Rigky," Journal of Political Economy, -

Volume 87, No. 3, 1979.
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This hypothesis is supported by the recent findings of Maxwell who .
concludes that, controlling for parental income, type of institution
attended, race and educational coéﬁ, . ..aid alway$ increases
persistence...a¥N is particularly effective for low iﬁcbme students who
pay low or high tuition...."ég/ ‘

&

Therefore, the third goal that must be met for the achievement of
equal educatiodél opportunity is that of retention. As long as they are
qualified and motivated, students should be afforded the opportunity to
pursue their education to its completion. While this_ﬁay seem obvious,
it has been oftendgverlooked. Most student aid programs fhave sought to
maximize the breadth of the distfibution of aid funds and have not

provided sufficient emphasis on continuing support for ongoing

Students.éi/ ' N »

Student Sovereignty: .

As a corollary to the goal of edual opportunity, the law adhered to
the- concept ofstudent sovereignty in the market for postsecondary"’ )
education, i.e., the choices of stﬁdents, and’not institutions, are given
first priority in Federal suppotft to higher education. While arguments
were.advanced for institutional support as a means of ensuripng the
survival of private schools in particular, the legislation has g@early
articulated a desire to place the power of choice in the hands of needy
students. The integrity of the nation’s institutions, while an important

. ( .
goal, was seen to be secondary to responsiveness to student needs.

. The Provision of Federal-State Roles

The 1972 Education Act clearly reaffirmed the long-standing‘boundary

between staté and Federal éuthority. -Pr089égzs to underwrite the entire

&
higher education system were rejected in/favor of filling spewific gaps
4 o
4
L 39/ 3 ames Maxwell, "Effect of Financial Aid on Persistence in College,"
Paper presented at the Annual Meeting of the American Education
' Research Association, 1980, p,”10.

EL/National Task Force, 1975 /é;id.
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in the existing patterns of distribution. To the extent that equallty of
opportunity was not being affotded to certain types of students, tﬁe
Federal role would be to address such inequities. The states would

L4

retain primary responsibility for the provision of educational services,

Federal-State Partnership

o~

While on the one hand articulating support for state primacy, the
' '1972 Education Act also sought to encourage forms of, Federal-state
partnershipvs Specifically, it created the State Student Incentive Grant
Program (SSIG) which established a Federal-state matching arrangement to
increase fundlng of state~adm1nlstered scholarshlps for needy students,
the intent being to enlist the aid of the states in the drive to achieve

\ -

the goal of equal educational opportunity.

Broadening the Educational Mainstream

1Y

The Act gave recognition to nontraditiomal students and institu-
tions. Wh&}e more remains to be donme in this area, the extention of
suppart to vocational ptograms and to students who- attend less than full
time resulted in the federal adoptidn”of.a broader view of postsecondary
education and cne that was far more realistic considering the trend
towards lifetimpe learnlng and therorow1ng emphasis on occupational

- [y -

training. ) -

Reform and Innovation - . )

In addition to broadening the q:zji of higher education, the 1972 Act

also established mechanisms which, it indirectly, would work to

encourage change in the educational establishment. As,Gladieux and’

"...students, 'voting with their

-

Wolanin suggest, the intent was that
feet,' will carry Federal funds into the schools they decide to attend.
Moreover, the adoption of the concept of postsecondary education gave
federal recognition to a broader -range of options--a bigger marketplace--.
within which student choices could be exercised, thus hélping to assure
that the basic dynamic of the market, competition, would work more

efféctively."ég/

32/Gladieux and Wolanin, p. 227.
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HISTORICAL SURVEY OF THE LITERATURESS/

Early Literature <

Among the earliest research on the management of student financial

aid is work conducted by the Harmon Foundation in 1924. This

. philanthropic organization, whichvspecialized in "fhe trial of making
loans on business terms to college students,'™ conducted a survey of 326
postsecondary 1hst1tutlons to, "ascertain theories, methods and
experiences regarding the administration of funds for student aid." The
study concluded that: «(a) no generail}’accepted rules or methods existed
for the management of student aid; (b) there is no valid reason for the
administration of aid on radically different lines in the same type.of
school; and (c) scholarships should be given for scholarship achievements
‘and not, except in certain circumstances, as éharity merely on account of

need.
L3

. In 1932, the ngmon\Foundation published an evaluative report on
student loan programs, stressing that careful investigation is essential
in selecting new borrowers and that student loans should carry full
commercial interest rates and penalties. Additionally, this report urged
comprehensive counéeling systems.for all loan recipieqts. Besides being

a lending agency itself, the Harmon Foundation also published deveral
directories on student loan and scholarship sources (Hafmon Foundation,
1923a, 1923b, 1935). These,volumes provided students with a tool to

expand their search for educational funds.

The thirties and the forties saw the continued production of
literature on the subject of student aid, The first dissertation known

to us on this topic was done at tggahniversity of Chicagoe in 1935 hy

\\\ Cavan (The Student and the Financiggﬁgf the College: A Study of Student
Fees, Student Aid, and Factors Affecting the Proportion of the Cost of

Higher Education Borne by the Student). Theé same year saw evidence of

early Federal interest in the student aid, expressed primarily in the

-work-relief programs of the Depression era. A pamphlet, "The Emergency

33/a vist of Selected References is appended to this chapter.

)

THA
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Education Program §nd the College Student Aid Program of the FEAR" (U. S.
Federal Emeroency Relief Administration, 1935) descrlbes these afforts.
One of the earllest U.S. Office of Education (USOE) publications on the
topic of axd also appeared at this time. Sharpe and hls_cqlleagues)?t

the American Council on Education published Financial Assistance for

College Students in 1946, which was a directory of available student aid

programs. An example of a well-organized directory is one first

_publisﬁed by Keeslar in 1954 entitled Financial Aid.for College Students,
which has been updated periodically to keep pace with the changes in -

student aid «availability. . . .

_ With the 1950's there came a noteworthy shift in both the volume and
the critical flavor of work on aid fow students. Forecasts showed that
demand for postsecondary education could exceed the level that could be
-gustained by traditional systems of private or state—level.finaﬁcing.

The Eederai government was already heavily involved in sponsoring higher
education research, and the G.I: Bill had contributed to the higher
education of a large number of veterans who would not otherwise sought to
further their academic careers. The case for active Federal involvement
an student assistance programs began to take hold as a generally accepted
notion. One of those who used literature as a ‘forum for drawxng
attention to the Federal role in student assistance was Elmer D. West of
the dmeriean Council 6n Education {ACE), which published his Background
for a Natiomnal Scholarship‘?olicy in 1956. In the same year the e&itors

4
of Changing Times, the well-known Kiplinger- newsletter, produced a slim

volume which may have been the first consumer- orlented analysis of the

system (Student Loans~-Their Place in Student Aid). Despite the title

and its brevity, this report covers much of the same ground as this study.
‘ X ' { XY
. . Lo . . . ]
Administrative Issues: The Institutional - Federal Relationship o

With' the establishment of an on-going Federal involvement:in student
aid, the sphere of existing likerature expanded to included issues
related to the management of the aid programs. Publications concerning
decisions faced by institutiopns in t?iségegard became a mainstay of the

literature produced on student aid. The first detailed manuals for aid

P AN
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adm1n1strat10nftegan to appear in the early 1960s (e.g., Babbldge s

Student FLﬂancmal Aidk Manual® Eor Colleges and Universities, published

by the American College Pergonnel Association in 1960)." In addition, a .

‘ number of state-level studies were conducted during this-time,

: S -
particularly in'the{Northeast. ( : g

k]

The'fiqet assessments of ‘the National Direct Student Loan pfogram
(NDSL) were done by Robert C. Hall of USOE and released in 1962. This
was followed by a 1964 General Accounting Office report on NDSL the title
of whxch has a fdﬁrllaq Ling today (ggaknesses in A&ﬁnnlstratxon of the

Student Loan Programs Under Title IE of the Natlghal Defense Education

Acg“of 1958). A number of others conducted ma}éijessessments of the
general aid sy§§em at this time including: the College Scholarshlp

\
Serv1ce s Student’ Fxnancxal Aid and .Natiogal Purpose: A COlquUIUm,

Student Financial Aid and Institutional Purpose (1964), and The Economics

of Higher Education (1965); Rexford G.-ﬁoon's special study of U.S.

student’ aid practibes in 1%51 for the International Study of University .
Admissions, later EhQIished by the-8otilege Board as Student Financial Aid

in the U.S.: Administration and Resouéces (1963). Reviewing the scene

_in 1963; and Moon's 1967 study Finaumcial Aid to the Undergraduate -t

Issues and Implications (publxshed by the American Council on Educatlon)

Since the mid-sixties, the’ trends of‘lncreased 1nterest in financial
aid as an area of study, a greater and greater attention to detail, and
the broadening of the field to cover every aspect of the ‘student aid
process have become standard “fare. Manuals for guidance of aid personnel
have increased in number and have dramatieally increased in quality. Of

particular note is the new manual, Management of Student Aid, published

by the National Association of College and University Business Officers
(NACUBO), which provides a thorough treatement of most institutional

aspects of the present system. Another useful guide is Van Dusen's

Design for a Model College Financial Aid Office (1973). Step-by-step
manuals, designeq as guides to be utilized by financial aid officers Aave
been produced by a:;umber of private organizations including: the
National Association of Student Financial Aid Administrators (NASFAA),
the National Associetion of Trade and Technical Schools (NATTS) the
College Scholarship Service (CSS) and the American College Testing
Program (ACT). / .

Y
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Literature on Loan Management

s

As the scope of aid programs broadeneé, and as the volume of money
which institutions were administering ballogned to its present
proportions, writers became increasingly aware that aid offices needed.
assistance in designing specific aspects of their practices and
policies. One area which has demanded specific attention is the

administration of student loan programs —— specifically methods to
W

increase borrower repayment.

After monitoring repayment activities for seven years, the Harmon

JFoundation (1929 congluded that student borrowers in the 1920's were

excellent credit rigks; default rates were-less than two percent. Years
later, Ormes (1957),  Ruegsegger (1958) and The Massachusetts Higher

Education Assistance Corporation (1959) reached similar findings for

' repayments in the National Defense S:udégt Lo#an program and in several

k4

newly ofganized state guaranteed loan programs., With the wider

‘distribution of 1éans in the 1960s, came the emergency of significantly

higher rates of loan default. 1In 1965, the Subcommittee on Education of
the House of Representatives reported that 16 percent of th§ loans made
under the NDSL program were delxni?ent. The U.S. Office of Education

a

agtributed this high percentage of delinquencies to poor institutioqpi

. management and counseling. The findings of Abate (1963) and Hill (1965)

bore out this contention. The early seventies witnessed a number of
presentations designed to combat the growing rate of default. Some of
this literature "describe this problem (default), why it exists, and its
implications of the future operation of loan programs. (Mathis, 1973;
u.s. C;ngress, House Co&mittee on Education and Labor, 1974a} U.S.
Conéress, Senate Committee on Labor and Public Welfare, 1975; U.S.
Congress, Senate Committee on Governmental Operatioams, 1976) .34/ 1,
hélp improve loan management at the institutional level, Whyte (1973)

surveyed the lending practices of 30 commercial lending institutions, and

éﬂ/Jerry, Davis and William D. Van Dusen, Guide to the Literature of

Student Finangial Aid, GQSV York, NY college Entrance Examination Board
1978) p. 60. :

2.:2‘7- 6 :
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produced a list of ten suggested loan management practices. In another

éffort, Spencer (1974) developed a stepwise multiple regression procedure

to statistically-predict which students might be poor loan risks.

./ Other techniques for handling loan delinquencies have been presented
bl the U.S. General Accounting Oféice (1973), Maynard (1974), Wolfe
(1974) and Swift (1976). All these works present suggestions on how to
improve loan coilectioné at the institutional level. The rise of ‘
computer based systems for managing Ioag collections have b?en explored

{
by Miller (1975}, Wolfe (1974}, and Aiken (1974).

[}

Literature on Student Financial Aid C seling

To date, most research in the area of counseling studemt aid
recipfents and applicants has concentrated on methods of pfopérly
disseminating fimancial aid information to studénts agﬁ paren%s'(Whalen,
1975; Trutko, 1976; Von Klein et al., 1976). Inﬁovgt&ons in standard
approaches are offered by Bani;terfand Griswold (197&) and Bob and Davis
(1976), who suggest the use of group counseling sessions to‘more
effectively present aid informationm. Additionally, the College ~

Jiggélarship Service has sponsored experiments in improved/innovative

financial aid information dissemination (CEEB, 1%76).

¢« The role of formal c0uns§1ing in financial aid is discusged by
Johnstone (1973), Quesada~Fulgado (1974) and Fields (1974). Each afgues
for the need and importance ;f establishing and maintaining a personal
counseling relationship between the aid officer and student. Other
counseling-related literature seeks to define, more specifically, the
institutional responsibilities which must be recognized as schools
attempt to provide counselling services. Stamatakos (1972); Edwards
{1975), Comtter (1971), and CEEB (19?@) alldaddress this issue and offer

specific suggestions.

Literature on Data Processing Applications

*

As federal and locally administered student aid programs continue to
expand their scope, the need for developing new methods of managing

financial aid grows. Many administrators have concluded that the best’

»
N s
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bay of meeting this need is to incorporaﬁe data processing systems 1into
their aid programs (Brown, Jones, and Overman, 1967; College Entrancé’
Examination Board, 1968; Jepsen, Mateijka and Hulet, 1972; and Miller,
£ 1975).

»

« Jepsen (1973) and Jepsen. and Buchanan (1973) examined the application
of computer processing at postseconda}y institutions, and found that
although few financial a1d offices utilized computers during the early .
'1370*3, many planned to incorporate datanproceSSLng functions lnto their
operations in th¢ future. Recently, Cooper (1979) surveyed 108
institutions ifi California and found that YZdercent utilized coﬁputers :

for either,-compXation or printing functiom§?

AN

Other Literature on Administrative Practices

Given the Current state of the art, there are few areas of aid }
practice which have not been-explored in some form. The nature of
current need assessmen; procedures have been dlscuésed\EQ;£H§Q (1979), ACT
(1979), Keppel (1974), U.S. Office ofthe Comptroller General (1979), and
the General Account%ngeofflce (1979)f$ These publications either define
the current system;ﬁn use or present critiques based on theﬁr perception

of inconsistent practices. Péter K. U. Voight (1979) preseﬁt2{the

administration vilew of need analysis in his testimony before fhe House of
Representatives;Education and Labor Subcommittee on Postsecondary

Education. . -

#

~ The management of personnel in aid offices has also been a subject of
discussion. These discussions have cohcerned eemselves with the role of
"professional" staff in aid offices as well as the employment of
“part-time and peer personnel. Stanly Cross writing in the Journal of
College Student Personnel advanced the view that the financial aid office
should be considered in terms of its implication for the student. North
(1975), Van Pusen (1973), Edwards (1975), Fields (1974), (guclen (1978)
and Cooper (1979) all stress the necessity of developlng the Financial
Aid Director as a "professional" position, with special skills, adequate
compensation, and a suitable tolé in the inétitutional hierarchy.

, )




o

With‘the need for more pqrsonnel'to manage growing financial aid
programs, many colleges and universities afe now relying heavily\upon
part-time employees. The National Center for Educational Statistics -
(1977) reports khat 79'9ercent of all the higher educational institutions
in the U,S. employ part:time staff members in their financial aid
operations. In a similar study Tombaugh, Heinich, “and Ratnofsky (1977)
revealed the increasing assignment of paraprofessional responsibilities
to part-timers.. A variety of views on the use of part-time and peer
employees are contalned in many of the aid office manua%g.prev1ously ¢

noted.

Summary : ' .
The above is not intended as an‘exhaustive dissertation on existing
literature on student financial aid. 1Its purposé is to set out some of
¢ .
the basic themes.which have been expressed in the literature on this
LY .

vastly complex subject matter. Taken in combination with the review of

~literature in Chapter 3 of Volume II of.this report, it will pro#i&e'

potential researchers with a roadmap with which to begin explorations of

specific sub-topics in this area. For further reading, we recommend the

Guide to the Literature of Student Financial Aid complled by Davis and

Van Dusen (1978). As a_chronologxcal source of topics of discussion, the

Journal of Student-Financial Aid, published by NASFAA is also a useful

reference tool. Immediately following is a List of Selected References

which identifies the publications cited in this review and provides

-additional sources of reference on the institutional management of

student. tln&ﬂClal aid funds.
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SECTION II

THE INTERFACE BETWEEN POSTSECONDARY INSTITUTIONS AND
\ _ v THE FEDERAL GOVERNMENT

PREFACE

The §tudent f1n35§131 aid programs, established:by’ the Congress under
Title IV of the Educatlon Améndments of 1972, are the result of a great
deal of debate and discussion surrounding the selecgion~Qf a proper
method of'deliJ%ring financial.assistance to the s;ize;:j\for whom it is
intended. By electing to charge institutions with the pr{mary
regponsibility for the distribution of a large portion of the togallpool
of flnanc1a1 aid dollars, the Federal government has fostered a complex
series of intgrrelationships. Fos these Campus Based programs, the
institutions afeqrequlred to malntaln very specific relatlonshlps with
student aid applicants and recipients, as well as Wwith the Federal
government. As is detajiled in Appendix B of this volume, the Ba91c.Grant
program, which is the cornerstone of fhe Federal aid structure, is '

admlnlstered primarily by USOE. The more limited role of institutions in

'the BEOG program, their wealth of Caﬁbgs Based responsibilities, and the

relativgwposition of institutions within.the Federal financial aid system

will all be topics of conc&rn in Section IT of this volume.

Institutions of postsecondary education which choose to participate

in the Basic Grant and/or Campus Based student aid programs enter into a

.pistnership with the Federat government. The institutions and USOE are

mandated by the Co?gress to work cooperatively in order to alleviate the
fiscal barriers which confront student access and retention. For those
persons who are not overly familiar with the history and rationale
between this Federal—ipstitutional partnership and its implicationms,

Sectipn II is intended to provide background and resource material which

- will attach greater. meaning Lo the study results presented in Sections

ITI, IV, and V of this volume. -

IT.1 74
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INSTITUTIONAL MANAGEMENT OF STUDENT
' FINANCIAL AID PROGRAMS

GENERAL SCOP? OF STUDENT FINANCIAL AID MANAGEMENT

With participation in Federal fimancial aid programs, institutions of
higher learning inherit. certain management responsiblities. For example,
an annual application fgr funding must be completed. Schools must follow
a course of proper maintenance and retention of financial aid records.
Iﬁey'musa also

-~

ucational costs, student enrollment sizes, and recipient status.

periodically provide the government with informatiom on
Predqnted below is a discussion of these and other instifutional
respdnsibilities as they pertain to the Basic Grant and Campus Based
programs. Also included is an outline of the financial aid and
information services which schools must provide to any enrolied, or

prospective, student.
!

BEOG Responsibilitieél .

An institution must acknowledge several key administrative
tesponsibilities when handling Basic Grant funds. For example, Federal
reguiations require schools to verify the enrollment status of each BEQOG
reeipiént before payment is made. If it is determined that a student’s.

enrollmegt status has changed, jt is the financial aid officer's
responsibility to recalculate the original award. This award must then
be applied as the primary base for meeting the student's need.
Institutions must make certain that the Basic Grant award is not- adjusted

even 1f this practice results in overawarding. ~
B

3.1
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Financial aid officers are also responsible for attempting to correct
" any apparent discrepancies they discover on a Basic Grant application
- (validation). 1In doing so, the following actions afe recommended by the
D e . y
* All financial documents should be reviewed to make certdin that
the discrepancy is not due to variations in reporting periods.

Office of Education:

) The student should be contacted so that he/she has the
opportunity to explain or to correct the information in questjion.

:

® If there is proof that information has been falgified, the
institution must withhold payment of any BEOG award(s) and
report the case to the Office of Education for fugther
" investigation. A

o

.
* i

The institution's proper maintenance of Basic Grant awards is another
responsibility mandated by USOE. For each .student «receiving a BEOG, the
following must rgpain on file: a notarized copy of the "Affidavit of
Educational Purpose,'" in which the recipient agrees to use the awardy for
educational purposes only; an original copy of- the recipient’s Student -
Eligibility Report (SER); and a copy of an award notification letter
which contains the amount of the award and how it will be paid. These
and all other institutional records relevant to the Basic Grant program

must be made available to the Commissioner of Education for the purpose

of program reviews or audits.

JUnder the regWIati&;s of the BEOG"program, institutions are also
responsible for the completion of two reports. In order to determine
whether an institution's, authorization ceiling should be raised or
lowered, schools must submit the BEOG Progress Report three times each
year. This report allows for an adjustment ip the BEOG payments to an
institution 'as determined by both the actual and expected{demand for such
funds. The second required report is the Student Valgdat{on Roster.
Through th;s repdrt, the inftitution verifie's eac? recipient/s enrollment
status and the actual award paid out to each. Thé Office of Education
uses this information to reconcile the institution's Basic Grant account

~

at the close of each figcal year. ) : , ’

LI \ ' : .
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Campus Based Responsibilities '

3

Perhaps the single most important item in tLe managaggnt of the
Campus Based program is the propér and timelx,q&bmission of the Fiscal
Operations Report (FISAP). The FI represents the combined funding
application and fiscal Operations report for-all the Campus Based
programs. In its annusT’coﬁpletion,'financial aid managéra must not omnly
assess the presefit~condition of their Campus Based programs but also

predict the approximate level of funding needed for the next academic

year.j@ _‘ \

Kg in the' case of the Bagic .Grant program, institutions that reneive
Campus Based funds must make certain that these monies are properly
disbursed to a11 eligible students. Other responSLbilities of the
participating institutions include: maintenance of an effective T
financial aid counseling program; eva‘ggtion of aid applications,

notification to students of action taken on applications; packag&ng of

'._ﬁ.f-—:
aid; reweyion of aid packages to respond. to unique(student situati
maintenance of an accurate record Esgpiaé'system, management of an exi;\\\\\\\

interview procedure for loan recipients; and coordination of the p93§~

enrollment activities of the NDSL program. d

STUDENT SERVICES .~ )

‘ The Student Consumer Protection provision of-the'Higher Education - _ \\ .
Amendments of 1976 assures prOSpectizs'and enrolled students that they =

will be prov1de§.w1th proper consumer information regarding financial. ' .
aid. An institution which receives an administrative allowance for its

. . . . \ : N, . . 3
participation 1n any of the Feéderal aid programs'is required to pfq*; e
1 / ' . .

. the following:~
) Information on financial aid available from 1nstitutional,_
. $rate, and Fedetal sources,

° A descripti ob of how to ,apply for aid funds and what standards "
are used to determine eiigibility, ?

=/ Schools which participate only in the GSL and BEOG programs need to
+ .comply only with the Consumer .Information Requirements governing
guaranteed Student Loans since thé ‘administrative allowance for BEOG
recipients has never been funded. o 3
- 7
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- Figures on the-cost of attending the institution and its refund
; policy; ) - ' ‘
[ Information on the rights and responsibilities of a student who
receives financial aid;
\ ) ® A description of how and when aid is distributed among students;
' . A sample, loan repayment ‘schedule; i
) Information” on the academic programs, faculty, and facilities‘of
) the institutiom and,’ if possible, data on the number of students
- who complete each, academic program; -
‘e A list of criteria used to determine if a recipient is in good
a¢ademic standing; and
¥ e Institutional data on student retention.
’) The legislation also requires institutions to maintain an employee
who will assist students in obtaining financial aid informations This
' requirement may be wa}ved for those izstitutions that are too small to
- necessitate such a full-time employee. - d
SPECIFIC MANAGEMENT PRACTICES C
In attempting fo cope with the management responsibilities which are
_required.of participants in the Campus Based and Basic Grant Programs,
institutions seek ‘guidance from a number of sources. Among the areas
" which require.the use of specific management skills are: ’
° Personnel
. Loans
° Data Processing X B 9
) , ° Canseling ' I
° Records
. P .
. As was outli in the rev}ew of literature, in;luded as part of
' Chapter 2, a ber of ﬁon-Federal organizations and asgociations have .
. 'producé!’man “~for use by finangial ‘aid office(r)s in their efforts to
- o « make necess management decisions. The Fed;;al goJErnment has also
been a souge from which institutiogs can obtain guidagce on these

- yd/ﬁatters. _ ‘
A} -
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Federal Regulations Rgfgarfiing Management -
-

Although most of the regulations which are promulgated'by USOE

"address relationskips between institutions and the Office of Education,

.
L2

some spell out the procedures that institutional dfficials are to follow
when administering Basic Grant and Campus Based aid. Among the ones

covered by regulation are, by program: a

e  Basic Educational Opportunity Grant (BEOG)

" ~~ disbursement of funds

v == award adjustments |
!
-— ' recovery of overpayment -~ F

° Supplemental Educational Opportunity Grant (SEQG) - L
-— 3ward adjustments i
i

P, — recovery of overawards |
-— disbursement of funds .

--  record keepi rocedures :

° National Direct §;udent Loan (NDSL) ' \

~—~  award ad}uscments } \
- fecgyery of ovéfawgrds

~= disbursement of funds

-~ record keeping procedures :

-—- loan collection procedures

S
e College Work-Study (CWS) ' J

-—— .award adjustments ’
-— treatment of overawards _ :
—  disbursement of funds

record keeping procedures
establishmént of Wage Rates

Personnel Management

The manner in whish aid offices manage the use of personnel is
largely determined by the amount of available resources. As Chapter 5 of
this volume will discus§ in‘depth, tﬂbséﬂfﬁstitutioﬁs which have enough
employees to draw upon, face a number of choices regarding the
spécialized areas.-afr gstaff responsibilities which best suit their
situation. Potential positions which may ke found in a financial aid

office include:



financial aid director computer aqgl?st "
) assigtant/associate director data processing technician
. ' offi::\M3ﬂE§;r oo receptionist
counselor ) - peer couggelor\
. records manager | BEOG coordinator
CWS coordinator loa; officer N
A clerk : ' ' coilections personnel
! secretary ' : accountant

Few schools employ all of the above personnel; some: utilize more, some

considerably less, and a whole Kost at various points in the middle. ., -
0 ' Additional areas of study within Qérsonnel manégement are the use of peesr
employees, establishment of financial aid’”professionalism," staff

recruitment, salaries, and retéention. '

- ) C. Loan Managexpent ’ . j

' Institutions which participate in the Natiomal Direct Student Loan

17 " “> Program fage-a-unique set ¢ ponsibilities. Among the resultant
management objecti;es is the coordination of activities betweéq more than
one office ;ithin a school administration. The greatest cooperation in

loan management must, necessarily, be between,

...the financial aid and business offices, where loans originate and
“are disbursed and collected. So that no functiong are missed and a
smooth progression of administration is guaranteefl, a clear-ecut
"division of responsibilities must be made between'staff members
responsible for granting loans and those responsible for disbursement
and collection. These parties must coordinate their efforts sd that
procedures do not lapse, and all parties involved in admimistering
.. different phases of the loan program must be familiaf with the emtire
program. If the institution is small and if staffing requirements.
are such that a division among personnel is not possible, internal
"controls need to-be established to separate the various functions.
Good management practices prohibit the practice of approval,
. ~ disbursement, and collection as one.personl? function.X

The National Association of College and University Business Officers

(NACUBO), who provided the above quotation, advocates the establishment

.

. L1/ Natiomal Association of College and University Business Officers, The
.- Management of Student Aid. (NACUBO, Washington, D.C.: 1973}, p. 71.

-
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of loan offlcers who are separate from the flnancxal aid office. NACUB®&
ard a numher of oth organizations contend that the development of the
very specific skills which are necessary for the effective management of
student loan funds demand skecialized perSonnel and resources. As
outlined ?reviously, loan activides encompass a wide range of
dissemination and colle tions activities. Many institutions are
currently contracting out éome df the services which they are legaily
committed to provide. These are the loan management issues which will be

considered in Chapter 10 of this volume.

’

Data Processing : ‘

The recent rapid growth in the size anJ'gcope of student financial
aid programs has resulted.in a concurrent rise in the amount of tasks
which must be performed by finané'al aid offices. A number of
institutions have attempted to meet the rigets of this expansion by .

turning to various applications of computer technology. The aid

community is not unanimous ‘on the merits of the applying of data -

processitig techniques tb such areas as ﬁaekaging, where opponents fear
that the process will become "de~personalized." Aid offices around the
nation are currently facing decisions reggrding computer usage. NACUBO,
again, offe;s a concise overview of the contemporary mood régarding this

issue: \
Until recently, computer technology and cost have made it difficult,
if not impossible, for smaller institutions to adapt their aid system
to computer processes. With the advent of the mini-computer and
time~sharing facilities, paralleled by the developgent of spécific .
program packages, the computer i1s now ® much more attractive option
in the management of student financial aid. Although student aid
programs have been administered without the computer, the growth in
size and complexity of the total aid functjon dictates further. °
mechanization of previously manual processes, The met result should
be better service to students, with parallel improvements in
accountability. Computer appllcatlon in this area;is desirable for

several reasons.Z/ ) v - '

2/ wacuso, Ibid. p. l11. o R
\g
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As computers become a more and more accepted todl of the trade in
financial aid, the managegent and informatiog ;ontrol (i.e., access)
issues associated with their use will, undoubtedly become moye complex.
Aid office(r)s which utilize coﬁputefs face new challenges ti\eusure the

confidentiality of student records. When control of the computer is

centered in the school's business, admissions, or registrar's office,

these problems are compounded. For now, their compatipility with

recordkeeping, report preparation, correspondencé, and loan o

‘responsibilities is unquestioned. ' . \

are wholly responsxble for the provxsxon of loan~re1ated counseling -= .

Counseliing Management

.

-
>

The complexltles of the financial aid system have created probtems
for students as well as aid office(r)s. Prospective recipients of
student financial aid fequire the services of trained persomnel in order
to fully understand the, . range of available aid and sources and ensure .
that they receive the aid to wﬁlch they are entltled. Through the
recently enactéd Student Ccnsumer Information Regulatlons, the Federal
governmen; has, formally recognlzed the institution's role in prOV1d1ng

counsellng and 1nformatlon to “students and their famllxes. .

*

In order to properly lnform and counsel st&deqts on the various

- agpects of flnanCLal aid, many institutions have taken to speelalleng

e

the roles of counselors, For example, some schools emp Loy persons who

'
before, durlng, and a@ter a loan 1ig procured. Financial aid offxce(r)j’
mst 2lso provlde tralnlng for counselors in order to ensure the accuracy
and timeliness of\the services which they provide. In a number of
settings, counseling is assigned as a part~time responsibiliﬁy of
ffll-time aid offxce .personnei. This again raises’the issue of
"professionalizing” aid offxce functions.‘ As a fxnal note, aid offlcest
have most recently faced decisions regarding the use of peer counsgelors.
Although there is not a unahlmous sentiment regarding the -degree to which

peer employeesqgﬁbdld be utilized, -there is general.agreement that peer .

counselors can éffectively bridge some of the gaps which may exist in

o
~

formal counseling atmospheres.

L S .8 89 -
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Records Management ' A v

-
-

Record-keeping regponsibilities are paramount among the tasks which

e

) performed b 1nst1tut10nal financial aid offices. The Federal
R y J

ﬁirnment requlres that "hard copy files be maintained for every

\ recipieént of financial aid, even if a school has a duplicate file on
-7 éomputer'tape. "These records gust be stored in fireproof facilities and

securéd, so that access to them can be obtained only through spec1a1

permLSSLOn.. oo

" . R N L

» Deciwions lnvolvxng records magagement may be based 1arge1y on the

spaca limitations which axd offices encounter. Some lnstltutlons keep
complete flles on aid applicants as well, as.recxplents, others rely on

index-card flles, while still others have specific record rooms solely-

. . for borrower files. The management of records at the 1argest

ﬁstltutlons has necessitated the hiring of records managers who are

LS

- responsible for maintaining student records ensuring that students

.. and ‘aid office staff have access to the infdrmation contained in these
files. . ° Co . . ‘.;

at
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AN B ' THE DISTRIBUTION -OF FEDERAL STUDENT AID FUNDS

L4

et .

THE ACTORS" .
s S o i ’ .
The distribution of Federal student financial assistance 1s

accomplished through a rather complex process. Aid dollars must wend
their way through a cyclé'which,begins at the Federal Treasury and ends .
in the student's pocket. In-the process, Federal aid funds are

adminisiered and allocated by a series of governtiental and

= j

nongovernmental actors. : . \

- ' (-
Congress ;j .o B .

s i

- As with all fiscal decisions made on the Federal level, it is the

Congress which holds the ultimate authorlty to allocate funds for student
financidl a1d programs. The authorlzlng leglslatlon for student
flnanc1a1 aid programs (under Title IV of the Education Amendments of >
must make its way through the respective pollcy and appropriations .

subcommxttee and co%?xttee hearings and mark-up sessions of the House.of
“Representatives and the Senate; be approved by both Houses of Congresé;
and be signed Lgto law by the President. This legislation will, amou;
other things, sef Eo;th the fun§1ng celllngs for the Basit Grant aﬂd
Campus Based Programs; program parameters fof the Guaranteed Student Loan
Program; set out the 'guidelines for determining recipiént eligibility;
and declare the minimum and maximum awards which an'individhal student
may recieve. Once the f%naﬁcial aid appropriations bill “is signed i&to
law, the‘funds authorized beépme the responsiblity of USOE (now the

. -
> .Department of Education).

4.84 - '
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USOE N .
The Office of Education is responsib for distributing the
appropriatad student aid funds to institutions--in the case of Campus

Bascd funds; to students-—in the case of Basic Grant monies; and-te banks

and other lenders—in the case of Guaranteed Student Loan {(GSL)

subsidies. As will be considered in greater detail imSection IV of this.

Q

report, Basic Grant processing and awarding are conducteq.through a )

-

- 'system controlled by USOE. In the majority of cases, institutions assume

the_responsibility Eon'distriﬁuting BEOG checks to students, while at
schapls which belong.to_the Alternate Disbursal Systém (ADS), students
receive their payment directly from USOE. Guaranteed Student Loan
Interest Subsidies and special interest payments are madg by USOE in

response to requﬁfts made directly by lending institutionms.

In general, the formula for distribuﬁing Campus Based aid funds
involves breaking down the toéal_pool of dollars among the states and
- then dividiﬁg the smaller pools among institutions in accordance with
their applications for Cimpus Based'funding. The criteria whith were
used to determine the . amount assigned to each séate for academic year
1978~79 were based primarily on the number of students attending: full
time at postsecondary institutions in the specific stq;p-l/ Using
administrative procedures, _delineated 1n Chapter 6 of thlS rgport, USOQ

transmits Federal funds te indtitutions whlch must aghere to specific

regulatlons regarding their accqpnglng procedures. .

The allocation formula emplpyed to determine’institutional funding

levels for ‘the Campus Based programs for the year of this study (1978~79) .
. . K‘ ’

was as follows:
) institut™dN\s submitted their applications on Campus Based
- funding tS™§SOE regional review panels;,

-

o

!
l/The allocatlon formulas for each of the Campus Based programs differ
sl1ghtly and are considered individually, \ 1

W

/
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- . . ° o - . .
] these review panels allocated funds in accordance with the &
institution's need regardless of the allocation to each state
for that year; 3.2/ and .

° if institutions were dlspleased with their panel's "Recommended
Level of Funding" they could appeal, first through a regional,
and then a nati®nal, Adppeals process.

| .

The funding.level assigned to each state, which is the hub of the

3
.

allocation process, 'is determined by a procedure which is outlined belows:-

. ninety percent of the funds allocated to states are bdsed -on ,
' - statutory formulajy ) .
. o _ .
Qe . the remaining ten percent of the funds are first used to bring
@il states up to their level of funding in fiscal year 1972;
® . any remaining "ten percent" funds are used to bring states )

. funded so far at, the lowest percentage of their panel” . .
recommended level of fundlng up to a common minimum percentage
level of fundlng, and -

e’ once the final leyel of funding for each state is determlned .Ai
each institution's share of the recommended level of fun ing

determines each institution's share of the" flnal state .
allocation. . . .

. . . -
Currently, USOE is utilizing a slightly modified allocation system.

This new formula for distributing Campus Based funds has been developed

i an attempt to ensure that lnstltutlons whose students are the neediest

S

e

receive edough Campus Based aid to meet this need- adequately. This

¢

system differs from its predecessor primarily irf its increased tellance‘

- on need and decreased emphasxs on full-time enrollment as the determinant

of institutidhal fundlng levels. ' This change was prompted by a .
perception’that the reliance on enrollment criteria was no¥ properiy
addressing the intent of the Federal aid proérams. The re:atnder of this
outline concerns only Gampus Basedlfundsj—EEQG and GSL responsibilities

aré not, in the aggregate, ¢oncentrated at the institutiondl level.
z/This includes the D rict of Columbla and Puerto Rico; the Trust
Territories are al ted two percent &f the original poofﬁgf}honles.

Z o ‘3 -
L] .,
+ A . :
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‘ Institutions
Participating institutiods of postsecondary education play the role
of go-between in_the aid distribution process; they are the "brokers" of
Campus Based -aid monies. Through their annual applications to USOE,
institutions attempt to get the maximum level of Cadpus Based funding for
- their schools. Institutions are required to provide accurate, documented
- information to USOE or they risk being denied the funding which they
deserve and/or need. Once funds are approved and disbursed to the .
. school), the institutfon must assume the role of caretaker for these
-public monies (wofking within a set of guideliﬁéé'described in Chapter
7 S~ 6). Having fulfilled the task.of acquring aid funds, institutions then
must devote their energies to providing financial assistance to their
" students. %As will be outlined in greater detail in‘Sections IV and V of
| this repért, instituéions.also assume the role of & provider'of consumer
services. oIn this regard, the responsibil%ties assigned to institutions

include: ) .
- " - ' . i »

o disseminating information on aid programs to prospective aid
. ‘ \zspipients and their families; .

J e  assessing students' eligiblity and degree of need;

O . 3 :
o combining aid sources to meet the needs of the Students; .

providing cqunseling for aid-yécipients and nonrecipients;
qéﬁ}lege Work~Stu;§

2
N

- identifying jobs; ' .
. '4

o collécting NDSL loans; and 2000 : .
e - coordirating the disbursement of ‘aid directly to the student.
. ‘ . . : v *

- -

Students/Consumers o ) . .

)

. . co : AN
Only after FederﬁTifinancLal aid hgs wended its way through the \\\
governmental and institutional bureaucracies does it_finally reach its

- ‘intended target--the student.

‘
®

. Students and their fapilies have the obligation to digest the vast

N

- amount 6f financial aid information which is put.before them ‘and to use

that information to make intelligent choices regarding thé&® actual cost of

tendarfce "at various schools. Students-and family members art, indeed,

r ' - .
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the consumers of all of the institutionally provided services which are
itemized above. Their role in the aid process is linked intrinsically
with the nature of tucir specific institution and the practices which it

.

employs.

CONSISTENCY OF PRACTICES

-~

The universe of Federal student assistance programs is far from a

stable one. The number of potential influencing forces (e.g., financial

aid officers, students, taxpayers) on the aid allocation and distribution

process produces a system which is in constant flux. There is, there-
fore, a growing concern that as a result of this lack.of a consistent
approach to the provisions of financial asslstance, there may be a .

dilution of its intended benefits. A

Congressional Appropriations

Perhaps, the arena most prone to foster inconsistencies is the
Congressional appropriations process. There i§ no.need now to go into‘a
detailed discussion of the governmental and special intéfest pressures
which are exerted dally on Capitol Hill. Suffxce it to day that each
year “the leglslators, who make the decxsxons regardxng the ¥und1ng of
Federal aid programs, must engage in an annual debate which dete(mlnes
the size and.scope of the Federal financial aid programs. In a recent *
example, the Congress effected a Eundaméntai;alteratkon in the general*
perception of who the "targets' of stuéent financial assistance were
intended to be. The passage of the Middle Iﬁcome Student Assisfance Act
was the outgrowth of a Cbngressionally perceivgd "national mood" of .
unrest among thosa from middle income circumstances. - The result has Leen
expansion of Federal finane}al assistance to meet tﬂé needs of students

and families who, it has beem contended, ha®e trad{tionally been excluded *

from.public assistance programs. Current legislative issues surrounding

#

L 2 . . . . s . .
the reauthorization of the Higher Educatxon Act, é%upled*thh a growing

sentiment to reduce the overall Level df Federal spending, could
potentially alter or reverse this newly adopted polidy. ™ The tvpes“XQ_ J

chan&es 1a Congressibnal thlnking which occur -in student Exnancxal,axd

,polhcuﬁs can also be noted in a many other areas of decxdxon—maxlng which

v . f
are ‘considered annuﬁgly by the,House and Senates

C ..

. ’ .
. ) - - , r



Regulations . ”

[}

It is through the regulations published in the Federal Register that
the financial aid community is kept apprised: of the current "letter of
the law" regarding the administration of the Federal student aid
programs. R‘gulations represent the "official" interpretation of the
laws as passed by the Congress. USOE and the Bureau of Student Financial
Aid publish regulations regarding Title IV programs 1n reaction #0-

changes which are made in the Education Amendments, as well as to reflect 3

clarifications

the Bureau's policies towards specific aid areas. The

need for USOE to contigually refine .the fégulations which it sets forth

is prompted by ongoing eXforts to propetly define the Office's
relationship with participating institutions. The crux of this

relationship is the degree t§ which USOE exerts control over the internal

-

operations of aid offices. T§ cite a recent example, the.consumer

-information requitrements reprefented a major step by the Federal

government towlirds centralizin eff&rté.tq mandate the type and quality
of services performed by the afd pffice. La£Er chapters of this report
will address the centralizatj¢n issue-gs it relatJ; to student need
anélysis, campus loan management, and packaging, among other. topics. In
a very real sense, student financial aid is a new area of policymaking; a
system which is stillrbeing perfected. As part of their partnership with

k) . . * 1 ] . L]
USOE, 1institutions must keep abreast of regulatory changes and attempt to '

’

adapt to them smoothly.

Institutional Practice P
1]

" The nature of the Campus Based aid system vests the participating

institutions with a great deal of discretion. and freedom conceraing the

delivery of financial aid dollars to students:
. L] . A

-

As with many Federally supported programs, there reaches a point in
the allocation and administration of student aid funds at which the
government relinquishes direct contrdl of funds and passes respon-
sibility to an agent in the private sector. 1In student aid that
process Qccwyrs at the same point with each participating school--when

-



aid dollars aré\qiigfiéid'directly to the instituion. At that point
the potential begin individual approaches to the application of

student financial aid 3 ‘\\¥
Each institutional aid office.is linique, as comphred to other aid .

offices. There are innumerable i cal factoWE which\can, and do,
* ]

. - ., . y . . \B
influence the character and policies of instliitutiomal financial aid

offices. For example, the aid office may mirror the person at the helm,

as a field interviewer on this study noted:,

Y

- -

The differences between (financial aid) Directors covered all areas
of their practlc and personalities and were all, in some way,
reflected in the pdlicies of their respective financial aid
offices.2/ .o ' o

1

The lines of decision-making within aid offices may be msrkedly dis-
' !

others may delegate a great deal of authorlty, still others’ conform to a

similar. Some financial aid directors %ule'with an iron ffst,'while

variety of degrees of steuctural tigidity.

7 A\

a
. .

. :
The flnanCLal aid offlce is also a part of the” overall bureaucﬂatlc

ietup of 1ts respective Lnstltutlon. Rarely, 1f ever, are aid offices

. [y

autonomous units; the aid director is answerable to some person dh;eﬁ
higher position. This person may be the pregident, efeasurer, deen of
students, admissions director, or reglstrar, among others; dependlng on
the policy of each school. At the smallest schools these llnes of
authority may be largely info mal.i/ In recent years the s zable

increases ‘in available stud aid has produced a- trend %hereby schools

» 5o N .
are viewing the management o financial assistance as a studentr//;,f,ﬂ
. , [

! i

~

'3/App11ed Management Sciences,‘Site Visit Report (Sllver Sprlng, :

1979) pp. A.2, A 3 R _
A/Ibld., p. A.3. " Doooe
S/At some of the smallest institutions the president may‘ﬁérform the

duties of financial aid director. —_— S

- ; { )
- !
“n . ¢
‘. ' \ -
.o ’ ] ’ .
* L ] A 4 /90.
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personnel, rather than a bu31ness, offlce functlon,wlth special needs of

its own. Walter North', wrltlng in ‘%oneyz Marbles and Chalk, argues the

fdllowing. N

.
kN .

he thesis of assoc1at10n of the aid-éfficer w1th ‘the chlef executive
v fflcer_Ls‘r?fted in the reality that aid 1is too jmportant across
every. area o institutional operation and the aid officer is too .

fully obllgatéd to all the administrative line segments to be allowed .

: to be caught in a subordinate position where information from him

flows through others and Ls entangled in the conflicts between vice
presidents or deans and ls‘secondary to other’ concerns such a
~super10r ‘may have as a résult of other dutles.é/

ARY

Many Lnstltutlons, especially &4~year and‘larger 2- Year\colleges, utlllze
Lt
student and/or faculty advxsory pan%}% in drder to relach certain

-~

dECLSlonS on f1nanc1a1 ‘aid. - At some schools\these panels play ey tble

" in advocating campus needs regarding serviceg and financial support;

.

othez Lnstltutlons maintain adv150ry panels seem;ggly for show, assigning

+ th imited scope and less adthority. Again, tgls is an area where the

: . : . . . N
Federal pollcymakers have chosen to maintain a laissez-faire posture.

" Wllllam Van Busen,. in hlS Design for. a®*Model Campus Flnanc1a1 Aid Office,

. sums upthe raison ehind advisory panels when he states, '"all

parts of the lnstltutron sho

d¢ be involved in the dévélopment_of a
n7/ * . .

pollcy on F1nanc1a1 A*d.

Y of thlS report, such as stafflnv salaries, computer utlllzatlon, and -
others vary greatly based on #he relationship between i\e aid office(r)
a

and the institytional leadership (president, dean, bo
L} . .
A

of trustees).

8/, Keenej, et al., Money, Marbles ané\Chalk (€arbondale, Ill.:

"‘\: Sout®rn JITIinoid University Press, 19757, p. 2b64.

. r}l‘d
/f7/W1111am Van Dusen, Design for a Modelg!j!bdg Financial Aid Office

(New York, N. Y. College Eutrancq‘anmination Board, 1973), p. 34.
. . BN ‘
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Equity at the Consumer Level

(]
¥

\ - The isgue of variance in the practices of student financial aid

offices.dees"not lend itself to simple, black-and-white analysis. The

lexisténge'of‘variance{is not altogether good, nor altogether bad. It is
‘ ndt_te_be_intefﬁ?hted either as a signal that the system needs to be

_ compfétely overhauled nor‘should it be viewed without concern as merely

a résult.of ‘the system s adaptatlon tojflocal environments, Variance in
practlce should however, be v1ewed inf t rms of its effects on the

consumers of student financial ald serv1cesh The concern of. Federal

-pollcymakers 1s that students, regardless ®f their locale of attendance,

5rece1ve equal treatment when there are equal circumstances of need>\ If o2

varylng practices result in two students of equal need receiving '
substantlally different amounts of assistance (e.g., leaving ‘one with 4
large .amount of unpackaged need) then the system is Judged to be o

prov1d1ng 'inequitable" treatment. The issue of ' equlty 1s the core of

.any analyszs of the consumer wiew of the delivery of financial ald‘&~fn*—“

_ thls regert,‘as well as Report Volume 1I, the term equltyﬂ will be .

employed as a measure of the ‘uniformity .of treatment of students of

simildr circumstance regardless of the institution which they attend.

1

-
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;N§TITUTIQNAL.DESCRIPTIVE RESULTS -

S~

PREFACE

-

"

Chapteré 5 and 6, which comprise Section III of this report, will
elaborate on the current structure and condltlon of institutional

f1nanc1al aid offices. Sections I and II have presented information

+based on independent research, not from data obtained from the
Lnstltutxons in the study. The remainder of" this tett will detail the

facts and flgures Whlch were gathered from the varlous institutions in
4 \

the study. ) -

» .

a »

T -

By‘!&amlnlng the environment in which dec1slons regardlng student

f1nanc1a1 aid are made, it is hoped *that one can gain 1n31ght intc the

ratlonqi:}zehlnd the practlces employed by aid offices. (presented in V1

~Sections and'y).. At this tlme, no attempt w111 be made to show causal
relationships based on the three sets of data in Sections "I1f, IV, and

¢ V. Future examination of the data presented may provide a valuable '
starting point for-asSessing the inpact of individual aid office policies

.(i.e., personnel, operating budgets, and program participation), on the-

de11very of financial aid resources .and services to the consumers of the

student f1nanc1a1 aid programs.

< . -
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EXHIBIT IV.2: DETERMINATION OF NEED

~ TOTAL EXPECTED TOTAL GROSS
‘ STUDENT ) FAMILY' l ' FINANCIAL
. EXPENSE ; ST CONTRIBUTION NEED
BUDGET ’\ ’l (TFC) s\\k‘ . )
. . DEPENDENT STUDENTS INDEPENDENT STUDENTS
Direct . Indirect ‘Parental Contribution + Contribution from'
Costs of Costs of Contribution from student Student (and Spouse's)
Education Education assets +:contribution Earnings + Assets +
— from nontaxable income ' ggnpaxable Income

~ . s
.

READ: Total student expense budget minus expected to%al family
contribution, equals gross financial need.

» / )
In drawing together the elements highlight;d im Exhibit IV.l, the local:
aid officer attempts to balance all of the countervailing factors ig the

: : . . . S .
aid process and realize the intended purpose of. student aid~-elimination

"of the financial barriers to postsecondary education. The Keppel Task’

Force Réport had this to say od the s‘bject:- ' . ' . -

One of the points at ﬁhlch the other 1nequ1tles of the
present student aid system can be corrected is where the

institutional student ‘aid’administrator pulls all of the
resources together into a package based on the goal of

maximizing educational opportunities ‘for the largest ° | \\\
numbers of students. Packaging is the moment of truth when )
it all comes together, where tHe broad funnel of’ aid

. resources comes to L1ts nar7owest point and those resources
dellvered to &he, student._

Plsea
<

Developlng Institutional Practices

Institutions face quite a challenge as they seek 'to develop and to
refine thei:gﬂglicies and practices regarding the variousiaspects af
financial“ﬁ adminigstration. There is, currently, .a great deal of

dlsagreement as to advantages and/ar dlsadvantages of standardi\zing some |,

’

-

1/

Francis Keppel, National Task Force on Studeny Aid Pfoblems. _ Final
Report, (Brookdale, California: The Task Forcey/19753, p. 68.

Al

3 . - . . .

)

Iv.4
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EXHIBIT IV.

‘_4

CROS'S
FENANG ML

.-NEED

L)

ERIC

Aruitoxt provided by Eic:

-

1:

THE FINANCIAL sz PACKAGE -

SDPPLEMENTAL- £ DUCATIONAL

OPPORTUNITY GRANT
_ +

“INST.JTUTTONAL "AID
-

.
.

DISCRETIONARY STATE“FUNDS

- + .

PRIVATE AID SOURCES

}

) FEMRAL (X)LLEGE WORK-~ STUDY

.NATIONAL DIRECT,
srunsrrr LoaN
& SoamH
cumwrssn STUDENT LOAN_ ﬂl
+ .
INSTITUT TONAL. OR
PRIVATE LOAN

s';UDE!n‘ Am DEMIC YEAR"
. S EARNINGS T

'_o.-+

INSTITUTIONAL OR COMMUNITY

_ "SPONSORED WORK STUBY

1

e ) "- N LN
BASIC GRAN, -
L JE X
STATE emm.smnrs '

L
ABTLITY aassn scnomﬁsmps

-,

STUDENT SUMMER SAV INGS

. -

EXPECTED TQTAL FAMILY

OTHER
GRANTS

- AID
PACKACE-

» s
STUDENT /FAMILY )
RFSOURCE BASE -

STUDENT
EXPENSE
BUDGET
TOTAL

- CONTRIBUTION ' .
A hd
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'"total student'expense:buaket,".repgesents the total cost'of.a‘student'S'

‘eduocation at-a particular institution. This, 1ncrudes ‘the dlrect ‘costs 'of

;1nd1rect1y related to the pursult of a pdstsecondary educatlon~-room,

“one academic'year. This includes exactlng speclflc dollar amounts from - .

effectrmely meets thlS need, thg flnanclal aid. officer must draw upon the \

creatlng a system wd&ch relias so heaV11y on the local ald

-

offfce_ as to promate equltable tr;htment of students through an AN .
eral tlon oOf thélrxlnd1V1dua1 financigl, SLtuatlons. ' ' | ?' '
- lA General Model Of Aid PacKaging P ' , \ B

-, -

«In order to deter%ine what will b\\referred to here as the ''gross

flnanclal need'i of an 1nd1V1dual student, the financial aid officer must< Q

r

1dent1fy two specific dollar amounts (see Exhibit -IV.1). ' The first,

-

"y

attendance--tultlon, fees, books~-as well as those expeinses whlch are

-

rboard, transpor&atlon, and Vaflous personal malntenance expenditures.

The second'dollar flgure is the "expected total family contribution”
,(EFC). .L00sely-defiﬁed,-the expécted total family contribution is the

..amount of ‘mohey which a studént's family (including the student) can be v
. . . . ° &
expected to contribute to the .totdl cost of that student's education fpr .

-

certaln catagories .of family’ resources ineluding:s _the-previous §Ear §hr

income (texable and nontaxable )"home, bysiness, farm, and/or other - :Q

_1nvestmeri: equltles, spouse's, earnlngs, student savings; and famlly et

savxngs. .ﬁg%’amount Ghlch a family is expected to contrlbute is computed

.3

after allqw1ngafor 1nd1v1dua1 Eamlly con51deratLons such as the size of ~
the household, the natu;e of the 1ncome, “and tire number of hOusehold |

mémbers enrolled in postsecondary educatlon, among others.

4 L
. v . . ’ .

As illustrated'in~Exhibit iv.2, by subtracting the EFC from the : .

*
+

expense budget, one arrlves at the flgure for the 'grdss financial need"m

of an inleldual student. In’ attemptlng to de31gn an aid package thch

.fipancial reSOurces whlch are avallable to that partlcular lnstltutlon

and ‘the resources of. the 1nd4v1dual student. The options available to

that aid forcersand the student w111, to some degree, be a function of.
’ . - . "

'the institution's geégraphic locafion, size, academic programs,

participation in the Campus Based Programs, and other'characteristics,;~ .;
. ~ . ' . . L
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SECTION IV
. ' ¢

~n

' NEED ANALYSIS, BUDGETING AND PACKAGING

PREFACE .

P i

As part of the process of distributing student financial aid, the
imdividual” institutiops of postsecondary education have been assigned .
= . $Jome of the m&st cruchal tasks: the determi;ation of the degree of
séudent need (Cﬁapte:fi%, the -establishment of the <Components and
magﬁxtude of student expense budgets (Chapter 8), and the combination of

é
the various available resources of student financial assistance into
A Y “

. individual aid "packages" (Chapter 9). Although these tasks appear to be
separate items, they are, in fact, highly interrelated. -

-

Perhaps the most integ;al term in thé field of student financial
assistance is need. The Federal govermment has, tﬁrQuéh legislation,
\\recognized that each student's need for financial assiétance is unique to
his/her individual circumstance. The current system of distributing
Campus Based aid funfis has been built on thi§ premise. As opposed to the
centralized system which governs the distribution of Basié Educational
. Oppor;unit§ Grants (BEOGs), the Campus Based programs shift the
| responsibility to the local financial aid offic; which must assess,
’evalﬁate,‘and package assistance to meet students' needf. While the
~ o Basic Grant program has been designed to offset the core costs of a
. student’'s postsecondary educat1on, the Campus Based aid programs are
e aimed at meeting ‘the dlrect and indirect fiscal demands of that

. i

. education. The -

\\\\‘ , IV.lx




Several schools noted that they were unaware of the letter of credit

procedure. Others reported that they preferred direct monthly billing.

Table 6 10 111ustrates tha; only among 4-year private schools 1is the

letter of “erxedit system a 1ess~than~ma;or1ty option. This may be due to

' the small size of some of these Lnstltutlons which places them below the

L2

minimum $250 000 level.
SUMMARY o . .
Instltutlonal partxcxpatlon in the Campus Based ald programs 1is
highest at four year institutions and twd year private colleges.
Proprietary schools$ rgportedly_have The lowest participant rate. A iac£~
of ‘student need and limited administrative resources ard® the two most |
common reasons given for not p';rticipa-ting in Campus Based programs. ©
When applylng for Campus Based funds, financial aid officers are relled
.upon for supplying the greataest portion of data required.on.the FISAP.
Other administrative offlcets, such as the business offices, ;zgc play a
siénificant role. The hlgh costs associated with FISAP completion
reflect the importance glven to the proper and timely completlon of tis
form. After ﬂubm19510n of the FISAP, most znstxtutxons awalt notifica~

tion of fundlng levels prior to awarding aid, although some- xnstltutlonSv

award funds based on estimates on the previous year's award level. Once
the funding level has been determined, the letter of credit system is
used by the majority of schools to tramsfer funds from governmental te

institutional -accounts.

O 6.15



The majority of institutions adopg a cautious approach and wait foi’
notification before a?ardidg Campus Béfed aid funds. ong 511
institutions, 23 percent package aid aecordlng to an award estimate,
wilile a slightly smaller group of schodls, 22 percent, package ‘aid up to
the prev;ous year's level. Six percent of the schools make awards on a
prOV1sxonal basis. In these cases, award letters are issued with a -
disclaimer notifying the student that hls/her award may be ad justed
later. A small percentage of schools, 4 7 -percent, reserve and package
funds for a certain group of students oply. These include very needy
students or freshmen. | .L )

i 3 ~
Use of Letter of Credit :

+

The letter of credlt is by far the most widely used method by whlch
intitutions obtain their Campus Based fhnds from USOE. By means of thls
system, an ifgstitution passes payment vbuchers through a local bank fnr
processing by a Federal Reserve Bank for deposlt of cash .in the school s
local bank account. As noted in Table 6.10, more than half (61%) of the

~institutions surveyed utilize the letter of credit system.
. et 1 . .
TABLE 6.10: PERCENT OF INSTITUTIONS USING LETTER OF CREDIT, BY LEVEL AND
‘ CONTROL OF INSTITUTION:. ACADEMIC YEAR 19?8 79
<

3

. ALL Institutional Level and Control
SCHOOL -
¢ S 4-Year 4ivear 2~-Year 2-Year Propri—
Public Private Public Private etary
Institutions
. .using letter _61.4 85.1 18.9, 63.3 70.0 72.4
of .credit - . - -
Institutions g4 47 - 37 0 10 29
Reporting: . :

€ . B +

Source: Imnstitutional Site Visit' Survey.

In order to utilize the letter of credit system, an institution's
program cost must equal or exceed $250,000. Haif of the 39 percent of
the aehools that do not use the system report that they are ineligible
because they do not meet this requirement. Another 2 percent are

awaiting approval for the use of the procedure at their institutions.

'

¢
N
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Many schools also reported direct costs for consultants and for
computer use. Overall, these averages were smgll: $92 for consultants
and $112 for computers. Again, the range of costs was wide. Consuftant
costs were as low as $200 and as high as $5,000. The data péocessing

charges also encompassed a wide range, from $50 to $7,200. -

I: is interesting to note that of the eight institutions utilizing
consultants, seven were proprletary schools’. ° The remaining lnstltutlon
was a 2-year public college. The heavy concentratxon of consultants
within the proprietary sector is most likely needed to broaden existing
/

personnel resources. )

Notification of Institutional Award Levels

During the institutional awardinéSprocess, a time lag exists between
the date when a school submits its request for funding and when it is ¢
officially notified of its award levels. Typically, many schools must
begin their. aid packaging activities before téey know the exact d§llar
amounts which they will be able to award. Procedures used by institu-
tions to deal with this circumstance are outlined in Table 6f9.

TABLE 6.9: PERCENT OF INSTITUTIONé.EMPLOYING VARIOUS PROCEDURES TOQ PACKAGE
FINANCIAL AID WHILE AWAITING USOE NOTIFICATION, BY LEVEL AND

& CONTROL OF INSTITUTEON: ACADEMIC YEAR 1978-79
, ‘ ALL D Institutional Level and Control
. . \
. 'SCHOOLS - 4~Yea® 4~Year  2-Year 2-Year Propri-

. Public  Private Public Private etary

Wait for potification  55.7 49.0 62.9  53.3 66.7 57.7

-

Use of previous

. 22.1 28.6 14.3 26.7 . 33.3 11.5°
year g level . .
Use estimate . 23.5 20.4 22.9 33.3 0.0 26.7

. { .

Make awards on a 6.0 4.1 5.7. . 6.7 " 0.0 11.5
‘provisional basis . <
Awards made to cer- 4.7 .8.3 0.0 6.7 . 0.0 3.8
tain applicants only .

Instltgtlons 149 49 s 30 9 26“
;Reportlny: . . _

~ T =
Source:;7i i i " 81 1si '

nstitutional Site Visit Suyrvey. . .

.eﬁ. 100 o

)
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TABLE 6.8: AVERAGE COSTS OF FISAP PREPARATION, BY LEVEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1978-79 ' .

- . .

]

-~

-

Institutional Level and Control

ALL"
: . SCHOOLS 4 vear 4-Year 2-Year 2-Year Propri-
. ' : : ‘ Public , Private Public Private etary
Professional ) -
Salaries 1 $2,285 $4,448 . §1,412 81,513 31,?00 $1f342

" Secretarial . - .

; Salaries 678 I,3;5 323 620 193 | 381
Consultant Fees 92 o - 0 S 12y 0 589
Computer Costs . 112 121 215 © 51 T 56 0

. Total Cost $3,168 - $5,905. $3,363  $2,197  $1,449  $2,313
Institutions - ‘ . ' _ '
Reportings , 152 ’44 46 . 28 10 24

A

Source: Institutional Site Visit Survey. “

*On tpe_averége, the direct labor costs associated with the completion
of the EEﬁAP were‘$2,285 for Professionél_safaries and $678 for
secretarial salaries. The range of ptogessional salaries was very wide, -
from aklow of $40 to a higﬁ of $67,512, The latter figure may be

plausible for a very.large school using the most sophisticated techniques -

-

to support %}a&funding request, such as multiple projections of expected
awards ynder vagying appliéation assumptions._ The cost of secretarial

help agssociated with the FISAP preparation ranged f{rom $3 to $8,187.
[} -

- Thgre'a%e significant variatioans in'both professigmal and secretarial
FISAP costs among d;fferent institutional types. Four-year public
col%ége?,and universities have the higheét costg for both personnel
categories, éhile the private (but not prdprietary) schools have the
lowest. This ﬁay be a result of the enrollment wariations in these
ischobols./ﬁ§ince public institutiops have, an thé\iyerage,'larger_
enréllmeﬁt SQEes than do private schools (see Table 5.1), more staff °
hours are most likely required to collect and to analyze the larger set’

of Student aid data. -~ : .

v o - . ¢ ) .5.12 ' Vs ! A
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“fABLE 6.6: PERCENT OF

—_ .

I%STITUTIONAL\sFFICES'WHLCH PROVIDE

A\

INFORMATION REQUIRED ON FISAP:

¢

v

ACADEMIC YEAR 1978-79'/

t -
. — e e e e - - s — — e e e e g g o en o g -
. . ~ Tnformstion Reﬁui red
——— £ .. .. —_—— b d e mm — e = ———— - R J e L T N -
- Student Amoupt of Funds Tot al . ‘Revenues
“Eligibility Needed For Inatitutional Total Tot al Received far
Insticutional Office Enrollmont Size by Income Level Each . Progr am Awards State Awards BEOG Awards Tuifion and Fees
Bustiness - . , 2 © I5 53 41 43 99
Financial Aid 8 97 85 53 ’ ;‘0 60 0
Adu'i?sioni andfor 91 - - 3 0 0, 0 0 0 .
Registrar N .
. -
Other 5 ) : 6 4 s ey
Institutions Reporting 102 39 3] 105 . 65 67 116
L e e e e e e e e e a et e e e e e e e ———— e o - - -
Soncce?! Institutional SiteR¥isit Survey. . i
" lfPercentngpa read from top to bottom. Because of multiple response potential, column percents may total more than 100 percent.

- - N
NG

TABLE 6.7:.

PERCENT OF INSTITUTION§ USING SELECT
ACADEMIC YEAR 1978-79L

!

A

)

Enrollment Size
E)

Information Required

Student Amount of Funds Totatl -
» Eligibility Needed For Institutional Total
Each Program. Awards ) State Awards

by Income Level

Total Received For

BEOG Awards

TCat¢uinted with . B ) : -
Mistorical and 79 94 4 . 100 85 . 99 89
Current Data.

e . :
P;?‘;;i;;‘;nanﬁ:de From 21 . 8 ) ) 96 0 15 U 1t

v € ata N N ——r . ¢ e e .
Institutiong Reporting 41 101 10} L 4! 6! IR 28
Source: Institutional Site Viseit Survey. . - .

r

y[‘erqentagea are column percentsges and may total more than 100 percent because of multiple responses.

-

- .

Tuition and Fees
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or all of théiéollowipg areas: enrollment size;j student éligibility by
-income level; amount of funds needed for each Campus Base?‘program; total
in.stitut:iona_l grant at{ards; total state grant awards; total BEQG awards;{
and,;ebenues received for tuftion and fees. The percentage of

¢

institutional offices which supply information in each of these areas is

presented in Table 6.6. \ . —~

.

. As could be expected, the financial aid office is, in most instances,
_the primary supplier of data for the FISAP. When determining the total
améunt of institutional aid awarded, 2’ somewhat higher percentage of
schools report that this was a respoqsi;ility of the business office
“rather than the finapcial sid office. The staff aﬁa resources of the
Admissions and/or Registraf's office are used primarily to provide
~it{forma_tion on enrollmenk size. In terms of FISAP completion, business
office personnel are-used nearly exélus{vély in the acquisition of |
imformation related to -the revenus received from tuition'agk\ﬁees- The
"other" institutional sources from which inéoéﬁation was obtained

. ‘include: Board oflTrustees; Development /Office, and Academic Dean.

Institutions report that FISAP data are most commonly calculated in
one of two methods. Ay presented in Tab .7, institutions may
calculate the fequire& figures with historical and current data or else
make projections based upon available data. The fcrmer'?ethod is most -
commonly usedjin éalcﬂlating nearly all data required, except in the

. determivnati®n of the amount of funds neeéed. In this instance, almost
all institutisns use the projection technique. A notable number of
institutions aléo use the projection method in the determination of
inéti:utional egrollment”size. This is a plagsible procedure for very
lérge institutions. Or it may be used at schools’ where enrollment sizes

&

/'\ - » ‘ L3 4 . . -
frequently. fluctuate, as is often the case at 1institutions operating omn a

uarter-semester system. ' ‘
: Y e

A

Cdsts of FISAP Preparation .

. \e .
As discussed previously, the preparation of the FISAP presents a
‘burden on-.institutions in.termg of staff management and resource
allocatiog. Table 6.8 details the costs associated with FISAP

preparation.

2

L k4
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Appropriately, other fﬁgg;:;;ions offer various reasons as to why

they did not prov1de addxtxonal information for Part B fundxng. These

reasons are presented in Table 6.5, by 1nst1tuclonal level and control.

-

TABLE 6.5: PERCENT OF INSTITUTIONS REPORTING VARIOUS REASONS FOR NOT
A PROVIDING ADDITIONAL INFORMATION FOR PART B FUNDING, BY LEVEL
AND CONTROL OF INSTITUTION. ACADEMIC YEAR 1978-79 ;

/ L

~

. ALL\\f . Institutional Level and Control
SCHOOLS 4~Year- 4-Year \E—Year 2-Year Propri-

?ublic Private DPublic Private etary

No need .  6l.5  66.7 72,74 37.5 WY/ 62.5

Toe much work 33.3 4147 9.1 50.0 + NRY/- 37.5

Miscellaneous 15.4 ° 8.3 27.3 ~ 25.0  MNRL/ 0.0

Institutions . 1

Reporting: 39 12 . 11 8 NRL/ 8 -

y 1
Source: Institutional Site Visit Survey.

1/¥R = No response :
. v : / » -
Over half (61.5%) of the schools that did not provide additional
information for'Part B funding simply felt that they did not need the
money. '"We have sufficient funds under Part A," one said. "Wé haven't
used all the funds in the past," reported another. One~tﬁird of.the
. institutions (33.3%) reported that completion of Part B involved too much
work. Miecellaneous‘reasons for not completing Part B were provided by
15.4 percent of the institutions. These included: '"form not required;"
v "school hag‘nothlng to galn by completing the fdrm" and "applied in past

and were turned down." \

Sources of FISAP Data

The task of completing the FISAP generally anolves not only the
‘financial aid staff but other admlnlstratlve departments as well. Most
often; these included the Busxness, AdmlsSLOns,sand Registrar's offxces.
A These admlnxstratlve'departments reportelly provxde information in some

6.9
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To probe the reasoning behind decisions to request or not to request

: : LA : . . . .
the extra (Part B) funding, schools were asked to provide information as

«

to the bases for their choices. Table 6.4 presents the reasons given, by
institutional level and control, for providing information requested oh

. the Part B form.
/4" » . )

. TABLE 6.4: PERCENT OF INSTITUTIONS REPORTING VARIOUS REASONS FOR
PROVIDING ADDITIONAL INFORMATION FOR PART B FUNDING, BY LEVEL

”<

. . AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79L/
. ?A{
. ALL InatxqutLOnal Level and Control
[ ‘ SCHOOLS 4=Year 4~-Year / 2-Year  2-Year Propri-
Public  Private Publiec Private etary l*
More funds needed 65.0 68.8 56.5 78.9" 57.1 57.9 -
) " - Want to maximize : ) ¢ _ 7
allocation 37.0 49.2 39.9 - 31.6 57.2 52.7
/ Information easily . o
~accessible 8.0 9.4 13.0 10.5 0.0 . 0.0
Miscellaneous 3.0 0.0 8.7 . 0.0- = 0.0 0.0
i .. .
_ Institutions 100 32 23 19 7 19
Reporting: . . . ’

Sourcet . Institutional Site Visit Surveyo

.

i/Because of multiple responsé potential, column percents will total
more than 1Q0.

From the r;gults presented in Table 6.4; it can be seen that the most
cmnnon.impecdSVEOr seeking Part B fﬁnding was to fulfill the need for '
more Campus Based funds. :The desire to maximize their allocation size

«  wag noted by 37 percent of the institutions, while 8 percent completed .
Part B because the informatidn was ;asily accessible. There. were also a
few miscellaneous rationales mentioned.. kgr example,ione school provided
the Par® B data because, as a new participant, it was required to do so.

Another instituticn completed the section because it was the first t??? \

'it had "applied off the basis of fact rather than grantsmansghip."”

.
.
- . /
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As éould‘be expected, the myst frequently cited reascns for

nonparticipation were "lack of administra:iveuresOurbés" and "no need."
S - | &
,{ Other commonly mentioned reasons include. "not famylxar with program}"

compllance too dxfflcult' partlclpatlon under canSLdetaC1on'" and

o

obJect on prlnc1ple.

‘

It is 1nterest1ng to note tha£ of -the 12 xnstxtutlons whﬂih reported
that nonparticipation in-the CWS program was’ due elther to "lack of

. administrative resources" or compllance too difficult,”
-t ~

the ma}orx:y
_were proprietary inmstitutions. 'Thié‘is'most likely a result‘eftthe
Federal reggfation which requires tﬁat CWS students from proprietafy

~ | _institutions be employed in off-campus sett;ngs. The adminisérative
resources needed to assist in or to perform.hhls task may.be too great to-

')ylegltnmlze pgtt1c1patlon from the }nstxtutlon ] sd‘ndpoxnt. N

.

Although this §tudy 17£1udes schools téat are relative newcqgers to

these programs, most institutions have & considerable amount of
experience with Federal-stqdenf assistance. The average NDSL institu-
tional participant, for example, has‘ma&e use of this loan program for

- - almost 15 years. Comparable figures for- CWS, SEOG, and -BEOG are 11, 10,

- and 6 years:\}espectlvely. Below, Table:6. 3 presents the length of

., program participation by lnstltutlbnal level and control. - o
TN TABLE 6.3: AVERAGE NUMBER OF YEARS INSTITUTIONS PARTICIPATE Iﬁ FEDékAﬁ
AID PROGRAMS, BY LEVEL AND CONTROL OF INSTITUTION ACADEMIC
YEAR 1978-79
1) . * *
13 “ ) [

ALL & Institutional Level qﬁa Cpntrol

SCHB?LS ' 4~Year_ .  4~Year - 2-Year 2-Yeax Propri-

Publie ' . Private Public Private etary
BEOG 5.7 5.8 6.0 5.6 5.7 5.2
SEOG lo;o .1108 11.2 ) 8-7 ) 804 ‘._,;.’\ 404
o NDSL 4.8 Y 17.4 16.7-  11.9 10.8 5.5
* » CWS o 11.4 12.6 12.1 10.2 8.3 6.2
I nstitarics ~
nstitutions,,, 50 51 31 - 10 30~
. Reporting: .

Source: gpstitutional Site Visit Survey. -
\ B © .
6.7 10;*

.
- .o 3 \ . -
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IAéLE 6.1; PERCENT OF INSTITUTIONS PARTICIPATING IN FEDERAL STUDENT AID
‘ - PROGRAMS BY LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR

1978-73
N Q‘ ALL Institutional Level and Cogtrol
SCHQOLS 4-Year 4~Year 2~-Year 2~Year Propri-~
- Public Private Public Private ‘etary
BEOG 100 100 " 100 v 100 100 100"
3 . . . .
SEOG .86 100 a8 74 20 67
NDSL 82 100 96 62 80 53
CWS | 82 . 100 98 .87 90 . 20
] ‘Institutions C - ' "
: , Reporting: 172 50 51 . 31 10 30
- r".r._ . {
Source: Imstitutional Site Visit Survey. e ' o

TABLE 6.2: REASONS INSTITUTIONS OFFER FOR NONPARTICIPATION IN CAMPUS
' BASED PROGRAMS: ACADEMIC YEAR 1978-70 )

- I
' Number of ~
P ' Institutions _ Reason For Nonparticipation
hed .
SEQG & . 5 no need -
lack administr&tiVe rasources
. 3 mlscellaneous (object on principle, .~
institution not accreditad)
2 . - not familiar with program
NDSL \ 12 lack administrative resources,
‘ especially for loan collection
] . 10 no need
. a : . 3 ' miscellaneous {pbject om principle, not~”
\ accredited, wo#ld burden students)
.
CWS . 7 compllance too diffiecult
2 5 lack administrative resources
A S no -need ,//
4 - participation under consideration
4 miscellaneous (object on principle,’
students have no time te work, cannot
acquire matching funds) .
Institutions | - .

Reporting: - 39 T

Source: Institutional Site Visit Survey.
R

& ' ‘ v
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. disposal, aid offic::\may spend varyingiamounts‘of time¢ in p;éparing~the

FISAP * Experignced aid, offlcers have developeﬁ expertlse Ln the

technlques which may. resblt in the; attalnment of’ a school' s maxlmﬁm award

v .

[

levels. "A contemporsry Form of "grantsmanshlp“ is’ currenuly.belng JU e

emp loyed at’ manyolnstitutlons to ensure that’ thelr schools are allotted™
‘4 , .

The uge of: USOE mandated audits has also been .a point of gontroversy
,Amo gffxnanclal aid- offlcers. Beglnnxng wlth the 1976 77 program year,
USOE has required that audits of flnancxal aid offlces be conducted B§

non-Federdl audltors at least once every two years. USOE contends that
v-"‘ .

the necessxcxes for Federa& over51ght of pub11c monies demands that

audlts be conﬂucted 1n order to, "monitor the fiscal 1ntegr1ty of an

o

1nst1tutlon 8, tnSnssctlons and reports,” and whether such’ actlons are in

\ R
compllance ‘with aPPILcaQAe lagé-and regulatlons."ll . - 'f
RESULTS ' S \} <, ) t ’ . . '. - N / :
) . ~, . - b . E\
Program Participation " - ' N . \‘
- . - b

Of the 172 schools Sutveyed in this study, all but 15 partlclpste Ln
one or more. of the Campus Based student aid programs. All 172»

xnstltutlons participate 1n BEOG. Table 6.1 presents the rate of BEOG
and Caipus Based partzclpatlon for the five standard 1nst1tut10nal types.

<

The participation percentages are hlghesf at 4-year 1nst1tutlons and
2-year private colleges, while 2-year public schools are more apt to have

a somewhat lower.partlclpstlon rate.” The lowest rates are seen at

4

proprietary institutions which may be a.result of administrative

limitations and/or the institution's determimation not to seek program
’ 4

eligibility. .
For those institutions that do not partié@pate in one or more of the

Campus Based Programs, some common explanétio\ were-apparent. These are
presenﬁeé in Table, 6.2. ' ‘ ' ‘

[ o . -
*

: l/Applfed Managenent Sciences, Stage I' Final Report Volume I (Silver

Spring, Md. 1978), p. B.S. . .

. e ‘ 0 " 6.5 ;l‘)é) o ‘
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- to the gtudents. This desxgn fg known as -the Alternatlve Disbursement
.. System (ADS). “through . the ADS ‘method, Institutions furnish USOE m?h
'\\'.,' : dakg o edUQatlonal costs only ,and agree to help monitor awards for
o c@ntknued apgroprlaéepess. ‘. -
- . o
. ' ' %
v THE ISSUE‘SAQR ‘ -
T . : - ‘ -
¢ . All of phe $choo}s survhyed in thls study ége part1C1panq$ in theé?/ .
- ¥ , BEOthrogram, and most schools partxcxpaﬁed in the Campus Based

- -

* programs. " For eh&%e that dxd not- participate, two common reasons were
l\\ c1ted» The, fxnsg is ;elated ro a ’lack of student need observed at some .

.t n;\ntutlons whlch negates the need for seeklng additional ald sources.

R

) xi A second reason/ﬁs>assoc1&ted wlth ,the gxce331ve amount of record
; Ny keeplng, staff hours, and general administrative actxvxty requiréd of -,
‘ prqgram p&tg&axpatlon. USOE mandates that ccmpletxan‘of the FISAP, ,. - . .
qﬁarterly 'BEOG progress reports; and annual’ student validation roster be
performed in order to receive fundxngk AlEhOugh a tlme—consumxng task
for the 1nstxtutxons, the propet completxon of these forms 41lows che
’ _\Federal government to keep a watch over the more than«SS billion dbllars
spent annuslIy on Federal stydentqaxd programs. Thls ;; an example of ’
USQOE exeréxslng its responsibility to maintain a tlght reéin on taxpayers
. 'money . o . & Y. N S o _ ¢
\A, To Helﬁ‘relievebinstitutions of some’of the financial burdens v
. associated with application and fepor'ing activities, the Higher
Education Amendments of 1976 authori;EB a $10 per student administrative
'payméht.for'éach BEOG and GSL,recipient.‘ Yet: to date, no such payments
hévg been made to ény eligible institutions, To many institutions, this
p represents asfailure on the part of USOE and th?\gongress to fecognizg\
the \burdens which they dre placing on the schools. - ¥

‘Eepauéé of -the éinancial effect of the Campus Based programs on the #/
institution and its students, most financial aid. officers consider the
proper and tlmgly completlonspf ‘the FISAP to be one of the most 1mportant\
tasks undertaken durigg the calendar year. The complexities of the ‘
apphca? process: requu‘e the gkilled hand ’of an aid prof_es,gi‘énal to e

guarant ts proper completion. Depending on the regources at their

- ' . ¢
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donducting internal audit§ are provided by the U.S. General Accounting
L]

Office. More specifics on auditing procedures are enumerated in the

Stage I Final Report of this study.
.-_‘VVA‘ .

Allocation of Funds to the Institution

As outiined in Chapter 4, a school's level of Campus Based fdnding is
determinéd through a formula process conducted.by USOE. Once the FISAP
.is reviewed;by the Office of Education,'allocation levels are announced.
Although~theee fundigg levels.are based primarily upon projected.studEnt

need, other factors are taken infe eccountI For-example, a revxew of the
1nst1tut10n s past performance in adm1nxster1ng Federal aid programs is

made. Institutional methods of determlnlng student need and the amount

of surplus’aid retained by'the institution from the previous fiscal year

cor . > .
"areé also consideted. T - ]

- .
. .

' Once the allocation level for an institution has bein determingd, -
there are two ways that Campus Based funds can be transferred from the
Federal government to the institution. One is through the letter of

credit system. Under this method, the institution submlts payment

vouchers through its local commercial bank to a Federal Reserve Bank in

.exchange for deposit of cash 1nté the institution's local bank account.

*

The letter of credit system is avallable only to institu&dQns with annual

programs in excess of $250,000. For those 1nst1tut10ns ch do not*

qualify dr otherwlse opt for this sxstem, a second mepiod, the cash

request system is used. Under this design, the insfitution files a
 report éach month with USQE which forecasts'its\cash needs in all the
Campus Based progtrams for the next month. Upon receipt and reviéw of
this report, the Departmental Federal Assistance Financing System issues

a check to the 1nst1tutxon.

v

+

The flow of B&slg Grant fjnds is more easily controlled by USOE srnce
it maintains rosters of BEOG applicants for each institution.- School
officials may elect_to distribite BEOG funds themselves, by requesting
that tﬁese monies be sent directly to the institution by the governmeét.
This procedure is known as-the Regular Disbursement System (RDS). Using

another method, institutions may ask. USOE to make the° payments directly

L

(R W)

LY
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" is responsxble for the coordination of all audlts, whether conducted by .

accuracy in application completion. Increasingly, many institutions are
developing sophisticated record-keeping systems, including the use of "y

computegy technologies. ‘ ' ) ' 4 t\

‘Audits and Program Review§ ‘ _ ’

Thé Audit Agency of the Department of Heélth Education, and Welfare ' .

Federal or nou-Federal personnel -The purpose of audits of instituti

flnanelal aid offices lnltlated by USOE is to ascertaxn whethe
fln&ﬂCLaI éld programs are admlnxscered in accordance Wlth applicable

laws, regulatlons, terms of agreement, and USOE dxrectxves. Thezgalso . -
investxgate “the appropriateness’ of the accountlng and record-keepings

systems in ‘use, the treatment of known problem areas, and the '

effectiveness of financial aid staff members. Audit reports contain ' -~ @

deacrlptxve summarles of the practlces of the ald offlces as well.as

N A > -
evaluatlve essays on areas where im rovements waQ ld increase the . - ¥ .
P Y _

eff1c1ency of the aid offlce operatlon‘

-

. The primary vehxcle used to ensure that fxnancxal aid programs are in'

‘compliance with all Federal regulations is the Program‘Revxeﬂ These

revigws are conducted, .under the dlrectlon of the vaxsxon of Certifi-
cation and Program Review (DCPR) of USOE. Generally, a Program Review
will place more emphasis on verlfylng an institution's compliance with
Federal guidelines while an audit devotes moré attention to the.proper

control and accounting of funds.

At their own discretion, or when specificélly requested by USOE, an
institution may undertake an &udit~of its aid.office. These internal'
audits, congycted by 1ndependent1y contracted certlfled audlﬁors or By

"impartial lnstltutlonal personnel, provide governing boards “and
lnsgltutlonal administrators with an opportunity to de:ergxne whether
their financial aid policies and préctices are in keeping with the
overall pﬁilosophies'and migsions of the institution. It also affords
financial #id officers the chance tgaséep back and evaluate the o
effectiveness of their operation. From this perspective, progleds can

better be spotted, and corrective solutions applied. Guidelines for
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*INSTITUTIONS AND THE FEDERAL GOVERNMENT -

AS

-

INTRODUCTION.

—

Applicatione and Reports

-~

Esch year, generally during the month of October, lnstxtutlons submlt

their requests for Campus Based fund;ng to USOE for the upcoming academic

year. To do thzs, schools must complelte the FISAP, whlch combines the
appllcatlon for- funds with the flscsxéiperations report of the preéious :
yeer. In years prxor to 1978, lnstltutlons were requlred to complete a
separate fundlng applxcatxon in addxtzon,to the Fxscal Operatxons Report
(FISOP) A detailed descrlptlpn of pvogram fundlng was lncludeg'én the ,

Btage I Fimal Report of thxs study. . | < . -

-

Because the BEOG - program is an entxtlement program controlled
dlrectly by USOE, a formal appllcation for fundxng is not required by
Lnetltutlons. But, as is e case with the Campus Based programs,
schools receiwving BEOG dofggrs must be certified as eligible by the ’
_Division'oflgiigibility and Agency Evaluation of the U.S. Office of
Education. Additionally, these schools must file quarterly reports to
the Departmeetal Federal Assistance Financing System (DFAFS) detailing

the expenditures of BEOG funds at their institutions. The Stage I Final

Report also describes the DFAFS system in detail..

To accomplish the task of compiling the data necessary for the
fulfillment of application and reporting requirements, an effective
system of record keeping and aceounting must be contxnually maxntalned by

‘flnanc1al aid managers. Such a system resuylts in greater ease and
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preparation for major work periods su¢h as registratioms, assxstance in

the work of other institutional sectors (1 e., adm1351ons_and academxc
schedulxng), and keeping up witusdevelopments in aid procedureg and

legislation. . _ . ..

¥

The last of the four grouﬁ@'copﬁaiﬁs "A1l Other Activities" and *

) . ! Co. . . e -
accagnts”for just over 10 percent jof all aid office activities. Most of

the itéms includediin this cateéo y are designed to proyide general
backup.and support for activities included in tHe othér fhree

categorles. For example, the mos frequently cited activity in .this

f

group is the validation of applrcat;on data snd tRe monxtorxng of aid-

:eclpzents to ensure that they aﬁe malntaxnxng satlsfactory academic

records; a routine activity for ?ost schdbls. At the same tlme, the NDSL

program requires extensive counsellng, the staff must recelve periodic

EEN N

training, and the basic planmning and procedural rev1ewsr(e.g.F

. o~ .
calculation of the overall need for, student assistance, revxew of aid

_packaglng procedures, review of sﬁudent budget figures) must take place

on a regular 6a§§s. h . ¢ .
_ ' - ~ L
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S . *) ; \iAt the same time, most institutions have a variety of other reporting
PRI requxrements, such as annual state pfogram applxcatlons whlch are
analogous to the FISAP; annual interpal reports on flnancxal aid office
» operations; regular self-audits, self-evaluatioms, and program reviews;
~and reports requested by other-Federal agencies, such as Office of Civil
A, ‘ Rigﬁts, reoorts on grants from the National _Institutes of Heaith, &d the
.annual Higher Eddcatxon General Infdrmation Survey (HEGIS) conducted by,

. the ‘National Center for Educational Statlstlcs. C
I3 . ~-~. !

“y - } ’ .
{ Yy . coees s . . . , .

The record keeplng actxvxtles included in this third group consist. of

Lo _ many standard actlv;txes sometimes handled by.business offlces but always
fequxrxng major inputs, atanxnxmum, from the aid persoﬂnel and glles,
5 - - .. such as updating individual student files, correctlng records for changes
a o occasioned by wlthdrawals or dropouts,, balancing student books against
P ' ledgers for pszticular types of assistancel(like NDSL or SEO0G), and all
_ aspects of the ;udltxng process. Ofher record- keeping-activities are

necessxta;ed by the respon51br&1;1es assocxated with specxflc aid
| ' progrems.:‘For‘d§3$ple, CWS (or other forms of work~study, whether
- o o ?ederslly supported or not) requ\ res tHe development of student jobs, the
. N ' referral and placé&ent of prospec lve worker;,'monltorlng of work
| ' performance,_eﬁd posslbly a formsl evaluatxon of ithe experxence. All of

’ '\. this, in’ ‘tdrn, réquiress accountlng.gor the\malntenance of any payroll
5% . 'Ptlme r\fgrds, paycheoss: ;nd w1tho¥§1ng forms §@r tax purposes. As
| :hother example, NDSL (s!well as @ther 1nst1tutmnally based Ioan
> programs) requxres an extensive loan record keeplng, billing, i?d"
collectloh bperatlon. Cther Ioan~re§g€/d aQCIVICLGA may include
.; - _ notxftcatlon of the- current=stud§pt status for each GSL lender, and
* e maklng and serv1c1ng loans from a’ school s emergency fund (not system—
J °. ‘;’ atxcally covered in this study, but most, schoofs of any size heve small
* loan funds that can be used by students to cover short-termy unforeseen

needs) ..

-~ . . :
~Finally, with respect to this third group of activities, all aid
.« - offices require ¢ minimum of general management and housekeeplng. This

_ ﬁt,may'ﬂ.nclude c0mpllatxon of the budget for the aid office ltself

T\p y ) t ’ . “

/
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TABLE .S.A:

-+

4

-

ACADEMIC YEAR 1978-79 (coptinued)

¢

\

"

-

e e e e | e ———

« : Annual

Activily Description Frequency

R ———

o

K

COUNTS OF ACTIVITIES REPORTED BY SAMPLE SCHOOLS BY MONTH REPORTED:

MONTHS

-

Jan Feb Mar Apr Hay June July Aug

Sept Oct

Nov Dec

Reporting and Record-Keeping Actw:tieﬁ (Com;mued)

Institutionat reports/internal research/self-
audits, evalustions, progr- revie«/student 122

lnrﬁ'y

General management and planning, aid office
budgets/reviev legintative changen/prepare .

for Summcr, School/prepare for registration/ 61
prescheduling /OCR, NIt fund reports/IEGIS :
reports/staff retreat

Other loan processing/report student status to

- C8L lenderl/minel for college loan fund 58

“billing agencies/default reports

cecipients/process emergency loan fund delin-
quent list/etc, ¢

FISAP preparation, submission, replies, appeal 130
prepsration, appeals, etc. . -
Accounting/update records/reconcile accounts/ 70
prepare ledgers/audits/put data on computer

CNS/other student employment: job development/
placement /monitoring/time uheetlfplyronlf 69
W-2n

NDSL bitling/collection/coerdination with . 25

All Other Activities - - 229

25

26

ra

26

13 14

1711

16

13

K} S 1

Institutional budgeting/project nceds/ -
project enrol}ment income/survey available 28
funds/etc.

Develop packaging rules, 3uideléne:)'ntudent’ 29 a
budgets/aid calendarafaid procedures/priorities :

Monitoring and Validatjon: review academic
st anding of recipients/verify enroliment/ .. 81
process aid trsmcrlpmhr'qu(wt [ks 1040 for
uwpperctase etudentg/fre v:m.r r‘ntr‘e' Fonda

Solicit outaide aid donors/report and co-
ordinate with outside aid donors/handie CETA 27
training payments/makg, LEEP ‘supplemental fund .
request

NDSL counzel, entrsnce interviews, }nd axit 23
interviews

Attend financial sid conferences/training .
sessions/professional meetings. :

1)

s S U

QO

[mc\

¥

—— e

: lIostitutionel Site Visit Survey, .

-t
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- TABLE 5.A: CObNTS OF ACTIVITIES RE?ORTED BY SAMPLE SCHOOLS BY MONTH REPORYED:

ACADEMIC YEAR 1978-79 1 .-

<

> ¢

-
‘ - s = Annual MONTHS ‘
Activity Descriptiqp Frequency . _ et e o £ e e
‘ . ‘ Jan Feb Masr Apr May June July Aug Sept Oct Nov Dec
- A1l Activities W 2,172 193 189 183 197 212 18 213 168 180 166 129, 151

. r . .

Applidstion and futresch Activities . ___6o6 8 87 67 56 50 3& 29 27 3 35 49 54
Update/revise sid materiasle, titerature, and 21 . 3‘_' 2 2 1 2 2 2 .l 2 2 9 5'
spplication forms . ) c o ‘

Distribute materisls md-lif?uture to nw‘ !
. A R h b - 3
:, étudents; for continuing students; for others 6 1212 4 6 ! ! 2 316
U Advertise pid/conduct workshops snd seminars/ ' " .

. outresch for needy students/trsnsfer # 48 - 9 10 5 t.. - - 1 1 2 ] 8 6
studept orientation - - .
Ceneral counseling/aid interviews 60 g8 5 4 3 & & s & 1 5 3 6

. e’ . -~
Process applications for freshmen, Summer, e . . .
WS, toans (inctuding GSL}; late applications y . : |
(in Msy, October, November}; campile applica- ~ 48t > 5?" 2 6 a8 2 2 oA 2 U
tion statistics

Packaging afdeMvarding Activities . =~ = 886 58 S 78 93 115 102 92 79 79 42 19 50
Aid palkaging, including aid for Susmer session 155 K 0. 1 18 23 ) 24 19\ 15 4 3 9 &
recipients . : - ; . . < '

Awvard detecminstion for freshmen, Susmer, CNWS, .
Campiss Based, transfers, merit, institutional 470 16 32 45 .6} 7t 61 46 34 35 20 22 27
aid \ P g . . ‘
"Award revisions/sdjustment of Basic Grante 112 9 106 7 7 &8 B 12 .9 16 10 7 9
_ Award letters/mail awards (for Sprjng, Summer, ’ 15 2 i 3 ) -_9 6 10 3 - } ~ ~
Falil) - . ‘ . . © .
~ .

. Pishurse Funds for Sprih wmer, Fall 99 20 5 5 1 3 5 s 18 20 '8 ! 8
L.ate awards/award aépeslg,{lste BFOCs/neeads < I | ._ _ _ _ 3 4 2 4 i ~ .
amalysais changes/reallocate funds fraw no-shows o - -

Reporting and RecdYd-Keeping Activities : 451 26 17 27 20 24-.33 8L 55 54 6 29 23

~eportang and Recdlc-Reeping Activities L S - LIV AU o . s 41
State reportsfcertifications/program’ X 16 .2 3 ) | 1 ) N I 2 i i N

- ‘spplications B : -
— [ o — e - A _— —
.. . . i

85 institutions providin

g monthly financjial aid

l—fm-ben are totsl referodces to
office schedulea. [In sdditign,
there was no organigzed calendsr
Fucrthermore, not 211 83 _lchtﬂls
February; 12 March, 28§ April,
December, 44. ' RN

"ERIC - .

Aruitoxt provided by Eic

specific vork tasks mentioned by & group of

21 schools were not on traditional scademic calendars and were inspplicable; 31 schools said

of activities or gave only. very general respanses) and 35 schools di.d ngt relp(!;lg'lt nll;
had comments on every monthj the number of nonrespendents by month 1is January, H
25; May, 24; June, 28} July, 26§ August, 40; September, 35; October, 403 November, 44; and

N ‘ ' . . v

SR o
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. and interviewing; and the basic processing of 1ncom1ng forns, organlzlng
flnenc1aL aid folders, assembllng all negded data, etec. The last step
may require the aid officte te obtain a number of documents besiees the
application. Indeed, institutional applxcatlon forms are typlcally

. _ supplanted in- importance by the detailed financial aid dgta ‘provided

by the applicant to needs analysxs service agencles, and then passed

-

od to the school, witprthe approval of the student,-as a report for

institutionel use. ' L o ¥

- /

S These materléls are, of course, retained in the application &id flle,
as are a variety of other materials acqulred as part of the application,
) process, prior to the initiation of the packaging: process. For example,
other materials that may be lﬁcluded in the applicant s file are
v certlflcatlons of acadequ stending, affidavxts as‘to dependency or other
issues of status, spec1al appllcatlon forms for partlcular kinds of aid,
conSumer information certificates (e.g., copties of dlsclosure and
truth-ln-lendlng statements, signed by the recxplent to certlfy that
" their contents are understood6F other kinds of loan—related
.documentatlon, %Bpportlng doiements for-data .su mx;ted in the needs <.
analysxs process (such as IRS 10&09, which may be requested to confirm

ingome claims), correspdndence, and occ331onally transcripts. Of
particular’ SLgnxflcance is the observation’ that at“ieast some. af the
schools explléltly plan fqor the handling of late appixcatlonsn Althought
the sedsonal ebb end‘fggw of all of these activities is pronounced (see

below), some application activity occurs at all times.

Closely reldted to these activities are those record keeping and
reporting activities inclt_xded in the third acﬁiuity:categpry, which Y
accounts for ower 20 percent of the total activities enumerated.

Clearly, the most p;ominent of'these is the preparation and submiss{en of
' the FISAP report. This 1s the combined program applrcatxon and reporting
form for part1c1pants in the Federal Campu§ Based aid program. This
hactxvxty follows a strong seasonal cycle~wh1ch peags with the October
submission deadline (see below). The imposition of this deadline
. allows many schools to preschedule their FISAP award rev1ew, appeal

s

preparatlons, and appeal proeesses.

A.2. 118 /




The detailed activityfcitations'are presented in Table 5.A. They
serve to provide an excellent inventbry of most of the ma jor work tasks
that are carried out in the aid office. The éasks which are most
prominent stand out clearly and define the major preoccupaqiongiof
financial aid specialists, while many of the activities that are
mentioned less frequently serve to call attention to a large aumber of
secondary respomsibilities and duties which the aid office must also ;
handle. In addition, the detaile& data on'work activities provide some
feeling for seasomality and timing for particular aid tasks, which will
be addressed at length below. For convenience of exposition, the
detailed tasks of Table 5.A haves been’grouped into four major
classificétionsr-.Application and Outreach Activities, PRackaging and
. Awarding Activities,,Repdrting and Record Keeping Activities,:anddAkl

Other Activities,

?f‘these four major activity groupings, Table 5.A shows that over 40
percent fall under the heading of ”Packaging and Awarding Activities.”
The bglk of thesg responses- gare concerned with the detérmination of the
amount of an’ award, often for saecific types of aid or specifié kinds of
recipients. There are also a substantial number of citations for award
revisions, as initii}‘determinsticns are adjusted and altéred. This can
occur for -a large number of reasons, including changes in family circum-—
stances or available resources, rafusals of ass1st§§ce, correction for
éverawards, shifts in fees or other budget elements, etc. Other
activities in the award process were noted by aifew schools, fuch
appeals by studeq;gp changes in the hneeds an&}ysxs (that is, an
ad justment in expected family contribution), apd the reallocation of aid
funds orlgxnally assigned" to appllcants wﬁo fail to enroll or withdraw

after enrolllng. -

“Almost 30 percent of the responses fall in the "Application and \
Outreach Activities" classification. These activities include the
preparatlon and distribution of aid literature, materxals, and "’
appllcatxon forms; the comduct of workshops and seminars for students and

Q

their famllles, outreach programs to flnd needy applicants; counseling

\ fs’
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- . expected on the basis of the number of recipients alonePs It is
. idteresting that the low level® of productivity for 2-year Bublic schools

in the cases of NDSL and CWS, while not disturbing the rank ordering on
. / »

the basis of scale, nevertheless confirms the earlier (and similar)

findings of T&§1e-i.2‘ above. Thus, on balance, greater scale generally

. is associated with higher product{vi&y, with the possible exception of 't>
,2~year public schools.

LRSS
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SELECTED MEASURES OF FINANCIAL AID OFFICE .WORKER
PRODUCTIVITY AND SCALE OF OPERATIONS BY ,.INSTITUTIONAL LEVEL

TABLE 5.12:

- AND CONTROL: ACADEMIC YEAR 1978-79
’ —
. . ALL o .Institutional Level and Control _
- T y " E !
S SCHOOLS A-‘x’e’lr 4-Year XYear ‘2-Year Profri-_. a
_ ﬁg\ - - Public Private Public _ Private etary
Mean Persons Co ‘, i . < N . .
Per_ Office Vorke::*{’ 362 . 837 273 507 158 164 .
Mean Persons Counseled 2672 8208 1558 1629 514 ns -
Mean Aid Applicants - - -t .
Per Office Worker 239 s 248 185 13 . ~99
Mean Aid Applicants 1782 5089 1258 740 342 195 ..
\, ST :
Mean Aid Recipients - . -
Per Office Workerl/ ) , R
BEOG - 360 516 379 242 317 187
SEOC - - 473 7% 457 21 - WS . 166
NDSL 442 773 419 77 . 646 126
cws 290 72’ 107 78 kk)! A
Memn Aid Reéipientl . .
BEOG 566 1882 3132 442 115 115
SEOG . 205- 473 169 V115 59, 2
NDSL 421 936 - 373 41 86 5i
CWS 32 746 257, 87 89 10
Source? In:t‘itut.ioml Site Visit Survey. i

1/1he denominator for each case is tyz‘penon—yurs of financial aid office staff time
reported as sllocsted to the particular aid programs,
- Iy . [

On Table.5.12 in terms of both individuals counseled per worker and
aid‘iﬁblicatioms.processed pgr worker, there is a perfect rank
correlation among the measures of productivity and their corresponding
measures of scale (1.e.,\1ndav1duals counseled and appllcstxons
processed, respectlvely). Using aid reclplents by program as the scale

measure and aid-recipients per worker by program as the measure of
productivity, Table 5.12 shows that the rahk'correlggion is not perfect,
‘but that the rankings of scale and productivity are Eﬁe same in all but
~three cases. Two of these.éases occﬂ?‘q; the BEOQOG programs (the 2-year
*publi; and the proprietary schools have 13ver proauctivity lévels than

expected on-the basis of recipients alone) ezd one occuri\in the SEQG

[

program (the produ&ﬁivity for 2-year private schools is much larger than

LN
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Office Staff Productivity o \

Throughout this final section of Chapter 5, the statlstlcs presented
reportedly, involved implications regardlng financial aid efflce ‘and TN~

- worker productivity. These 1mp11catxons_have been varlouily referred to’

LU 11

as "efficiencies," "scale economies," and productlvxty. "The purpose of '
this last table in Chapter 5 is to complete the focus on*productibity; _
Before doing so, however, it mus§ be made clear that, in the discussion .
ef worker proguctivity by type of school) no reference is being made as
S to the capabilities, or d1fferences\$q capabllltrés, of vorkers among the .
school types. Th;s question was explored edrlier in Table 5.7, where it '
wag concluded\that differences ip educatlon and experience were small and
{scattered, W1th some minor’ systematlc variation correlated with gross

‘wage and salary differences (see Table 5.8).

Rather, Table 5.12 will examine producﬁivity differehces which would
occur even if all persomnel of a given type were identital in capabili-

A ET
ties. That 1is, product1v1ty differences will be due prlmarlly to -

economies of scale of operation (Whlch results from the ability to

~ provide a better mix of resource inputs such as computers, the abxllty tov"
have office personnel specialize in task assignments through d1v;81on of
labor, the avoidance of problems connected with factor .indivigibility,
and the ability to spread tasks, which are necessary but unrelated to
office size, such as many reporting functioms, over a larger.volume of

.~~~  office operations), and not to differepces in worker capabilities. : €E}
- -

The productivity figure?'in'Table 3.12 are inversely related to the
‘ measures used in prefious tables. This is because previous tables
examlned the workers used per unit of output, whereas Table 5.12 examlney
the standard measure of product1v1ty units. of output per worker. Just .
. as the previous measures were found to decline as the size of the -
operation increased, .the measures on Table 5.&2 should increase as

; operatiom size increases. For convenience, the appropriate measures of

‘the size of operatioms (persoqe counseled, aid applicants, and aid’ ¢
recipients) are repeated on Table 5.12 from Table 5.5. * .
¢
-~ / 10 &
5.27 v3
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Whilé’é wide variety of recruiting sources are employed among the

school types, these patterns do not serve to explain the patterns of

‘Airing and retention problems (although they may contribute to them).

One other possible explanation for the hiring and retention problems
(other than those explicitly stated as a problem in Table 5.9) is the

selection criteria used in employing aid professicdnals. Table 5.1l shows

_ that, witp v%rtgglly all schools in the sample reporting, school tyﬁe-

specific frequeﬁcies of selection criteria are evident, but nome is
systematically related to the problems itemized in.hiring and retention.
Typica}ty, technical skill is the mostafrequently mentioned selection
criteria, although 4-year public schools report FAQ experience as a,
screening criterion more frequently. Interestlngly, 4-year private
schools mention FAQ etperlencifas a screenlng criterion just over half
the time. ,Other important selection criteria for 4-year public schools
(who seem to use more crlterxa, more often) were management skills,
counseling skllls, and acadeémic background. Again, private schools use
this latter criterion in oply two out of five cases. Lastly, proprietary
schools use the selection criterion, personallty, only half as often as .

do the other types of schools.

TABIE 5.11: PERCENTAGE OF INSTITUTIONS USING VARIOUS RECRUITMENT

.~ -  SELECTION ODRITERIA IN HIRING AID PROFESSIONALS, BY
INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79= 1/ -

.

" Institutional Level and Control

4-Year 4~Year 2-Year 2-Year Propri-
Public Private Publie Private etary

Technical Skill 86 a2 97 80 90
FAQ Experience g 92 | 61 80 8¢ . - 83
Counse ling Skill g8é 69 " 83 70 19
Management Skill . 90 78 67 ‘60 62
Acad. Background 78 4t 50 40 66
Personalbity ' 20 20 20 20 10 .
Nusber of Respondents 50 49 30 10 29

Sourcet Institutional Site Visit Survey.

i“'b{ultiple responses sre sllowed in esch colusn, ]

5.26



In the face of thése hiring and retention pfoblems; it is interesting
to see ﬁiﬁt sources are uséd to recruit aid professionals,'and to see
whether'd%fferent soufges are used by those types of schools which report
hiring and retention pi&blems. - Table 5.10 shows® that, while some
differences exist by type of school, there appears to be no systematic
relationship between recruitment sources and the reporting of hiring and
the rete;tion prablems. The most common pattern is to use sources In“the
f?llowing decreasing order of importanoe: school placement offices,
general audience advertisements (e.g., newspaper ads), prﬁfessional'
éssociaticns, special audience advertisements, personal contacts and,

lastly, private placement services.‘ ,
- B Red
TABLE 5.10: PERCENTAGEQOE INSTITUTIONS USING VARIOUS RECRUITMENT SOURCES
FOR AID PROFESSIONALS, BY INSTITUTIONAL LEVEL AND CONTROL:
ACADEMIC YEAR 1978-791/ . - o

o

.

) . .
. * Institutional Level and Contrql

4-Yeer  4-Year - 2-Year ° 2-Vear Propri-
Public } Private LPubli¢  Private etary -
- .

School Placement Office 72 50 . 59 25 39

Gen. Audience Advertisement 60 37 59 25 39
Professional Association ° 62 33 29 LI &
Special Audience Advertisement 62 27 35 13 11
Personal Contacta _ 13 17 ’ 12 50 22 _
Private Placement Service 19 2 ‘6 0 6
Number of Re:péndcntt ‘U 30 17 8 18 .

»

Source: Institutional Site Visit Survey.

E/Hultipko responses sre allowed in each column. .

-~

Sixﬁy percent or more of the &4-year publi? schools use one or more of
the folfowiné: the school_placement office,- general and special audience
advertisements, and professional associations. The most frequently -
mentioned recruitment source for all but the 2-year private schools is
the school placement office. For the 2-year private schoofs,‘the most
frequently méntioned source 1s personal contacts, with absolutely no use
made of professional\associations or private placement services by these
schools. Little use IY made of special audience advertisements by either

2-year dbrivate gchools or. proprietaries. Lastly, proprietaries reported.

-using none of the recruiting sources more than 40 percent of the time. -

-
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Retention and Recruitment of Aid Professiomals . * e

Given the salary levels displayed above, it is not surprising that’ . .
£ ' salaries are the dominant problem in hiring and retaining FAO«prdfes- _
gsionals. Excluding proprietary and the 2-year school, which dlsplay low ¢

‘numbers of responses, Table 2.9 shows that almost aLl*qf the 4~year

schools which stated they had a hxrlng problem, and&d;lerge percent of
L, those reporting a staff retention problem, 1nd1cated that low salarles
. ‘ were a’cause. Ovecall? other hiring problems xn these schools were minor
by compargicn, with up to 20 percent of “the 4-year schools with hlixng .
problems meéntioning such factors as working condltlons, school Iocatlonfmﬂﬁég .
and lack of Support from the school administration. On the other hend, o
' higher response frequencies were received frcm 4-year schools reporting
retention. problems caused by working condltlons (over 30 percent), and
the hlrxng of workers with limitéd commiftments (spouses.'of students) or
the h{ring of young workers who eventualky realize the lack of advance- .
ment opportunities within the fimancial aid office (around 20 percent) - .
. P .
\\ TABLE 5.9: PERCENT OF INSTITUTIONS GIVING SPECIFIC REASONS FOR HIRING j@&é{{f -
"AND RETENTION PROBLEMS, BY INSTITUTIQNAL LEVEL AND CONTROL:

, ] - ACADEMIC YEAR 1978-79 _ _ . .
v 3 c
R Institutional Level and: Control
) 4-Year “4-Year  2<Year 2-Yeer Propri-
. ) Public Privete Public -Privatg etary
Riring Probleme (T} ) ' '
, . School Location . . 0 7 17 0 0
Working Conditions P09 18 o 0 0
Salary i 97\ 89 50 100" . 100
Lack of Suppert 9 4 . 33 - g 0
Number of Cases ' > 28 12 2
Retention Problems (2)
g ., . . : * . v
Temporary Enplayiirt a4 24 25 25 - 0
‘' Working -Conditiocns 36 13 25 o S0
Salsry ‘- 91 . 73 83 50 S0 , ‘
. Lack of Support - 11 6 0 25 ¢
Nuuber of Cases % 13 12 4 2
Source: Institutional Site Visit s?r\rey. ) ) .
Y L2 A
. l"ﬁultipl_é responses, sre allowed in each eolutn</ .
.
e .

-
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"y TABLE 5.8: MEAN SALARIES (IN ANNUAL DOLLARS) FOR SELECTED PERSONNEL
" CATEGORIES, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR
- 1978-79 . :

- &

~

ALL Institutional Level andeontrol

SCHOOLS

4-Year G4-Year 2-Year 2-Year ° Propri-
Public Private Public Private etary

Prafessional and . ‘o

Peer Colbinedl/ ) 12,852 15,948 10,598 16,691 12,572 13,260
Professional2/ 14,891 21,191 11,508 15,503 l;;915 - 17,884
Secretarial/Clericatl - 5,809 T 6,719 4,889 7,154 S,559 7,549
Source! Institutions! Site visit Surveyi .

. »

ifnug to OMB restrictions, salaries could not be obtained directly. Rather,
the total wage bill in esach office for Professions! and Peers combined was
cbtained, end these salaries were calculated by dividing the wage bill by
the number of full time equivalent professionals and peere in each office.

szJIeuilted by sssuming that professional :nlnriln are 150 percent of peer
salaries

- galary advantage of publlc over private contxnues to -hold. It is
Lnterestlng, however, that under this "ad justment" the salary advantage
of A—yea; public schools was substantially enhanced, while the proprie-
tary salary lavel for professionals increased to a figure above that of °

the 2-year public schools. This phenomendn ‘in the proprietary schools l

may reflect. the fact that‘these are profit ing institutions where the

flnancxal aid officers often serve 1n<more“3§%n one capaclty. (The

.
“

financial aid officer may, for example, own the school.)

The salaries for secretat}al and clerical workers age highest in the
public schools and the proprietaries, where they are around $7,000 per
year. Salaries are somewhat lower in the private.schbols, where they are’
$5,500 to $6,500 per year. This is the same general pattern that wis
observed for prgfessional salaries, and lends confidence to the pat'tern

observed amonghthe "adjusted" profeasional salaries. ItW\is interesting

.to ngte, however, that secretarial salaries are higher in\the 2-year
pubilc schools than in 'the 4-year public schools (the reverfse of that
observed for professionals), and higher in the 2-year priva e schools!

than in the &4-year private schools. -This probably reflects the added
responsibilities borne by many secretarial staff workers in the 2-year '

institutions. . . !

5.23137 -
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‘part;timehand full-time employees. The least experiencé& ful¥-time -
professionals, howevér; are~founé in 2-year private schools, and the
least experienced pa;tvp%pe professionals are ‘found in 4~year public
schools. It is intefé;f{ﬁg'that, in all but the public schools, the pért-
time employees exhibit moré'work'expgfience than do the full-time
employées oﬁ.average. The size of the full-time/part-time experience
differential in the nonpdblic“schools (especially the 2-year priﬁate s

schools) suggests that mean full time equivalent salaries .should be lower

in the nonpublic schools, in'spite of a somewhat lower proportion of '

full-time professionals in these schools (see Table 5.5).

[y

TABLE 5.7: EDUCATION AND WOﬁK EXPERIENCE OF FULt-TIME_AND PART-TIME FAO
PROFESSIONALS, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC

YEAR 1978-79
ALL Institutional Level and Control
) SCHOOLS 4-Year 4-Year 2-Year  2-Year Propri-
Public Private Public Private etsry
© W Mean Hg:l&xperience l . . .

Full-Time . 4.62 4.64 4.59 5.26
- Part-Time A,.Iz 1.46 4.86 2.20
' Mean Schooling (in years) J N

e R Il i A

- . . .iff“gg 5 2 . . f

Source? In.tién;i;?nl gite Vigit Sur\:cy. : X/ N : '

Thié_SQggéstion ig paftially'verifﬁed'in Table 5.8, which displays

mean salaries by personnel type and type of school. Even though the data

"do not permitthe separation of professional gnd peer employee salaries,
* » N

an examination of the mean combined galaries, followed by an examination
of salaries of professionald and peers separated by assumed proportions,
‘should provide a useful picture of the variations in salaries by type of

school. Table 5.8 shows that the combination salaries of private schools

.are indeed lower than those in public schools. "Since the tombination

salaries allow substantial_variations.in the mix of profegseionals and

pgers.(which, of course, can affect salary comparisons), \an attempt was

" made to. adjust for such a mix by éésigning a'proportional.relationship

between professional 2nd peer salaries (i.e., 'a ratio of 3 to 2, 4

respectively). The,x@sults of this adjustment show that the same basic
. ' ¢

"
-
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. A
handle between 4 and 14 times the applicant load, depend1n§ on the per- .
. sonnel types belng consxdered, with an overall average for all personnel

. types of almost 8. Obviously scale economies are being realized.
‘ L]

- The last set of figures on Table 5.6 describes the percent of each
personnel type being employed full time in each school type. Overall,
tﬁe FAQ professional is most often employed full time, with secretarial

~and clerical least often employed fﬁll time. In addition, on average,
the majority of each personnel type is employed full time, with an
ovalill average for all personnel types combined of almost three-quarters
employed full time. Examination of these statisticﬁ by school type,
55

d secretarial

however, reveals that peer emp e employed more often part time in

x 4-year public schools, a
. &7 .

and clerical personnel are .
employed more often part|time in proprietary and 2-year private schools.
In fact, 2-year proprietaty schools employ secretarial and clerical
personnel fd&iwjime less thgn one-third of the time. This may reflect

-t ‘the fact that secretaries in\2-year private schools and proprietaries

"wear many hats" and divide their time between’ financial aid and other

activities (e. g+, admissions, registrar, faculty). Lastly, ln“f/; 4-year

schools and the 2~year publl§ schools,.alpost all professional financial

aid officers work full time. This is not the case in the 2-year private /l

. schools and proprietaries. These institutions, often share professionéls

& wltﬁ’other schools, hire professionals'on a consulting basis or, more

commonly, assign full-time schogJ employees to serve part time as

fln%pﬁlal aid professionals. This, of course, extends to all types of

financial aid personnel in these school types: and explains why overall,

R only between 50 ahd 60 percent of the staffs of these offices are

[ J
employed full tlme by the financial aid office.

Focusing on the FAO professionﬁl, it is clear from Table 5.7 that the

" typical full-time professional has a bachelor's degree and between four
and five years' experience; the typical part time professional has
something less than a baccalaureate, with just over four' years' \

experience. Professionals in proprietary schoolsftend to be slightly

less educated with, on average, less than a baccalaureate degree for both
~/ . )
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TABLE 5.6: NUMBER OF AID STAFF FOR PERSONNEL CATEGORIES, BY INéTITUTIONAL ’

’ - LEVEL AND CONTROL:. ACADEMIC YEAR 1978-79
7 ~ i -
. o . ALL . Institutional Level and Control
. . . SCHONLS: 4-Yesr 4-Year 2-Year 2-Year Propri-
. Public Private Public Private  etary
= ' £ ' . ’
Mean FTE Staff . P
) . .FAQ Professionals 1.92 419 1.62 . 1.07 1.12 0.56
., Peer Employees : 0.89% 0.87 0.95 0.70 Q.47 1,05, - ’
Secretarial/Clerical 3.26 .8.36 2.10 2.39 1.26 t.1e
' " Total C 607 13.41 +  4.67 4.11 2.85 2.71
Mean Staff Per 1,000 ’
Applicants
FAO Professionals : 2.66 s 1,18 2.51 2.14 3.73 4.58
Peer Employees 3.29 g.78 .88 2.97 2.13 11.01
Secretarial/Clerical 4,78 2.29 2.72 _ 6.28 s.11 17.76
Totsl 10.52° - 4.26  B8.11 11.42  10.97 . 33.35
- Mean Percent Full-Time
FAC Professionals 87.2 97.3 85.0 93.3 67.2 64.5
Peer Employeer . 67.2 39.0 75.2 78.7 91.8 57.3
Secretarial/Clerical 63.5 72.1 64.2 73.0 28.7 . 372
. Totsl 73.1 78.8 74.4 79.4 58,7 52,2

e

Source: Instjitutionsl Slte vieit Survey.

secretarial/clerical personnel reported, but also to wide differences in
the numbers of other personnel types reported as well. For example,
proprietary and 4-year schools are relatively high users of peer

. * employees, whereas 2-year schools are low.users of these personnel. This

. . v . "
is somewhat surprising, because peer employees in proprietary schools are

not eligible for CWS, so one would assume that their usage by proprie-

taries would be diminished srelative to other school types.
¥

In spite of the clear pattern of gtaff size varying with the workload
(i.e., applicants), it is clear from Table 5.6 that the staff size is not
ﬁroportional {o the workload. The number of staff per 1,000 applicants
shows that there is a strong tendency for the large schools (in terms of
applicants) to have more efficient staffs (possibly because of the use of
computers, the ability to have staff specialize in tasks, etc.) than the
smaller schools. This confirms thé‘findings of.Tables 5.1, 5.3, and 5.5

) regarding scale economies. While such a finding does not ibld in every

case between school typds of adjacent average siges, the extremes are

rather dramatic. The persomnel of the largest school types are able to
%
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participation rates are onlgﬁﬁbout half ‘those in 4-year schools. 1In the
) )

4 - B . [ . [d * /
public institutions the percentages of students receiving NDSL Campus

%

'!0 [ " . k4 * - . *
Based aid’are more than three times the percentages receiving such aid fn

private institutions. This same pattern holds among the'nonproprietéry
schools fn the case of CWS, although the observed differences are ﬁot
nearly as large. Proprietary schools take the 1ea&~in SEQOG partici-
pation, as well as ﬁEOG participatioﬁ, which refLécts the high cost of .
"education in these schols relativd to tﬁe students' resources, as well a;‘
high NDSL participationm. Interestingly,_proprietafies have negligible
‘CWS participation, which reflects the inability to hire their own
students as other school types do. Finally, it is noteworthy that the
percentages of public schpol students participating in NDSL and CWS are
almost identical within éach institutional 1evel.‘ Private institutions‘
_rely more heavily on CWS than on student loans, although the pergentages

of students involved in both programs are fairly small.
o

General Charactéristics. of Aid Office Personnel ’

Distribution of Characteristics of Aid Office Personnel
The finadcial aid office is typically staffeg by three types of

workers: professionals, peer employees, and secretarial and clerical
workers. The functions of each type of worker may not be highly
specialized. Each may "wear many hats" and often serves as a close

substitute for "‘the others.

¢ Table 5.6 shows the composition of the aid office staff by type of
school. From the firsg three rows in the table it is clear that schools
vary widely in the total amounts (as already shown in Tables 5;1 and 5.3
above) and kinds of labor used in the aid procéss. As_anticigated, the
figures on Table 5.6 repeat the findings of Table 5.1, that the staff
size varies diréct1§ with the aumber of applicants to be processed. The
comﬁosition of these work forces,do not, follow such a simple pattern,
however. While sectetarial and clerical are always the mosf heavily used
type of personnel,. their number relative to the other types is widely

varied. This is due not only to a substantial variation in the number of .
L : . .
. - ‘ -
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These patterns of figures and their reletieefvalues (i.e., determined
by dividing the weeks per persdd>peifyear for each program on Table 5.4
by the corresponding number o§ aid recipients on Table‘S.S) clearly
ipdicete that there is a greﬂgfrangé‘of efficiencies anfong the types of
schools (addressed at length, below) *But, within each school type, the
pattern of the’workload repor per recipfeﬁ{ is almost the same (
‘ln fact, the é@tlpients fer w&jyload of BEOG-‘SEOG, and NDSL are almo
1dent1cal), except for 2-year publlc schools where an unusually large

amount of time is spent on NDSL i?d CW3 on.a pe: recipient besxs.
l~¢

Other perspectlves on the typical workload.can be obtalned by -
examxnlng the relative frequency of coynseling, aid appllcatlons, and aid
awards for nonmproprietary lnstltucyons. From Table 5 5, it eppea:s_;hdk )
about 90 percent of those enrolled get counseled. This is not the case,
however, when one'realizes that many of those?counselea may never enrcIIA
or even apply for enro%}ment in theeschool. .In fact, some of those

counseled may be r:;e{ang financial aid cOunsellngrfrom more than one
£

" institution as par

L)

L 3

individuals receive counseling ét a school as .eventually enroll (as’
undergraduates for more than half_tnme)iin that ;zhool, on average. It
is also the'cese that more individuals receive counseling then apply for

aid. Obviously, some of those counseled do not enroll, and some of those '
that do enroll do not apply for aid (presuqably based on the information
received ip.the counseling session). On‘averege, about three-fourths as )
many apply for financial aid as eventually enroll. This varies from'less
than half for 2-year public schools to between 85 and 90 percent for the
private nonproprietary schools. Such differences between the public and

private nonproprietary universities may reflect differences in tuitiom

fees and other charges (see Table 32.,1){

By type of program, Table 5.5 shows that almost 30 percent of the
undergraduate student enrollment is rece1v1n§ BEOG, with proprietary
schools far above this average. Differences between public and private
nongfoprietery schools are much more pronounced in the participation

rates for the Campus Based programs. In 2Z-year schools the SEOG

5.18
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TABLE 5.5: THE SCOPE OF FINANCIAL AID WORKLOAD AS MEASURED BY A VARIETY
P : -4  OF SELECTED STATISTICS,.BY INSTITUTIONAL LEVEL AND CONTROL: ™ .
‘ . ACADEMIC YEAR 1978-79 '

' - ALL ™nstitutional Level and Control -
- ”«
. - _ SCHOOLS 4~Year 4-Year 2-Year 2-Year Propri- v
K Public Private Public Private etary N
Mean Persons Counseled 2,672 8,208 1,555 1,629 .  Sl4 318
Hean Aid Applicants 1,782 5,089 1,258 740 342 195
Mean Unduplicated - i :
Reclolentsl/ - . 704 2,07& . 566 487 . 183 117
Mesn Aid Recipients ' ’
A - e _BEOG : 566 1,882 332 442 1158 115
' SEQG ¢ Cot 205 473 169 115 59 32
. NDSL : 421 936 373 41 86 ~ 51
' cws . 320 746 257 a7 a9 10~ ,
Mean Per Recipient _ ) .
Workload2/ . , - © e -
© .BEOG - .02 .008 .032 .038  .08%  .187 )
. SEOG R . .02 .008 .03 .031 066 .194
Lo NDSL f. .02 .008 .031 .85 .069 " .200
. oS . .033 014 . .040 .137 .094 .350
Mean Counseled/Enrolied 0.93 0.88 - 0.96 0.91 0.86 - 3/
2 Mean Applicants/Enrolled 0.73 0.59 0.88 ‘ 0.40 0.84 k!
Mean Recipients/Enrolled (2) W
BEOG 29 29 27 26 28 53 .
. . SEOG ) 9 9 13 5 L I U ’ :
NDSL 12 13 4 23 ? ’O )
~ WS 1 10 8 2 16 2
’ - .
Source: TInstitutional Site Visit Survey and Sturent Survey (for recipient/enrolled
- . figures only). - . LN : ‘ P .
- ' - . ' ’
l’iepcated from Table 5.1 for convenience. . -
2/ ¢dtculated Sy diu;iding the werk wveeks per person. per year for aach program on Table
5.4 by the corresponding number of recipients on this table. .
2 3/rigyren for proprietary schools were exliuded because 211 variables were defined for
* tharether school types oi & standerd 9-month scademic year, and this was not possible
for enrollment in proprietary schools. )
L] r ‘
. . ¢ "
.
L} a - .
¢
P . . -
':.
f
, ¢
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the overall pattern, ln that workers in these schools-:devote slightly
more t1me ‘to NDSL than to CWS, but the major departure is, again, in the
case of proprietary schools. 'By far, the most time~consuming Campus
Based program for proprietaries is NDSL,Twhiéh takes up more than half of
all Campus Based staff time. This 1is due not only to a large absolute
amount of staff time devoted to NDSL compared to other school types, but

also to the fact that CWS is not very time-consuming in sbsolute terms 1

for participating proprietaries. This, of course, largely reflects the

extremely small scale of CWS in participating proprietaries.

It fs interesting to cqmpare.tﬁe time spent on financial aid programg
and activities with_selected measures of the workloéd typically facing
. the institution. Table 5.5 shows that, as expected, the A-year public
schoolsllead all others on‘average in the number of students COURSEIédf
number of'appiicants, and -number of aid recipients. This type of school
is followad (but not closely) b§ 4-year private; 2-year public, Z-yeér'
privaté, and proprietary in all cases, except (1) for recipients, wheré
the mean number for proprietaries is slightly above that for 2-year
privétq schpols, and (2) for_students .counseled, where.Z-Yeaprublié is

s

slightly above 4-year private.

-+

-~

The pattern of recipients by program only partially reflects the
staff tnme allocatlon of Table 5.4. Clearly BEQOG is the largest program
in all schools in terms of recipients, and thus mlrrors the staff time |
allocation pattern. The recipient patterns among the other programs do
not match the staff‘time allocétfons in all cases, however. The pattern
of CWS taking more time than NDSL, and NDSL taking more time tham SEOG,
as established for "All Schools'" in Table 5.4, barely holds for 2-year
private schools in terms of recipients. Most other school types tend to
follow the time-.allocation pattern established by proprietary schools of
NDSL taking more time than SEOG, which in tutn takes more.tﬁne than CWS.
Specifically, this latter recipient pattern holds for other school types,
except for 2~year public schools where SEOG and CWS change plhces.

AN
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- . TABLE 5.4: ALLOCATION OF STAFF TIME AMONG ACTIVITY CATEGORIES, BY'
- . INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79

Inlti'tutioqal Level and Control

ALL
SCROOLS 4-Year 4-Year 2-Year 2-?;3:2 Propri~-
\ : ) . Public Private Public Privete etary
\Percent Time Spent Ont - )
- BEOG * 26.9 28.1 21.8 13.0 27.8 YR
' Campus Basedl/ . 44.8 42.3 52.2 9.9 44.5 20.8
SEOC & Campus Based2/ 71.6 70.4 76.0 2.9 72.3 61.1°
Work Weeks Per FIE Worker L
- Per Year: I /
BEOG 13.5 15'.3 10.6 6.7 9.7 21.5
SEQC . 5.0 3.9 5.7 3.6 1.9 6.2
- . NDSL ' te.0 7.6 11.6 7.6 5.9 10.2
cvs ., 10 -10.8 0.3 11.9 © 8.4 35
) . N
Sourcet Institutional Site Visit Survey. v
1/an institution was included in the percentage calculations for this row if the
" institution participated in gt least one of the Ghree Csmpus Based finsncial aid
programs, :
2/an institution was included in the percentage calculations for this row if the .
institution participated in BEOG and st lesst one of the three Campus Based finsocial
2id programs, :
An examin&%@bn of these percentages by type of school shows that
nonproprietary schools participating in BEOG and at least ofie of the
- . Campus Based programs allocate over 70 percent of all aid staff time to

these four Federal programs. The public'scﬁﬂkls‘in this groﬁp spend less
of this time administering the Campus Based programs and more in
administering the BEQG program than do private schools. Pf3prietariei
are the only schools to spend more time on BEOG than on the Campus Based
.programs. In fact, the time spent by proprietaries on BEOG averages more
than twice that-speﬁt on Camﬁus_Based prqgrams.' This is likely due to

the more limited use of the Campus Based ‘programs by proprietaries.

The overall time spent among the Campus Based programs per full-time
equivalent financial aid office worker' is shown on Table 5.4 to follow a
pattern of slightly more time béing spent on CWS than on NDSL, and about

twice as much time on NDSL than on SEOG. Most school types conform to

this pattern. There is a slight departure by 4-year private schools from

. | 135 x
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Even excluding staff time spent on record keepiég-and réporting;
however, there remainvlarge &isparitieslin the gtaff time expended among
the types of schools. For example, need assessﬁent and packaging
combined vary from 9.9 to 19.1 in terms of staff weeks per worker per
vear, and from 3, 5 to 13.8 in terms of staff hours per applicant.
Furthermore, the extreme positions are taken by proprietary-schools and
4~year publxc schools. The former are lowest in' terms of total time per N
worker, but_highest in terms of time per appllcant‘ whereas the 1atter
are highest in terms of staff time per worker, but lowest in terms of ‘
time per applicant. The implication is clear that these dxfferences are
explalne@ by scale effects. Those schools with the largest number of
applicants. (a-gear public.schools) require more staff time per worker,
but are more efflczent in their operations and are able to spread the
fixed costs of report1ng over a larger numb £ appllcgnts, so that
‘staff time per applioant 13?9ubstantlally reduced. These figures»are
also consistent with the small size of the propfietafies (in terms of

_ both applicants and financial aid staff) and the consequent personalized

: . . R -
! nature of the services these staffs provide. ’

Turning to Table 5.4, Qé can examine the allocation of staff time ‘
) amoﬁg the programs within the financial aid offices of the various types
of schools. Overall, the four Federal programs (BEOG, SEOG, NDSL, and
_ Cws) account for over 70 percent of all staff time for those schools
participating in BEOG and at least one of the Campus Based programs, with
the time devoted to the Campus Based program being two-thirds greater
than that for the Basic Grant program. These percentages nge some
xndlcatxon of the huge impact the Federal programs have had on financial
aid offices since their inception 15 years ago. They now constitute the

- bulk of the work performed by these offices.

- /
P . .
N . .
.
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Several points must be made. First, the qyerali "new" pattérn of
work effort displayed om Table 5.3 'is due largely to the qllocatioﬁ of
* staff time in propfietary schools. Second, recall that éroprietary :
schools were by and laige absent from the statistics‘gf Table.5.2, S@
that thelfinaings of Tables 5.2 and 5.3 are really not-contradictoryc
‘Third, the high figures.on record keeping and reporting shown .for
proprietary scﬁools (relative to Soth the same activity classificaion for
other school tyﬁés and different activity classifications for. the same
school type) .are probably due, in part, to a failure of proprietary )
schools to distinguish reports and record'keepiné_required for financial
SN aid per se from the repbrts and record keeping required for other -
a purposes. It may also be partially due to the fact that aid in ‘ )
& proprietary schools often takes the form of student loans (see Table 5.3,
below). Loan programs typically place a-heavx Fecordwkeeging burden on
the institutions. At the same timgf proprietaries, as profit-making
enterprises; may feel that special attent{on to reports and records
'pfotecté them in the evént of audits, revieWS, and contragﬁual diSputés.

TABLE 5.3 ~ALLOCATION.OF STAFF TIME AMONG ACTIVITY CATEGORIES, BY
‘ INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79

{ ~ ‘
' s . : 7 ALL JInstitutional Level and Control .
- SCHOOLS 4~Year 4-Year 2-Year 2-Year Propt{-
. - . - . Publiec Private Public Private etary
L Task Specific Work Weeks
A - ' per FTIE Worker per Year .
Need Assessment 5.77 . %.35 6.06 5.47\..  4.07 4,25
Packaging 9.49 . 12.71 9.67 7.55 8.99 5.64
Reports snd Records 11.87 li.61 12.52 10.16 9.04 12,40
Task Specific Work '
D Hours” per Abplicant .
‘ Need Asgsessment 2.10 1.04 1.79 2.08 1.50 6.07
Packaging : 2.95 2,40 2,23 2.80 _ 4.15 7.75
., Reports and Records N 5.21 1.70 4.78 3.23 4,35 17.75

. Source: Institutional Site Visit Survey.
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Workload by Program, Task, and Type of School =

Before. examining the composition and.pro&ucﬁi#ity of the staff
typically émployed .by financial aid officers, it should prove useful to
asce;teﬁn the contribution to the wqykload made by each type of financial
aid proggam; and category of activity by type of school. By examining

: the allocation of total staff time in financial aid offices by type of o
school, we can further refihe the findings of Table 3,2 (and the table
from whlcb it was drawn, Table 5.A in Attachment A) and focus on which of
the gid programs is the most burdensome by type of school.

The 1n1tlal examination of staff time is presented 1n Table 5.3,
where an attempt was made, to separate staff effort 1nto categorles as
closely resembling those in Table 5.2 as p0551b1e. The:efore, the task
categories of "Need Assessment,” "Packaging,"” and "Reports and Records"
are utilized ie Table 5.3. Furthermore, staff time.is presentedhin_weeks‘
per year per staff member as one measure, and is restated on a per
applicant basis as hours per applicant as another ﬁeasure. _0f course,
figures for each type of school are reported in addition‘to a. weighted

Eigure for all schools combined.

Looklng flrst at the "All Schools" figute, it is clear that staff
time among the act1v1ty categories does not have a perfect rank -
'corre}at1on with the f1nd1ngs of Table 5«2, Regardless of whether the
staff time is exéressed on the basis of the number of applicants or not, N

reporting and record keeplng take the most staff time. ﬁuch the sape

picture is also presented when looklng at staff time by type of school.
On both a weeks per year per staff member and a work hours per applicant
._BQSIS, thg’fnew pattern holds for all but 4-year pub11c schools, and is
very pron.unced for proprietary schools. 1In the case of proprietary
schools, the act1v1t1es of reporting and record keeping show a work level
which is two E\,three times greater than‘the other two act1v1ty

categoties. _ , .
Q.. 4 ‘ . ) L]
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relative seasonal pattern that runs counter to the overall level of

.activity. It follows a regular annual movement from the summer, when aid

application activity is the least; to peak periods in January and .
Fébruary, when most requests for the following academic year must be
submitted. hhen applications and supporting documents are received by
the aid office, "Packaging and Awafding Activities" may begin (see line.
"II" on Figure 5.2). These activities peak in late spring and continue
at high levels throughout the summer, as schools prepare for fall
openings. Once incoming and returﬁing students are processed for the
fall, aid packagiﬂg activities diminish sharply until the next year's

round of applications begins to arrive. This cycle appers to havé the

;samé general shape as the overall cyéle of Figure 5.1, but appears as

other than a level line because of the much wider variation displayed by.

the packaging and awarding cycle.

Lastly, the "Reporting and Record Keeping Activities"'éroup (line
"III" on Figure 5.2) is.out of phase with the total activity cyé&e.
Activ}ty in this group is fair1§ low except in the summer and early fall,
where activity for this group is actually composed of two separate
reporting "peaks." One peak.immediately follows the June graduation.
season when the past year 8 activities must be summed up and reported, and
final preparatlons made for the new fall term's awards and disbursements.
The second peak follows fall degistration, when the FISAP (the combined
application and reporting form for Federal Campus Based aid pydgrams)

must be submitted. : N

In summary then, there is a distinct qulic&l pattern to the total
workload of a financial aid office wﬁich.isfnot controllable by the
individual office. Furthermore, the overall workload cycle‘is a result
of overlapping géoﬁps of activities, which often are associated with
dlfferent award years, and w1th each group exhlbltlng its own unique
seasonal pattern. Flnally, none of the component groups of act1V}t1es

seems to be controllable by the individual financial aid office, as well.

Y
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FIGURE 9.2:  SEASONAL VARIATION N ‘I;IIE PERGENTAGL COMPOSITION OF THE TOTAL REPORVED FINANCIAL
AL OFFICE ACUIVITIES BY MONTH .
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The second is that the activities .of the financiéLbifd office
represent a mix of events associated with overlapping aidfyeafs. That
ig, the financial aid office must make and administer the aggrd.packages
for the current year,'as well as prepare reports and apﬁlications.int
anticipation of the next year's award cyc{e. Thus, we have an overlap:of
responsibilities to the current recipients and respbnsibilities to
potential fﬁturg recipienits during virfﬁally every moanth of the annual

work cycle.

'fhe third point is that the overall workload is seasong{ in botﬂ size
and composit{on. Figure 5.1 records the total nu@ber‘ﬁf activities
reported by month th;oughout the year. Clearly, the total wor&}oai

I appears to be seasonal, with the most activity occurring in t‘iglate
spring and early summer, and the least aé?ivity occurring in t e late
summer and,thiougﬁout tﬁe fall. The curve of activity is not smooth,
however, which suggests that, in accordance with the overlapping of
financial aid annual work cycles, in the second point above, the ‘sgasonal
workload may be -a composite of several component cycles that do %g:
follow the same seasonal pattern., Accordingly, Figure 5.2 has been
prepared to examine the composition of the workload over the annual

period. -
‘ - \ | ,

Figure 5.2 is constructed so that the percentage share of the total
reported_activitiés is shown for each of the four major task or activity
groupings. Thus, if all groups had a cyclical pattern that was "in
phase” with the overall pattern shown in Figure 5.1, then all four lines
on Figure 5.2 would be level (and,:of course, parallel). Such a:

_ _situation is much Fhe same with-the A1l Other éctivities" group
(designated by "IV" on Figure 5.2). -The percent of total 4dctivity
represented. by thi; group fluctuates randomly around 10, indicating. that
rhese support activities tend to rise and fall with-the total of all

activities.
-~ b

This is not the cas@ with the, other three activity groups, however.
. Each appears to exhibit its own seasonal pat;ern. For example,
-~ ']

"Application and Outreach Activities" ‘(designated by "I'") seems to have a

A

-
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The Cyclical Pattern of Financial Aid Office Activities

e

P
The complete details of the raw frequency distributions of these
. - L
2,172 citatiens, along with an accompanying analytical narrative, are
<; presented in Attachment A to this chapter. Table 5.2 presents a summary

of these statistics, however. An examination of Table 5.2 (and Table 5.A.

-".\

in Attachment A to this chapter) would reveal three important points.

The first is that tfiare is little that a financial aid staff can do to

o« -

control its own workload. The overall burden is a function of enrollment

and the associated student needs. Most deadlines, incohing forms and

communications, financial disﬁursements, and other basic features of work
in student assistapce are established by agencies other than the aid
office, including the'thool's ownlcalendar, application systems (which . °
have been heavily influenced by Basic Grant and other Federal aid ‘
programs), and funding cgéles. %n consequence, the workload must be

taken as a given, and the main preoécupatisﬁ‘of an aid office is in :

keeping up with this load. . ) -
ﬁABLE.S.ZS ACTIVITY FREQUENCY COUNTS AND PERCENTAGE COMPOSITION OF THESE
COUNTS FOR MAJOR ACTIVITY GRQUPINGS, BY MONTH: ACADEMIC YEAR

- 1978-79 : : -
'

\ *

Months of the Year

- Jan Feb Mar- Apr May June July Aug Sept Oct  Nov Deg

Al)l Activity Count ’ 193 189 188 197 212 186 213 168 180 166 129 151

Relgtive Frequendies (D1/ . : .
Application and Outreach 4.6 46.0 35.6 28.4 23.6 18.3 13.6 16.1 17.8  21.1 38.0° 35

Pnéklging and Awarding 3o.1 . 31.2 41.5 47.2 54.2 5.8 43.2 /ﬁ}.a’ 34,9 25.3 30.2 kM
v
Reporting and Recordkeeping 12.4 3 9.0 4.4 10.2 11.3 17.7 .38.0 32.7 30,0 38,6 22.5 13

All Other Activities 13,0 13.8 8.5 l14.2 10.8 9.1 5.2 6.2 8.3 15.1 : 9.3 1.

“

S

Source: Institutional Site Visit Survey.

l/Hay not total to 100.0 percent due to rounding.
L 4 -
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mentioned by the schools. Thus, an activity is recorded or counted each
time it is mentioned. If a single school reported thax it undertook a ¥
specific activity each menth during the year, the frequency count for
that activity would be incremented by one for each month of the year and
the annual total incremented by 12. At the same time anotﬁer school may
report the same, activity for one month only, so that the frequency count
for that month, as well as the annual total, would be incremented by *
one. Clearly, these couhtq or frequencies are very gross measures, but
should be useful, nevertheless, in ascertaiting the nature of the roles

per formed by financial aid offices 'throughout the year,

Some dlfflculty.was encountered however, during this data
_-vauISItlon and'analysxs due to the inherent ambiguity of much of the
terminology used by schools to describe their financial aid work and the
consequent anon51stency,among institutions. For example, it .is not
clear where the "processing of applications" ends and "aid packaging"
begins, nor is it clear that "awarding aid," "mailing award letters," and
"disbursing aid" are always distinct and unambiguous.tasks.‘ Therefore,
in coding the schools' responses on thelr workloads, conventions had to
be established. For example, awardlng was treated as a key word
denoting the final allocation of funds, "mailing" was treated as a key *

~ word denoting  announcement of the aid office's decisions, and '
'fdisbu:sing".was treated as a key word denoting a financial transfer,

possibly occurring long after the formal award. »

Despite these difficulties and the lack of weighting by-the sampling
proportions, counting the total number of times each activity vas
mentioned by schools in any partlcular month does yield a rough index of
the prominence of partlcular work tasks. Such an index increases as
schools call attention to an activity, and 'as more detailed information
. is provided about that activity. This is particularly the casé€ as the
law of large numbers takes over, so that one can take some comfort in the
fact that a total of 2,172 specific citations of financial aid activities

were reported by the schools, each linked to the month of the year in

which it was undertaken.

N 5.61»14
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The way in which institutions émploy. and allocate professional and

npnprofessional staff can bear greatly on the quality of the services

which they provide to the consumers of &inancial aid funds and to those
seeking information. For example, aid offices with a staff emphasis on
reporting and compliance requirements may relegate counseling or infor-

mation dissemination activities to a gecondary role. Other schools may

. ) . . ¢ m : . (d L L .
reverse these rdles and, in fact, run the risk of forsekﬁng adminis-

trative requirements in order to increase the effectiveneds of their

consumer-telated services. ‘

" The undeérlying issue of this chapter is, how effective are most aid
offices in the management of scarce resources, including persomnel? This.
iseue is, of course, faced by all offices witﬁ maﬁagement responsibility,
but" is greatly. complicated for "those financial aid offices with
responsibilities for graduate students, law school students, etc. The

results presented below will provide the réader with an overview of the

. ways in which aid offices manage their internal operations; the effect on

the ultimate deiiéer;'of student aid will be.eiplofed'at a future. time.

L

»

RESULTS | | I

Allocation of D&fice Activities - - .

. The Nature and Intensity of the Activities

In order to get 3ome idea of the,extent, timing, and nature of the-
workload facing financial aid offices, the site visit teams were asked to.
gather data. regarding, the month-by~month ‘work activities in financial aid

offices. Fortunately, a number of schools maintained detailed work

_calendars; while most others were able to identify major types of

activ1ties even though much of the detail might be lacking. On the other

»hand,*some schools (particularly the smaller proprietary institutlons)

were eventually excluded from this analysis because they did not operate

¢ )
on traditional academic calendars, and therefore had monthly or quarterly
. ¢

-
r

activity cycles,rathef.than an annual cycle.,

This means that these initial statistics on financial aid office

-

activities represent'coﬁnts of times a particuler type of activity is



I3
»

-

One of the areas of concein in personnel matters involves the
division between ' professxonal" and "nonprofe531onal" responsibilities.
The National Nssociaqion of Student Finamcial Aid Administrators
(NA§F&$),ffor one, has advocated the establishment of the director of
financial aid as ; "professional” with decision—éaking power and salary
to match. However, there is a limit to the placement of professionals in
financial aid offices. While professional staff may be assigned
responsibility for superv131ng various areas of aid Offlce operations
(e.g., records management College Work Study) there must also be a
contingent of nonprofessxonals to provide the necessary support

services.

&

Nonprofessionals can be grouped roughly into "clerical" and "peer"
categories. Clerical personnel are necessary to carry out a variety of
1mportant support functions. These functions include the per formance of
reception, typing, filing, and assorted paperwork lelgatlons. In recent
years, nonprofessional support has also come te include data processing
personnél to cope with the necessitigs of computer-based operations.l/
A peer employee is one who 13 roughly the same age as the student aid
applicants or is also a student. One purpose of employing peers is to

bridge some of the personnel barriers (i.e., a "geﬁér&iion gap!') which

_may exist in traditiomal aid office situations. Many observers of the

financial aid system have advocated the'employﬁent of peers as the most
effective-way to establish a true two—way'}ine of communication between
the student and the financial aid office. At some schools, peer .training
programs inyolve a cooperitive effort between financial aid adminis-
tréggrﬁ and campus student organizations. Peer employees are most
valuable when they are educated in the details of the aid programs for
which students may be eligible, as well as in the natqfe of the student
and office(r)'s perceptions, goals, and objectives. Furthermore, an
activg peer program can have a significant impact on the quality of

counseling services, ' .

1/In some of the largest schools, data processing personnel has been
employed to develop and to reflne new modes of computer applications to
financial aid.
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* Program'Responsibilities

A 3
In general, the responsibilities which aid offices must assume in .
-order to fulfill the requirements of particigatipm in the- Campus Based

and/or Basic Grant Programs are grouped into four areas:

e  Packaging and Awarding Aétivitieg;
Application and Outreach Activities; ' ‘

e Record Keeping and Reporting Activities; and

-

. All Other Activities (e.g., validation, monitoring, training).

Each and evéry financial aid office mt;;);ope with the above scheme of

duties in some manner. For the majorip§ of institutions, this involves

?
assembling the prOper‘Ebmblnatlog/df staff and resources in order to meet

M

>
these challenges. A minority of imstitutions will contract out some of
these tasks to private individuals or firms who, for a fee, will assume
some of the burdens of program participation (awarding, reporting, record

keeping) from-the institution.

THE ISSUES
. ) . _ .

#llocating Aid Office Duties

As part of his/her management responsibilities, the institutional
director of finamcial aid must organize his/her staff in a way which will
_provide for the efficient performance of the work at hand. At Ehose
1ﬁ§:1tut10ns where the volume of work (as best gauged by the number of
axd applicants it must serve) is sufficient to demand the employment of
spgclallzed personnel, the'assigmment of areas of responsibility can be a
o key to the overall effectiveness of the entire aid operation, "As will be
| noted in the "Results" section of thlS chapter, questions of staff
assignments may not apply to the smallest institutions. At these
schools, the aid dlrector_may, in fact, comprise the entire aid office
- staff. 1In other cases, aid personnel may be perforﬁing aid-related
functions on a part-time basis, while they are, in actuality, assigned to
other- areas of the institution (admission, registrar, bursar, etc.).
Thus, the following discussion of the division of labor within ai

-

offices may not be applicable to all institutions®

S ¥ )
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TABLE 5.1: SELECTED BASIC CHARACTERISTICS OF SAMPLE INSTITUTIONS o
PARTICIPATING IN THE STUDY, BY INSTITUTIONAL LEVEL AND CONTROL:
ACADEMIC YFAR 1978~79

. Institutional Level and Control’

ALL
' SCHOOLS ~ 4~Year 4~Year 2-Year  2-Year Propri-
Public Private Public Private etary
Schools Reporting 172 50 51 31 10 30
Mean Tuition & Fees $1,980 $660 $2,930 $304 $1,843 $1,927
Mean Enrollmentl/ 2,920 9,050 1,390 2,687 764 226
Mean Federal Aid ' ,
$ecibientsgf 704 2,074 566 487 183 117
Méan Financial Aid . ' ~
Office Staff 6.1 - 13.4 4,7 4.1 . 2f8. 2.7
Source: Institutional Site Visit Survey. ' *-\/r

1/Enrollment is for a standard nine-month academic year, except' for
proprietaries, where .enrollment is the number enrolled at the time the
survey was administered (January-April 1979). All enrollment is
undergraduates with at' least a half-time course load.

!
-

E/Recipients are the unduplicated count of those receiving one or more of
the four Federal programs: BEOG’USEQG’ NDSL, CWS.

Of course, public schobls have more aid recipients than their pr%vate
counterparts (with proprietary schools trailing) and larger staffs to
administer the aid. However,'fhe differences in staff sizes are not as
pronounced as the aid recipieﬁf'differences. This means that public
schools have more efficient financial aid officers than private schools.
This is most’ likely not due to the institutional control tﬁpe,.but due.
instead to the scale of operations present. That is, the bublic schools
have larger enrollments and recipients so that the financial aid officers-
are able to take advantage of scale economics and employ a less than
proportionate financial .aid staff (iye., each staff member is able;to
handle a larger recipient load in ::i larger schools). For example,
proprietary schools require about the same staff size as 2-year private
schools, 1in spite of the fact that their recipient load is less than
two-thirds of that of the 2-year private schools. Cleaily, more will be

=

said about this phenomenon, below.

-
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INSTITUTIONAL PROFILE

.
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INTRODUCTION (

.

.

Description of the Institutions in the Study

Prior to investigating te comﬁ?ﬁxitieg of &he operations of
institutional financial aid offices, it is important to have an overall
_picture.of the institutions which are being studied. Table 5.1 enu-
meratés some basic characteristics of the sampled institutions which
participated in the site visit collection effort. The information
presented in Table 5.1 illustrates the utility of stratifying insti- -

tutions according to their level and control.

Ror the 172 schools particiﬁating ih the site visit portion of the
study, the meagltuition yas.just under $2,000 and the mean enro{lment
just’ over 2,§OO¢ Approximately 25 pertent of tﬁosg enrolled were .
“racipients of éne of the Campus Based or Basic Grant programs and were

reviewed by financial aid officers with just over six full-time
equivalent staff members. The varigbility by institution types, however,

is striking. Table 5.1 shows that tuition and fees for the private
schools are between four and‘six times higher than those of their public
counferparts, with proprietary fees and tuition ranking above those for .
2-year prjvate schooips+ On the other hard,. the mean enrollments show
jusf the opposite  pattern (i.e., public Schools with between. four and ;ix
times the enro llments of their private counterparts), with proprietary

schools rankiﬁg far below any of the other school types.

"\



aid practices. The design -of the Campus Based programs seems to be most
compatiblé with minimal central control. On the other hand, there.are,
clearly, numerous practices which some aid offices undertake that result
in inequitable treatment or produce results which ware never desirea@'
(e.g., the awarding of Féderal aid based on academic or athletic
ability). In the contemporary context of limited regulatory scope, an ad
hoc communications network has been established among the.various -
elements of the student financial aid system in an effort to promote

proper and efficient aid administration. \\_ - -\\\\

There are'four basic channels through which information ig dis-
seminated to those 'concerned w1th student financial aid. Much of the
lnformatlon provided is in the form of guidance on spec1f1c ald practices [l

and procedures. Briefly, the part1c1pants.1n this network are:

° USOE: which promulgates regulatioms, insures compliance,‘
attempts to keep aid pegsonnel abreast of current issues under
consideration (e.g., t rough the Bureau of Student Financial Aid
(BSFA) newsletter), and studies and/or evaluates the aid system;

e Professional Agsociatidns: which sponsor studies, semlnars, . /;>.
conferences, and publications on a wide range of student
financial aid issues, lobby the Federal government, .attempt to (/&
develop consensus on issues of debate, provide a means for aid
personnel to exchange ideas, approaches, and practlces, and
/ publlsh guides detalllng specific aid office operatious;

. Private Need Analysis Services: which serve as information
‘clearinghouses, publish manuals for use by aid officers, lobby
o . Federal, state, and local officials, compute statistical data,
solicit membership, and sponsor seminars and conferences; and

~ ° The Aid Community: which functions as an informal "grapeviné,"
. ) — providing a virtually unlimited resource pool that| enables any
- ;o other member of the financial aid system to* draw upon a wealth
‘ of knowledge and ideas simply by dialing a telephope or writing
: ' a letter. , \ <

H * 1 )
- .
- L

In reallty, the comblnatlon of the above-named part1c1pants in this #///f

financial aid communications web can assist aid administrators to oqby “a

'llmlted degree. As it has been, and will be, continually stressed
throughout this report, the local circumstances of each financial aid ,
office make it unique unto itself. For a financial aid officer, hfis/her
discretion and judgment become his/her most valuable topls. USQ ~and the
Congress have intended that the Federal financial aid systembe

’ *
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responsive to the needs of students on as individual a basis as is
possible. * By Qestidg so much discretion at the inétiputioﬁal lgvél, the
Federal' government expects that there will be a certain amount of A
variance in the péactices-implemented by institutions. in‘Fhe following
chapters the existence of variance will beﬁéoﬁtinually illustrated. ' At

the present time, there is no general rule which identifies just how much

" variance is allowable before it results in inequitable treatment of

students. 'This is a quastion which deserves more attention despite its

resistance  to empirical study.

H
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FINANCTAL NEED ANALYSIS

. "YOU CAN'T SELL YOUR TRAGTOR TO PAY FOR COLLEGE" 1/

INTRODUCTION

*

»
Application for Aid

Need analysis-—the determination of the student's expected total
f&hily contribution-~is a process which'has been subject to intensive
review and revision by the U.S. Office of Education as wekl as by the
iinaﬂcial aid community in general. The student and/or his/her. family --
begin. tlve need analysis process by completiﬁg financial aid applicaéion
forﬁs. Individual institutions may require students to complete any

nuinber or combination of financial aid dpplications. supplied by private

‘need analysis services, BEOG, states, foundations, other government

agencies, or the instiéﬁtion itself. The choice of which forms insti-
tﬁtiong‘requife from. aid applicants will largely be a function of the

type of aid programs offered by the school. For example, institutioms
which participate only in the Basic Grant program will have no use for

any applications other than the BEOG form.
. .

The Basic Grant Program has a need analysis methodology all its own. «g

Students applying for a Basic Grant must have the application processed

.directly by the U.S. Office of Education (USOE) and may apply by
i

completing a special Basic Grant Application Form. For the past few

yeérs, USOE has been processing Basic Grant applications from information

l/A comment offered by a Director of Financial Aid at a state lhivergity
in the Southwegt.

2 |
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_abstracted from financial aid forms Subﬁittqd to the Collége Scholarship
Service (CSS), the American College Testing Program (ACT), and the
Pennsylvanig Higher Education Assistance Administration. A student who
completes either the CSS Financial Aid Form £FAF) or ACT Family Financial
Statement (FFS)--the most commonly used forms--may, by checking'the
appr&priate box, automatically apply for a Basic Grap@ award. This is

known as the-'"Multiple Data Entry System."

Most institutions rely on the CSS/FAF or ACT/FFS to calculate student ’
eligibility for them. The FAF or FFS is returned to the school in the
form of a "need dnalysis report" (NAR). This repert details the

‘student's gipected togal family contribution and estimates his/her
eligibility for BEOG. Although both ACT and CSS operate,roughly-under
the same guidelines for need analysis, they employ diffeRjent application

' forms. Basic Grant eligibility is computed accdrding to strict Federél
reéulatiqn (see the Fq@erai Register 7/26/79, Part V, Department of
Health, Education-and Weffare--#S'CFR Pa¥t 190). Students receive a
Student Eligibility Report (SER) .by mail directly from BEOG. ' The SER
not{fies the student that.he/she may or may not be eligible to receive a - &3
BEOG award. Eligible students them bring the SER to their school's '
financial aid office, where an aid-officer then sets the BEOG award levell

\ according to the USOE~published BEOG payment sche&ule. This schedule
considers the student's cost'of‘educaﬁion, full- or part~time status,
Student Eligibility Index, and the half-cost limitation. The half-cost

‘ limitation sets the maximum BEOG award at no more than one-half of the -

student's total cost of attendance--the BEOG budget. The Student
Eligibility Index (SEI) is the calculated ngmber,‘prihted on the SER by
the USOE application processor, which identifies the degree of-the
student'; need, in accordance with the BEOG methodology.. The student's
Basic Grant award is inversely related to the size of the student's SEI.
A student with an SEI of zero ("0") is eligible for the maximum Basic

Grant award, while a student whose SEI is over 1,600 (for the 1978-79




at

.

academic year) is Heemed ineligible to receive a BEdC.g/ The budgeting
. procedure to be employed in calculating Basic Grant awards is also

specified by statute (see Chapter 8).

Family Contribution

Y

.

‘ "For the financial aid.offiéér, the key to judging the need.of an:
. individpal\student, relative to qther applicants fér aid, is that
student;s calculated Expected Family Contribution (EFC). 1In their
*’atfempés to allocate a limited pool of financial aid resources, many
schools uge the EFC'as a means of ranking students with respect to

need-—the lower the EFC, the needier the student is donsidered to be.

. _ Whén schools receive the appropriate neéd analysis reporf, they afe
given the opportunity to review the calculated EFC and adjust it as they
deen necessary (20 USC 107062(a)(2); 45 CFR 176.12(c), 176.12(f)). This
may be doné in cases where the financial aid officer.believes that the
.student is experiencihg "dhﬁsual circumstances" (CSS, ACT, and a number
of other aid aﬁplications alléw étudents to indicate the existence of"
suéh circumscanées). For students who file as dependents, the bulk of
the EFC is generally comprised of "parental contribution" (PC) since’
parents are, in most cases, the prime sources of support for these
students. This portion of the EFC has colloquially been referred’ to as
th; "pared%s' fai:_ghaﬁe" contribution to a dependent's education. Thus,
for students who file\as dependents, this adjustment i$§ usually

incofporated in the parental contribution (PC) segment of the EFC.
. -

Negative Parental Contribution

~ In the course of a student's need analysis, it .is possible for the
‘resulting expected parental contributiom to ggﬁéxpressed as a negative
dollar amount. This indicates that, in effect, the parents of this
student will, themselves, need to be subsidized in order for that student

and his/her family to meet the costs of a postsecondary education.

2/For 1979-80, the maximum Basic Grant was raised from $1,600 to $1,800.
As such, students assigned SEIs ranging from zero to 1,800 were
eligible to receive BEOG awards.

L]
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The effect of a negatlve PC can be readily xllustrated by inserting this
figure into the formulé for determlnlng gross financial need. This ~
_example assumes that the other areas of expected contribdition total less

than the negative PC s, that the EFC is less than zero:

“e T
Sy S

. N
(Student Budget) - (-gFC) | = '\ Need
- The result of subtracting this negative number from tbé‘student budget 1is
to add the amount of the negative contribution to theﬁbudget amount., In
this instance, the total need of the student will Be gréater than the ‘

student s total expense budget. It should be noted that a magorlty of
schoole do not utilize negative parental contributions and instead set a
negative PC equal to zero. (See the Results portion of this chapter for
further elaboration on this mattergﬂ

pw

o

Benchmark Flgpres o

v

In order for a specifié-need analysis system to be considered as an
appropriate means for;cbﬁputing stu(&ﬁﬁ;eligibility for Campus Based
assistance it must conform to standards established by USOE. These

~ standards are cqnteined in the "benchmark figuree" published yearly in
the Federal Reéister by the Commissioher Qf Education. Benchmatk figures
are comprised of saltple cases of student aid applicants and their
resulting expected family contributions. Need analysis systems which
seek USOE certification must calculate famlly contrlbutlons within $50 of
;o the USOE benchmarks in a majority of cases. In this manner USOE e
maintains consistency in need analysis without assuming direct control of

€

the assessment' of student eligibility for Campus Based funding.

THE ISSUES

Need Analysis Formulas

*

z * The term "need analysis" itself, reflects some of the confusion
su;rounding this process. As was outlined in the preface to this
section, a calculation of the expected family contribution is only one

.t facet of the process of determining a student's level of need.. Students,

“.\

N
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financigl aid officers, USQRy and the Congress have all, at one time or )
anotker, expressed dissatisfactign with the computat’ion formulas which

are the bases for arriving at an expected family contribution level.

.
5

/As part of the hearings on the Reauthorization of the Higher
Edhcatiou Act held: in May 19?%/ Constance ﬂpite, Director of

Undergraduate Finanmcial A1d at Yale Unlverslty, offered the following

thoughts on the issue of adherence to the calculated family contribution:
* AY

It must. be reallzed that the contrlbutlons calculated by

the major flnancxalfeld services provide a consistent - and .,

. equithble calculation appliéd to Lnfogﬁﬁx;on submitted on the

" need analysis input documents. The r sultiggjcontf}butibns
should be considered as re}iable recommendations but only as
recommendations. ,They are a guide to judgment but nof a A
substitute for tﬁg\reVLew and appropriate adjustment by s )
knowledgeable financial aid administrators.

The information submitted to -the finéﬂfial aid
services is frequently supplemented by documents
submitted directly to the financial aid office. In
addition, the aid administrator may request clarifi-
cation. of the initial data submitted or a tax return
in support of the’apﬁlication. The need analysis
system serves a variety of institutions and agencies
and provides contribution figures on a wide range of
students and their families. Only through careful

review by financial aid administrators cam the
complexities Faced by individual students and their

L

* ~families be incorporated intg the finmal contribution ' o/
!!!éres. -(Emphasis added.)Z/ . .

-

»' Ms. White raises the concern that the financial information from
which the expected family contribution' is derived may not always be
pertinent to the situation of every studeﬁt in every possible circum-
stance. - In the cdse of independent students, it has been argued by

others that basing the student's countribution on his/her income from the

»

-

-

E/Constance White, "Overview of the Need Analysis System and Uniform
Methodology," in the U.S. Congress, House, Committee on Education and
Labor. - Hearings on the Reauthorization of the Higher Education Act. .
Washington, D.C., May 1979, Vol. 3, p. 119. ' ‘



- prior year is not a valid means of assessing a student's ability to

contribute while enrolled in a~postsecondarx,institutién. Joel Packer,

then the Legislative Director of the United States Student Asséciation, . i’
explained to William Ford, Chairman of the House of Representatives' |
Subcommittee on Postsecondary Education, Committee on Education and
Labor, that indepandent students who have "stopped out" of school and
worked full time for a year or more are being asked ta contribute '
financially to their educaﬁion dnd support based on_earnings which they
will, most likely, not be able to duplicate while enrolled full-time in-a

postsecondary institution. Mr. Packer and other student advocates asked,

at.the time, -that,- . : , .
” -
".e.the studént aid officer oé—;;iffnstitution be given the %,
ability to determine whether, i act, the previous year's
earnings was related to what the present year's earnings would
be.4/ ’ '
. - . o  §

The Results portion of this chapter will outline some information

which institutions provided on the frequency and manner of adjustments
AY

made to calculated family and parental contributions.

-

Applications for Aid

As has been touched upon in preqigus sections of ;his report, and
wil? be further considered in Voluﬁe.II, USOE is concerned wit
ﬁaintainiﬂg a certain level of consisteat practice and equitable
treatment of students among the gfeat number of institutions which
participate in the Federally sponsored aid programs. One component of
this effort has centered on the forms which students are required to file
when applying for aid. Currently, USOE, in cooperation wiPh othe¥s in
the financial aid community, is working towards adoption of a "common

form" in an attempt to further standardize the need analysis process.
p

[
3

»

i/U.S. Congress, House Committee on Education and.Labor, Hearings on
the Reauthorization of the Higher Education Act. Washington, D.C.,
May 1979, Vol. 4, p. 95. .
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Reaching this goal will require a majof effort when viewed in terms of
the large number of need analysis services cdrrently employed by various

postsecondary institutionms.

o

éCT and CSS have worked closely with USOE in this effort. to develop a _ ¢
common need analysis system. The data clearly indicate, however, that

;here are a number of other‘sysgems which ayxe in géneral use today. With

the exception of BEOG, the Internal Revenue Service, the Illinois State

>z

'Schplarship Commission, and the Pennsylvania Higher Education Assistance
Administration, thé need analysis agencies commonly used by institutions
are privately owned and operated. ﬁény of the institutions which
subscribe to these systems do so in order to avail themselves ‘of the wide
range of additional services which they can provide to schools. In
addition to.performing need analysis computations, some of these agencies
also provide the financial aid office at a given school with assistance ‘
in packaging, record keeping, report preparation and compliéncs with

state and Federal] regulations, as well as assistance with the preparation

.\\-.. .

of eligibility and funding applications.

For the 1980)-81 academic year, BEOG, ACT, and CSS are employing a
simplified aigf application :form in hopes of taking some af the mysteries
out of the applicationrprogéss. The ACT and CSS versions of the aid
application wi%} also be more similar than in the past.

¢

“Computing Eligibility , .

. A student's financial condit%on will be subjected to several need
analyses depending on the types of aid for which he/she applies. USOE
prefers that.eligibility for the Campus Based programs be computed in
accordance with a uniform methodology. Individual states practice their
own specified versions of need analysis, as do the other distributors of

financial assistance.

[

USOE has taken steps to standardize the need analysis procedures as
applied to the Campus Based programs. The establishment of a*"uniform *

methodology," by which privately operated need analysis services

158 . *
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- calculate student need, was prompted 5} suggestions made by the Keppel
panel and others. In this manmer, USOE has moved towards ensuring that -
. students ;receive equitable trea;mnnt in the assessment of their .
eligibility for the Campus Based programs. The components of this
assessment process have also coﬁe under publlc scrutiny. A most common
topxc of discussion has been the amount of the asset protectlon
"allowance. Whether a family should be expected to draw liquid resources
fromgggpliquid assets (e.g., homes, farﬁ;, businesses, machinery) is the

question belng rais many‘aid officers, as well as by aid appli-

cants. USOE is s klng to strike a balance between the two sides by .
- attempting to ariive at a compromise contribuE;;a which can be expected .
to be borne by the Istudent and/or his/her family. Another point of P
controversy has been the treatment of independent students with regard 53’f
the calculation of their need. Some institutions are wary of the }
legitimacy ofs some s%udents' claims to independent status and will
request the submission of/parental income data from these ‘'students, as if
they were dependents. Others will request ‘additional documentatron of
data reported by lndepehdent students. cgt the other end of the Spectrum,
certain institutiong. fake specéi%,§ﬁgps to adjust the contribution,
expected from indepepdent students, feeling that they are more proné to
be placed in exceptional financial circumstances. Other facets of need
assessment, such 3s allowances for other members of Ehe family enrolled
in'postsecondary education institufibns, consideration of social security

. income asea resaurce, anh the percentage of nontaxable income used
| towards a student's education, have been? and are/gurrently being,

4

debated by students, aid officers, and government officials.

REBULTS .
r e "
v Use of Need Analysis Systems _ .

Although there are a wide number of avallable\need analysis systems,
institutions aé; most likdly to rely on one of three systemi? Table 7.1
clearly indicates the concentration of usage of the Basic Grant, College

» Scholarship Service, and American College Testing Program as the prime
processors of aid applications. The numbéf of multiple responses
indicates that many institutions will recognize need analyses computed by

more than one service.

s :




i%ABLE 7.1? PERCENT OF INSTITUTIONS USING VARIOUS NEED ANALYSIS
° SYSTEMS: ACADEMIC YEAR 1978-79

oo F e . |
' Percent of l
| Total Respondentsl/
Basic Grant Application ! “ : | 36.0
0SS (Financial Aid Form) A 70.9
ACT (Family Financial\SgESfment) | ) 42.4 . .
. N S
v Income Tax System . | C 6.4 .
Student Assistance Financial Evaluation (SAFE’_ . 1.2
. o - .
Student Aid Management » : 0.0
Finanéiél Analysis Se:&ices (FAS) 1,7 '
N Illinois State Scholarship Commission _ 0.0
. Funcéional.Solution, Inc. i - . 0.0 ,
Monré;, 'The Calculator Company f | 1.7
. J. S. Jone; and Aséoéiates I ‘ _ 0.0
Pengsylvaniavﬁigher Education-Assiétance_gﬁ' y - 4.0
EMI 2/ - L - ' - . 0.6 .
Donley Richardson 2/ o o - o . 0.6
Hand Calculation 2/3/ ) : : 2.3
Institutions Reporting: | _ ‘ 172

M - - Ll

Source: .Institutional Sfte Visit Survey.

- i - LY

'l/Column will total more .than 100% due to the number of %psfitutioné
which employ multiple need analysis services.
- '_/ 1Y

g/Not specified as -a response in the survey instrument.

- 3/The term "hand calcylation” i;7app1ied to institutions which collect
financial aid data (in some instances using the forms supplied by the
need analysis services) and calculate eligibility based ‘on their own
methods of determining need.

-~ . v, .
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. Table 7.2 further elaborates on the distribution in use of the most
commonly emplqyed'need analysis sygtems. The wide reliance by schools on
the College Scholarship Service's financial aid services is evidenced
\most strongly at 2- and, 4=year publi¢ and érivate institutions.
PfOprietafy institutions are more prone to rely on the Basic Grant
application and the Student Eligibility Report (SER) tq determine s&udent
need. This is due to the number of these institutioms which do not
rparticfpate in-the Campus Based aid programs. These schools do not need
the mére‘SOphisticated computations pﬁovidedfby the private need analysis.
services. The use of the "other private need analysis services' appears
to be concentrated in the 4—year public and proprietary institutions.

" TABLE 7.2: PERCENT OF NEED ANALYSIS SYSTEMS IN USE 3Y LEVEL AND CONTROL OF
: INSTITUTION: ACADEMIC ima 1978-791/
. N Y ‘

\

Institution Level and Control

4-Yr 4=Yr 2-Yr .  2-Yr
Public Private Public Private " Proprietary
\
College Scholarship , .
Service . \ 79.6 88.2 66.7 80.0 %8.5
American College Testing g5 43.1 30.0  50.0 18.5
Service
Basic Grant . 22.4 27.5  40.0 60.0 173.1
Income Tax System o 8.1 3.9 3.3 0 15.4
Hand Calculation | 2.0 2.0 6.6 0 0
Other Private Services-g/h 8.1 2.0 3.3 10.0 11.5
.« PHEAA System - 2.0 0 0 0 . 0

Other - mot specified 0. \ 3.9 0 0 3.8
Inétitutions Reporting 49 "~ 51 30 10 26

—

Source: Institutional Site Viait Survey.

l/Pe):c:entages reflect the multiple response potential of the guestion.

g/See Table 7:1. \

16‘1
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Though they represent opposite ends of the educational spectrum, both of

these institution typesfindicate that they require the additional

services which thse other private sources can provide. .

Adjusting the Expected Contribution -
. ‘ . . .
Table 7.3, below, presents data on the proportion of institutions

which adjust the parental contribution portion of the calculated EFC.

the institutions responding to this inquiry, 91 percent indicate that

they routinely adjust at least some portion of calculated parental

contributions. Of these-schools:

° more than one-third (37%) adjust less than five percent of
calculated PCs,

P 51 percent adjust less than 10 percent of calculated PCs, and

° 79 percent adjust less than 25 percent of calculated PCs.

TABLE 7.3: PERCENT OF CALCULATED PARENTAL CONTRIBUTIONS ADJUSTED:

ACADEMIC YEAR 1978-79 ’
'Percene/af-Parental - o © Adjusted
Contrihutions Adjusted - Percentage
. .
Do.not adjust : ) _ 8.6
. 1-5 b - ' ) 28.4 i
6-10 . Co . 4.2 ¢
11-15 ' " 8.6
16-20 . 13.6
21-25 ) ' , 7.4
26-30 } ) 9.9
31 and over 9.3
Totdl ’ _ . 100.0

162 .
Institutions Reporting: T

Source: Institutional Site. Visit Survey.

Of
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Only 1l institutions indicated the existence of any set pollcy

regarding the treatment of neaatlve parental contributions. Of these,

¢ . the maJorlty ad justed the negative PC to zero. These schools, totalligg
7 of the 11, have set a policy whereby they will. not attempt to meet need
greater than the student expense budget total. Three of the reﬁaining

respondents indicate that they adjust the aid package to include more

_nonreturnable aid for students with negative expecsed parental contri-
butions; the fourth case emplpys a more general approach apd simply
considers such students to be of exceptional need.

TABLE 7.4: - CIRCUMSTANCES WHICH PROMPT SCHOOLS TO ADJUST THE CALCULATED
FAMILY CONTRIBUTION: ACADEMIC YEAR 1978-79

. i . .
. - . - : ' 0
Vg Reason for Adjustment Percenta%; £

Responden sl

Special or changing family circumstance N 69. &}?

Error on financial aid form (by student Ce 1.0

and/or in prpcessing) ‘

nﬂicap—related expenses ) 10.5

Medigal- or

' Assets nged to be recalculated 9.7
/
Summer ear 1ngs expectation needs . .0
i . ad justment '
- Miscellaneous ) o . .1

%

A Institutions Reporting:

Source: Institutional Site Visit Survey.

) , -
- i/Column will total more than 100% due to the number of institutions
which report multiple reasons for adjustments.

-
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With regard to adjusting the expected famiiy contribution calculated

for student aid applicants, a total of 76.5 percént of the respondents
T (124 schools) indicaéed that they did indeed have occasion to make such
an adj(stment, while 23,5 percent (38 schools) replied in the negative.
Table 7.4 is based solely on these 124 schools. Those institutions which
indicated that they dg make this adjustment gave a variefy of reasons for
——this exercise. Thy\ .

changing family circumstances (e.g., loss of employment; divorce;

e ‘vast majofity-(69.4%&‘3&%sider that: special or

. illness; radical shift in earning capacity) warrant a read justment of the
expected family contribution. Approximately one-fifth of thevschools,’
(21/%) note’that errors in either the processing of, or the .
’ family-reported data on, the financial aid fo}m can result in. an NG
L; * erroneous family contribution expectétion. Schools also*indicai&/ﬂ> ‘&né A
.willihgness to adjust the calculated family contribution in ordér to:
- coﬁpensate for medical- or handicaﬁ;ielated expense9~(10.5%); read just
the expected contribution from assets—-notably from home, business and
farm holdings-~(9.7%); redefine the expécted contribution from the
N\ ,/studept' summer earnings (4%); and for a variety of miscellaneous
g reasons (i.e., high tranégortation costs and exceptional individuaﬂk - /) |
need). ‘When further questioned, those schoolsywhich do adjust family |
contributions,)83;l percent (103) responded positively &hen asked whether

they change this value for other students with similar circumstancesj 9.7 J

- percent (12) gave a flat negative response; and 7.2 percent (9) claﬁﬁéd ¢
to adjust only }pﬁéBEéﬁgiéjs. ) | '

-

o N \“"’P . ‘
! ~
. SN

9 NN, . . . . .
For the student, need an51?§x§ 1§\tQ$ beginning of his/her inter-

SUMMARY

action with the aid distribution p;Bbessg The relatiye degree of need
which the institution assigns a student will bear quite heavily on that
« student's eligibility for financial'assista;;e--Fedéfal and non-Federaft
As has been illustrated, there are a number of need dnalysis systems
currently in use across the nation. The Expgcged_Family Contributions

which result from computations by these variOus‘ services should not

PR

7.13 164 .




»

differ significantly, ﬁowQVér, due to USO@'S accreditation of these
C 'services; Variation in ;he"treatmént of students can, .and does, occur
. ‘when the institution exercises its option to adjust the EFC or the
. parental contribution component of the EFC. As with most phases of the
‘ Campus Based programs, USOE has intentionally allowed institutions the
. freedom to inteypret; within specifie& guidelines, the outcome of need

. analysis forjulas designed to serve all postsecomrdary institutions and
. - - ‘o r—~

. students. ‘ : R
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DETERMINING THE COST OF EDUCATION:
& ° STUDENT EXPENSE BUDGETS

INTRODUCTION . ‘ | \

Institutional financial aid offices are charged with the
tgsponsibility for estimating thé total cost of education for student aid
recipiénts. Working within Federal guidelines, local finangial aid
officers must estabiish budgets used in the calculation of Basic Grant
and Campus Based student aid awards. -As illustrated in Exhibits IV.2 and
IV.3, the cost of education is a prime determinant in establishing a
student's level d% need. Ekpense budgets eséablished or use with Campus
Based programs must also be tailored to meet the actffal c;sts to be
incurred by stu&ents and must recognize that all students cannot iive on
the same budget. ﬁFIhe National Association of Student FxnanC1al Aid
- Administrators (NASFAA) presents the following as an overview of

institutional responsibilities concerning the preparation of ‘student

budgets. This discussion is based on the report of the N&SFAA—sponsored

National Student Expense Budget Conference held in Marcp 1977: B

o+
As student budgets-are contemplated, an institution must identify and
develop the economic standards which should be reflekted within its
student budgets. Thus, the appropriate standard of living must be
defined and the general guidelines which reflect this standard must
be identified for each expense component.

The budget should provide for ressonabie.costs (that is moderate/
modest but adequate) necessary to enable a student to attend a
post-secondary -ediicational institution during an academic year or
proportionate period thereof. The budget should provide for the

2
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F
R + esgential goods and services necessary to permit the individual

N student to devote his/her primary energies to the pursuit of an
: acceptable educational objective.l

Basic Grant Budget Regulations

r

As withyother aspects of the Basic Grant program, the U.S. Office of

.Education (USOE) has elected to impose a rigid structure on the
development of budgets which are used in the calculation of Basic Grant

awards. {his unique procedure is mandatgg by statute:
190.51 ' General attendance costs
Except as provided in Section 190.52 through 190.55, the following
are recognized as a student's casts of attendance:

(a) Tuition and fees:

(1) The amount charged to a full-time student by'the
institution for tuition and fees for an academic year.

(2) Tuition and fees may include travel costs within the United .
States required for completion of a course of study, but
not for travel between the student's residence and the ,
institution, or for travel outside the United States.

(b) Room and board: . »

(1) The amount charged the student by the institution under a
contract for: '

(1) Room and board for the academic year,
(ii) Room, plus an allowance of $625 for board for the
academic year, or
(iii) Board, plus an allowance of $475 for room for the

academic year, - '

(2) If no contract is entered into for either room or ,board, an
alliowance of $1,100 for the academic year whethér or not
the student lives with a parent, or

(3) 1If an institution enters into a contract with the student
for room and/or board for less than seven days a week, a
daily rate will be compyted based upon the standard
allowance and used for those days not covered by the
contract. This amount ‘will be added to the costs

. establighed under clauses (i), or (ii), or (iii) of
subparagraph (b)(1), whichever is applicable..

l/National.Apsociation of Student Financial Aid Administrators,

__ Fundamental Financial Aid Self Learning Guide (Washingtom, D.C.,
- NASFAA: 19805. .

. 18y




' (¢) An allowance of $400 will be made for books, supplies, and
e . miscellaneous expenses for the academic year.

(d) An 1nst1tutxon may not charge a student who receives a Basic
" ' Grant more than it charges a student enrolled in that same
program who does not receive a Basic Grant.2/

Even with 'this mandated procedure, however, the Basic Grant budget is,
likely to vary from institution to institution as a result of differences
in associated costs, specxflcally the charges for "tuition and/o: fees and
. on-campus room and board. In reality these can be viewed as "flxed"
costs, in the sense thgt the local aid officer cannot exert discretion
over the dollar amounts he/she affixes to them. They are. predetermined

by the appllcable 1nst1tut10nal governing authority.

- Developing Campus Based Budgets

*

In developing Ca?pus Based budgets, institutions ‘atre again confromted
with the existence of fixed costs. Howeve;, there is a great deal more
freedom to supplement these fixed costs as the total budget is con-
structed. 1In fact, the finahcial aid 6fficer‘maj'inc1ude a wide range of
cost items in the budget 1nclud1ng the antlclpated expenses for tuition \
and fees; room (housing) ‘and . ‘board (food)--which, for theﬁggzgpse of this
study, have been treated as a combined cost; transportation (commuting as
well as home visitation costs); and other personal expenses includiég;
but not limited to, booksi.medical, laundry, clothing, }néurance and
recreation costs. The use of 'these items as the basis for buldget
preparation is derived.ffom the Title IV regulations concerning the

¢ definition of "cost of education" as applied to the Campus Based aid

. . ?
programs. Section 176.11 reads;

The amount required to enable a student to pursue his education
at an institution of higher education includes amounts charged for
. tuitdion and fees, the amounts charged by the institution or the
expénses regsonably incurred for room and board, books, supplies,
transportation, miscellaneous personal expenses, and expenses related
to maintenance of a student's dependents. 1In the case of a student
engaged in a program of study by correspondence only his costs of

@

. 2/Rederal Register, Vol. 44, No. 18 - Thursday January 25, 1979.
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tuition and fees shall be recognxaed as a cost of education for  the
purpose of this part; provided, however, th travel and room and
board costs incurred specifically in fffl £i aizﬁb\of a required period
of residential training may be considéred a cost of education for
such a student.i/ .

L}

. Once the financial aid officer determines which Eategories of ex-
penses he/she will allow for iﬁ the established standard, the Mext task
is fo assign specified costs to each item. The derivation of thése cost
figures, particularly the ?etﬁodology‘employed, is an area of great
controversy within the financial aid community. A financial aid officer
musﬁ seek a balance between the realities of student ctiumstgnce, local
market conditions, student desires and ﬁeeds, and the wsefulness of the
resulting budget as a base for deve&opiqg the aid package. Moreover,
while it is true that every institution establishes some sort of standard
student budget this does not necessarily mean that these schools adhere
strictly to them. For some institutions the standard budgeﬁs.pnovide i
base from which to build realistic expense bddgets, reflective of the
life circumstances of individual students. In other cases, schools set
out strict parameters within which adjustments to the budget may be
applied. r

THE ISSUES

’

Measuring Student Costs .

Just as one would shop around for an automobile, a house, or a °
doctor's services, so too do families compgre costd of attendance at
several institutions under ¥onsideration. 1In order to encourage
ratlonal, informed choices, accurately measured and reported student
expense bz?gets need to be provided to potentlal students and their
families .=

Alan Wagner's emphasis, above, on the need for "accurate'" student
expense budgets is a theme that has been carried out in a number of

discussions of budgeting practices. From these discussions have evolved

3720 vsg1070b.
4/a1an Wagner, Cutting the Coat to Fit the Cloth: Student Expeénse ’
Budgéts, (Wash1ngton, D.C.: College Entrance Examination Board, 1976),

p. 8.

.
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some diffening agprdaches to preparing student budgets. Wagner groups
these approaches into three cétggories. "Thése are: (1) use of
secondary sources; (2) use of a student survey; (3) use of student

expense Qiaries."é/

'Secéndary sources, wﬁiph may include lacal living cost breakdowns
cogpiled by the Bureau of Labor Statistics, the Department of Agriculture
or other local government agencies, ‘may, provide general keys as to tﬁe
overall anticipated cost of living in a giﬁen locale. Many schools also
rély on the publizations prog@ded by the American College Testing Program
(ACT) and the College Scholarship Service (CSS) which estimate the costs

of attendance at their member-institutions as a starting p@fﬁE_Tn\fudget

prepargtion. <

4

The Midwest Association of Student Financial Aid Adminisératorg
Invitasional Student Expense Budget Conference concluded that schools ’
would bg best-advised to utilize a number of data-gathering techniques
in order to arrive at “the most accurate.bshget totals. Specific iec*
ommendgtions included ;hE conduct of a gurvey of student estimated

expenses in order to get a handle on students' perceptions.of thefr own
cost of living. An even more exacting practice is to require students to
) €«

' These diaries can provide a more

maintain '"student expense diaries.'
detailed picture of actual student expenditures. The conference
attendees caution, ho&ever, that the implementation of sophisticated
techniques for é?bense.data-éathering canQbe a costly and time-consuming
project for the individual institution. No matter which method is.
chosen, schools must also recognize their responsibility to update. the
data, before the stért of each new academic year to reflect current

~ -

economic tspnds.

Wagner reminds his readers of the true scope of the debate
surrounding the method of preparing student expense budgets: "It is
important to keep-in mind that the real issue here is that these

. different methods (of obtaining cost data) can lead to different cost

N
-

2/1bid., p. 22, - ) . ,

-, - ‘ ) /

.
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estimatei!?or the same ifem."é/ This will be worth keeping in mind
4
when considering the extent of the variatce in the budget lnformatlon

H
provfﬁed by the institutions.

Budgeting Ethiecs and Equlty | : \S

’

-As will be seen in the results portion of this chapter, there exists
J @ high.degrge of variation(in the total budgets which institutions 9
estaE&ish. This raises a number of issues ®dncerning their utility. Arg
schools developing these budgets purely as a measure of student cost or
are thefe other possible rationales for, a particular mode of budget
preparation?‘ This issue ‘is specifically addressed in the final report of
the joint "Midwest Associationm of Student Financial Aid Administrators
(MASFAA)/USOE Invitational Student Expense Budget Conference held in
April of 1976. 1In a section which.comsiders the use of standardized N

student expense budgets, the authors warn:

.+« the .procéss of budget construction may easily be used for {
purposes which do not serve the needs of .studemts. For example,
student budgets should not be established for manipulative or
-iucdnsisuenq purposes, such as rationing of funds, justifying large
und requests, showing that the full need of students has been met,
ecruiting students by publishing misleading institutional costs.
» the aims of expense budgets should be to measure educational
costs accurately, to serve as deVLces for admlnlsterlng aid ’
.-, efficiently and resg7n31b1y, and to insure basic equity among members

of a deflned group..’/ . ‘

This report goes on to further address the question of equity in budget
preparation. Their basic conclusieg is that a system which allows for
such a wide range of apprqacﬁes tzothﬁget preparation in turn leads to
broad variance in,the actual budgets which are assigned to students.
Moreover, under such an unbridled system, students gannot be Eﬁaranteed
that they will receive equltable treatment no matter whlch postsecondary

institution they choose to attend. As has been noted.previously, the

) T a . ]
'Q/Wagner, ibid., p. 22. '
7/M1dwest Association of Student Financial Aid Offlcers/Unldpﬁ States
: _ Office of Education. Invitational Student Budget Coiifererce: Working
o Papers, (Washington, DC.: MASFAA/USOE, 1976), p. 5. ~

LS
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® assigned budget-is an integral factor in the determination of a student's
."need" and,* therefore, the amount of financial assistance that student

» -

may potentially receive.

‘ . . 1 . ’ . !
In addition to consistency of treatment, there is bnother facet ﬁ.
- the issue of equitable budgeting practices ~~ that budgets should
accuratély reflect the costs which a student will be expected to bear

during ghe academic year. The National Association of College and

- University Business Officers (NACUBO), in its publication, The Management

. of Student Financial Aid, stresses the poinﬁ that "reasonable budgets are
II_S_/ me 2

comparison of.calculated student expense budgets 'with the "actual"

needed 'to calculate an.accurate need figure for the studeht.

expenses incurred: by students is é'qomplex area of study. As can be
.deduced from the previous discussion of the3methods_used to determine
specific cost items, there is_go single, unimpeachable source which can
- provide the basis for such a comparison. Thus, the limited scope of this
study will not permit it to pass judgment on the ''reasonab®eness" of the
" specific cost items which comprise student budgets.
-
| The use of the terminology to describe some of the phenomena
asociated with budgeting issues has been another topic-of discusgida..s

NASFAA has this to offer on the t?rm "reasonable'': . —

As this discussion proceeds, it may become necessary to employ
different words to connote the same meaning. This need arises, in
part, dut of the uses of the word "moderate" and‘she phrase '"modest
but adequate," which are a6t interchangeable even though they sound -
" ~similar. Webster's New World Didtionmary and Student Handbook ’
‘i . provides for a choice of definitions which include the follow1ng
moderate...reasonable or ordlnary...modest...51mp1e or
reasonable...not extreme... The common denominator of these +
definitions is reasonable.?

~ I
S/NatLOnal Association of College and University Business Offl
Management of Student Aid (NACUBO' Washington, D. C.,Il979) p( 1.

9/NaSFAA, ibid., p. VI. 4. «
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Standard Budoets Adopted by Instltutlons ‘ /
l
The figures ‘contained in Table 8.\ are the avgré%e budget figures

which institutions have established for \four basic t&pes of students.

Presenting these figures minus t;\ﬁlon and fee charges prov1des a clearer

plcture of the dxscretlonary’ﬁottlons of these budgets and aVOIdS the

confusion which may re3ult from attemptlng to compare budget totals which

also include the differentials in tuition betweeﬁ public and private

institutions. Additionally, the mean figures expressed below do not, in

and of theWselves,, indicate the high levels of standard deviation within

each category. The budget.categofies listed in Table 8.1 were chosen in

order to provide a picture of the ,treatment of the 'vast ma jority of

postseconﬁary students. Also, thesé’budget categories were the ones S
whlch mést 1nst1tut10ns indicated that thqthmployed

TABLE 8.1: STUDENT BRUDGET TOTALS FOR FOUR STANDARD BUDGETS BY LEVEL AND .—AHLJ

qggTRDL OF INSTITUTION NET OF TUITION. AND FEES: ACADEMIC YEAR
8-79 {

~,

/ . . -

" Type of Budget -
Baeicl/ On-Campus Independent Married
. A
. 'INSTITUTIONS . . 1888 - 2375 " 3299 5388
\ 4-Year Public " 1869 2382 - 3053, . 5075
4-Year Private L 1. 1749 2510 © 3466 5375
2-Year Public . 1970 %:65 3536 5691
. ' . -
2-Year Private \ 1791 2323 3842 Séﬁ%ﬂ
S Proprietary " 2081 2263 3030 57640
M AV
l = )
Institutions Reporting: i J;§Z~" 76 . 86 83
: 3 &
b \ . ) .
Source: Instltutlonal Site Visit Survey. , _ -
. I/Basic budget: single, dependent, lives off-campus (at hoﬁh), full-~ tlme, ) .
. nipe-months, state resident (if appllcable to tultlon), On-Campus: same as -
- basic budget except student lives in 6n-campus housing; Independent: same
_.as bhasic budget except student is independent; and Married: sqme .as basic. .
— budget except student is married. :

N '314753' /’..
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By and larges institutions appear, to be the most frugal in the1r
budgeting of students Wwho are dependent upon thelr parents for support
and housing. éhe dlfference-ln the total budget between these students
and‘the same types of students who chose to‘reside on~campus ranges up to

$§61 at proprietary schools and $532 at 2~-year public schools. This

‘could cause the student, and his or her parents, to conclude that taking

up residence on~campus is quite a QF51rab1e option since it appears that’
the:xnstltutlon will provide f1nanc1a1 aid to meet all of these costs,
while they have placed a strict limit on the costs asdociated w1th

maxntalnlng that student at* home.lol

Aid officérs may be taking the

view that*the actual costs to the parent of maintaining a child while
he/she attends a postsecondary school are limited, and not all that much
above the costs which wOulé normally be incurred by that family. For .-
example, it is a contention that charges for rent, mortgage, utllltxes or

household support may not vary at all, or differ only sllght;y, due’to .

- the presence at home of one child. S

The budget totals for the "basic'" budget category provided by
institutions range from $250 to $3,840; those for dependent’ students
residing onhcampusvrange-from $1,200 to $3,530. This wide-range -
variance, which does not.include differences in tuition costs may, in
fact, be more significant than the average figures. The mere fact tha
these totals eould nary by up to $3,500 is a clear indication that .
institutions are not.adhering to any set standard in developing their

budgets .

\ . Tt~

~ Y

. I4
Similarly, the budget totals for unmarried independent students do

S -

not- reveal the existence of jany uniform standard of treatment. The total
range of the- budgets, neﬁ f tuition, which schools assign to independent
students reveals even mo ariance. These budgets extend from a low of
$160, all the way up.to $ 9. The bud%et totals for married students

also r&pregsent a wide 33 of perceptions as to the level of support

4
£

L
ds

4

IO/Thxs, of course, assumes that the school w111 _package aid to meet the
full cost—~an issu& which will be addressed in Chapter 9.

# ’ .

| 71 /
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which they require. Althoug e range of means stretches over $700, the.
true degree of variance is r®wealed ny the $7 838 range in the 83 examples

of married student budgets submitted by ‘institutions.

|
There are, however, a few patterns of consistengy which are evident

from this table. Tt is clear that most institution types assign higher
total budgets to independent- students than dependent students; the
excepthn being 2-year private schools whose. on-campu:ldependent budget
is hlgher than the 1ndependent budget. In comparing the 1ndependent
student's budget (net of tuition and fees) to the married student' F
budget total one also finds some degree of consistency. At 4-year
public, 2~year public and 4-year private schools, the married student

budget 1s approximately 160 percent of the independent budget

totals.ll/ At 2-year private schools it represents approxlmately 147
percent of the independent total; and proprietary schools allow ma!ried
students over 190 percent of the independent student's budget. Thl mean
difference between these two budget totals is 163 percent. This
comparlson of the budget totafgffor two different student types p01nts
out the question of whether schools establish budgeting procedures which’
apply to all student-types. In other words, do a&d officers who develop
"generous" budgets for one category of student offer the same genexosi@if
to other student types, and, as an adjunct to this, do aid officers which
assign more frugal cost allowances also apply these princi?les_across all

budget .categories and student types?

Detailed Comparisons of "Basgic" Student Budgets/

In addition to totals, nearly all of the institutions in the study
provided detailed data on the comp631tlon of their '"basgic" student _
budgets (Table 8.2). As previously noted,-apas sategory 1s.defined as .
the single, dependent student residing off-campus with his/her parents

and attending school full~time over a nine-month academic period.

-

4
-

ll/166 percent for 4-year publlcs, 155 for 2-year publlcs, and 158
percent fnrulk-year pmates . T _
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iABLE 8.2: BASIC STUDENT BUDGET‘COMPONENTS (IN DOLLARS), BY TYPE AND
CONTROL Of INSTITUTION: ACADEMIC YEAR 1978-79 .

] b

Institutional Level and Control

ALL
Jl ~
. SCHOOLS 4-Year 4-Year 2-Year  2-Year Propri-
Public Private Public Private etary
Tuition 1324 609 2398 291 1843 1592
(for resxdents) ‘ -
Room & Board 830 902 815 754 1154 - 702
Transportation 257 272 181 347 274 266
All Other 63 672 . 585 = 62l 484 726
_ Budget Totall/ 3042 24542/ 3979 20122/ 3755 3252
Institutions - a
Rosorting: 169 49 / 51 31 10 28
L . -
Source: Instit tlonal S1te VlSlt\frrVQYo - £J i .

¢/~ and missing data. }°

.

1/Note' Compone ts w111 not always sum tiFexact totals due to rounding

2/}?or nonresidents at state schools, add $990 in addltlonal tuition chargels )
if a 2-year school; add $1823 if a 4~year school. These average nonresident
surcharges are based on 14 and 29 cases, respectively. '

~

_A more simplified approach to viewing the components of the basic budget
is to examine the proportion of each budget which is comprised of
indirec€ (or non-tuition) expenses.. Table 8.3 presents these proportions
for the pasic budget by institution type. For public institutions the ,

percent the budget devoted to ind{zgct costs is expressed for students

who must pay'in-stape as well as out-of-state tuition.

~

8.11
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- - TABLE 8.3: . PERCENT OF INDIRECT (LIVING) COSTS IN -BASIC BUDGET, BY LEVEL Amiﬁ§S
' ‘ CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 °

1] . s

,

AR ;
- ALL -
SCHOOLS

Institutional Level and-Control

A-Yehr 4-Year 2-Year  2-Year  Propri-
Public Private Public Private etary

\ Excluding non- v ¢
—" . resident tuition 56.6 ,  75.2 48 . 85.6 50.9 52.1
"~ surcharge i
Including non- -
resident tuition N/A 50.3 N/A 59,3 . N/A N/A
surcharge :
\ Institutions 160 W 49 51 0 31 10 ' 28
. Reporting: . ' .
. Source: institutionalﬂSite Visit Sdrvey. S
. - _

The above percentages can be interpreted as indicating the amount of the

student s total cost which is spent on his or her support. The remainder of
" the money is returned directly to the institutions in the form of tuition and
\ Ly

fees. Consider the implications of this split: at four—-year private schools
nearly 60 percent of the money invested in a higher education is given

J directly to the school. Students at these schools who are financing their
education’ through ome form or another of financial aid are able to utilize

only 41 percent of this -aid for living expenses. The: high cost.of tuition at
these schools results in their recelpt of a larger port1on of the aid awarded
to students and, in turn, makes it inevitable that these schools will receive
a disproportionate share of the total appropriation of financial aid dollars

(see Volume II of this report). ' . -

In general Table 8.2 111ustrates that there,is consxderable varxance

in the costs which schools assign to the components of the "basic"

r

budget. Although some schools may assign high dollar am7unts to one

:

8.12
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category (e.g., room and board), they do not necessarily assign high

values t8~41ll of the components; 4-year schools seem to assign higher
dollar values than 2~year schools, with proprietary sch8ols occupying a

*  middle ground, but there are exceptions to .this rule. ' o \\\.

LY

Detailed Comparisons of Other ‘Standard Budgets

-

Additional budget data provided by institutions (attached as an
appendix to this chapter) also provide a comparison of their practices
. regarding the budgeting of other student types. For examplé, the costs

for room and ‘board allowed for married students contain quite a bit of \

variance (Table 8.4): !

TABLE 8.4:  ROOM AND BOARD ALLOWANCE FOR MARRIED STUDENTS (IN DOLLARS), BY .’
: LEVEL AND CONTROL QF INSTITUTION: ACADEMIC YEAR 1978-79

‘ ALL ._Insﬁitutional Level and Control

.. ) . SCHOOLS " 4~-Year  4~Year , 2-Year  2-Year Propri-
C Public Private Public “-Private -etary
B Room and Board ; ' . ' | .
' ©  Allowance for - , 12995 3038 2940 . 3172 1911 3914
- Married Students /., = . _
Instltutions v [88 & 29 X 2@ . & 16 g , 3 11

Reporting:

L
Source: Imstitutional Site Visit Survey. |
Married students attending a 2-year private school must maintain their
room and board expenditures at a“level some 70 percent below their
counterparts at a 4-year private 'school. Married students at proprietary
institutions seem to receive the greatest flexibility in their room and
board cests. Also noteworthy is the sharp difference in room and board -
costs for ma;ried students at 2-year public versus 2-year private schools

(approximately 60  percent).

Y
Wi

—
J.'.
>

» 5%
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‘This difference surfaces again in the treatment of non-married

independent students. At 2-year public schools, independent students are .

'budgeted for $2,116 for room and board charges while the same student

K . : woﬁﬁ? deceive only $ky 208 if attending a 2-year private school; again a
60 e

when examining the budget for the dependent student living at hope. In

snt 'differential. Interestlngly, this trend is turned topsy-turvy

- this instance 2-year public schools allow a full 70 percent less.for room

and board than the 2-year private schools ($754 versus $1,154).

Once again, the ranges of responses which the xnstltutlons supplled

prov1de a good indication of the varidhce withif¥ these budget -

A}

" components. In developing their "basic budget" the costs which schools
assign to room and board range from $150 to°$2,995; for transportation
the cost estimates stretch from $20 through.$985;'and for the "other"
category. of expenses from Q to $3 623. There. are.some possible expla-
natloné for this apparent absence of equity, in budgeting practlces.
Elrst, ald officers must attempt to develop budg.fs in 11ne with the
.realities of the local student communlty which they serve. 2?18 would
- ..include hav1ng a genenal knowledge of the reglonal cost of living as well
R as the demography of the student body. For example, a student body which )
. . is compzfsed ‘primarily of nontrad1t10na1 and/gr independent students will

v
P

have differing needs than a more.homOgeneous, dependent student

&,

o gppulatlon. SecOnd,-fhere is a general lack of'oonsietent definitions
. . for the terma used to label the budget components.i For instencer the
‘ ‘interpretations whicl schools apply to the term ' transportation" can vary
greatly dependlng on a number of local con31deratlons. For students
N ‘ resldlng off-campus, the transportatlon budget is iptended to cover the
’ ﬁ.‘a o costs of "the students' commutlng-to ‘and from ‘schools This cost may vary
’ i ,xaccordxng to the geographlc Ibcation qf the school. At schools 31tuated
1n urban ardas the cost of commutation may be rather~mode3t~-enough to
cover ‘daily round- -trip bug or rail fares--while at schodls 1n predoml-
_“‘nantlyarural locations, ‘the cost of commutlng may be quite high—+students
R may be)travelxng from within a hundred or more mile radius of the '

., A

s+ Some schools also 1nc1ude the cost of _oney two Oor more

. v . _ : :f:q:' L | ;1 7’{)‘ . | s
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round-trip visitsito the student's home during the academic year as part
of their transportation allowances. ‘The amount of the transportation
allowance will thusg be a function of the individual student, the location

of the instixution and the aid office's policy on home visitatiom.

- Finally, the: varlance in the costs assxgned to "other" expenses
’1nc1uded in the student budget can be largely attributed to the
sub-categories of expenses whleh aid off;cers may include in this

, component. Among thé‘t}pes of expenses which schools indicate that they
will include as."other" expenses are:  books, medlcal care, dental care,

e

. insurance,+recreation, entertalnment, clothlng, laundry, onrcampus meals,
and more. Not only will the*number of these 1tems ‘which schools anlude
in their budgef&vary, but the dollar amounts wh1ch they allow for will

also be subJect to the dlscretlon of .the did officer.

»-Adjgstmeﬁts to Standard Budgéts'

.
.
)

Use-of Student Estimates to Adjust Standard Budget

. o L . ¢
At a numberiof institutions, students are required to submit .

estimated expense buageﬁs of their own. In some of these cases the

financial aid office(r) will use cf?é budget as_the basis for preparing -
* ®the individual student Budget. In other instdnces these budgets are used

as information-gathering devieesvuseful in the preparation of the.

institution's standard budgets. The,followiné table indicates. that

institutional policies regardivg student-euﬁmitted budgets can be

to five general areas of practice. It should be noted that

than one of these procedures, thus the percentage column totals to more
than 100 percent. In agdltlon to the cases cited below, two institutions
(1.3%Z) responded that they used the students estimated expense budget

only if it is lower than the costs assigned in the standard budget.

. »
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TABLE 8.5: ° PERCENT OF INSTITUTIONS EMPLOYING VARIOUS PRACTICES WITH REGARD
' TO STUDENT ESTIMATED BUDGETS: ACADEMIC YEAR 1978-79

A

" ' Percent of

Treatﬁentlof)Student Estimates . -
- Institutions=

If individual categories .are higher, they are reduced to
the standard eyen if the overall total is the same as

standard. ) : i '26.8 , .
If individual cgtegories are higher, they are used as )
long as the overall total is the same as the standard S 26.8
If tHe stu&ent's estimate is lower than the standard and
is judged to be unrealistic, the standard is used. _ 30.6
The standard budget is always used. : - 28.0
Standard budgets are tailored to the individual student ‘ - ' 7
needs; proper docume&ﬁetlon may be required. . ) 29.9
Institutions Reporting: ' T 157

Source: Institutional Site Visit Survey.
. .
“ ' [}
l/Perqentages reflect the multiple response potential og.the question.
) : .

‘\

Institutions appear to. rely heav11y on their standard budgets in
order to achleVe some degree ofs uniformity 1n their treatment of
students. There also appears to be an inclination among lnstitutlons tor

allow for thpse special circumstances which may warrant 31gn1f1can;, . g\'

.~

ad justments to the established standard budget. Almost 30'Percent of the
respondents 1nd1cated that they are w1llfﬁg to disregard thre’standard -

student budget if a student ‘can properly document hls/her condition. \

4

The use of-budget adjustments is especially crucial as financial aid
(0]

offices attempt to cope with the increasing number of "nontraditional "
s 2 . 3 . 3

© students who are persuiﬁt postsecondary education. In reviewing ‘the’

scope of adjustments whifﬁh.chools apply to budgets, one finds -

Id

ad justments which range frgm a token, ‘at best, to those which seem to
over-estimate the actual expensesvnncurred for the specific purpose cited.

i

- - - ' ' \'\

-~
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hJ .
. Students With Dependents N t
i\ﬂ\‘ 7 In response to an inquiry as to how they treat the budgets of
| ‘students wjith dependents, 122 schools (84.7%) responded that they made

additions to the ‘standard budget total while 22 (15.3%) respondents
indicated that they did not mak® such an ad justment. h///

-

O

Analyzing those 122 positive responses can provide a most revealing
view of the variance in treatment which stydents of similar circumstance
may receive depending on the instifutions which they attend. At 10

schools (72), studemts with dependents have their budgets adjusted

Ve’

'accordingqﬁg’their individual circumstance (i e., student reported
needs). The remétnlng schools indicate that they employ a SpeCLflc
gpllar amount to appropriately ddjust their budgets. The following table
(Table 8.6) is an examination of the dollar ad justments which schools

make to allow for the “support of one dependent.

- 1 ’

R "TABLE 8.6: PERCENT OF INSTITUTIONS EMPLOYING SPECIFIC BUDGET ADJUST-
' ‘. MENTS FOR STUDENTS WITH ONE DEPENDENT: ACADEMIC YEAR .
. : 1978-79 . . o
! W - lal . ' .
' . Ad justment ' Percent of Responses
~— Individual Treatment - . . 7.0
‘ Collage Scholarshlp Serv1ce . ‘ 10°4 £
Standard ' : t
. - » . q
$0 e - 15.3 )
. 4
S, 8 1= 499 ‘ : 2.8 A
5500 - 699 - ) 10.4  \ \“l
. . . . . - ‘\ .
$ 700 - 849 . - : 22.2
$°850 - 999 . "1 ' 10.4 ,
$100g ~ 1249 - S . 11.1
Ovdg $1250 ' 10.4
e o » -
' Institutions Reporting: >§7, . . . lb4
Source: Institutional §ite Visit Survey. ;,///
- ~
- . _.
b‘s - ~
. [} . “‘o v R ) ' - " ‘8 0'17
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It is obvious that’ institutions are simply not adherlng to any
standard formula in determining the level of thxs adgustment. Although
15 (10.4%) schools claim to be using the College Scholarship Service
(CSS) standard as their guide, it is quite difficult to determine just
what that standard is: In reviewing the CSS liferature on budget
prgparation, the nearest(item whtich one can find to a suggested standard
is the information provided on the "naticnal median" budget totals for
speeified student types. -This median is derived from the budget

12/

1nformat10n which CSS. recelveg from its member institutions.—= - For

the tast.two years, CSS has dhosen to provide median budget totals for
students with an unspecified number of dependents. Prior to this, CSS
had brok;n this category down by the number, of dependents. Under the
present framework, 4t is almost impossible for schools to decipher the
dollar amount which should be-allowed for a single dependent._ There is
no doubt that this. pxact1ce st helped perpetuate the varying approaches

to thlS budget issue. : o v v

-

Those schools which utilize specified*doilar emounts es'théir

ad justment for the student's first denendent‘proviged quite a variety of
figures. The range of adjdstments-stretched from a low of $235 511 the
way up to $204f. The median for these responses falls somewhere within.$
the $700-$849 category; $750 being the most frequently quoted figure (in
22 cases). It-is probably not\a matter of cofﬁkidence that the standard
Federal Internal Revenue Service deduction for addititnal dependents was
set at this same $750 Eigure for the 1977 tax'year~(tne year from which
aid ellglblllty for the 1978-79 academic year would have been conputed).
This ‘is further ev1dence of the lack of consistant guldance garding
budget ca{culatlons made at Eﬁﬁ 1nst1tut10na1 level and the types of

!

sources which -institutions must draw upon. v -

A

R 1

lZ/Note‘ CSS collects this data in order -to prepare an annual guide{to
"S€udent Expenses at Postgecondary,Institutions” and for use in 1ts
Need*Analy51s Reports. had broken his category. down by the number of
dependents. Under-the present framework, it is almost impossible for
schools to decﬁpher the dollar amocunt which should be allowed for a ~

< single dependent. There is nd doubt thdt this’ practlce has helped
perpeﬁPate the varying approachis to this budget issue.

¥

¥ &

L4 Lo

© ' 8.18

. 183

~



Part-time Students

Another of the sub-groups which comprise the nontraditional student
population are "part-time" students. Part-time students are rapidly
becomlng the most 81gn1f1cant minority, and, in many cases, the majority,
of the student bodies at a growing number of institutioms:. The Federal
government maintains no hard and fast definition for part—time status,
Each institution is virtually free to establish its own regulations
regarding part-time status. Normally, schools establish a required
number of credits per seméstsr (e.g., 12 or 15) for stddents-to qualify
as fullw~time. Students who take less than that requirement are
considered to be part-time.. The government has established a-course load

floor, below which it will not .recognize students as belng ellgfble for

aid — "half-time or more."” At a school which requlres 3 student to take.

a minimum of twelve credits to be considered full-time, ‘a- student would

have to take six ¢redits or more in order to be considered aid e11g1b1e.

The majority of the institutions surveyed have sccountgd for the
special circumstances of part-time students by adjusting their Budgets to
suit these students. As Table B.7 indicates, most of these financial aid
office(f)s (47.8%) pro-rate the standard budget din sccotdance with the

course load being carried by the student, while an additional 22.3 ' ¢

percent only ad just the tuition portion of the budget in order to-reflect

the costs agtually 1ncurred by the student. These ‘are vastly differing
approaches to this issue. Instltutlons which bro—rate part—time student
budgets are, in a sense, equating the level of support which they shoufd
be requlred to provide the student with the level of commltment which
that student has been able to make to his/her education. Schools which
,allow part-time studedts to be budgeted for the full cost of\thgir living
expenses ére'not making such'a dis;inction between #embers of the student
populatlon. Qver one-quarter of the institutions (26.7%) do not
recognfhe pggt -time students for f1nanc1al as$istance -other thar Ba51c
Grants. Part- tlme students at _these ‘schools wquld still, however, be '

—ellglble for BEOG awards if they meet the half—tlme requ1rement.

- . .
an . X . t
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TABLE 8.7: PERCENT OF INSTITUTIONS WHICH MAKE BUDGET ADJUSTMENTS FOR
s . PART-TIME STUDENTS: .ACADEMIC YEAR 1978-79

*

Percent of

Type of Adjustment ? Respondents
“

Pr<:§n§e budget based‘6; student _ ‘

ourseload \ . . 47.8

e

Don't fund part-time students _ 26097 .
Only adjust tuition portion of .

expense budget ’ 22.3
.Budget only for tuitio fees i 1.9
Adjust-budget individually " 1.3

_.; —

Institutions Reporting: 157

Source: Institutional. Site Visit

The treatment of part-time stude

consternation among snstitutions. Perhaps- there has been no established

. pattern of treatment for part-time stjudents because there is no

established type of part-time studeng. 'Those students wa'are attenéing
school part-time due to -the necessflies of tﬁéir family situation (e.g.,
working and/or single parents) have differént needs than those students
atténding school part-time by their own choige and should be treated

accordingly. ' . B .

Students With a Student Spouse

s

_ One category ¢f budget adjustment which concerns a limifed,-but

.nevertheless unique, number of students is the treatment of students with

4 student spduse, 'Most financial aid offices have set up special

. 1
procedures to meet the needs of these students. )

, . .
~ .
/| - 185
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BUDGETS MADE F ENTS WITH A STUDENT SPOUSE: ACADEMIC .

TABLE 8.8: PERCENT OF INQTITUTIONS WHICH MAKE ADJﬁSTMENTS TO EXPENSE

YEAR 1978-79

‘ . . . ) :
- : \

. _ Percent of
AdJustment . A Respondents “\
Ad just aceerding toy a set formula ‘ - . ‘

or by a specified dollar amount 54.1
Do not adjust i . 29.7
Adjuer according to individual ‘ ;

_ circumstance . ‘\\ - 10.1
Follow CSS and/or ACT standard | o b . 6,1
Institutions Reporting: : ' - 148

Source: Institutignal, Site Visit Survey.

Almost 30 percent of the instituspons do not make any spec}al adgustmen;
for these students and treat them as they would other marrxed students. -

The’ remalnlng 70 percent acknowledge that these students represent

spec1a1“ cases and must be budgeted accordlngly. These finaneial %aid -

offlcers base such a decision on the belief that if two _Students at the
same campus are married, they comprise only one household Therefore,
their combined budget should total enough to support that sxngle

i
!

household - Were both these students' budgets computed as 1nd1v1dua1k.-5"

Lndependent students the combined tdt would;exeeed.the cost of shibort _

for’ one married ,household. 13/ ' \\’

/

EQ!Using the Yigures for average budgets this point is illustrated., At
4~year public school the skngle independent budget averages $3953'

doubled, this totals $7906 The married student budget is set’ af
$6004 a difference of $1902. , . /

. e S e

e
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‘. Among the. igstitutions which employ formulas to compute this 3
e o adjustment-are 38 schools whrch'add the direct educational eéoenses of
“.' the spouse on “to the standard married budget. The rest of the formulas .
“ . in use lnclude' subtractrng $2500 from the married budget and- packaglng.
SRS each stu%gj( 1nd1v1dually, doubling the 91ng1e student budget, and,
_ . budgefing each spouse £ ohe—half of -the total married budget. The
d?. . N 5311a£ amounts used by the 24. 1nst1tut10ns who indicated that they made
¢ ' ;_such ad justments td the married student budget ranged. from $500 to 31500
v “w1th a mean of $873 "~ An add1t1ona1<nine institutions reported that they
| fbllowed the ColIege Scholarshxp Setvice or Amergcan College Testing
- ' _ Program g procedures to guide them in these magters. It is, however,
unclear whh: practice these 1n9t1tutlons aré employlng There is no
. . méntlon at all of thls-?a;gacular student circumstapce” in either the A

or CS& guides publlshed;for~f1nanc1a1 aid officers.:-

Otherfgggget Ad justments ) =
) : _ 'There are quite a few additional«expenses which stuﬁents may incur
which schools have indicated they consider as®worthy of budget

L g RS

ad justments. To'begin wigt, oximately half of the institutions

u@sppndlng (see Table 8.9) report t § they w111 ‘add to the standard

- budget those cdsts related to the requirements of fbec1f1c academic

programg (e g.,,nur31ng, englneerlng, music, art, etc.). The maJorlty of

the 77 schools which make these adJust ents A0 so in accordance thh the

L

. actual cosis 1ncurred by the student. e remaining 12 schools have
e

established set ‘dollar amounts which they add on to the budgetu + It is

presumed ‘that these dollar amounts are based on Lnformatlon provided by

-

) the academlc departments concerned. The 76 ingstitutions, wh*: do not
»
\ ' make any adJustment for these direct educational costs, expect the

+ student to stretch his/her budget in order to meet the financial demands

. \ <
= \ » '

:zkh regard to other educatlona11y~re1ated expenses (e.g., higher T

f his/her academic program. .
N~

tran ortation costs) most institutions prefer !i'v1ew students,
/i.ndnn.dually. ‘As 13 ev:.denced in Table 8. I. 81 schools chose this

" approdeh. Schools may choos to 'ad just the transportatlon portion of a
o . ’ N . ’

N - “ - \
- -
.
v
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\l TABLE 8.9: __PERCE QF INSTITUTIONS EMPLOYING SPECIFIC BUDGET .
R '\ ~ADJUSTMENTS FOR ACADEMIC PROGRAM COSTS: ACADEMIC YEAR
N . N N - .
ST s 1998-79 0 0 . s
. N -_\. ) : E . | .
: < \-\. ) — - 0 =
e o ) . Percent of
t??? of-@djg§tmenq - ! A Respondents
", .. Adjust by afspécified;amouhg , - | 7.8
S e NN . .
! Adjust according to\Hscumapte&. 42.5
* ° individual circumstance . )
- Do ndt\adeSt oo 49.7
N N . —_—
»  Institutions Reporting: - - . . v > -~ 153
N Soufég;--Iﬁstifgﬁianét Site-VisiE-Survéy, ) N

D student budget exther to prov1de for excessés in the costs of lccal ‘
commutatlon t6 and from. séhool and/or for the cost of trips to and from
the student's home (if that ‘home: is outsdide the community where the

‘-school is located. The latten,category is especxally appllcable to

put—of—ssgte students attending puBllc or pr1vate unlversltlesfﬂ Most

lnstltutlan\wﬁlch make such an ad justment allow for two round-trlps home ~

- -

for these students

-

~ TABﬁE 8.10:  INSTITUTIONS WHICH EMPLozégpscrprc BUDGET ADJUSTMENTS FOR
et . OJHER ‘EDUCATIONALLY-RELATED EXPENSES (E.G., HIGHER
- TRANSPORTATION COSTS): ACADEMIC YEAR 1978-79

N &

- - . 1

. ‘L/_‘i

. K B ‘ Percent of
Type of AdJuqspent _ e Respondents

Ad just- accerding to documented

, individual circumstance, aZ.9
Adjust by a saec1flc 10.5
trangportation allowarce v _ :
_ ’
Do not ad just ' 36.6 *
. * .

Institutions Reporting: 153

Source: Institutional Site Visit Survey. N
. ) g ’ Y
ag)-
‘ 8.43 .
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There are a potentlaily 1nexhaust1b1@ number of remaxnlng reasons wh
schools could cboose to adJust student‘budgets. A total of 69 1nst1~
tutioms have spetlfxcally deSLgned adjustments which cover those student
attendxng summer schoolx ance these - students will be attendxng school

- for twelve, rather than the traditional nine, months per year these
schools feel that they deserve some special consideration.. Some schools

merely eliminate the requirement that students produce earnings over the

A\

s [

summer vacation; others add the costs Qf summer school tuition.and fees;

while still others extgnd the nipe month budget by an additional 33

~ percent or design a limited three month hudget for the summer.
I .

(Tthﬁy-eight institutions have developed specific practices for
édjdsting the budgéts of handicapped students. .The-majority of these-
inétitutions will allow for the medical or transportation-related costs

- associated with the particular handicap. A, few of these schools -
indicated\ that they actually adjust the budget downward due to the.;mOun
of publ;j\:zststanee which handlcapped persons may be able. to rece1Ve.
Thxs is a cutious practice since such aid would, conceivably, have been
claxmed as non=taxable income on the’ financial aid appllcatlon completed
by the student and thus computed as part of the expected family

-

contribution. T . r

An additiomal 22 schools said that they were willing.to'consider
adjustments to the bodget for any number of teasons.if the student could
provide proper docomentation of his or her need for such an.adjustment}
While at the other end of the'spectfum 43 schools wil] not consider any
ad justments, to the budget for those students whose circumstances do nQt

"+ meet the aid office(r)'s established standard budget and ad justments.

.  SUMMARY ' - . -

This exaleitlon of lnstLEutLQnal practlces regardlng the preparatio
student budgets has revealed a great deal of varxance. Such variance is
evident in the standsrd budgets which schools develop as well as in the

" manmer'in which adjustments to these budgets are made. The limited ‘scop

of this study makes it impossible, at this time, to pinpoint the exact

-

f}\\\, . \\-ﬂ/& . EG
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. \ .
causes of the variations whxch have been noted. Certalnly, there is some
lackegof guidance on ¥e fine details of’ budgetlng praCCLCES-
Additionally, there are a number of réasons whlch prompt institutions to
assign emphasis to local markeft cons1derat10ns and adhere to' such
prlorltles rather. than'natlonally derived standards. Although gt is easy w
to speculate that these two factors weigh heav11y on the variance in

budgets and budgeting practices, the degree to which they affect the

‘delivery of fifiancial aid to students is not quite so clear. ' ‘ ‘

~
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1

4 ,L/Nénresident.fﬁimiqn averages $1 823 (Eb.dasesé for 4~¥ear publle schools B

and $990 for 2-y¢§p*puh%iF schools. . L A

e . N - R r 7 e i . . - o
) TABLE 8.A:@ DOLLAR VALUES FOR VARIOﬂS STUDENT BUDGETS, BY INSTITUTIONAL LEVEL
a S S AND CONTROL AND STUDENT TYPE. ACADEMIC YEAR 1978-79 R
’ Co : 2 : O ’ . - ’
o P . . ~ Student Type '
: — Ly | Basic, : ' AN '
: ; . Single . - S N
R P B . .. Dependent \ ' .
e S - Off-Campus . On-Campus Independent: _Marrféd .
« 4-Yedi Public - | " K Lo
, Tuitiond/ -~ o 809 .. '(609‘ 609 ¢ . 609 .
o Room/Board -~ ° . 902 1,490 . 1,810 3,308
» . Transportation 2712 ' 154 ! 343 0 0 397
©, Othér * - T 812 ¢ 765 . 1,146¢ 2,019
Total Budget o . 2,454 . ' 3,Q50 32993 6,004
* 'Institutions Reporting 49 . 24 . 29 29
. - S : : T
4-Year Private o ' . . ,
K . ¢ 2 .
Tuitien oI~ 2,398 2,398 . 2,398 . 2,398 -
Room/Board , . .815 ©7 1,423 . 1,693 2,940
Traﬂsportatlon L © 181, . 166 ' - 201 306
? Other | . .58 . 718.. 1,443 2,055
Totad Budget e, 3,979 . 47619 - - 5,998 7,600 _ |
3 " Indtitutions Regprting , = - 5 i . ‘\‘,'33 p s L2300 0W -“24?25;¢'“‘3n
oy S | e T T A T e A,
., . [2-Year Public - S |
So¢ muitiend- ¥ T T 20y 291 291 291 .
, Room/Board ~ . E¥- 754 - 1,453 . 2,116 3,172
Transportation. =~ .. | 347 500' 1462 478
' Other . : 621. R 740 , . 920" 1,520
© ¥ Tofal Budget : 2,012 ~ 3,226 .*° 3,866 5,434
. ! ¢ » + ' )
~ Institutions Reportidg 31 -5 v 16 16
2-Yedt Privite - . . (- ‘ L \
Tuition . R - ULL,8%3 ., ¢ 1,843 ° . 1,843 1 843j |
" Room/BoardY; LT 1,154 1,541 1,208 1,911 |
Transportatlon T e 274 L lOO d - 22) 358
. Other + > o~/ 484 ° °- 526 L © 2,405 ~
Tot &l ’Budget om .23,755 2 7T 4,318' . . . 4,205 . 5,973 o
. ‘ N . . a > : N .
"Iqst;tutgons Reporting . 10 - .; 8. .  7 3



TABLE 8.A: DOLLAR VALUES FOR VARIOUS STUDENT BUDGETS, BY INSTITUTIONAL LEVEL
AND CONTROL AND STUDENT TYPE: ACADEMIC YEAR 1978-79 (Continued)

Student Type

i

-

Basic,
Single
N . . Dependént- . . '
. . Off-Campus On-Campus Independent - Married
- Proprietary' -
Tuition : _ 1,592 1,592 1,592 1,592
Room/Board 702 1,656 1,812 3,916
‘Transportation T 266 . 163 271 - 391
_ Other ' 726 ¢ 674 1,120 1,626
Total Budget 3,2529 4,702 5,035 7,619
Institutions Reporting 28 6 : 12 11
Source: Institutional Site Visit Survey. ’ L
oor N '
D ) - '




. PACKAGING: COMBINING AID RESOURCES FOR THE STUDENT
\ )

-m

INTRODUCTION ' Lo \

Since no bne fingﬂéial aid ﬁrogram alone ii designed to meeﬁ the
total need of any particulggfstddent, eligible students are mpst often
. awarded a mix of various financial aid-sources. The.amounts; and, types of .
aid “paqkaged" depeﬁd.upbn the funds avéiLaﬁlg,_the requirements- of '

variqus funding sources, and the need of  the student.

Perhaps the most imporﬁant’cﬁncept of packaging is that it is an .
Maxercise in ph{iqgophy and goal definition." Instituti&ng must
establish and maintain a .thoroughly considereﬁﬁggcké§ipg philoéephy that
is in Keeping with institutiomal goals.” This philosophy must also.
reflect student needs and be designed in accordance wifh Federal g
regufationéﬁ By doing so,“séhoo}s are better able fgfequiéaﬁly o\

digstribute financial aid to students.

The Issues and Components of an Aid Package

Numerous aid sources are used in the process of packaging. Bresented

below are some of the ﬁoqe commonly used grant and self-help sources used
in packaging. t )
Grants: Basic Educational Opportﬁnity Grant (BEOG), Supplemental
Edycational .Opportunity Grant (SEOG), State Entitlement,
Institutional Grants, Private Scholarships.

Galf-Help: National Direct Student Loan (NDSL), College Work-Study
chsi, Cuaranteed, Student Loan (GSL), Federally Insured Student Loan
(FISL), Summer Saving}, Academic Year Earnings, Institutional or
Private Loan Funds, Campus Employment (other than CWS).

.

" 194



In addition to the four Federal financial aid programs (see Appendix
B); aid officers administer funds from state, institutional, and private
gources. Some of the .state programs (e.g., State Student Incentive

Programs) consist 6f matching Federal and state funds. State aid is

<

()

restricted to .state residents and is often conflned to use at publlc
1n§t1tut10ns within the state. Relatively few state grants and/or loans
can be used at out-of-state schools, although except1ons do exist. A few
states support student expenses at any accredited ‘school (New York, for
example), and a limited number of state-totstate reciprocity agreements ,
exist. Most postsecondary institutions' have aid programs of their owm.
Sources of funds include allocations from the school's annual operatlng'
budget, prlvate, personal, and corporate gifts, and earnings and . |
principal from endowment funds. It is common for separate institutional

funds to .be reserved for specific types of students, such as academic

achievers, athlete’s, or those majoring in specific subjects.
. ‘ Y - ;

The role of the financial aid office in admimistering institutional
aid varies widely. Some institutions channel all aid through the aid
off1ce. In other cases only need-baseﬁ 1nst1tut10nal aid is administered
by the aid office. ' Other private institutional aid may be administered

by a scholarshlp or>faculty commi ttee. R

Private grants are awards given directlytto a éarticular student'qr‘
. group of students (often upon graduation from high school)o Sources
1nc1ude corporat1ons, civic associations, nonprof1t organizations, and
private 1nd1v1duals. Instxtutlons may not have control over. the size and
%bt; of these grants, but ald offices stxll need to be aware of each _such
award in order to have a knowledge of all of the student's financial

resources. ' ) i O .

Measuring Equity .

In an attempt to prov1ﬁe 1nst1tut10ns with some external guldance as

L

they attempted to develop packag1ng strajegies compatlble with the
increasing number of sources of student financial assistance, the Keppel
Task Force, in 1976, .introduced a model for "equity packaging."

According to the task force report, equity packaging is based on the

N . .
.



objective of "using student aid to increase access, choice and
retention".l/, The task force goes on to 1dent1fy two premises which
stem from these objectives: j

*

1) that students with lesser resources from parents and other

: sources not requiring employment or borrowing have a greater
claim on scholarships and grants than do those who alréady have
those resources available to them.... (K@ppel, p. 72.)

T _ . 2) that scholarships and grants ghould be distributed in such a way
' ) as to equalxze opportunity rather tham to perpetuate exxstlng
inequities gaused by birth or inequitable access to other
. resources.< . .
In order to meet these~éégls, equity packaging attempts to give all
students a so-called "equal running start" by awarding enough gift aid
(in combination with family contribution, Basic Grant, or other |
entitlement funds) to brxng\fll students up to a predetermined percentage
of ‘the student's budget, Se1f~he1p or other resources are then used to
: COver.remaining need. '
3 3 * ) 3 . * -
Exhibit 9.1 may help to illustrate the underlying principles of the
-equity scheme. Note that in Example A, gift aid is awarded as a fixed

percentage of need. In-Example B, gift aid is awarded up to a fixed

dollar amount so that students receive a similar amount or proportion of

self-help assistance. Exhibit 9.1 presents a rather gimplified picture
of aid packaging and, in both examples, asénmes that the 1nst1tut10n will -

. be- able to méet the full cost .of a ‘student's educatxon. However, in

practice, ‘few schools are able to do this for every student. TR
' .

The gap between the student's gross financial need and the size of
the aid package is known as "unpackaged need." From the student's
Eerspeccfvez unpackaged need represents the amodnt of additional money
‘which the stﬁdent will need in order to attend school. Remember, too,
that the'uﬁpackaged need figure is over and above the amount of
calculated coh?i%bution to'which-the student and/or his/her family have

already committed themselves to provide.
o : ., R

-
-

1’Francxs, Keppel, National Task Force on Student Aid Problems. Final
- Report,, (Brookdale, Calitornia: The Task Forcey 1975), p. 72. .

\ -

2/1pid., p. 72.
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HETTCAL PACKAGING RULES '

t - . :

Example A:

.‘N nreturnable aid.is packaged as a fixed percentage of
~ ‘stiudent neeg. The self-help burden is equalized as a
-percentage of need. -

\
g A
L]

1 FULL COST
o NEED $4,000 kRsmstyTRRRT

KA PP Vo P P OV W W WAV
M OO X0 -
T SEL |HELP = 20% of NEED- f:?:’:’t’?‘."”"
ls * OO
>0
X
\ 0%

3,200 £

CBE0G. AND OTHER

' /ENTITLEMENTS

, | INCOME

............

¢
L

) ot
L

>

Example B:

A fixed level 'of nonreturnable aid is packaged. The
belf-help burden isrequalized among all recipients.
/N o |
y 3 i

. , .
' 0 : FULL COST
vvvvvvv o va v v, O S S & O AN O O N SN AT U N N NN
| . NEED  $4, 000 R S S S S S ST ST ;
. < b ORI RIS RIS AN AR
A s
B R SRR
. 3’000 TAIRD &AALAAL‘&‘A .9,0.9,0.9.0.9.9.9.9.

OTHER GRANTS

06 AND OTHER
TITLEMENTS

=M

S INCOME

. s Q97 .
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The amount of unpackaged ﬁeed and its-pfoportion, reiative to the
totél cost of attendance, can vary greatly.ffom'onelinstitution to
anothgr. It will be a functiqn of the same fagtors“that affect the total”
‘aid ﬂackaée: the availabiiity of fundse demography of the student
population, the school's packaging priorities, and level of the student -
budgets. The level of unpackaged need may vary within a single’ |
institutiQn because of variations in the treatment of the aid packages
for different Etudent types. For example, schoois ﬁay chéose to package
the full need of dependent students while agreeing to meet only a portion
of the need/gﬁ independent students. Or, an institutiog may establish a.
dolla? ceiling above which it will cease to package_aidl' The result of
'such a practice is to exclude students with higher than average budget

totals from-the possibility that their full need will be met.

The level of unpackaged need which an institution is willimg to

tolerate can be a deciding facspr in choosing a packaging philoéophy:

The pair of exhibiﬁg on the follgwing pages illustrates the"gistribption :
of unpackaged need u o\basid sets of packaging guidelines. Exhibit
9.2 shows the effects;of a system.wj¢re aid is packaged up to a fixed
dollar ambunt of net financial nead ( this case $2,500). The effect is

to concentrate the total unpackaged need amoﬁg students ?:th the greatest .

'-amount of net need. Obviously, those students whose net meed falls below
er is equal to $2,500) either due to their being assigned a lower. budget
or higher total family contributjon, would not have to cope with the

.problem of unpackaged need. L

In Exhibit 9.3, the institution has chosen té award finamcial
assistance 4p to 75 percent of student net need. Thus, a student whose
net need is $4,000 would receive"$3,000 in aid and be left with 4n
unpackazed gap of $1,000. A student whose need equals $1,000 would
receive an aid package totalling $750 and be left with only $250
remaining. Tﬁh\effect of this paékaging practice is to spread the amount
of unpackaged need among all students, while attempting to prevent any

student from being burdened with an excessive amount of unpackaged need.

19g



EXHIBIT 9.2: EXAMPLES OF UNPACKAGED NEED* - AID IS PACKAGED UP TO A FIXED
"~ . DOLLAR AMOUNT

$5, 500
5,000
4,500

4,000
3,500
3,000

2,500

b
=
2
=)
z
Q
w
wl
=z

2,000
1,500
1,000
500

0

STUDENT "STUDENT STUDENT

A I c D

3

<

1
*The dollar amouht of the aid package represent the student's gross
financial need m4pus all entitlements.

Unmet Needs

Package
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EXHIBIT 9.3: E AMPLES OF UNPACKAGED NEED* - AID IS PACKAGED UP TO A FIXED
PERCENTAGE OF NEED (75%)

$6,000 §
5,500

5,000
. (.-1

4,500

4,000
3,500
3,000
2,500

[
=
e
Q
g
=]
39}
Ll
=

2,000

1,500
1,000
500

3
3

3 ::;lf X . el = Jarele XX
STUDENT STUDENT STUDENT STUDENT
W X Y Z

*The dollar amount of the aid package represent the student's gross
financial need minus all entitlements.

Unmet Needs

Package
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. \ Unpackage may also provide an interesting basis for comparison |
' ' between insfitutional packaging concepts. By assigning a level of
unpackaged need, -an institution forces a student to take additiopal steps

Al . . .
- to meet the full cost of his/her education. For some students the wost

.

feasible way tQ make up this unpackaged need gap is to secure a
Guaranteed Student Loan (of the applicable Federally insured or state

guaranteed loan). Other students may choose to take on more outside work .

(either dur£\§ the summer or academic year), 1ncrea§e the level of their .

- . .

family's contribution, or “endure a lower standard of 11v1ng . Q:S
. ,F

. Centralization of Packaging Approaches

-

As with othet.institutional practices, the issue of centralization is
applicable to packaéing. USOE has devoted much thought to the idea of
requiring institutid?b;tp conform to Specific'packaging typologies. One-
proposal, for exadple, wodld offer institutiqns'two, three;/cr four
models upon which to. base student aid Paekages. In effect,-this would
involve a conscious decision on USOE's part to identify packaging

,'4. frameworks within which schools would work; something USOE is currently
reluctant td dd. If such a decision was made by USOE, it would reflect :
- an attempt to balance the mandate for equitable treatmernt of aid

reclpxents with the sovereignty of institutional decision maklng..

" In a sense, some aspects of packaging have already been centralized.

: 3
;'i -4Part of the Need Analysis Report (NAR) which ACT and CSS forward to

& 1nst1tut10ns deals w1th the basic self-help portions of the aid package.

¢

The NAR asslgns a student a certain dollar amount from summer sav1ngs as
well_as a portion of his/her academic year earnings that is to be placed
towards meeting.educational costs. By allowing CSS or ACT to make these |
decisions for them, many institutions have acknowledged that the
standardization of this aspect of the packaging process is not a threat

to their local autonomy. ' ;

.

.
~

) General Approach to Packaging

Because of the sometimes complex nature of student financ131
assistance-—with its array of aid sources, budgets and student types—-it
is not surprising to findﬁthat institutionsy often differ in their

- ' . . .
‘ L}
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approaches to packaging. Frém an examlnatlon of the data collected, nine
basic packaging typologies were 1dent1fled._ Although different in tpelr
treatment of nonreturnable and self-help sources, each method makes’ use
of family contr1but10n as the first step in meet1ng the needs of
student. An explanatlon of each typology is presented below.

* I. Nonreturnable Aid/Self-He;E,Ratio: Institutions using this

packaging method strive to equalize the ratio of grants to
* self~-help support £ 1 students. ,

institutions include a fixed level ' of
nonretyrnable (gfant) aid in the package of each.recipient. _
Once the fixed Amount of grant aid is awarded, self-help is used
to\fulfill anyfunpackaged need. In some instances, the fixed
grant amount fs large enough so that no self-help is needed.

III.. Fixed Self-H Amount: Another packaging philosephy is to

award each recip¥ent a fixed level of self-help. With this

" method, loans and work-study monies are packaged first, followed
by nonreturnable aid. J

fI. Fixed Grant: Som

3 ) F

‘IV. Fixed Work Amount: Some institutions require recipients to
assume some type of work-study or campus employment respon-
sibility as part of their aid package. Variable grant amounts
are alse included in each package. If neceesary, loans may also’
be used to cover any temaining need. - . '

V. Fixed Loan Amount: Although not as common a practice, some
institutions require students to assume a fixed loan -
responsibility. As with the "Fixed-Work' method, recipients
here are given a grant award. Work is then padkaged, 1f

) nacessary. ‘\..-~§Ras -

VI. Floating Grant ‘Amount: A common approach in pac ing is to
direct at %Egst some grant money to all recipients without
establishing either a minimum or maximum amount. The major
distinction between this approach and those introduced '
previously is that it is less restrictive. Aid officers are
free to adjust the grant amount and then go on, if necessary, to
award an appropriate amount of self-help.

VII.™ Grant Amount Floats——Or is Zero: Some institutions that vary
the amount of nonreturnable aid from student ‘to student (as is
the case in the preceding typology) may also refrain from

. : awarding any grant monies -at all. 6 When no grant monies are
packaged, need is met solely throygh self-help means.

o VIII. Based on Scholastic Ability: A ‘small pumber of institutions
base their aid packaglng on the basis of a student's academic
per formance. For example, hlgh ability students may be given

- preference toward receiving grant or scholarship monies' while
students showing less ability may be packaged primarily with

-self-help. " This is in direct violation of the intended uses for

Campus Based funds. ‘

“~
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IX. No Established Rdles/Case—by-Case‘rfeatment' Some 1nst1tutloq§,
report that they lack established rules for aid packaging. For

a

-

. '\\ . these schoolax all students are treated on a case-by-case,
basis. Ce :
RESULTS: _, ' . T
- P : N
’ Overall Instltutlonal Practices . ) S .

< *As mentioned in the previous sectlon allztﬁt 1nst1tut10ns conformed

to one of nlne basic packaglng tybologles. Table* 9.1 lists these .
typologies along with the percentage of 1nst1tu;10§§ that use each type.
The table also contains thé percentage of studentsy (as calculated from

the combined enrollment Fotals of all surveyed 1nst}tut10ns) that are .

affected by each packeging'method. ' Lo
%
From this table it is obserwed that the largest gpoup of schools
conform to the packaglng philosophy b‘bed on a "Nonreturnable -8
Aid/Self-Help Ratio." As this method is used by more 1nst1tut10ns than |
any ofher (29.9%), it affects ‘an even greater proportlon &f students. ;. ..

1

The enrollment totals of the 49 institutions using this packaging typ - i
represent nearly 40 percent ofithe total number of studencs attending the
schools surveyed. This is due to the fact that "ﬁonreturqeb;e Aid/Self-

“Help Ratio" packaging is‘mogt dommonly used at 4-year public institugions
(see Table 9.2) wherg, the average enrollment is substa?tially higher than

that of any other institutional_ type (see Tablé 5.1).

A

Andther observation worth notidg.is that only“one school (0.6%) <
gmploys the "Fixed Loan" typology eﬁ packaging. This institution was a |
‘2-year private college. Such a packaging approach may be necessary tc S
'meet the needs of an excessively large number of scudents or to cope with
llmftatlons on a1d resources. It is also possible that very few' studénts .
at that school receive aid, or that typical unpackaged need is not great

enough to create mych of a burden.

To-conveniently summarize the degree to which' esgch packaging method
was used, a rank-orderlng of the moq& to least commonly used typology 1s

presented below. ' This ranking is based on the proportion of institutions

Y using each typology. ‘

-

%
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Packag;ggfrypologx -

.S,
vl -

Most Compony _ Nonreturnable Ald/Self—Help Ratio -
e S Floating Grant Amount
" No Established Rules/Case~by~Case Treatment
Grant Amount Floats/Or is Zero
. " ¢ Fixed Self-Help Amount

. . t

. T ~ Fixed Grant ‘.

" Fixed Work Amount
. Based on ‘Scholastic Ability
Least Common: - Fixed Loan Amount.

s -

- Table. 9.2 presents the estimated percentage of packaglng typologies

used by each 1nstxtut1ona1 type.  As mentlonedbprevlously, 4=year-public

_1nst1&ut10ns are most apt to utilize the "Nonreturnable Azd/Self-Help

Ratio" packaging method. From the figures contalned in this table, it 1ig

also apparent that: 4-year and 2-year prlvate institutions fall into this

group. More 2-year publie schools,gse-the "Grant Floats/Or is Zero™
scheme while the greastest percenEage of proprietary institutiohs favor

the "Floatlng Grant Amount" typology. ' g

It is 1nterest1ng to note that the "Fxxed Grant"' method was used’ only

at 4-year institutions. Sincea studenc's enrollment peridd at these

schools is naturally,longer than at Z-year colleges or proprigtary N

schools, Q-yeer 1nst1tut1on§ may. package a fixdd grant.award’ in order to

.rower the degree to which some students may be overburdened wmfﬁ four

years of. loans and/or work’ responsxbxlxtles. Also’ noteworthy Lngable
9.2 - is the fact qh;t ovér one-third of ‘the proprietary schools®do not
have’ an.established packaging practice. Tﬁig may be a result of the fact
that a lower percentage of these institutioms participate in the Campus
Based programs (see Table 6.l1), and therefore do_not.possess the

discretionary funds which would necessitate an established packaging

" policy. \

Sequence of Aid Awards

Frequently, the sequence in which aid is packaged will differ from

ohe institution to another. Financial aid officers at one school may,

. for example, package grants first while officials at another institution

.

" begin packaging with self-help. The sequential order which is chosen may

1208 . 4.
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- withodt affecting the end result.

. ;
y 1
Iy

: \ ] .
be elated to the nature and size of the aid sources as well as the
: . . . e e s . ' '
packaging phllOSQphleS adopted by the institution. Various .schools wmay
package accordlng to identical principles and achieve similar outcomes.

whlle sequenCLng awards in what appears to be opposing methods. One

'partlcular lnstltutlon reported that it reordered its sequencxng -

- priorities upon its shift from a manual to computer packaging system -

~

: : : ,
Ipstitutions were asked-several questions regarding the sequence used

in awardxng grants and self—help aid. When asked to note the practice\ a
used in awarding llmlted grant and scholarship monles, 82 percent of the
‘institutions stated that the.most ngedy students were given: priority over
all others. Of the re@;ining institutions, § (5%) favored students with
academic ability, whilé another 11 schools mentioned toat preference was
given> to those who applied earliest for aid. A few schools mentioned \
other consideratioos, inclu&ing Preferencs in awarding grants to

freshmen, or consideration of a student's extracurricular aggivities.

Nine schools were treated as inapplicable becduse they said that they

.either had enough gift aid'to meet all needs or that they had no gift aid

at all. = _ . . X y _ .

When aid offlcers were asked to speclfy the types offytudents for
which nonreturnable aid becomes the initial packaging consideration, 41

percent of the lnstltutlons noted that’such aid was packaged first for
all its’ students, 31 percent stated that their neediest students were .

the first to receive nbnreturnable funds. Fifteen schools (10%) reported
-

that packaging began with grant aid for the earliest appllcants. (To# /Jr"

could be the only practical approach if a‘school had a very limited
amount of nonreturnable aid to disburse.) Nine 5¢hools linked‘gift aid
to academic performance. Preferences for athletes, .dependént students
with VA benefits', dormitory students, independent students, minorities,
or returning students were also mentioned by a few lnstltutlons. Twenty

schools reported that they never begin packaglng with gift aid. 7.
~
Institutions were also asked to note the type of students who were

packaged with self-help first. Nearly half (47%) stated that Qelf-help

I
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was the first conslderatlon for less negdy students. Téenty—nine schoois
(20%) start all packaglng with self-help. Presumably these include the
20 institutions:cited in the last sentence of the preceding paragraph.,
Other institutionsg package.self-help first for the following student
types: late applicants (10 case$); those congidered most needy (7 -
éases) ‘independent students (5 dases); dependent studentig (3 cases); and
those exp11c1t1y requesting self-help (3 :cases). Fourteen schools (9%)
report that no students are packaged wlth self-help flrst.- Once again it
shquld be noted\\nat the sequencing of aid awards.may not have a

gsignificant impact on the outcomes of a school's packaging process.
. ) . ]

.Use of Computerized Paékaging Systems

. ¢

« Of all the 1nst1tut10ns'5urveyed, only 13 (77) reported that they
utlllze a computerlzed system for packaging ald - Twelve of these schools
are publxcly controlled wlth enrollments in excess of 3,000
undergraduates. The remaxnlngflnstltutlon is a small, private, liberal

. arts college. These results'tend to demonstrate that,computerized °
packaghng,systems are used most offen at larger schools. The vast

\
maJorlty of schools confxnue to employ manual packaging ‘techniques.
. . ¥ -
- ' .
Spécxflq Packag}ngiPractlces

-

®

-1Ine;uded in this survey were a number of detailed 1nqu1r1ee 1nto

speclflc areas’ &f flnanczci aid packagxng.. These were: treatment of

¥ independent'sthdents;'tr

\

(nonlnstltutlonal) aid; student choice beﬂween loans and, work; and the

Jﬁbe of guaranteed student 13§n§. A dlSCUSSlOﬂ of eaSE of these areas .is

tment of summer earnlngs, treatment of private

presented below. . o : . .
Treatment of IndeEendent Stddentse The greatest degree of
consistency among the schools for- any aspect of packaging is in the
treatment of independent students., In the.assessment of need, 94

~ _percent of the schools treat independents like" dgpendents except that
the student's own income is substituted for that of his/her parents.

4:/, Of the remalnlng institutions, 4 percent calculate the need of

in ependents on a case-by-case basis while 2 percent use parental
income figures to determine need.

A

o



At 92 percent of the schools surveyed, nonreturnable aid was

packaged for independent students in the same manner as for dependent
students. Four percent of the schools packaged independents on a

case—~by-case basis, while another four percent distributed a fixed
portion of nonreturnable aid to all eligible independents.

. 5
‘T-“\“ Treatment of Summer Earnings: Through the use of a mandatory
contribution from sSummer earnings, many institutions have established
a minimum self-help requiregent for its students. Institutions »
generally adjust the size of§ this contribution in relatiom to the '
recipient's year in school (e.g., freshmen contribute $500 from
summer savings; sophomores, $600; juniors and seniors, $700). ‘
Eighty-seven schools (59%) noted that they follow this procedure when
asked how summer earnings weré treated. Of those remaining, 26
schools (18%) required that a fixed dollar amount of summer earnings
be used as part of the self-help base (see Preface, Section IV).
This fixed amount ranged from under $100 to over $700, with $500
. being the mode. Fourteen other schools required students to apply
the full amount of their summer earnings towards the self-help base.
“ This practice is most frequently found at 4-year private institutioms
and most likely requires the findncial aid managers to‘perform some
type of income verification on summer earnings., Nine othér
institutions adjusted summer contributions according to one of the
following: expected parental contribution, expected parental income,
. _ sfudent's area of residence, student marital’ status, or dependency
status. Eight schools did not ke account of summer earnings at
all. Of these, seven are either proprietary schools or 2-year public
institutions which, if vocational in their orientation, could
" sensibly adopt this policy. The other school not considering summer
earnings is a 4-year public college.

.

The Treatment of Private (Noninstitutional) Aid: Private,

N noninstitution#l aid generally refers to financial assistance offered
by civic groups, corporations, unions, or philanthropic foundatioms.
It can include academic scholarships and categorical scholarships .
(e.g., those for music students, athletes, etc.). Loans and work can *

Y also fall under the category of private aid, although these cases are
few. When asked how nonreturnable, private®aid was treated in .
packaging, .59 schools (40%) reported that such aid was used to offset
self-help (work/loans). Thirty-three institutions (23%) said that a
portion of this aid was used to reduce the loan/work burden, and the

. remainder placed toward reducing the lpevel of nonreturnable aid.
Aéother 33 schools (23%) used the 'entire award to reduce the
student's level of nonreturnable aid. Fourteen (9%) of the schools
treated private aid as part of the tetal resources a student brings
with him/her to the institution. Of those remaining, six (9%)
reported that treatment was decided on a case-by-case basis. One
school linked this method with class standing and reported ¢hat
private aid offsets self-help for first-time applicants, but offsets
grants thereafter. ' oo




* 4 .
'Choosing Between Loans and Work: ' One Jundred schools (64%) reported
that all-students may choose between loans and work.in fulfilling
this -self-help portion of their aid package. Thirty-six schools
(23%) do not give students this choice. The remainder said that
"some" students would have the choice, while presumably others would
not. The distinction is likely to rest on very practical
considerations or the academic rules of the institution. For
axample, seven sghools noted that low grades may dlsallow use of
@ither work or loans. Four, noted that some academic departments may
prohibit work for their students ch the ground that their curricula
are too demanding. Four other schools said that limits od funds may
deny students the choice between/loans and work. Two institutions
reported that the issue of choife was decided on a case-by~case basis
while two others do not allow freshmen to take out loans. Another
said studénts are not given the choice "1f it would raise
_adm1n1strat1ve problems "

2

U31ng Guaranteed.Student Loans: -Slightly more than 80 percent of the
institutions surveyed reported that they may counsel against the use
of Guaranteed Student Loans. Of these, more than half said they
offer such advice "infréquently" while the rest give it "often".

. Each institution that counseled against the uge of these loans was
asked to note the feason(s) why they chose to do so. The most commotd
explanation gzven was that it is possible to meet a student's need
with other aid- sources. Other reasons for such counsel include: the
desire to minimize loan burdens (cited by more than a quarter of the

" applicable cases); the expectations that a student's potential
earnings may be too-low to justify the loan (ecited by about 16

. -_J/ percent of the cases); ,.and the lack of eligibility for lodns

o (mentioned by about 1§ percent of the institutions).

Relatlonshlp Between Selected Packaglng Practices and Basic
Packaglng Typologles ' '

-

)

Table 9.3 provides‘a distribution of the estimated percentages of
*institutions using spepificrpgckaging under the nine basic packaging
typologies. Ome ihteres;ing observation here deals with the practice of

!  packaging gift aid first fot the most needy students when the supply of

these funds“is limjted. Of all the institutions that agree with this
statement, the lé;geét group (30.82)‘also noted that they packaée all
students.with some grant monies. These institutions must apparently
package in a manner that allows all students Lo receive some grént aid,
regardless of the extent to which™ the demand exceeds the supply of these

-

funds.
. _ . ,
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TABLE 49.73:

-

-

ESTIMATED PERCENTAGE OF LA"1C PACKACING TYPOLACIES USED BY SELECTIVE PACKAGING PRACTICES
ACADEMIC YEAR 1978-791/ .

816

.o

213"
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‘A )
) ' : B}_{c Packaging Typologies ‘Used by Inatitutiona
' k Fixed Work Fixed Loan
“Amt.:"Loan Amt.: Work )
Fixed Grint Fix&d Self- Vary or May Varies or . . TOTALS
Nonreturn- A-Q:;elf— help Amt.: Be Zerop May Be Zero; Floating , Package No Estab-~
Selective s able Aid/ help*™Varies Grants Vary Grants Vary Grants Vary Grant - Grant Amt. Based on lished Rules;
Packaging Self-Hlelp or May Be or May Be But are not But are Nof? Awt . (A1] Floats, Scholsstic Case-by-Case
Practices . Ratio Zevo’ ro Zero Zero get Some) or is Zero Abildty Treatment
Indepentient students are " . ! .
assessed for need like . . . )
dependents, except student's, 26.0 1.6 6.5 b2.4 0.6 3.1 . 15.9 0.0 26.8 109.0
incame replaces parent's - . : \ -
income .
. 3 - — .
N . £
Independent studenta are . . g , 1.3 6.3 ‘2.3 0.6 “33.0 16.0 1.6 1.1 100.0
packaged like degendents . : & . < e
“Schoo) may counsel against< 0.7 1.4 7.8 2.9 0.7 24.6 19.6 1.9 10.3 100.0
use of GSL's . ~ . 3
1f demand exceeda supply of i :
gift aid, neediest students = 29.8 | 1.5 ¢ 4.1 2.1 0.8 . 10.8 21.9 0.0 7.5 100.0
come first’ . o .
) - , « ¢
ALl students packaged with  * 5 , 1.4 4.2 2.1 0.0 35.0 11.3 5. 11.0 100.0
gife aid first . . ‘ .
Neediest students packaged ; ' 4 ' ‘ ! )
: . .9 *o. . . . . .? 00.
with gift sid first 2.4 2.2 7.9 0.6 0.0 24.7 s 23, 0.0 16 100 9
l..esﬁ needy atudents packaged ? . - 0 13.5 ) 100.0
“with self-help Eirst 25,2 \.'2.3 5.2 3.6 0.0 ‘32.9 l?.] .0._ . .
Private grant aid iw used ' * * i )
to offset self-help first 32.4 2.1 ) 5.8 1.1 oL 25.0" . ®1.7 1.5 . lo.s 100.0
(or exclusively)’ > M .. . '
- » <
All students may choose . .
among loan/work wmix for 30.5 1.2 8.7 1.8 0.0 19.9 21.1 1.3 15.5 100.0
self-help
’ . . ° 5
Summer savings: aessume -t 9 s ) . .
fixed contribution, based on 36.5 1.5 9.0 5.0 1.3 | 18.2 15.1 3.3 8.1 100.0 .
year fin school, as per CS8 ° N —
) 49 5 13 4 ) : 42 23 2 25 164

Institutions Report‘éf

A3 .
Source? lmtitutiona&lsite Viait Survey,

.L’Percentngen are row parcentagea.

’
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Table 9.3 also points out two incgnsistencie; between a specific
packagin& practice noted and tﬁg packaging typology employed. Eleven .
percent of the schools that stated that their students' aid packages

\ start with gift-aid also reported that they do not’ follow an esEablishéd_
packaging typology. This appears to be a contradiction in terms.siqce/7
this'packaging_pfactice does represent a'type'ofﬁpredetérmined packaging
policy. Another inconmsistency appears in the percentage of institutions
that ,allow students to choqse between work and loans to meet their ’
o se%ﬁ-heip pbligation. Although a small percentage (1.8%) of the
-JiL , instiﬁutions provide students with this choice all of them report that
they package students with a fixed amount of work. This inconsistency
may be due to an error committed in data reporting or it may be a result . E
* of the vagueness with which aff institution's packaging practlces are ' \

. interpreted.
. <

AN ! ~
. . .

SUMMARY

Nine distinct packaging typologles were identified from the data -
collected. Although these typologles differed, the two most commonly
used methads ("Non-Returnable Ald/Self-Help Ratio" and "Floating Granct
Amount") provide for a grant award to be included in all aid pécgages.
Regardless ‘of the typology used, a notgble féVE{ of agreement was . _
fgflécted in the responses given to quastions on selected‘paCRaginé“ | i
practices. These included: the treatment of summer earnings; the

assessment of need’ for lﬁdependent students; c0unse11ng provided on

Guaranteed Student Loans; and the determination of self-help source

..\Ffd///(whether loans or work). Onefpractice where 1nc0n31stency was most

apparent was in the treatment§ of private (noninstitutional) aid.

<4
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, SECTION V

STUDENT SERVICES: INSTITUTIONAL RESPONSIBILITIES

-

PREFACE ' \

4
. . ) / : .
The remainder of this volume will focus on a number of the

instiﬁhtiona}}y based services which must be providgd for students in
connection with financia} aid. Among the areas of discusson will be:

the administration of Nationmal Diregt Student Loans &Chapter 10), the
dissemination o# information to students.(Chabter 11), the moniforing of.
student enrollment status (Chapter 12), and .the validation of
student-reported data (Chgpter 13). For the institutjon, the provision
of thesé services presents many challenges, not the least of swhich is the -
necessity to coordinate the aétivities of the financial Aid of fice with

other administrative departments (e.g., business office, registrar,
. b L4

admissions office).

Eaéh‘of the phapgers herein 'will address specific dutiéé which ¢
institutions are réqdiredﬁto perform as part of their agreement to
participate in the Federal student financial aid programs. Some of these
funqtions (e.g., the loan collection and skip~-trace aspects of NDSL ‘

compliance) seem to be beyond the purview of traditional institutionmal
activities, while the counseling and enrollment~related functigns cited

appear compatible.with the types of activities normally undertaken by

L]

postsecondary institutions.



| ADMINISTRATION OF .THE NATIONAL DIREET ° :
'STUDENT LOAN PROGRAM . .

m'rmnucrmn : L B
The purposé of ‘the N;:;onal Dlrec: 'Student Loan Program (NDSL) \g to
Massist in the establlshment and maintenance of . low interes{ long-tenn .
deferred loan programs at Lnsxltutlons of p0§tsecoﬂ/f¥y education, to
students demonstratxng need for financial assistance in order to pursue

their courses of study at such institutions.” 1In the Program Hanagement

- Guidelines, the ihstitntion agrees to comply with the legal statutes, the

"General Provisions Relating to Studeh; Assistance Programs” found in
Title IV-F of the Higheijducatipn Act of 1965,.33 amended (20 U.S.C.
.10é8-10§3g, "General Provigions"), and any regulations as they become -
effective, implementing'tﬁbse sﬁatutory requirements. The institutiom,
therefore, agrees to (1) gaﬁitalize-at~least 10 percent of the fund, and

(2) fulfill its legislativé mandate, by managing the program éccording tQ

- ~Federal guidelines.. Each of these agreed areas of responsibility will be

dis¢ussed in turm.

. Source of Funds

-
-

When an institution’ decides to participate in the NDSL program, it
enters into a legally binding contractual relationship with the U,S.
Commissioner of Education to provide the partlc1patlng institution with \
up to 90 percent of tht’TG;ds necessary to capitalize an NDSL program,
and then to replenish the funds annually &s necessary (but in accordance
with program guidelines) to maintain the viability of the program. Of

course, the goal is to have each. partlcxpatxng institution achieve a



1

‘.

:f : federal'Management Guidelines

]
.
. . . . L%
‘ ' B N
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“selfnrotati g status," in which a steady state is reached‘wherebflthe
amount loaned} each year is balanced. by the &mount‘receiﬁed in 'loan
repayments, thus requiring no addltlonal contribution from the Federal
Treasury. However, since loan repayments follow by seversl _years the
initial loan and are spread-out over a number of years, the achlevemént
of a self—rotetlng status may take several years. The achievement of

: thls goal 18 dlso contlngent upon the success of .the 1nst1tut10n in

managing 1ts collegtxons.
' 1

t

‘- L. .
The Federal guxdellnes fox management of the NDSL program entajl very
specxflc procedures which, by virtue of the 1nst1tut10na1 agréement with
i the Comlssmner of. Educatlon, schools are required 'by law to follow.

These procedures -are deslgned toraid the institution 1n managing.the NDSL

'program, and to sxde—step potentlal dlfflcultles before they emexge.

- . The’ present guldellnes, as wrltten, arg not inx easy to understand,
'but conta1n requlrements for repeating SpélelC procednges at cr1t1cal
phases of the loa& process in oifsg to minimize the impacts of human
error on’ the operation and f1nanc1a1 vlabllxty of a programtﬂ
Inst1tutlonal compllance with' the Federal guldellnes involve about a
dozen separate key elements for NDSL. program management which fall into.

‘two main areas ofumanagement re8ponslb111ty.' counsellng and tecord
L]

keeping: ' T e

- - < . . L -

The counsehng activities spec1f1ed in the Federal guldehneonsist
of bothxpre loan coupseling and exit interviewing, with encouragement to
. condyct addltional.ceunseling as wellw  In terms of pre-loan counseling,

~the guidelines stipulate that: . ' -
| : '
"...it is essential to the sound administration of the loan programs
that borrowers have as complete an understanding as possible of their
. esponsxb111t1es and rights under the programs. It is strongly
-~recommended that either individual or graup counseling sessions be
held with'the borrowers prior to.advancing the loan. Pre-counseling
sessions shoyld clearly set forth the nature and purpose of the
- program; clearly indicating the borrower's obligationfto repay. Each
borrower fmst be given a copy of the Promissory Note which sets forth
the terms of gepayment along with the borrowet's rights and

obllgatlons. _ f : , .

’
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The Federal position on preload counseling is very clear then: full

'.lnformatlon (with regard to the student borrower - rlghts, obllgatlons, and

Yerms of repayment) is to be conveyed  to the prospective borrower prior
v
to the loan s being made, xncludxng'thegcece;pt of a copy of the

Promissory Note. : T B /

.-

The Promissory Note is the legall;'binding'doéument between the
student borrower and the 1nstitut10na1 lender. It 1s ev1dence of
indebtedness and, by SLgnzng the Prbmlssory Note, the student enters a
contractual reletxonshxp and acknowledges the receipt of the loam; the
rights and obligations as a borrower; ‘and the terms of repayment,

deferment, and cancellatxon. Therefore, the’ guxdellnes again call for -

»

counsellng at’ the time the loah is made but pr1or to the 1n1t1a1

disburgement. The regulations sgtate that:
...before an institution makes its first disbursement to a student,
it must have one of its employees meet personally with that student
to insure that the borrower understands his or her obligations under

- the loan, 1nc1ud1ng the obligation to apply the proceeds only to
educational expenses and .the obligation to repay ‘the loan. The

interview may be held individually with %ach borrower, -or with groups

of borrowers. The institution must attach a copy of the repayment
plan to the copy of the promzssory note and give a copy of the plan
to the borrower. . :

Clearly, counsellng before and ,during the making of the loan are
regarded as meortant management functzons of the institution by the
developers of the Federal guidelines. By the eame token, a great deal of
impottance is plaeed on counseling at the time the student borrower
leaves the institution. The NDSL regulations state that an institution
' must, if poseible, conduct an exit interview with each borrower before
the borrower leaves the institution and, insofar as feasible, these |
interviews must be conducted on an Lnd1v1dual basis. However, if

individual interviews are not feasible, a group interview is permitted.
- “ ~ .
During the exit interview, the institution must provide borrowers

with a detailed,eipladatiod'of their rights and obligations. Borrowers
also must be informed of their obligation to repay the loan in accordance

‘with the schedule. Furthermore, the school must inform borrowers that it

/ - ~

: S 10.3 -
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is their responslblllty to inform the institution of any change of

address; each borrower must krow the full amount of his/her loan an& the
interest rate; and each borrower must know the amount of the first
payment and the date it is due. Deferment and cancellation possibilities

should also be covered in exit interview sessions.

'Record keeping seems to play, an important a role in ensuring that

students repay their educational debts. Alan Maynard, the Bursar at

Brown University, states in the Jourmal of Student Financial Aid that:

...collections are just as dependent on good records aéfreports
(i.e., reports to OE), and no evaluation of the collection effort at
a particular institution can be made iudependently of thbse records
. and procedures. JIf colleges'and universities, therefore,, ‘arg having
diffigulty with collections, it behooves” them to Towk at gvery phase
of thgxr record-keeping to be sure that it is accur aké;<reliable, and
accessible before proceeding further: .

—

There are a number of necessary and required record-keeping . .
practices. These include: . . .
. M -
« ® maintenance of the borrower s current address and enrollment
status whlle in school, - .
e ensuring the borrowers notify the financial a1d office upon
leaving school; \
e maintenance of viable communication with the registrar's office
«’ for communicating when a borrower does leave the institution;
° maintenance of the borrower's current address, after the. '
borrower has left school;
° communication with the graduated or terminated borrower duryng,
the grace period;
° collecting from borrowers after the grace period is terminated;
and ,
° locating "lost" borrowers, and collecting from delinquent (: )
accounts. - . . .

While the student is in school the participating institution,is ‘required
to provide for the exchange of information among all appropriate

instiftutional offices, e.g., the registrar, student financial aid,

businéss, and alumni offices. This exchange will enable the institution
N .

ine: (1) the date the borrower will graduaLerso that an é&xit

. PO
b . "
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interview may be scheduled; 'or (2) whether a student has left school
. L J .
without proper notice so that it may mail the borrower the required

information.

.
.

Once the student leaves school, however, the responsibilit& of the

institution continues. For each borrower student, there is a nine-month

grace {friod,~at the end of which repayment begins. During the grace

period the school must:
° 90 days into the grace period, transmit to the. borrower, in
/ writing, the very same information it required to communicate
during the exit interview, as well as any ogher information
T

necessary to satisfy Truth-in-Lending Act rbkgulations;j ,

the borrower's grace period ends; and

() at least 30 days befaqre the first payment is due, notify the
. - borrower of that due date and amount.

e

f’- [ - [ * - L]
In the case of stydents leaving the institution without notice, 3$chools
must also mail the borrower a copy of the promissory rote and twd copies
of the repayment schedule, and must request the borrower to sign and

retum one of the copies of the repayment schedule,

- As the grace period comes to a close, there ig still aneother series

of steps the institution is bound to follow as part of its agreement to

partxclpare in the NDSL program: .

statement of account at least 30 ‘days before the date on which

the first repayment installment is due, and ‘a statement of
ccount ~at *least 10 days before the due date of each payment
fter the first;'

-~ . t

° 180 days into the grace period, notify the borrower of the date

1

e if a paymeﬂr or a deferment or cancellation form is not received
within 15 days of its due date,' the institution must contact the

'g' borrower to demand payment (first overdue notxce),

° Wlthln 30 days of the date of the first overdue notice, 1if the
borrower does not respond satisfactorily, it must contact the
borrower agaxn by telephone or in wr1t1ng (second overdue
notice); -

.

.- ‘borrower does
- borrower by t

ot respond satisfactorily, it must contact the
ephone or mailgram (third overdue notice); and

~ . . 10.5

- ® within 15 déyzgﬁf/the date of the second overdue notice, if the :

° the institution must send each borrower a letter of notice and a

~ e



e within. 15 days of the third overdue potige, if the borrower does
not respoftd satisfactorily, it must .send the borrower a final
demand letter. The final demand letter must tell the borrower-
that the loan,will be referred for collection or for litigatiou
if the appropriate payment or loan is not received within 30
days. *
. " At this point, if the institution is unahle to communicate with the -
borrower, it must engage the Services of a commercial skip-tracing
. organization or perform equivalent skip-tracing activities with its own

personnel.

-

Legally, de11nquency for an ingtitution means 'thé'principaL amount -
outstanding on dxrect or defense loans In default for 120 days if
repayment in monthly installments, and 180 days if repayable in less
frequent installments." Once delinquency occurs, -an institution must
engage a collection agency or bring suit ékainst delinquent borrowers if
certain criteria are met: all reminder notlces must have been sent,, and

) the institution must be certain of the bqrrower s whereabouts.

o In summary, then, if the institution has complied with the procedures
. incumbent upon it as an NDSL participant and the loan at this point is

still in default, the following will have taken place:

e . the borrower will have had an exit interview, or w111 have been
. . . mailed comparable information; ,
. ° the borrower will.-havg, been contacted three. times during the
grace period;
° the borrower will have been sent three notices subsequent to the
first payment date;
° the borrower will have been sent a warning of collection of-
litigation effort; - .
- e skip-trace activities will have /been conducted, if the borrower
cannot be contacted; and i
/
° the borrower will have been motified of the ‘intent to seek ’
\ collection, satisfactory explanatyon, or suit.

At this p01nt, the institution must bring s 1t againgt the borrower (or
against any proper endorser) if éollection e fortf have failed, and if it
is determined that the borrower has assets wh\ich may c%ver all or

substantially all of the outstanding obligations; that the borrower has

v
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.no known défense or sat1sfactory explanation of the dellnquency, that the
borrower's whereabouts are known, so that he/she can ea311y be served;
and tkat the amount outstandlnq exceeds $500. The 1nst1tut1on may choose

to bring suit .against the borrower even if these copditions are not met.

Ciea;ly, the NDSL participating institution has a. substantial serigs
of mandated sequential procedures ‘to follow in the management of an NDS
loan from the preloan counseling through potential 1egal'§ction for
collection of délinquent.accouﬁts. It is therefore not surprising, that
-many patticipating institutions find that compliance with this sequence
of procedures is difficult to maintain and that default rates have been
reported which are correspondingly high. Recently, USOE has implemented
a program, at the urging of ‘then Secretary of Health, Education and
Welfare, Joseph Califano, whereby schools can refer certain delinquent
’borroweré to USOE which will assume collection resﬁonsibilities. This
procedure wag initiated in response to institutional pleas for assistance
in collecting from "hard-core" defaulters. Additionally, those borrowers
referred to USOE can have their names removed from institmtional default
roles,. thus lowering the school's caicylafed déault rate. The next

gsection briefly reviews some of the key issues surrounding compliance and

RV

S~ ) - -, . '
. Thére are essentially six groups of interreliated issuds which.are to

L d

loan default.

THE ISSUES

-

be addressed as part of the analysis of this chapter. A brief discussion

of each will be undertaken prior to presenting the findings with respect -

to the research into each of the issues.

Compliance With Guidelines

-
3

"In the description of the NDSL program above, the full panorama of
procedures with which participating institutions are supposed to comply
is itemized. The first issue is therefore to establish the extent of the

compliance (and noncomplxance) wzth each procedu:e and to detemmine

J

whether noncompllance is pervasive across all categorles of procedures or

whether some. of the guidelines are more 3uscept1b1e to noncompliance than

otherss{either across the board or’ Sy selected school types).

d .

w . et
e

~



The CShgliance-Default Relationship

One of the often stated results of noncompliance with the required
NDSL processing procedures is an inflated rate of default on the NDSL
repayments. The second issue then is to exﬁlore the relationship‘of
noncompfiance to the rate of default on NDSL repayments. This issue
involves, not only a one-on-one examination of the compliance with
specific.required progcedures and the corresponding default rate by type
of school, but also an examination of the clustéring of procedures where

’j/ noncompliance is associated with the overall school default rate. This
" latter approach specifically recognizes the interactive nature of the
\ ) impacts -of noncompliance with individual required procedﬁfés on the
overall default rate by type of school. Finally, this issue includes the
identification of the differences in noncompliangde profiles between those

schools (by type) with high default rates and Jéw default rates.

Default Rates and the Levefnbf Effort

; }here is some concern that the root cause of noncompliance, and B
K therefore excessive default rates by type of school, is the workload
borne by the financial aid office (FAO) staff which is attributable to

\-NDSL. The data are avaLlable from Chapter 5 on the composition and use
of FAQO staff in NDSL actlvxtxes, and on the per staff member NDSL

recipient loads faced by the financial aid offices of dlffereqp types of

/ “3chools, which can be correlated with the default rates calculated.by
type of school. It is expected that, at some point, increasing workloads
will produce identifiable impacts (i.e., increases) on the schools’

default rates. ' !

@ Default Rates and the Costs of Education

This issue is raised betause of the possibility that the availability
of NDSL funds would influence the tuition and fee policy of the school,
which, in turn, may have repercussions on the size of the NDSL loans, the
. students' abilities to pay, and the eventual default rate Qf the school.

In order to address this issue, the cost %f education by type of school
will be correlated with the defaulf rate, with the expectation that the
¢ost of educafion, standardized by type of school,.will pesitively
influence the default rate.

. s T2
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@s an alternative apprbach to this issue, it’may be hypothesized that
a tuition and fee~instigated increase in the average NDSL loan is
facilitated by éogfiguring the financial aid Rackaging process in order
to accommodate the increase inﬁ§gition and fees. If this is the case and
if it leads to higher default rates by type of school, then this effort
should be identifiable through Jbrfelating the typology of aid packaging
philosophies with default rates, having first standardizeq'fof the type

of school. : T . : .

-

School=-Specific Delinquency Definitions

-

\ ) While there is°§ standard definition for repaYmeﬁt delinquency under
the NDSL program,_sone'schpols a;e.believed to employ definit%ons which,
in fact, deviate from this standard in one direction or another. To the
extent that these alternative definitions ar€ used to initiate actions in

- " the financial aid office, then the collection activgfies of the financial

aid office should be more aggressive or less aggressive depending on

.-whether the alternative definition is more restrictive or less

restrictive, respeckively. Therefore, this effect should manifest itself

in high default ratc

being associated with those schools using less restrictive alternatives,

‘g.(usihg the standard definition of delinquencf)

low default rates (using the standard definition of delinquency) being
associated with thoseEschoo1;“using more restrictive alterpatives, and
}ntermediate default rates for those schools using the standard

definition of delinquency.

. » .
. School Experience and the Default Rate \\\*_

La#tly, there is an issue as to whether those institutions that have
achieved self-rotating status on their NDSL program,‘and are prgsumably
'exerciqing.more efficient and prudent.management procedures, will have
lower default rates thdn }hose institutions which have not achieved
self-rotating status. The core of this issue is that the achievement of
self-rotating status is an indication of the interest, dedication,’and
proven experience of the schools' staffs ra%gtive tq the NDSL programs;
and these attributes carry over into activities which will reduce the
default rates of these schools. One potentially confounding influence in

this issue may be the length of time that theﬂgrog:am has‘been in
" . B
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operation at thevséhooi, . This 1is particularly.the‘céng since, eve§
under the hest a%géircumstances} the achievementof a self-rotating

C v status is a very time-consuming process. Therefore, the examination of

‘ ™
the relationship between the status of the school and itg default rate nN‘

,. should take place only after standardizing for the léngth of time the
. NDSL program has been in operation at the school. |
_ , 1 :
. o . . . ’ /
THE RESULTS . g . = B )

A total of 137\ins;itutioné in tbis'study reported'that‘thef"
administer'National Direct Student Loans to their students. Basically,
there are three classifications for these programs: (1) those which have
achieved selff-rotating status,-(2) those that have not achieved
self-rotat{ng status, and (3) those that fluctuate between seif—rofating
and nonself-rotating from year to year which are referred to as "mixed.".
Table 10.1 shows the fumber of reporting institutions by these

classifications, and institutional level and control.

. \ ' 4 .
. In general, between one-~tenth ind one—quarter of the schools of each
type had "mixed" NDSL programs; with proprietary and 4~year private
» schools' at the upﬁ?r end of this range, and the other schbol_types near

the lower end of the range. The most interesting pattern, however, is
the  distribution of schools by type between self-rotating and

nonself-rotating status. For the 4~year and proprietary schools, between
two aﬂd six times as many schools are nohselszotating~as are .
self~rotating, with 4-~year private schools showing the largest

. difference. On the otlfer hand, the 2-year schools show that half of all

their NDSL- programs are in ‘the self-rotating-category.

Even though the numbers of schools repoé}ing are much larger for
4-year than 2-year schools, the numbers should nevertheless be sufficient
to explain the achievement of self-rotating status by the latter (and the

-nonaqhievement of this status by the former) during'an exéminatio; of

“NDSL program operatiomns, below.

‘A
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TABLE 10.1: NUMBERS OF REPORTING, SCHOOLS, BY NPSL FUND TYPE AND .
INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79

7
A
e Institutional Level and Control
- ' -
= 4-Year. 4-Year 2-Year 2-Year Propri-
Fund Type < AEgEE}p Private Public Private etary
gﬁelf-rotatmng \J/ Y x T s 9 4 4
Nonself-rqtatlng ) 2- , 29 : 6 3 8
Mixed ' ~ 6 ' 12 .. 3 S | 4
Schools Reportingrﬁp=l37) 49 vy . 46 18 8 16

N\

Source: Institutional Site Visit Survey.

Compliance with\Ggidelinee .
\ ' . !

The gu1de11nes require compliance with many procedures. These cfn be

categorxzed intd two main ‘groups: counseling and record keeping.
Furthermo e, as descrebed earl;er, the counsellng takes place at a
variet of tlmes throughout the 18an award and repayment process. Table
10.2 Ahows the level of &ompllance both prior to, and at the §~ﬁds of,
the award of the- ’{oan. Of the 136 .schools reportmg, close to two-th:.rds
provide counseling prior ib the award of all school types, except 4-year.
privates for wh{ch.only one-half rdport compliance. Comparable figures
are reported for compliance with counseiing at the time of the loan,

except for proprietary schools which report a compliance rate of over 80

-
-

percent.

Compliance with both counseling requiremenfe is partially predictable
from these findings. Almost 45 percent of the proprietary schools report
both counseling activities, while 4~year private schools report a
combined compliance rate of less than 25 percent. The combined
counseling compliance pattern is also reflectxve of an inverse pattern of
total noncompliance. That is, none of the proprietary schools reported
neither type of cgunseling, whereas almost 20 percent of .the 4~year
private schools reported no counseling prior to, or at the time of, the

award.
-

_ 1o.£é
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TABLE <10.2: PERCENTAGE OF SCHOOLS COMPLYING WITH SELECTED NDSL AWARD ten
COUNSELING GUIDELINES, BY INSTITUTIONAL LEVEL AND CONTROL: -
Acansmm 1978-79

.

Institutional Level and Control

. o - ' 4~Year 4=Year 2-Year 2-Year Prop%i-
;- Public Private Public Private etary
Counseling Priof to . . | '
Counseling at Award ' . _ i o
(N=43) | 60.4 | 54.4 . 6l.1 62.5 81.3
—Coungeling.both Prior : ' :
Counseling either Prior
| t6 or at Award TN=120) 89.6 80.4 9%.4 87.5 100:0
) Schools Reporting (N=136) 48 46 + 18 8 16 , .
d .
Source: Institutional Site Visit Survey. l N
Focusing oahphose 42 institutions complying with both counseling
requirements, Table 10.3 shows that none of the schools, regardless of
. school type, relies solely on group counseling. In fact, few of these
to . . .. . . . ., . . e ' ml——
schools used group counseling even in‘combination with individual
. - counseling. None of the 2-year private schools did so, and only between

20 and 30 percent of the other nomprdprietary schools did so. Only in

the cases of proprietary schools was group counseling exteﬂsively uséd

(about 43 percent).

Clearly, for those schools complying with the .two initial counéeling
reqﬁirements, primary reliance was placed on individual counseling. Even
' for progrietariés, which used group counseling the ﬁost! over 50 percent
v relied entirely on individual counseling. In the case of 2-year private
schools, all thtee of the "compliers" relied on individual counseling. .
(Sinée no schools relied solely on group counseling, all schools used

some individual counseling.)

-4




TABLE 10.3: PERCENTAGE OF SCHOOLS WHICH COMPLY WITH NDSL AWARD '
COUNSELING REQUIREMENTS AND WHICH ALSO COMPLY WITH OTHER
AWARD COUNSELING SPECIFICATIONS, BY INSTITUTIONAL LEVEL AND
CONTROL: ACADEMIC YEAR 1978-791/ .

*

Institutional Level and Control

r *
4-Year 4-Year = 2-Year - 2-Year ~ Propri-
Public Private ©Public Private etary

'Sounseligg_&ype

Tndividual Only 68.7 81.8  80.0 100.0 57.1

Group Only . " 0.0 0.0 0.0 0.0 0.0

Both Individual - -~

“end Gro . 31.3 18.2 20.0 0.Q 42.9
Counseiingugkbjects | . :

Repayment Terms - 87.5 100.0 100.0 100.0 100.0

Interest Charges 100.0 100.0 100.0 100.0 - 100.0

Withdrawal Notice 100.0. 100.0 100.0 100.0 10Q.0

Address Change 100.0 . - 90.9 100.0 100.0  100.0
- Persgonal Data 75.0 81.8 100.0 66.7 100.0
Schools Reporting (N=42) 16 .1 5 3 7

-Source: Institutieonal Site Visit Survey. -

1/This entire tabieois based upon the 42 schools which reported complying
with the required counseling both prior® to and at the award of the NDSL.

. .
The remainder of Table 10.3 examines the content of the counseling
undertaken by the 42 complying schools. For the mosé part, the schools
of this category report that the content of the interviews conform to
that specified by the regulations. Some noncompliance is present in all
school types -in the explanation of the limitation of the debt, which
averageslabout one-third of the schools. Noncompliance is notably lower
than this in 2-year public schools, but double the average in 2-year
-private schools. Lastly, 4-year pquic schools frequéntly do not discuss

the repayment terms during the interviews.

While the schools shown in Table 10.3, whick conducted interviews
both at the time of the NDSL award and prior to the award, always

conducted individual interviews (sometimes supplemented with group

10.13
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{nterviews), the s¢hools shown 1in Taﬁle 10.4, which conducted interviews
only prior to award, frequently relied en group interviews alone .and
selddm eeed group interviews to supplement individual interviews. In
terms of the cemparison of responses on interview contents,-however, the
results are mixed. The compliance for/szé items 1is higher (e.g., debt
limit), whereas for several of the items, particularly for the 4-year
'SChoels,'lower compliance rates are shown. This is the-ease_for the
critical items of "withdrawal notice" and ' address change" requirements.
Less personal data areMelso acquired by the pr1or-to-award group schools,
but this #is not a required componént of the interview.
TABLE 10.4: PERCENTAGE OF SCHOOLS WHICH'COMPLY WITH THE PRIOR-TO-AVARD
COUNSELING REQUIREMENT ONLY WHICH ALSO COMPLY WITH OTHER .

NDSL AWARD COUNSELING SPECIFICATIONS BY INSTITUTIONAL
LEVEL AND CONTROL: ACADEMIC YEAR 1978-791/ ‘

1

-~

Institutional Level and Control

4~Year 4-Year 2-~Year 2-Year Propri-
Public Private Public Private etary

unse.ling Type _— |
_ ndividual’ Only 606.7 83.3 - 83.3 *100.0 100.0

Group Only 20.0 8.3 - 16.6° 0.0 0.0
Both Individual 13.3  * 8.3 0.0 0.0 0.0 .
and Group s

Counseling Subject _ Q : T
Repayment Terms 93. 100.0 100.0 100.0 100.0
Interest Charges 86.7 75.0 100.0 100.0 100.0
Debt Limit 86.7 66.7 -83.3 . 100.0 100.0
Withdrawal Notices 93.3 83.3 100.0 100.0 100.0
Address. Change 80.0 75.0 83.3 100.0 100.0
Personal Data . 73.3 66.7 66.7 50.0 66.7

Schools Reporting (N=38) 15 12 6 2 3

Source: Institutional Site Visit Survey.

1/This table is based on the 38 schools which reported complying with
the pre—award counseling requirement’only.
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COntisuing Qith this theﬁe,tTable 10.5 examines the respcnsés of
those schools conducting contemporary award interviews only. In terms of
group vs. individual interviews, somewhat .the :same reliance is placed on-
1nd1v1dua1 interviews by these schools as 'did the prior-to-award schools,
'along with aﬁbut the same level of sole nellance on group interviews
(note the exception for 2-year public schools), but almost no use of
grdup interviews to supplement individual intsrview. The lew £
compliance on xndxvxdual interview xtems conforms generally to that .ﬁj&
reported for prxor-to—awsrd-only schools, although proprxetary schoolis .

showed a marked'gecrement in compllanct«h - ) :

. "The queséion was also asked of NDSL schools as to whetherrafgeﬁeralw

statment was -provided to the student with the loan offer, the form of the
' : sts:emeﬁﬁ, and the content of_,he_ststemsnt. TaSle-IO.S shows that;'

between 88 an@ 100 ﬁércent ofI;thosls provided such statemenqs to Qpé
students, with 2-year schools being under 90 percent *and proprietary
schools beipg at 100 percent. When limiting the question'ﬁéiwritteﬁ ,
statements, the percentages for private schools drop to around 80 -
percent, public schools remain at about 90 percent, and proprietary

schools remain at 100 percent. , o

~

Whether the statement was verbal or writteh,.each school wag -asked
the content of the statement. Table 10.6 shows that, of all schools .

- asked, between 70 and 100 percent provided the content items depending on
the item and the type of'sshool. While the percentages reported are
bounded on the upward side by the percentage of schools providing such
statemeﬁts, it is clear that tﬁe contents -of the statements are generally
mixed...The contents are particularly mixed in‘éhe proprietary schools
and “the 4-§ear schoolsﬁ Also, note fhat'many of the contesc items are -
provided orally rather than in written form. This occurs at a minimum

whenever a larger percentage'of schools report s:BPIying the content item

- - than report providing a written statement.: \
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TABLE 10.5: ' PERCENTAGE OF SCHOOLS COMPLYING WITH THE CONTEMPORARY AVARD -
© "~ COUNSELING REQUIREMENT ONLY WHICH ALSC COMPLY WITH OTHER

NDSL AWARD COUNSELING -SPECIFICATIONS BY.-INSTITUTIONAL LEVEL

~ AND CONTROL:  ACADEMIC YEAR 1978-791/ .~

B ' = N4 Conte ' ,’/
] . Institutional Level and Contwol .
? t 3y . - .
o S 4~Year  4-Year 2-Year 2-Year,  Propri- -
e s Public Private Public Private  etary >
coﬁuseling'fﬁpef“ L _- ' e ' -
o - Individual Only "° . 81.8 78.6 . 100.0 .. 100.0 - - 66.7
e " Group Only’ . 18.2 g1.3f 0.0 0.0 16.7
o “ . . _ Both Individual - | . . C A L.
: and. Group B "0.07 pio) \0,0 § QZO . 16.7
Co Counselxng SubJec; _ - ) _ : L
) x Repayment Terms 83.3 -+ 85.7 £ 83.3.° 100.0 - 100.0
U IntereSt, Charges - | -83.3 92,9 ' 100.0 0.0 . . 83.3
o - Debt Limit - 66,7 71.4. - 50.0" 50.0 33.3 '
4 . N W;thdrawal Notice . 91.7- .85.7 = 83.3, 100. 0 83.3
o o ‘Address~Change’ .~ 91.7.  92.9 - 100.0  100.0 83.3
. '-Personal Data . © 7 50.0 50.0 - 100.0 - 50.0 ~ 50.0
U Schools Reporting (N-ao) 2 1 e . 2 s
) Source ) Instxtutxonal 81te stlt Survey..,f' < |
. 1/'I."nls table 1s based on the 40 schools whlch reported comp1y1ng with.
o _ . the requirement -to counsel stuqents at the time of the NDSL award only,
b v . R : , . : K . ,
i . .
! ) . i ‘
q. 2 - k. ’
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TABLE 10.6: PERCENTAGE OF SCHOOLS PROVIDING GENERAL STATEMENTS WITH THE
NDSL LOAN OFFER, BY INSTITUTIONAL LEVEL AND GPNTROL:
ACADEMIC- YEAR 1978-~79 ' '

bl

-4

:p:‘;‘. ._ R | School Type
‘E 4~Year 4-Year 2-Year  2-Year Proprti-
"Public Private Public Privatei} etary
. _ _ :
Scheols Providin
| ‘Statements 95.8 91.3 88.2 87.5 100.0
:d/~ Schools Providing’ - h )
. Written Statements 91.7 . 82.6 . 88.2 75.0 100.0
) ‘Statement Contents 0 / _
Promissory Note. ~ 70.8 739 88.2 75.0° 75.0
Source of Funds . 70.8 71.7 . 76 5 75.0 68.8
Interest Notes 89.6 . 87.0 = 88.2 . 5.0 100.0
Cancellation . o
- provisions 83.3 89.1 82.4 75.2 68.8
Grace Period ° . 85.4 . 8.8 88.2 75.0 ¢ 87.5
Repayment Terms . 8l.3 - 78.3 | 76.5 87.5 100.0 .
" Schools: Reporting (N=135) 48 46 17 8 16

Squrce: Institutional Site Visit Survey.

¢ ; . ~
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Counseling, of course, does not end with the initial ;ward of the
NDSL. The next key coumseling activity is the exit interview. Of the
138 sthools reportihg, all but two (two out of 16 prqQprietaries) reported
that they hold exit interviews with the student. A total of 134 of the

136 schools holding exit interviews reported further on the type of

interviews held. Table 10.7 shows that for most school tﬁpes, 60 percent _

or more of the schools used individual interviews (for proprietary
schools, the percentage is well over 90). For 2-year private schools,
however, group interviews were used as often as were the 1nd1v1dual '

‘interviews.

-

~ In terms of subjects covered during these'exft‘interviews, a great
deal of compliance is reported.. Table 10.7 shows that at least 90
percent compliance was achieved for all, items in all schools, except for
the terms of the repayment which was covered in only 84 percent of the
4~year public schools. Note that compllance in all items was achleved by
the eight 2-year private schools. These results are altered only
marglnally when the pertentage of eligible students receiving am exit
interview is examined by type of school. Apparently, the publxc schools
are able to pfhyide exit interviews to about 10 percent less of the NDSL
recipiente than do their private school counterparts. At the Same time,
2-year schools provide exit interviews to about five percent more of the
loan recipients than do the 4~year schools. The proprietary schools are
in the middle, with almost 90 percent of exit ihterﬁiews coﬁpleteda
whereas the 2~year private schools lead with almost 97 percent, an& the ?

4-year public schools trail“with only 80 percent of loan recipients

caovered by an exit interview., These results are consistent with the full’

coverage of exit intexview sub jects reported-by 2-year private schools,

and the less than full coverage reported by 4-year public schools. But,

it is clear that the greater coverage of the 2—ye:§ private schools is

expedited through a very high usage df group (as opposed  to 1nd1v1§pa1)

interviews, which may be less effective in the long run.
i

Of. course, one explanation for the inability to administer exit
interviews to all NDSL rec1p1ents is that the borrowers may drop out of
school without going through formal severancé of their relationship with

the school, or they may simply.not show up for a scheduled interview

10.18
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TABLE 10.7: PERCENTAGE OF SCOOLS CONDUCTING NDSL EXIT INTERVIEWS WHICH

. COMPLY WITH O

EXIT INTERVIEW
INSTITUTIONAL LEVEL AND CONTROL:

SPECIFICATIONS, BY .
ACADEMIC YEAR 1978-79

N :
Institutional Level and Control

4-Year 4~Year 2-Year 2~Year 'Propqi-
Public Private Public Private etary'
Counseling Type. )
Individual Only = = 62.0 75.0 88.9 50.0 92.9
Group Only 34.0 20.5 11.1 50.0 7.1 .
Both Individual : "
and Group ' 4.0 ) 0.0 e %f&)
. N o &
Schools Reporting (N=134) 50 &4 18 8 14 ]\_
gpunséling Subject 1/ ) _ S
Repaymént Terms 84.0 93.5 . 88.9 100.0 . . 92.3
Loan Amount 96.0 97.8 100.0 100.0 100.0
First Payment Due 96.0 93.5 88.9 100.0 100.0
, Cancgllation 8.0  100.0 100.0  100.0  100.0
Provisions . ) . .

Accelerated Payment 98.0 97.8 100.0 100.Q 100.0
Change of Address - . 98.0 95.7 100.0 100.0 100.0
_ Schgols Reporting (N=135) 50 46 18 8 13 p

Students Receiving s
Schools Reporting (N=130) 47 < 45 17 8 13
Soﬁrce: Institutional Site Visit Survey. a
l/Multiplé responses as allowed.
‘ < -
k )
S
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session. Table 10.8 shows that formal communication procedures are in
- effect between the registration office and the financial aid office in
between two-thirds and four-fifths of the sé¢hools. Thé highest is &4-year
private schools, while the lowest is 2-year, private .schools. This is a
) bit of a surprise considering the high percentage of NDSL recipients
‘receiving exit 1nterv1ews in 2-year prlvate schools, but the answer may

be in the timing of the notification of termlnatlon.

Table 10.8 shows that, indeed, the 2~year privat® schools tend to
discover student dropedts sooner than othet school types. Furthermore,
“(i it appears that the 4-year public 'schools,do not'discover a majority of
| the dropouts until the start of the next semester. Assuming these
- statistics; an early dropout detection syStem is effective in increesing
N\ the proportion of students receiving exit interviews but, just as
importantly, the frequency of dropouts combined with the typicelly slow
~di3covery process ipcreases the‘imgortance of the preaward'and on-receipt
ceunseling, whigh'are the last points at which contact with the reeipiegt
is “assured. . T
- . . o ‘
.Fqllowing the exit »iaterview, loan recipients are contacted and

Eracked during:the nine-month grace period, as well as after the grace
L\i\\ . ) perlod Aif the loan is in default. Vlrtually dll of the schools which
' reported ‘that they admlnxstered NDSL programs also indicated that they

tracked NDSL reczplents durlng the grace period (135 oug of 137): There
were differences exhlblted, however, with regard to the contact medxum
used. Table 10.9 1nd1cates the -frequency of usage of four of the most
;dff7 | comgon-eggie: (1) three contacts by. letter, “(2) three'eontects by
A telephone, (3) thxee contacts by telegram, and (4) the mailing of a
. package containing the Promissory Note and two copids of the repayment
schedule wlth the, request that one copy be s;gned and returned. The
.lettér is the most common proceduGe, and is used‘more than twice as
frequently aeﬂthe_second most co@moh procedure: - the package.‘ The use of

« telegrams is the least common procedure. . -,

. . - . . “ f V3 // [ 4
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TABLE 10.8;3 "PERCENTAGE- OF SCHOOLS WITH FORMALIZED PROCEDURES TO MONITOR
STUDENT TERMINATION, BY INSTITUTIONAL LEVEL AND CONTROL:
ACADEMIC YEAR 1978-79 .

3

Institutional Level and Control

4~Year 4~Year. 2-Year  2-Year) Propri-

_Public Private  Public Private '/-'etary'

Formal Procedures

] in Effect 72.3  82.2 }18 0 66.7 1.4
// .

Schools Reporting (N=13) 47 45 18 6 14

Discovery of Dropouts o o
Prior to End of Term 22.0 .1 - 29.4 «75.0 80.0
End of Academic Term -24.0 25.0 35.3 12.5 - 6.7
Start of Next Term 4.0 40.9 - 35, %;/r-iz.S 13.3
RN . \ _ < 0 ”

Schools Reporting (N=134) 50 44 17 ( 8 15 %

K-

- Source: Institutional Site Visit Survey.

TABLE 10.9: PERCENTAGE.OF.SCHOOLS USING SELECTED RACE PERIOCD TRACKING.
- PROCEDURES FOR NDSL,. BY INSTITUTIONAL LEVEL AND CONTROL:

s ACADEMIC YEAR 1978-79
* 7._‘ : . ' ‘- .
. Institutional Level and Control
- ‘ : \ : :
' 4=Year 4~Year  2-Year 2-Year Propri~
Public Private Public  Private , etary

Contact Medium 1/

Letter - 79.6  70.5 72,2 87.5 - 75.0
Telephone 20.4° 9.1 22,2 37.5 12.5
® Telegl‘am A 601 0.0 . 0.0 12.5 6.3
Package ) 30.6 38.6 22.2 37.5 37.5
, :
,-Schools Reporting (N-l;!5 49 - 46 - 16 8 ' 16 g.
Borrowers Successfully
Schools Reporting (N=106) 39 35 14 7 11
 Source: Institutional Site Visit Survey.
l/Multiple fésponses are allowed.
. {
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The figures.on'Tdble.IO.Q clearly imply that all scho;1 types
frequently use more than one medium in their tracking activities. The
most tracking is.undertakeﬁ by 2-year privat% schools; howeve;.u These

+ schools show the highest percentages using the media of_legtér,{telegram,
and felebhoﬁe, and are near the top in the use of the package. This is

. consistent Vith‘the high degree of compliance shown above for the exit

———interyiew, and explains the over 90 percent of borrowers) successfully
trackéd by this type of school.l{ _The two least succeszzhl\"trackers"
by this measure are proprietary schools and 2~year public schools, with
iess than 70 percent successfully tracked. The former is low in
telephone usage; although average or above in 41l other media; whereas
t atter is low in telegram and package usage, although average in the
her med%a. This suggests that the use of multiple media is neceSséry X

’ . . . - s . T
to achieve success in borrower tracking during the grace period.
Y : ) .

The last set of compliancg\gzkaities involves those procedu;es used
in dealing with delinquent borrowers. First of all, Table 10.10 shows
that a3 wide discrepancy.exists in the percentage of schools tracking
delinquent accounts themselves. As.little as 25 percent of the
proprietary schools do their own tracking,‘while ﬁust over 50 percert of
2~year public schools, and 76 to. 75 percent of the remaining school types
do so. Thg use of commercial organizaﬁions to 'do the tracking has much
less variatiomn tnote that most schools, use both methods). éroprietéry
and 2-year private schools use these firms a little over 60 percent of
the time, while other school types rely on these agencies 75 to 80

percent of the time. _ o
‘. . -
Table 10.10 also indicates the frequency of ﬁsage of different
_techniques to induce repayment of delinquent accounts. The favorite
\technique is to employ a collection agency. About 90 pertent of all

school types use this approach. In addition, however, strongly worded
1/'/

s .
\ * -
}I/It should be pointed out that two-thirds of all schools are able to
' contact at least 90 percent of their NDSL recipients. The average
percentages shown on Table 10.9 reflect the fact that ten percent of
schools are unable to contact half of their NDSL borrowers (two

percent contact no borrowers).

¢ o 10.22 235’ '
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TABLE 10.10: _PERCENTAGE OF SCHOOLS USING VARIOUS PROCEDURES TO DEAL WITH
NDSIL. DELINQUENCY, BYQINSTITUTIONAL LEVEL AND CONTROL:
ACADEMIC YEAR 1978-79 ' .

LA S

e Institutional Level and Control

o OO0
~

4-Year 4~-Year 2-Year 2-Year Propri-
Public Private Public Private etary
. : Tracking Organizat ionsl/
School - o 68.0 . 69.6 52.9 75.0 25.0
Commercial Agency 74.0 - 78.3 76.5 62.5 62.5 -
\ .40
Schools. Reporting (N-l&?) 50 46 17 = 8 16 )
, Collection Proceduresl/ :
# Penalty Charges $14.3 17.4 12.5 12.5 - 12,5,
’ Strong Letters . 85.7 87.0 68.8- 87.5 56.3
Attofney . 55.1  41.3  12.5 25.0 12.5
Collection Agency 87.8 89.1 87.5 87.5 93.8
Schools Reporting (N=135) 49 46 16 8 16
Pre-Legal Action Contacts ' .
No Legal Action 11.1  17.8 14.3 12.5 0.
Less Than Three Contacts 1l.1 6.7 0.0 0.0 0.
Three or Four Contacts - 24.4 15.5 57.1 37.5 40
Greater than Four ' ; v e
Contacts . 53.3 ge.O\ 28.6 50.0 | 60
Y .
Schools Reporting (N=127) 45 45 “ 14 8 15 -

Source: Institutiomal Site Visit Survey.

3/Mu1tip1e responses are allowed.
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refused to use legal action as a remedy. They give the delinquent

. 80).

L)

A

-

letters are sent by about 85 percent of the schools (lower in 2-year

- public and proprietary schools). Other techniques, such as adding

penalty charges and employing an adttorney are much less frequently used.
The only exceptions are the 4=year schools which use attorneys'?bout half

-

~

The last measure of delinquent account activity on Table 10.10 is the
frequency that contactfis made ptiO{ to qiking legal action. Clearly,
the pattern of handling these accounts varies by type of school. At ome
end of the disqribution, proprietary schools require more than four )
contacts prior to taking legal action on a delinquent account in the
majority of cases, and always require at least three contacts before

action. Also, note, however, that none of the proprietary schools .

student plenty of opportunity™to repay the loan, but eventually always
end up by Ehkiﬁg legal action gﬁﬁeloniy school type to conéistently do
. . ' . ‘ \
IR . - s
““All other schools refuse to take legal action' between 10 and 15
pércent of the time. On the other hand, the 4~ye$r schools in 5 Eo 10
percent of the time will takes action with less than three student. ’
contécts. In Spitéﬂof these tendencies, however, the 4-year schools
still require at least ‘five fontacts in the majority of instances. Twe
year schools, on the other hand,-in‘no cases take legal action with less
than three student contactls and, only in the case of private schools,
require more than four contacts in the majority of cases. Public 2-year
school¢ require moré’ than four contacts in less théﬁ 30 percent of the

-

t ime'

In summary, the feature that strikes one immediately is the large
number of activities that a school must undertake in° order to be in
compliance with the guidelines. Furthermore, the type of activities
requ%ted could be considered outside the normal range considereﬁ as
traditional,with'an institutiom of postéecondary education. It_is not

surprising then ta find that compliance with these procedures is very

" .mixed. Compliance.is fairly low in the area of preaward and

.
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contemporary~award counseling. Compliance increases with the exit
interviews, although-a Substantial number of exiting students are still
missed, and the quality of the interviews remains in doubt. Compliance
then falls off with grace~period tracking and delinquent account
activities, but this might be expected considering the difficulties of

such activities. , .

»

In general, even if full compliance were observed (and it isn't),
great deal of concern would be expressed regarding the quelity of the
| activities undertaken. In this study some effort was expended to
consider the qualitative aspects, but a great deal was left to be
determined. In Spite of this, there is a tendency to try to identify -
whefg compliance (both qualltatlve and quantitative) is the best. TYhe
abové statistics tend to lmply that ‘compliance is best in 2-year private
schools and worst either in 4-year schools or 2-year public schoels,

by

depending on which of the various stgtisfics are selected.

The key, however is not how good the compliance is per se, because
regulatory compllance is only an intermediate goal (or at least it should
be). Rather, the goals of the NDSL program are equltéble dlstrlbutlon of
the aid (dlscussed in Volume II of this report) and the efficient
operatlon of the program in terms of a reasonable (a low) default rate.
Whether such a measure of efflclency is systemmatlcally related to the
nature and extent of regulatory compliance is the subject of the analysis

in the next section of this chapter. : .

The Compliance-Default Relationship

s
For purposes of this analysis, default rates are defined as thée
amount of NDSL funds currently in default divided by the amount of NDSL
funds currently 4n repayment status (excluding funds loaned to students
currently enrolled, still in the-grace period, or for whom the debt has
been cancelled or deferred). Note that this definitiion embodies the
NDSL activities of the school over a: nuober of years, so that any attempt
to correlate the default rate, as calculated w1th current guideline
compllance, runs the risk of substantial confounding, unless the degree

.
S - . - -
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of compliance has been constant throughout the history of the NDSL
program at each school -- a very unlikely event, However, if there is
actually a strong relationship between regulatory compliance and eventual
loan default, an attempt to measure this relationship, even under'the
circumstances described abpve, should exhibit some systematic
association. That is, if there is actually a strong associatibn, we
should be able to measure some of the association in spite of the
historic&l confounding but, if the underlying relationship is not strong,
" the confounding influences are Iikeiy to render any relationship

unmeasurable with the existing data.

{gigh these points ig/gigd, Table 10.1l shows the overall default
rdtes\Ey\l\yeI and cofitrol of school. This tsble exhibits a substantial
range of def\\ft rates, with Z-year public schools taklng the clear lead,
and proprletary schools followlng closely behlnd. The other three school
types are ‘all grouped around 15 percent, whlch is less than half of that
of the 2-year public schools, but nevertheless high in absolute terms.
Unfortﬁnately fqr the analysis, the number of'obse;vations for
proprietary schodls, and in ;pme"instances for 2-year private schools a;

well, will restrict or prohibit analysis of the cause of the observed

devel of NDSL default.

TABLE 10.1}: NDSL DEFAULT RAIES IN PERCENTAGES, BY INSTITUTIONAL LEVEL
' AND CONTROL: ACADEMIC YEAR 1978-79

~d

Institutional Level and Control.

4~Year 4-Year -2-Yehr 2-Year Propri-
- Public Private Public Private etary
Default Rate(Z) " 14.8  17.0 34.4 18.4 27.2
Schools’ Reporting (N=119) 43 ‘50 17 7 2

Saurce: Imstitutional Site Visit Su:veyrand 1979 FISAP File supplied by
USCE.



~ Table 10.12 presents the default rates as they are associated with
various compliance items, as well as related operating features of the
financial aid office. For @xample, Table 10.12 contains a breakdown by
the type of .repayment plan used for NDSL. Specifically, the three NDSL

repayment plans included are: :

Plén 1= E&ual total payment of principal and interest -each year;

Plan 2 = Equal payment of principal plus payment of interest on the
" unipaid ‘balancej and

Pian 3 = Graduated periodic installments.

The default rates on Table 10.12 exhibit few consistent patterns, and

often exhibit patterns contrary to expectations. For example, two school

types.have higher default rates for those schools with self-rotating NDSL
accounts than for those without self-rotating accounts. Additionaliy,
providing a general statement to the student is associated with higher,
rather thaﬁ lower, default rates; and, if éhe statement is in writing,
the dgféul: rate ié higher still. This same contrary finding is shown,.
in general, with regard to taking legal "action: those schools which- '
never take legal action against defaulters usually have lower default
rates. Cause and éffe may be geversed‘here; but the default rates are

high enough in these schools to ‘ordinarily suggest that legal action

would be beneficial;

. : t
Usually, graduated periodic installment payments are associated with

lower default rates, but extensive cdunseling is not reflected in lower
défault rates. In fact, on average, 2-year schools that do no counseling
have lower default rates than those that conduct both prior-to, and

at-the-time-of, award counseling. i

Clearly, gross relationships between regulation compliance and
default rates and selected program operation characteristics are
difficult to detect. Therefore, in order to attempt ‘to sharpen the
measured relationships, a comparison of the distributional extremes (in
terms of default ;ates) will be made, along with an attempt at |
multivariate analysis. First, however, a few more potentially meaningful

gross relationships will be examined.

10.27
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NDSL DEFAULT RATES, IN PERCENTAGES, FOR SELECTED COMPLIANGE
CONDITIONS, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC
YEAR 1978-791/

TABLE 10.12:

Institutional Level and Control

4=Year 4-Year 2-Year 2-Year Propri-
Public Private Public Private etary
Funding Status , o
Self~Rotating 14.5(9)  19.8(5) 27.1(9) 18.3(3) = 27.2(2)
Not Self-Rotating 14.5(27) 15.6(29) 39.3(5) 22.0(3) ~—
Mixed . 14:2(6) 20.8(12) 37.0(2) 8.1(1) -
Counseling T . ‘
None 14.3(4)  19.1(9) 40.4(1) 10.001)  27.2(2)
Prior Only - 16.5(14) 16.6(12) 31.8(5) 0.0(1) -—
Contemporary Only 14.2(9)  17.2(14) 42.5(6)  43.5(2) —
Both N 14.6(8) - 17.2(11) 22.5(4) 10.7(3) -—
Statement Provided b
Yes : 15.0(39) 17.4(42) 35.0(14) 19.8(6) 27.2(2)
No 6.6(3) 17.5(4) 24.1(1) 16.0(1) -
Written Statement 7 . o .
Yes -~ 15.2(37) 17.9(35) 35.0(14) 19.8(6) 27.2(2)
- No 12.5(2) 12.7(4) --- B —
Repayment TypesZ/-‘ ) \* .
Plan 1 15.8(14) 18.8(21) 39.7(7) 8.0(4) - %2.7(1)
) Plan 2 17.8(25) . 17.7(26) 33.6(7)  33.7(3) 11.7(1)
: Plan 3 11.6(6) 14.3(9) 13.7(3) 12.0(2) -
JLeggl Action Taken . - . . o
Yes 14.3(35) 17.1(40) 34.8(12) 21.5(6) 27.2(2)
No ' 15.2(3)  14.9(8) 10.4(1) - 0,0(1) -
Source: Inmstitutional ‘Site Visit Survey and 1979 FISAP File supplied by
" USOE. : ~ N . 5
. 1/The number of observations upon which eachbdefault ;até is based 1is '
Vd .. shown in parentheses next to the percentage in question.
. EjMu1£§;Ee responses are allowed. e
N 3
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School Exgerlenee and’ the Default Rate.,.
. { '

One of the potentiglly 1mportant relatxonshxps to be explored is that

between NDSL fund status and loan default, having standardized ‘for the
schogl experience in NDSL. mﬁnSgementL The hypothesis is that quick

achxevement of self-rotating statug is Lndlcatlve of 'an efficient

-operation and ‘a likelihood of a low default raCe, whereas coné!hued not

seIf-rotatlng status over. a, numher of- years is 1nd1cat1ve of the

opposite. Table 10.13 presents the available standardlzed default ratess.

TABLE 10.13: NDSL DEFAULT RAfES, IN \PERCENTAGES, FQR~NDSL FUND STAT{IS AND

YEARS IN OPERATION, BY INSTITUTIONAL LEVEI.”AND CONTROL:
ACADEMIC YEAR 1978-791/.

. 4

—— g l

Institutional Level and'CoptrdIa

. ' ‘ 4~Year 4-Year 2-Yaar 2-Year Propri-
Public Private. Public  Private " etary:
SelfiRotatigg;Eund ' o L
Less -than 11 years’' . -—- —~—— - 16.4(3) 10.0(1)¥ 27.2(2)
Greater.-than 10 years 14.6(9) 19.8(5) 32.5(6) 22.4(2) —_—
Not Self-RotaEingﬁFund'\ - : - :
Less than 11 years’ 46.2(1)  10.3(7) - 39.2(4) —+44 TS e
Greater tham 10 years = 13.3(26) 17.2(21) 39.5(1) 22.0(3) -
Mixed Status Fund — o _ N R 3
Less than 1l years — ©11.4(2) 0 ——- -BJI(D)
Grater than 10 years ° 14.2(6) 22.7(10). 37.0Q2) =-- -

Souree: Institutional Site Visit Survey and 1979 FISAP File supplied by

l/The number of observations upon which eac default rate is based is

shown in pdrantheses next to the percentage in question.
. 1 Lo
\ : 4

Extremely mixed results are evident. Self-rotating and mixed statys’

funds do show (for those figures available) that lower default rates are
associated with quick achievement of the fund. status (10 years or less),
but- the conversa is not the case. .The more experienced schools with not

self-rotating L funds should have higher default rates. This is not

»

10.29 i T
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. lower dué to more 1ntensxve

'always'the case. While the more experienced 4-year private schools with
. notsself—rotatxng funds do have higher default rates than ‘their less

experlenced counterparts, their. default rates are stibl lower on aqerage
than those w1th similar’ experxence but wit self-totatlng or mixed status
funds. Furthermore, for other school’ types wlthout self-rotatlng or .
mlted status funds, the relatlonshlg between’ default rates of schools -
wlthﬁdlfferent experlence levels is opposite of that for 4-year private

LR v

schools. Lo T , e

The 1nflueﬁce of DeLinquency Defioitions
i .

Whlle the deflnxtlon of default ‘rates used for the calculations in

- thxs chapter is the same for each school, the deflnltlon of delinquency

.used by gach school in its NDSL loan collectlon actlvxtles varies. The

hypothesxs is that if a school actually uses a definition of dellnquency

~which is more restrictive’ thsn the Office of Educatlon s deflnltion, then

the defsult,rate as calculatedsﬁ sing the standard deflnltlon) should be

ziduﬁysoker collection attempts.

‘._\\ ;*
iid

Table 10.14 shows that sdéh is the case only for 4-year schools and

... £or’ 2-year publlc schools. For the 2-year private schools, ‘the effect is

the opposlte, and quite strongly so. In any event, for both publlc
school types, even though the dlrectlon of the effect is as predlcted

the size of the effect is very swmall “and. not statlstxcally slgnlflcant.
'Furthermore, in the case of 2-year public schools, not only is the

predicted effect small, but, the result leaves both default rates (i.e.,
that. for "schools using the USOE standard, and those using more

restrictive standards) at ve®® high levels (near 30 percent).

IDefault.ﬁates and the Cost af Education'
=

- -,
>

Earlier it was hypotheslzed that the higher the cost of education the
hlgher the e;pected default rate (all other thlngs equal) Table 10.15
shgzs that this hypothesis .is confirmed for-2-year schools, but not for

4-year. schools or proprietary schools. : v

'y
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TABLE 10.14: NDSL DEFAULT RATJES, IN PERCENTAGES, EbR DELINQUENCY DEFINITION -
CATEGORIES, BY INSTITUTIONAL LEVEL AND CONTROL. ACADEMIC YEAR

*

: ¢ | 1978-791/ ‘s
- : v Institutional Level and Control
4-Year = 4-Year <  2-Year = 2-Year Propri-
Public Private Public' Private -  etary
| USOE Standard 15.1(19) 19.5(23) 31.0(6)  25.3(4)  42.7(1)
More Réstrictive 14.1(20) 12.4(19) 29.8(7)  9.3(3) -—

-

Source: Institutional Site Visit Survey and 1979 FISAP File supplied by USOE.

l/The\nﬁmber of observations upon which each default rate is based is shown’
. in parehtheses next to the percentage in question.
. »

*
e .

Siﬁce the influence of the cost of education -on the default rate.is"
hypothe31zed to operate through the financial a1d packaging mechanism,
. the default rate packagirng philosophy relatlonshlp is examined dirdctly
‘on Table 10.15. The packaging plans presemted on Table 10.15 are !
categor1zed into five types, whlch represent a collapsing of the nine’

1/

types presented earlier in Chapter 9:=

Pack 1 = Nonreturnable Aid/Self-Help Ratio: institutions seek to

‘ equalzze the ratio of grants to self-help support for all
f ; students, :
Pack 2 = Fixed Self-Help and/or Work: self-help (including logns)
and/or work are the first sources of aid that are packaged;
. Pack 3 = Floating Grants: all students receive some grant support,
but no fixed ceilings or floors are established; = - :
' Pack 4 = Grants Float or are Zero: same as Pack 3 exgept that not .
all students receive' some grant support; and
) Pack 5 = No Establlshed Rules:  students are treated,on an

individual first-come, first-served basis. !

4

l/Specifically, packaging types II, V, and VIII were dropped due to a
lack of observations, and the categories III and IV were combined.

This same collapsing of packaging types is followed in Chapter 8 of
Volume II of this report.

g | ‘ .

' ' 10.31 -




TABLE 10.15: NDSL DEFAULT RATES, IN PERCENTAGES, FOR COST OF EDUCATION AND
’ PACKAGING PHILOSOPHY CATEGORIESi BY INSTITUTIONAL LEVEL AND
CONTROL: ACADEMIC YEAR 1973 791/

Institutional Level and Control

4-Year 4-Year  2-Year 2-Year Propri-
Public Private Public Private etary
Cost of Education2/ _ _ ‘ f
Below the mean 15.4(20) 19.4(27) 31.6(6) 8.0(3) 42.7(1)
: Above the mean, = | 14.2(23) 14.2(23) 35.9(11) 26.3(4) 11.7(1)
‘ * Packaging Type . .
ot Pack 1 - 13.9(16) 19.6(16) 32.1(5) 27.4(2) -—
Pack 2. 11.4(8) 14.2(9) 42.4(2) --- -
Pack 3 . 18.0(13) 17.0(11) 43.0(5) 11.9(2) —
Pack & 17.7(2) 10.6(6) 28.1(4) 16.8(3) —
Pack 5 13:1(4)  23.5(6) 12.3(1) —- ! 27.2(2)

" Source: Institutional Site Visit Survey and 1979 FISAP File supplied by‘%SOE.

1/The number of observations upon which each default rate is ggsed is
shown in parentheses next to the percentage in question.

2/The mean value used as the cutoff point was calculated.on the
* basis of all the sghools in the NDSL sample, not just those for.
which default rateg could be galculated. -

The pattern of financial aid packaging shown on Table 10.15 is very

M

mixed. For example, default rates for 4-year public schools are highest
for those using packag1ng philosophy 3 and lowest for those using o
packaglng philosophy 2, whereas Jb-year prlvate schools have the highest
default rates in those schéols with no packaging philosophy, and the .° s
- least in schools using packaging philosopﬁy 4. When examining 2-year .
schools, two raéher 9nique patterns are.identified. Ihippivate 2-yga:
schoels, packaging philosophy 1 has the highest average default rate and
philosophy 3 the least. This is contrasted with 2-year ‘public schools in
which philosophy 3 is associated with high defaults and no philosophy ¢
with the Iowest defaults.




A

-

~

» Clearly there may be some association between the costs of education
and default rates, but the manner in which packaging philosophies are
used as the mechamism for producing the. effect is unclear. Further

analysis may serve to bring this to light. _ .

o R {
Default Rates on the Level of Staff Effort

\

Also described in the Issue section of this chapter was the concern
that noncompliance with the guidelines (or, ;s we have learned to this
‘ point in the chapter, the "quality" of the compliance) is associated with
varying staff workloads which, in turn, influence the NDSL default rate. |
In order to test this relationship, a series of three measures of the
financial aid office work effort were correlatéd with categories of
default rates on Table 10.16. The first of these measures is the annual
staff allocated to NDSL in terms of person~years. Table LOJlé,shows the
mean default rates for those schools above and below the average in
persdn years of NDSL staff effort. The hypothesis is that those below
the mean- should have higher défgylé rates because of a lack of effort
relative to those above the qség. In fact, for all public schools, this
is the case. The second peﬁéure used is the number of weeks per staff
person per year devoted"go NDSL activities. Here again, as with the N
first measure of NDSL work effort, the hypothesis is conf?rmed for public
schbols, but not for the 4-year private schools.

The third measure is slightly different in.that a higher number of
NDSL reéipienés pdr NDSL office worker should be associated with higher
default rates. But again, a similar patterm ;aerges. -The public schools
confirm the hypotheéis, while the 4-year private schools do not J

. (although, as before, the' figures for this school type are very close).
In this instance, however, comparative statistics for 2-year private
schools are available which,strongly support Epe contrary findings for
the 4-year private schools. It is unclear at the present time why public

schools should support the hypothesis, and private schools should not.
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NDSL DEFAULT RATES, IN PERCENTAGES, FOR LEVELS OF FINANCIAE AID

. OFFICE STAFF EFFORT, BY INSTITUTIPNAL LEVEL AND CONTROL: _.
- ACADEMIC YEAR 1978-791/ ~ .

TABLE 10.16:

Institutional Level and éontrol

)

—

4-Year’  4-Year 2-Year 2+Year Propri-
Public Private Public  Private etary
NDSL FIE Staff . _ | I
Below the mean 015.8(30) 15.6(27) 34.8(16) 18. 4(7) 27.2(2)
Above the mean 12.5(13) 18.7(23) 28.8(1) --- ——
NDSL Weeks Per Staff ~ :
Below the mean 15.6(34) 16.8(36) 34.8(16) 18.4(7) 27.2(2)
Above the mean 11.7(9) 17.6(14) 28.8(1) -— - ’
Recipients/NDSL Staff -
Below the mean 14.4(36)  17.1(39) 32.8(12) 23.8(5) 27.2(2)
Above the mean ©16.8(7)  16.8(11) 5.0(2) -—

38.3(5)

Source: Institutiqnal“site Visit Sur;ey and 1979 FISAP File supplied by USOE.

1/The mean values used for the cutoff points were calculated on the
basis of all the schools in the NDSL sample, not just those for which
default rates could be calculated. The numbg; of observations upon which
each default rate s based is shown in parentheses next to the percentage
in question. '

Profiles of Extremes in Default Rates

- ) -

To thié point, analyses of default rates using the#full set of

observations have not produced many definitive answers. This may be due -
to the inflpence of confoundinglfactqrsnthat could not be accounted for
through three~ or four-way cross~tabulations (see the following section
for a multivariate approach) or to weaknesses of the underlying
relationship (as measured) due to the time dimension differences inherent
in default rates and program operations and compliance variables (see the
discussion above). 1In order to strengthen the perception of impacts of
selected variables on default rates, profiles of high default rate
schools were compared with profiles of low default rate schools. To do :

,
s o
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this, Ehe_gxérage characteristics of those schools with default rates

below the 25th pQréentile within -each type of school were compared with

the average characteristics of those schools of a corresponding type with .

default rates above the 75th percentile. Because of a lack of
obgervations, oply the 4-yetr schools and 2-year public schools could be

included in this analysis.
! -

Most of the figures on Table 10.17 show very mixed results. That is,

~

the differences in the percenteges of schools having the characteristic , -
(in some cases the mean'values of the characteristic itself) are as
likely to favor high—default sdhools over lo default schools of one
stchoof type, as they are to faéor low-defag}:;schools over high-default
schools th? con31der1ug another school type. For example, the expected,
higher percentage of low-default schools use counsellng at the time of
the award than do high~default schodf; within 4-year schools, but the
opposite 1s found wlthln 2~year- public schools. Again, the higher -
default schools’ are found to have larger student enrollments within the ‘

public schoolsj but lower sgfgggp enrollments within the private schools.

" Some £elationships on Table 10.17 are consistent across school types,
but contrary to the hypotheslzed relationship. For exemﬁle, the use of
two of the contact media, letter qnd telephone, is associated more with
high default rate schools- than w1th low default rate schééls, J
¢tonsistently across all school types. Also, more high-default schools
use commercial firms to track dellnquens borrowers than do low-default

h 4

schools. -

In spite of these anomalies and mixed findings, there are -several

~

items’ for which the results are consxstent across school typeg and
compatible m.th the hypothes:.zed relationship. More high de:&ﬂt rate
schools are,of the mlged status fund type than.low-default schools, more
of the high-default schools utilize the repayment plan which requires
equal payments with full interest om the unpaid balance included in the
payment and the residual of the payment going to principal (Plan 2), and

more of the low-default schools utilize periodic payments of graduated

1
p

o,



size. Thus, the funding status of the school may have some impact on the
default rate under certain circumstances, bu% the type of repayment plan
seems to be a likely influence on the repayment propensities oé the

students in all cases. .

The low default rate schools seem to track a higher percentage of
borrowers during.the‘grace period regardless of school type, and the
packaging philosophy of "Floating Grants'. seems to be associated in a -
" systematic fashion with high default rate scﬁbols; but the clearest

~association found on Table 10.17 is that between the workload of the
financial aid office staff and the school default rate. That is, the
~ratio of NDSL recipients to staff members is much higher for the high
defaulf rate gchools than for the low default rate schoolg; This meaﬁs
that the effort dgéoted to the manitbring of each recipient on average
(i.e., the quality of the procedure compliance) is mu;h lower for high
default rate schools ant ma§; in fact, be a significant contributor to

the higher default rates observed.

Multivariate Analysis of Default Rates

In order to ascertain the net effect of the variety of potential
explanatory factors presentéd on the NDSL default rates for the schools’
sampled, a multivarié%e (regression) apﬁfoach was instituted. Through
this method it is possible to jointly comsider a wide selection of
potential explanatory vé}iaﬁles,‘an attempt that is impractical using a
cross tabulation approach. A series of three regréQsion runs were made
in order to identify the subset of wvariables which had statistically *

meaningful influence on the NDSL default rate.

. !

Table 10.18 presemts the results of the three regressions. The

column designated 8. .,{.ing beta coefficients, which are the number

of units of standard deviation of the default rate associated with a one
standard deviation change in the variable in question. These beta
coefficients are directly comparable among variables and represent the
size of the contribution of each to explaining the variation in the

default rate. These beta coefficients are unaffected‘by the units in

\ o 10.36'225;:2
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"4 TABLE 10.17¢ COMPARATIVE PROFILES (MEAN STATISTICS) OF HIGH AND LOW NDSL
" DEFAULT RATE SCHOOLS, BY INSTITUTIONAL LEVEL- AND CONTROL AND
NDSL DEFAULT RATE CATEGORY: ACADEMIC YEAR 1978-79

: Institutional Level and Control and
- *NDSL Default Rate‘Categogyi/‘ :
4-Year Public 4~Year Private 2-Year Public

High Low High Low High Low
_ . / (N=11) (Nw13) (N=13) (N=14) (N=5) (N=4)
Number of Students - 7418 6592 1029 1297 5501 1767
_Cost of Education ($) 676 8270 3591 - 2628 . 476 386
Selectivity : 904 890 811 ., 989 845 887 -
Funding Status (%) : ' '
Self-Rotating 40.0  23.1 8.3 25.0 25.0 75.0 -
Not Self-Rotating . 40.0 61.5 58.3 58.3 50.0 25.0
Mixed 20.0 15.4 33.3 16.7 25.0 0.0
Packaging Types (%) ) '
Pack 1 : 36.4 38.5 23.1 14.3 20.0 2%.0
Pack 2 - 9.1 -30.8 15.4 21.4 20.0 0.0
Pack 3 45.5 23.1 30.8. ‘28.6  40.0 0.0
Pack 4 ' 9.1 0.0 °~ 7.7 21.4 20.0 , 50.0
Pack 5 : 0.0 7.7 7 23.1 7.1 0.0 25.0
NDSL FTE Staff (Person Years) - 1.42 1.80 0.94 0.75 0.66 0.48.
Recipients/NDSL Staff 1610 387 851 362 159 102
Length of Operation '(Years) 16.3 18.9  18.5 4.7  11.077 9.8
Prior Counseling (%) 72.7 66.7 41.7 50.0. 25.0 50.0
Contemporary Counseling (%) 45.5 66.7 50.0 66.7 75.Q 50.0
" Written Contract.Provided (%) 66.7 60.0 70.0 77.8 °100.0 - 66.7
Repayment Types (Z)%/'
Plan 1 - 9.1 15.4 41.7 25.0 75.0 50.0
¥ Plan 2 . 81.8 76.9 58.3 58.3 25.0 0.0
Plan 3 : 9.1 15.4 16.7 25.0 - 0.0 50.0
Registration Notice (%) ' 90.9  61.5  83.3  91.7 100.0 75.0
Individual Exit Interview (%) 54.5 61.5 72.7 63.6 50.0 100.0®
' Exit Interviews Missed (%) 18.5  22.4  17.3 7.2 6.3 35.0
Students Tracked (%) 78.3 83.8 58.6 93.3 68.8 89.7
Media of Contact (%)2/
Letter ' . 90.0 76.9 83.3 58.3 - 75.0 50.0
Telephone 40.0 15.4 16.7 8.3 50.0 25.0
Telegram 20.0 7.7 0.0 0.0 0.0 0.0
Package 20.0 38.5 66.7 16.7 25.0 0.0
Delinquent Tracking (z)2/ - . :
School 63.6 69.2 75.0 66.7 25.0 66.7
‘Commercial 72.7 53.8 91.7 66.7 100.0 100.0

Source: Institutiomal Site Visit Survey and 1979 FISAP File.suppfied by USOE.

1/The NDSL Default Rate Categories of "High" and "Low" repredent those schools
above the 75th percentile and below the 25th percentile of NDSL default
rates, respectively. The numbers in parentheses represeht.the number of
schools falling in each NDSL Default Rate Category and the number upon which

the means of the. table are calculated. .

»

E/Multiple responses allowed.
: 10.37
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TABEE 10.18: RESULTS OF MULTIPLE REGRESSION OF NDSL DEFAULT RATE ON SELECTED
: CHARACTERISTICS: ACADEMIC YEAR 1978-79

- X
. ) Run 1 Run 2 Run 3
Characteristic (i) . B Fi By Fi 84 F;
Commercial Tracing 142 0.77 -
. 4~Year Private \ -.386 0.52 -.195 0.73
~ 2-Year Public 502 4.48 .515 15:36  .529 20.6l
: 2~Year Private ~ =-.004 0.00 : '
graduate Enrollment 378  1.99 *.313 4,70 .297  4.59
ost of Education 643 1.15 .690 6.53 .535 10.19
Selectivity - - .383 1.73 . -.605 14.75 -.592 16.10
ack 2 ~—/.001+ 0.00 )
ack 3 L -.175 0.6l -.069 0.36
Pack & © .126 0.28
Pack 5 .294 2.29 .094 0.61
NDSL Recipients/Staff .168  0.94 .148 5 1.79 .121  1.31
Nat Self-Rotating Fund 385 2.16 -.184 7 2.43 197  3.07
* Mixed Status Fund _ 119 0.21 : ‘
Years if Program ' .088 0.18
Prior Qounseling ' -.325 2.84 -.092" 0.56 _
Contuyporary Counseli %§ -.108 . 0.31 ’ B
Writtlen Statement -.021 0.01 :
"Play’ . .085 0.22
, 3 -.075 0.14- /
No/Exit ‘Interview -.075 0.13 | :
Pércentage Tracked -.182 1.02 -.230 3.87 -.225  3.92
Delinquency Definition .099, 0.32 ’ o
No Legal Action -.341  3.72 -.218  4.32 -.183 3.40
, - .
Constant Term 0.396 0.781 0.748
r2, §2 0.70, 0.29 °  0.57, 0.45 0.55, 0.47
Number of Cases / /43 , 54 55
Table F-Statistics at 57 F(24,18)=2.15 F(12,41)=1.99 F(8,46)=2.14
~ Table F-Statistics at 1% F(24,18)=3.00 F(12,41)=2.65 F(8,46)=2,92
- Overall F-statistics 1.73 4.59 ' 6.97 )
— 2 :
Source: Institutional Site Visit Survey.’
| e
- \ \
¢ ‘ ¢ ) ) «
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" explanatory variable is added and this can be wisleading if R

*,

Py X

which the variables are measured (i.e., pounds vs. ounces), but are

. influenced by the size of the variatiom in the explanatory variable. For

example, the raw cdefficient for a variable could be statistically
significantyly different from zero, indieating that'one'can, with a great
deal of confldence, believe that the variable influences the default -
rate, but, if the varxable 1n question does not vary much (its standard
deviation is small relatxve to its mean), then the beta coefflclent will

? -

be correspondingly small. 2

The column designated F; contains the F-statistic for the
ooefficient. In general, a calculated F-statistic that is greater than
its ﬁtable value" indicates that the probablllty of the true value of the
coefficient being zero is less than the probab111ty to which the table .
valuo refers (genérally .05 or .01). The table value for tﬁe.Fjstatistic.
will change depending on the number of observations for the regression
*and the number of explanatory varlables used. Table. values for bath the
five percent. level and the ome percent level are shown beneath each

column. .
v

Other statistics at the bottom of each column oftTable 10.18 include

. the raw value of the equation's constant term, the coeff1c1ent of

multiple determination (R?) and its ad justed value (®? ), the number

" of cases upon which the regre351qn was based (as the specification

charfiges, the number of schools reportlng 1nformat10n on all specified
varlables changes), the table values of F-statlst1c at alternatxve
co?fldence levels, and the overall F-statistic for the entige
reg;ession.‘ The Rz is the proport;on of the total varlance in the
defoult rate explained by the regression. The R2 adJusts R? to
account for the number of variables used in the equatiom, Thys _

ad justment is made because the R2 increases by definition whenever an

2 is used

to judge the goodness of fit. "This adjustment is not necessary as the
f_/ : . . . '
number of observations becomes large. The last item is the overall

F-statistic which essentially is an overall test of the significance’of

ﬁz, or the significance of the explanatory power of the .total

s
. .
' \ . ’J
-
-,
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regression. The meanings of these statistics will become clear as they

“are used.-to analyze the results of each of the three regression ruams.

A total of724.ycariab1gs were used in the specification for Run i.

These variables were selected on the basis of their per formance during

the various analyses, and provide the universe from which the final set

should be chosen. A total of five of these variables had significant

coefficients (at the five percent level -~ only two-at the one percent
‘~ level): .2-year éublic schools, no packaging philosophy, not seif-rotat{ng
. "~ fund status, counseling prior to award, and not taking legal action. In
. .l every instance, the beFa coefficients were 0.3 or above, and the'signs

explainable, if not predictable.

For example, Z-year public schools have been shown to have Bigh
default rates in general, and a large positive beta coefficient is
observed. The tack of a sy¥temat1c packaging phllosophy (Pack 5)
contributes towards higher default rates, as does the failure to achieve
self4rotatiné status (although the direction of the causal "arrow" in
this case is iﬁ doubt). Prior counseling is associated with a,reduction_
in thé default rate, as expected; Those schools whicll never take legal
actlon agalnst dellnquents have significantly lower default rates, which
may be due to either the effective use of other techniques or the lack of .

a delinquency problem.
. - ’ B

Ovefall, the‘;esuits.of Run- 1 were iateresting, but not startling. -
About 30 percent of the adjusted variance was explained by the
regression, but the overall F-gtatistic shows that the R? (and &%)
are not statistically different from zero. In an eggort to improve the *
explanatory power of tﬁe regression, the number of variables was reduced
to 12. That is, the five variables with significant beta coefficients
were retained, along with seven variables whose beta coefficients were
relatively large although not significant: &4-year private schools ‘(which

, seemed to have lower default rates on average), undergraduate enrollment

.

size, the cost of education, student selectivity, one of the other aid
packaging philosophies, the NDSL recipient load per sEaféamewber, and the

percentage of borrowers tracked through the grace period.’

! . ~10.40
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The results of this second run (Run 2) are also shown on Table
10.18. -The &2 wvas substantially improved (about half of the total
variances is explained by the regressiomn), and the overall F-statistic
-in@icates that fhe.explanatory power of the overall regression is
statisticaliy significant (ét both .the five and one percent levels). .In
- addition, seven of the twelve coefficients are significant at the five .
pefcent level, and six at the oneQbercent level. Obviously,-saﬁe
éogffiéients becaqg_statisfically significant which were insignificant in
Run '1: percentage of borrowers Eracked.through the gféce ﬁériod, student
selectivity, cost of'education, and undergraduate enrollment. At the
same time, however, prior counseling and the lack of an -aid éackaging
philogophy lost their statistical significance. The other aid packagipg
philosophy (Pack 3) and the dummy variable for 4~year private schools

retained insignificant coefficients.

7

1

Therefore, in specifying the third and final regression (Run 3), it
was decided to drop all of the packaging philosphies, the dummy variable
for 4-year privates, and'ﬁrior éoungeling. At the same time, it was
decided to retain omne var;able with an insignifiban; coefficient (NDSL

recipients per staff member); because of its performance in the analysis

of Chapter 5, and because of its "near significant" F-statistic. Thus,

Run 3 contains a total of eight variables.

Table 10.18 shows that all but one of the eighﬁ coefficients in Run 3
are significant ;t the one percent level. The one gxception is the NDSL
recipient load per staff member, with'its small and insignificant
positive association with default rates. The goodness of fit improved»‘
marginally, but the statistical significance of tﬁe explanatory power of
. the regression improved substantially. No sign changes are observed,
although a definite pattern of contribution to the default rate is
evident. Specifically, the cost of education and association with 2-year
public schools are both strongly and positively associated with default
rates, with undergraduate enrollment and not achieving self;rotating fund
status having a somewhat less strong, but still significant, positive

impacts.

10.41
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In Chapter 5, it was.clearly shown that larger schools (i.e., schools
with larger undergraduate enrollments) had more efficient‘operagionS'in T
the sense that, because of economies of scale, more at___;c1p1ents eould
be handled by each financial aid offlce staff member.—The results of the
pres investigation indicates quite stromgly, however, that some of the~
obgserved economies of staffing may be }alse economies xn that some of the

_ incréased lcad on the staff isbeyond no

11 scale economies and is \\\~\

exacerbated by the fact that, in thosé sch ols with larger undergraﬁuate -

" likely to contribute to hlgher NDSL default ratéd. This conclusion is

enrollments, the flnanclal aid office often has the added responsibility
. . of handling.lhe financial aid for the gradua e sehool as well as the
financial aid for other parts of the school (d.g., law schvpl) which is

~ not refleéted in the figures presented in this\stu Ve

-

The positive association of the cost of educatibn with NDSL default
- rates is expected, all other things the same, because of .the added
financial burden.placed on students (and parents) by\high-cost
institutions. Not only are students more likely to néed financial aid,
but they are more likely to include ioans as part of the aid package (see
Chapter 5, above) and the size of the loans are likely to be larger. All

of these factors would theoreticallay increase the probability of a loan
dEfau].t. ' . . * ) R *

Countethalanclng fo. thzs somewhat is the str g and 31gn1f1cant
negative impact of student .selectivity®*on the default rate., That 1is, the :
average.of thg SAT[ACT scores of the admltted students is negatively
related to the default rate of the iqstitutibn. Also cohtributing
negatively“tq‘the default rate.is the percentage‘bf borrowers tracked -

- thrrough the grace peribd (f.e., the more borrowers successfully tracked,-
the lower the default rate), and the lack of legal action om the part of
the school.. ° .

Student Vs: School Contributions to the Default Rate

In concluding this énalysis of the NDSL program and the schools'
compliance with regulatory guidelines (and the consequent impact on NDSL

default rates), it is appropriate that some attempt be made to identify

e . . 4
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* those facéérs which are controllable by the institutions, and whichi" S "}5| |
.appeaf to inflqence-the NDSL default rate. Of course, all loan 'I"\g B .{ ﬂ 'j'
delluquency ultimstely stems from the chclce of the horrower not to repay - N .

, : the loan (some for good reasons ind some not), but many of these ch01ces,}‘>:§t§
can be forestalled or altered by actions..taken by the sthool Thereforé:  1|ag‘ iﬁ'
if such actions of the schocls .can be ldentlfled, appropriate policies .”gs Lo

c&ﬁ\?e developed to lower th NDSL default rate, ’ . AT ﬂ

M . . '. o . o . S ool '
. Among the eight factors identified in Run 3 of Table 10.18, there are' - .+ h

>

some obviously schoél-bésed actidons which can alter the default rate. . . :i,‘:;'

One is the: tracklng of - borrowers during the grace perlod . More efforé in . “nfij

_ this d1rect10n will tend to reduce the ultimate level of NDSL

_ delinquency. Another is.the cost of. educatxon._ Most schools have 1]-:' ;!- ,Q?
alternatlves to tu1t1on and fees as.funding sout§i§)>and tﬁ%zpshould be a ! | o
L. L ' T

. aware of the 1mpact on the NDSL default rate of electing this funding

. source as the institutions’ costs of production increase, . _ AR
. & . . . - — _ : Ao

Most of the factors identifiéd, however, are not as straightforward
in their interpretation. For _example, not taking legal action is clgarly . "
'<‘7 associated with lower NDSL default rates and is also clearly an activity - TN

o undertake;jby the school, but whether no legal actiom is a cause or & .. . .
consequence of low default rat¥s is unclear from the ahalysis'as o _;;‘:

' ,presently copfigufed. Much the same type of conclusion is arrived at o ' }x~|a
‘with.respect to the achieveﬁeht of'seif-rotating NDSL fund status on the _ _ B
v part of the school. “A&hievement of this status is.associated with lower - =~ -  °

default rajes, b@f the ‘causal direction is unknown.

The selectivity categofy of the school is in many respects under the -
long-run qpntrol of the 1nst1tut10n through admission polities and the .
quality of education supplled By the school. Howevér, the school's

olicy and its impact on the default ratg are remote, so that the most B o
apﬁrogriate interpretation h;re is that this variable i§ student-related . ‘
rather than school-related. The more capable students are more likely to
be in a position to repay tﬁs loan than less capable students. On the
‘other hand, the size of the undergraduate enrollment is also the result

of a long-run policy of the 1ns§1tut10n, but in this case the impact on .

-
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the default rate should be classified as school-related. It was
suggested above that thls varlable is a proxy for the adequacy of
financial aid offlce stafflng (capturlng the intended impact of NDSL
recipients per.staff'member), and that high default rates are the result -
of inadequate staffing (even .recognizing that legitimate economies of

scale are probably operative.in schools with large student enrollments).

»

" The last varlable of 2-year public schools, however, is more
difficult to deSLgnate as a representatlve of either @ student~based or
institution-based factor. From the gross statistics, it was clear that
2-year public schools had ﬁigher average default rates as a class, a;o
membership in this category of schools has continued to be significantly
associated with higher NDSL default rates througooﬁt the multivariate
analysis. Some of the impact may be school~based io that all of the
vocatlonal—technxcal schools are lncluded ia this category, and these
schools traditiomally have lower ' artlculatlon rates (i.e., fewer
students continue-on to upper level edocation). On the other hand,.there
oay be significant differences.in the composicion of the student bodies
and/or ﬁbSL recipients of these schotols which would tend to make the
umpact on the NDSL default rate student~baped

In order to approacH this question, an attempt was made to 1dent1fy

, eystematlc differences in the characteristics of the undergraduate NDSL |
rEcipients between 2-year public schools'and all other schoolltypes,
using data from the student survey. The results of this effort are
presented on .Table 10. 19 Whlle a large number of recipient (or
recipient-~ assoclated) xha:ac;erlstlcs were compared only those which are

significantly ﬁlfferent, at least the five percent level, are presented.

Some of the characteristicg compered_can be directly aseociated with
the NDSL recipients in the schodls. For egample, NDSL recipients in
2;year public schools are significantly older on average than recipients
in the other school types -— 1including the A-year schools. This may be a-
reflection of the vocational~technical schools being inoluded,in the
~ 2-year public school category. Further, the NDSL rec1p1ents in 2—vear

public schools have lower taxable incomes (representlng earning power)

Y



L TABLE 10.19: Z;%RISONS OF SELECTED NDSL REfCIPIENT CHARACTERISTICS

B EN TWO-YEAR PUBLIC AND ALL OTHER SCHOOL TYPES:

CADEMIC YEAR 1978-79
Characteristics Z-Yeér . All Other FT .
Public Schools Statistic

. N/Dy; Award Size (3)  ° ,_ 404 660 11.43
NDSL Award/Budget (2) o 12.6 . 16.9 5.18
Unpackaged Need ($) 1,122 617 714
Unpaékaged Need Budget (%) 16.3 . 3.5 4.9
& Age Category (Index)l/ 2.2 1.8 17.54
' Expected Family Contribution (§) 2,194 938 5.36
Living Expenses (§) f - 4,736 . 2,791 14.93
Living Expenses Budgét (% 88.6 63.8 32.90
Net Price/Budget (%) 63.7 55.1 ] 5.47
Taxable Income ($) 8,017 10,815 5.13
Nontaxable Income ($) 1,353 904ﬁ _ 5.33

F(1,143) at 5 percent= 3.9]

Table F'Statlitlcs: F(1,143) at 1 percent= 6.82

/

Source: Student Survey.
[
N /) « younger than agé 21 "
2 = between ages 21 and 25, inclusive
~— 3 = older than age 25

%
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These recipients also have higher nontaxable incomes, which largely

compensate for the taxable income difference while in school. The
problem is that much of the nontaxable income is not available following

school when the . loan is to be repaid.
s
The remaining significant factors are centered either on a

combination of recipient and school characteristics or on the makeup of
the financial aid package. In the first category, it is observed that
the living expenses of 2-year public school NDSL recipients are higher
than in other schools and, further, that such living expenses are A
greater percentage of the student budgets in these schools. This is due
either to the special location and nature of these schools or to ﬁhe

added family living expenses to be expected of older students.

In the second category, the 2-year public school NDSL awards are léss
on average (3nd a smaller percentage of the student budget on average)
than those for other school types, which would ordinarily lead one to
believe that the probability that thé smaller NDSL will be repaid would
increase.' To the contrary, however, these small loans are reflective of

a packaging ‘philosophy which significantly increases the financial burden
on the NDSL student recipient and decreases the probabiliiy that the NDSL
will be repaid. For example, the amount that the family is expected to
contribute- to the support of the student in 2-year public schools is over
twice asklarge\as in other -school types; that part of the student budget
not covered Ly expected family contribution and packaged aid (both in
absolute terms .and as a percent of the student budggt) is significantly
higher for 2-year public schools; and the burden to the student in
covering the budget (called the "net price" and composed of all loans,
work, and unpackaged need) is higher as a proportion of the budget in
2-year public schools. Clearly, in view of these findings, the 2-yeat
public school coefficient in Table 10.18 represents predominantly

e L
nonstudent-related activities. -

At first glance, it appears as if the problem is that the NDSLs are

too small in 2-year public schools. This statement assumes that a small

1046
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NDSL places a iarge immediate financial burden (i.e., net price) to the
student while in school, which has an_impact'on the borrower's ability to
répa&. This hypothesis is only partially true, because increasing the

" NDSLs actually'serves onlﬁ to change the composition of the burden or net
price to the student borrower (e.g., shifts the burden to NDSL ang from
GSL) and does -not reduce it. It may increase the focus of the borrower
on this component of the net price during the repayment period and

thefeby::educe delinquency, but this effect is likely to be marginal.

Rather, the real Rrbblem is the inflated size of the net price in the
first place. This means that the amount of the naneturnéble aid is too
small. It is too small because the BEOG budget formula penalizes
students in schools associated with high living expenses and for tuition
and fees (2-year public schools). They are penalized because the allowed
living expenses are limited and tuition and fees are not limited in the
BEOG need calculation formila. The 2-year phblic schools thus lose on
both scores. The half-cost provision of the BEQG regulations then,\of
course, ambplifies the problem. Finall}, the difference logically could
be made up by SEOG funding, but the calculation of the need upon which
‘the SEOG allocations to the schools are békéﬁ, favors high tuition

schools {i.e., they look "needier" under the BEOG formula) and penalizes
the high living cost schools.

It is sad to note ghat, under the éresene rules, it may be difficult |
to get the SEOG aid to the students of 2-year public ;chools even 1f the
allocation formula were not biased, because of the SEOG:matching aid
requirement. These schools just do not Rave the institutjional aid

support that other school types have)with which to provide matching funds.

In any event, while the 2»year public school coefficient in Table
10.18 is not student~related, it is also not school-related. Rather, it

is‘largeiy program-related, Neverthelesé, considering all of the

regression results, on balance, the factors identified in this analysis
are school-controllable. That is, the factors contributing to the high

default rates for NDSLs are largely attributable to actions of the

s

.



schools. Considerable care must be exercised with these f%pd%ngé,
howeV®r, since, in spite of the high levels of statisticwl.gignificancea
obtained, only about half’of she variation in NDSL default rates havej‘
been explained. That ié, the analysis, has reached clear conclusions with
respect to only ;bout half of the problem. Sao, wpile some policy actions
may be readily evidéent, they can be-expected fo solve only part'of the
problem; and the Qearch for the causes of, an&fkolutiﬁns to, the

remaining part of the problem needs to continue.

4 QR ' 10.48
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STUDENT INFORMATION
#

INTRODUCTION

The, ‘financial aid community--professional asspciations, financial aid
administrators, State aid commissions,-étudept groups~-—~have traditionalfy
utilized their own expertise to develop innbvativg methods for
disseminating information on student financial aid. The Office of

Education, a relative newcomer to thls area, has attempted to lmprove the

'qua11ty of available student 1nformat10n services in order to ‘maximize
-the 1mpact of the Federal support programg. This concern for the

.avallabxllty of student information arisés as one attémpts to comprehend

the’cpmplexity of the system of financial aid. Without some under-
standing of all of the various kinds’ of financial aid and the rules for

their use, students cannot be expected to make an informed dec1sxon on

whether or not to enroll in a- postsecondary institution.

[

_ Students need“information on financial assistance throughout their
scholastic careers to make a series of crucial decisions regarding their
putsuit of postsecondary education. Although this is an ongoing process,
there are certain>times when the avag}abilitf of information is ]
especially critig&l. As high school students attempt to decide whether
or not to &ttend a postsecondary school and, subsequently, which .school
they will attend, their need for accurate, comprehensible information is
great. ~ For the most part, entering students must rely on their high ~
school guidance counselors and the admissions offices of the post-

sécondary institutions they contact to provide information on the
¢ C ' L

-—

11.1

~a



- B - S
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i potential availability of student financial aid. For those students who
. ' defer their decisions to attend a postsecondary school, the institution

\ . itself may be thelr sole souxge of such 1nformat10n.'
Y

Continuing students usually interact more directly with local
financial aid offices to obtain information regarding the’ determination
of their eligibility and the ‘extent of their awards as well as to meet
their counseling needs. . Recipients of assist;nce must aso rely on the
aid office to apprisé‘tﬁem'gfrchéhges in sﬁudent financial aid programs
and to maintain their financial aid records in good-order;- Many
recipients will also require.information on their financial -aid situation
upon completion or termination of their education. In particular, . -
students who have secured loans in order to finance their educatha,must

"be informed of their rights and obligationms w1th regard to repayment.

At first glance, the process of information dissemination for student
financial aid appedrs to be strictly decentralized. Out of necessity,
the bulk of the responsibility for the provision of 1nfognat10n must%e
placed at the local level where contact with the "¢onsumers' can most
+ .readily occur. This does not reduce, however, thé need for high school

counselors, institutional aid officers, and ultimate sponsors of student

- aid programs (e.g., states, Federal govermment), to supply accurate,
descriptive informationm. B .
% B
THE ISSUES OF CONSUMERISM
- The Federal government's recognition of the importance of student

li o o
. consumerism was an outgrowth of a variety of influencing factors.

Traditionally, a great deal of financial aid information was disseminated
by pérsons whose prime responsibilitiés were other than financial aid
(e.g., admissions personnel, high school ¢ounselors), and frequently
these persons did not fully undergtan the system'they were attempting to
explain. Furthermore, the rapid development, periodic changes, and

o intricacies of the’programs made them increasingly difficult for these

unspecialized individuals to master. Another contributing® factor to the




)

™~
rise of student consumerism was the pressure exerted by student lobbyists

who belleved that many schools had been negligent in providing students

with a "fgll disclosure" of financial aid policies—and procedures.

In response to these needs, the Apudent Consumer Information

Requiremerits, which established rules and procedure;i%or postsecondary

schools concerning the provision of information to students on financial
aid, was published in 1977 by the Office of Education, based on the
Education Amendments of 1976. These regulations stipulate that an

institution must furnish all of the following information upon request:
o .the student financial assistange programs avgilable to enrolled
students, including information on the Title IV (BEOG and Campus
Based) programs in which the school participates, as well as
state and -institutional programs;

) the forms and procedures by which students apply for aid, the
student eligibility requirements, and the criteria used by the
itution to select financial aid recipients and determine

award amounts; : . ¥
e the. requirements for continued edigibility under the programs;
T e the rights and responsibilities of students receiving Federal
grants and loans;
° the means'and frequency by which the:funds are disbursed;
° the 1nst1tut10n s definition of "maintaining satisfactor

progress" in order to continue to receive financial aid ¥unds,

and how! students who have dropped below this standard may
reestablish eligibility;

o the terms of loans and sample repayment schedules,
o ) the—térms which apply to aﬁ§ employment extended to the student,
e the cost dB attending the institution ({.e., tuition and fees,
books and supplies, room and board, and any additional program-
costs);
° the institution's refund policy;

e ~ the academic programs offered by the institution;

L4
e  data on student retention at the institution;
° the number and’ percentage of studenté completing a particular
program, if available; and.&ﬁ
() the titles of the individuals to be contacted for more
information and the ways in which each can -be reachgd.
o __ |
. - e
< \
. “
. ' 1103

3 [}



/a
. . . . . b
Finally, the requirements mandate that each institution must have an

employee, or a group of employees,| available on a full-time basis to hsig;,,— )

all students obtaip information. |This requirement, however, may be

waived for an imstitutiom too s 11 to need a full-time employee Lf
These requgifment have led many institutions to produce financial 7 =’
aid "handbooks,'" a number of which were collected during the course of .

e theﬂsite’ﬁqgig;. Upon.examination, it appeérs that while some of these
mateTials .do an outstanéing job of explaining student financial aid at ’
their schools, the divers{ty of presentation and treatment is quite
jF broad. This issue will be discussed in greater detail later in this
< .chapter.' |
Other Information InitiatiVes by USOE

The Federal govermnment also publishes its own information materlals 4

which outline the whys ;‘E"Wherefores of the Federal student a1d
programs. Many institutions employ these publlcatlons in combination
with others provided by'state agencies.or private sources a&#ﬁﬁé:basis
v for their information dissemination e&forts.q_As noted above,
institutions also may‘fﬁ5g:§ unique, independent approaches -to student

information by develéping'and'publishing their own mate¥rials. —

L]

The Division of“Training and Dissenfipation of the Bureéu.of-Student
Financial A1d at USOE, by far the most ptomxnent source of Federal
1nformat10n, has launched a ‘campaigun to ddvertise the availability ﬁ
'Federéily funded student~3331stance programs. Directed primarily at the
high school population, this effort includes the distribution of posters
containing a pocket with Basic Grant appllcatlons, and dlstrlbutlng
student fEn&nc1al aid f:ct sheets and a brochure entIfled "Federal
Student Aid: Where Do You Fit In?" to 25,900.h{gh scggtls, public
- librari%s, c ity organizations, and Social Security Administration

| offlceslthréi:::jt the nation. A toll-free Wide Area Telephone Serv1ce .
(WATS) ﬂumber is al§o maintained by an independent contractor in"order to

provide general program 1nformat10n and respond to spec1f1c 1nqu1r1es

concerning the completion of Basic Grant applications. Flnqlly, a

|l - . . “ \— ._ , .
1/Bureau of Student Flnanc1a1 Mid Bulletin. USOE: February 1978, p. 5.

)

11.4 : . L




publication listing institutions which participate in the Campus Based
programs has been distributed to high schools and to lending institutions

across the country.

~The Division also promotes better understanding of financial aid

progfams among secondary school personnel through training projects. One
component of this effort has been the development of a Basic Grant .
.slide/cassette-prgsentation, distributed to 25,600 high schools. This
" has drawn a very favorable response, and-there are plags to make the 'same
material available as a filmstrip;. Secondly, two sets of workshops,
sponsored by a consortium of professional associations (the Natiomal
Association of Student Financial Aid Administrators (NASFAA), the
American Pérsonﬁel and Guidance Association (APGA), and the Natiomal
Association of College and University Business Officers (NACUBO)) have\ N
been provided for high school counselors and postsgcbndarf administrators
' of financial aid. The purpose qf these workshopslih to foster expertise \ s

~
among these individuals and to help them provxde accurate 1nformat10n to

prospective aid recxpxents. : -

Finally, the Bureau has produced and disseminated public service
television announcements advertising the Basic Grant program. For the
1980-81 academic year, a new set of television adveértisements has been *
produced using animation, familiar personalities, and a generally

"soft-gell" approach. Through these announcements, SOE hopes to catch
the eyes of pfospective aid recipients and to make them aware of the "~

availability of 'Study &oney." C - \\\<;
\ . ¢ .- '

Y

The Role of the Institutions

The ul;imate responsibility for the diséemin§tion of information on

student@financial assistance lies primarily with the institutioms. They

cal point of the financial aid system, due to their role as the

diréct burser of aid dollars. Furthermore, institutions have a vested#

~
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housing and)¥gard are derived from the financial aid dollars avarded to

their stuc . To assure that students ¥inance their educational costs

" as effectively as pﬂgsible, financial aid offices must provide students

with needed counseling and information.
®

RESULTS: USES AND SOURCES OF INFORMATION

The Use of Media

-

The Student Consumer Ihformationgequirements, detailed above, have
spurred the de31gn and distribution of an array ef publications sponsored
by 1nd1v1dua1 1nst1tut10ns. A wide range of dLSSemlnatlon activities
have been trled by institutions~in their attempt to comply with the

regulations., However, as noted earlier, these lpcal interpretations have
' &

: manifested themselves in inconsistent degrees of|quality and ° o

comprehensiveness. The actual materials ut1112e¢ by 1nst1tut10ns to .
lnform students about flnanCLal aid range from rather small sections
buried in School catalogues, to separaté brochurels and pamphlets whxch

address all of the relevant issues of student financial assistance in a

‘stpal tfor&@rd, comprehensive, attractive mannér. An example of the

latter is a large public university's financial aid packet which goes

considerably above and beyond the ‘minimum Federal requjrements by
including an aid application, an explanation of tgggé%ﬁzol's aid

packaging philosophy, a summary of the need analysis proeess for aid

applicants, and examples of estimated family contributioms.

Despite attempts by various offices within USOE to disseminate

. . ‘o . . e
information on student financial aid programs, Sata collected from the

‘institutions in this study reveal that nearly one~third of the schools--

31 pertent--make little or no explicit use of the materials provided by
USOE or- other agencies. On the other hand 20 percent do use literature
provided by USOE, and 14 ﬁg;cent use other materials from Federal and
state governments as supplements that are incorporated into their own

materials.:-

. 1.8
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In order toAdissemiﬁete information to students at a particular
institution, an aid officer can use a variety of different appf’gches.
Ideally, aid officers would be expected to provide information in the way
which would best suit the" student populatlon at their individual
institutions. In practice, though, flscal} tlme, motlvatlonal, rescurce,

and/or talent considerations govern their ability to develop and

N .
implement effective information services. Over 90 percent of the

lnstltutlons utilize brochures and/or pamphlets in order to 1nform
students about financial aid. Financial aid fact sheets are»furnished by
most of the schools (76%), and many (60%) also publish information in
student newspapers. To reach prospectlve.students, most schools (8?4)5
send representatives, usually admissions’ officers, to meet with high
school seniors, at which time the issue of flnanclal a1d 1s addressed.-
Furthermore, about half of the schools mail letiers containing
information about available aid programs- directly to high school-
senjors. More than one-third of the schools mote that they use
television or radio spots to inform students about their 1nst1tutlons and
the gvallable student‘programs. Other vehicles for publicizing
financial aid include: "outreach" speeches, seminars, and workshops
(used by 23%); school cataloguesr(ISK); bulletin board amnnouncements and
oosters (8%); placing advertisements in.local newspapers, and personal
interviews (5% each). A few schools, also mentioned that they mail
letters to the parents of prospective and enrolled students. .Others
counsel students concernlng financial aid at the time students re°1ster
for their classes. Flnally, three percent of the schools (flve
institutions) reported that they take no measures to inform students

about financial aid.

Application Forms

Perhaps the most basic information service.an institution can provide
is to furnish‘%pplications for the‘financidl aid programs for. which a
student may be eligible. How individual institutions choose to
distribute the'forms is a matter of institutional discretion. -Of the

schools participating in the site visit survey, the majority (83%) make

7 E?;fi
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Basic Grant appllcatlon forms available in the financial aid ogfice and

; - ' -make an effort to inform students about this. About one~th1r§&of the
schools also report: that the Eorms are available at other campus
Q‘ locatlons, such as the student_unlon or library. As part of an overall
.recrpifidg sftqsegy, one-th;rd also indicate that all incoming students
receive the necess;}y application forms. Finally, a few schools nate
that whil® Basiq Grant application forms are available at the financial
N aid office, no efgorts are*Epde to dlssemlnate them or to advertise their *

avgllablllty.

. For those studenté_&ho wish to apply for a Basic Grant,.a substantial
number of schools (62%) supply them with the College Scholarship ‘
. Serv&ce s Financial Aid Form{ almost as many use the BEOG appllcatlon o
- form (592) "I‘he American College Testing (ACT) Service's Family
' . Financial Statement 1is distributed for this purpose by far feweé
’ institﬁtions.(24z , while stild others use state applicatioﬁ forms or
. follow the recommendations of their own private need analysis services. .
' "~ In pracfice,‘the advent of the Multiple Data Entry (described in Chapgéf
7) systen appears to, have 11m1ted the number of forms in use at most -

1nst1tut10ns.

. The Role of the 'Student-

.Ultimately, it is the student who is the intended beneficiary of the
information dissemination efforts undertaken by schools and government ..
agencies. The initial step for a potential aid rgcipient is his/her

. interface with the aid application process. As part of the data
collection activities, students were asked where they obtained their
fiqanciél aid application forms. As Table 1}.1 illuéttates, there 1is
almost a universal response. to this item, except'in the proprietary
schools. In descending order of 1mportance, the top three sources of aid

- applications named by students are¥’ ; ' i
] |
o  the school attended (particularly the aid office) which .

typically accounted for about 85 péercent of the responses;

- e heitr high school counselor (approwiﬁhtely 10-20%); .
' ° nd the two leading. scholarshlp services, ACT and css (about
07) . ° . \ -
’, - .
’ |
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%f TABLE 11.1: RANK ORDER OF WHERE STUDENTS OBTAINED THEIR FINANCIAL AID

WPPLICATION FORMS, BY LEVEL AND CONTROL OF INSTITUTION:
ACADEMIC YEAR 1978 79 R

@ R ' ¢

. . . 1
Top Four Locations Where Institutional Level akd Control .

Financial Aid Applica-~

tion Forms are Obtained ° 4-Year  4-Year 2-Year  2-Year Proprie-

Public Private Public Private tary

-

' Financial Aid Office/

Other Location on 1 1 1t o 1
Campus
High School L 2 h 2
ACT/CSS - | 3 T3 3 3 6
Lending Imstitution A 4 R ) ) 3

Source: Stu&énﬁ'Surﬁéy.

'R : ' -
;. .

W1th regard to family 'invome, the most 31gn1f1cant f1nd1ng is the

anr9331ng meortance of the bank as?a leading locatlon for obtaining

application forms as 1ncome 1ncreases (see Table 11 2). Again, this.can

A

be attributed to a heavy reliance upon Guaranteed Student Loans»among

students 1n the upper 1ncome brackets. L . -
e"'e

r '

TABLE ;’i'.b:' RANK ORDER OF LENDING msnrvnons AS LEAD ygN\ ,_QJLRQ,ELQE/

FINANCIAL AID. APPLICATION FORMS, BY INCOME LEVEL AND LEVEL AND
CONTROL OF INSTITUTIONS: ACADEMIC YEAR 1978-79

3

. _1h Institutional Level and Control
Family Income of R
Depgndent Students 4~Year\\ 4-Year - 2~Year  2-Year Proprie-
ﬁPublic Private Public Private tary
$0-$6,000 . . 8 6 7 s ¢ 6
. $12,000-$18,000 6 5 5 9 3
$25,000~$30,000 _ 4 . 3 4 "9 3
Source: i::::ng Survey. ‘ ) ,
c ) . .‘é: .



/ Proprietary school students reported: similar access to applications Wwith
regard to the’ two top locations; for these students, hpwever, lending
institutions are the third leading location. 'Presumably, this is a
tesylt of their greater dependence upon the Guarapteed Student Loan

program, combined with their limited access to Campus Based funding.

Data were also collected from students with regard to the specific

aid applications they submitted (Table 11.3) and whether they received °

' ¥>\\~\\\-any assxstance in completing the forms. As reflected in thé following .

2

» tables, exclu&nng the 4-year -private 1nst1tutlons, there 18 an

Q[

oVerwhelmlng proc11Vtty for students to complete‘B“sic Grant application
forms regardless of whether or not they sought any assistance. The .
proprietary schools; in particular; exhibit a heavy reliance on the BEOG
'appllcatlon Eorm. In part, this is due to the fact that these
1nst;tut10ns frequently do not part1c1pate in any of the Campus Based
'programsfg~By and large, students attendlng ‘4=-year private institutions
tended to use the College Schojikshlp Service's Financial Aid Form, the
Amerlcan College Testing Program' s Family F1nanc1al Statement, or the
'PennSylvanla ngher Education Asslstance Aughorlty appllcatlon._ Although %
the .forms obtained from banks were used lnfrequently in applylné for aid,
they were utilized prlmarllyﬁ for 4-year private and proprretary.
,.instjtutlons. This is likely due to the higher cost of attendance at

" thege schools.

With respect to obtaining assistance in completing their financial
' - . [
aj‘Lepplications (Table 11.4), 13.1 percent of the students reSbrted‘that
somedne else comgleted the forms for their signatures, 45,2 percent

- - . . ~ . ) . . .
indicated that another party assisted them in generating the necessary

former 1nstances, this serV1ce was generafly prov1ded by a family me

;information,.and 41.7 perceht noted that they received no hel In :ag
r

(75.7%) or the flnagglal aid offlce at the school they attend (21.6%).
Of those students reportlng other ’ thelr hlgh school counselor
accounted for the magor1ty of responses (73.6%). That so many students

sought some form of asszstanee in completlng the1r appllcatlahs for aid *

. underscqres the complexlty of the process and the necesslty for

addltxqpal counsellng on this matter.

. . A
v . “
’
a . \
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‘TABLE 11.3: APPLICAIION'FORMS SUBMITTED BY STUDENTS REGARDLESS OF WHETHER
. THEY OBTAINED ANY ASSISTANCE, BY LEVEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1978-79 v

o -

Institutional Level and Control

o

4-Year  4-Year 2-Year 2-Year - Proprie-
T . P
Form Type - Public  Private Public Private tary
Institutional ' 14,2 21.7 8.6 11.0 9.1
"BEOG o . 56.9- 34,2 . 55.6 " 54.9 76.5
. CSS/ACT/PHEAAL/ 27.2 . 40.6 34.7 31.6 10.8
.~ . State T . 0.04 0.03 0.13 - -
Private - . 0.18 0.23 0.18 -0.36 0.18
. Other (Federal) 0.06 0.09 *0.22 0.75 0.11
Lending Institutiod « - ., 1.2 2.9 .39 1.1 3.1
N A - . - .
Source: Student ‘Survey.: ) .

l/Pednsylvanid‘ﬂigher Education Assistance Authority. "’

&

TABLE 11.4: LEVEL‘OF.ASSISTANCE RECEIVED BY STUDENTS IN COMPLETING THEIR AID

- APPLIGCATIONS, BY LEYEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR
t © 197879 L , "
T ) .
_ ALL . Iqstltutlonal Leyel and Control
‘ SCHOOLS‘ © 4-Year  4~Year 2~Year 2-Year * Proprie--
Public . Privdte Public Priva;e\ tary
Someone alse - 4 46.1 46.4 31.0°  28.5 ' 37.9
completsg . . . ,
Someone else - g ,°° 10.3 13.0 17.1 13.8 16.4
' assisted o :
) > 4 | )
No assistance ., , 43.6 . 40.6 51.9  .57.5 45.7

received L

< - ot

Sources Student Survey.
v

Completion of at least one financial aid application is a
prerequisite for the receipt of financial.assistance. As was noted
earlier, institutions use a variety of methods to distribute aid &

Y
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TABLE 11.5: PRDPORTION OF STUDENTS NOT APPLYING FOR FINANCIAL.AID, BY
DEPENDENCY STATUS, INCOME AND LEVEL AND CONTROL OF INSTITUTION:
ACADEMIC YEAR 1978 -1979 T

‘Student - Institutional Level and Control

Dependency - S C o - .
and Income 4=Year  4-Year 2-Year  2-Year Proprie-

l . Public Private Public - Private tary

¢  Dependents - . .
pelo $ 0-§ 5,999 3.4 0.7 5.4 “2.7 2.8
. ©$ 6;,000-%11,999 6.0 3.2° - 6.3 11.9 8.8
$12,000=817,999 11.8 6.7 .22.6 21.6 j{»ZO.2
(/;f $18,000-$24,999 25.2 15.2 ‘ 19.3 25.9 26.2
§%5,000 or more 53.8 74.3 46.4 37;;] 42.0 BN
\ Independents
$0-.%2,999 12.3 12.4  19.5 | 24.4 26.2
' $ 3,000-§ 5,999 16.2 7.2 . 9.3 6.1 9.2 \;
, $ 6,000-$ 8,999 14.0 7.5 16.1  22.5 10.8
$ 9,000-$14,999 18.7 15.8  16.6  22.7 34.9
. . ) / . ¢
$15,000 or more 39.0 57.1 40.5 3.6, J w2 o~
‘ Source: Student Survéy.*’ o
N &
applications in the hopes that all eligible students will be reacled by '
+ he aid process. Unfértunétely, there are a significant’ number of
students who never apply for financial aid. Obviouslyi-one would expect
ts from wealthy econemic bgckgrounds would be more prone not
e to presumed 1nellg1b111ty. However, as Table 11 5 above
indicates,f a 31zeab1e number of students, spannlng all -income categories,
. did .ot apply foroflnanc1al aid for the 1978- 79 academic year.

The corollary to the above ig Tablall .6, whlch 111ustrates why
students do not apply for financial aid, particularly those at the lower
income levels where“they would seem to. be entitled to at least some
ﬁeed-based éid.' (Caution must, of_couéﬁe, be Eaken whép using incomg as
prima facié e;ifence_of eligibility;!other factors, guch as assets, can '
’ ' ' Y : . ' ' .

) L 11.12 . h.? . :




TABLE 11.6:.

.

REASONS WHY STUDENTS DO NOT APPLY FOR FINANCIAL AID, BY DEPENDENCY, TNCOME,

AND LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-791/

_.‘-_..'___._!_ ——

Reason For Not Applying

1 Did Not

Institution and I Did Not Parents Would Not Did Not Need 1t-- The Forms Or I Was
Student Charac- Think 1 Was Know About omplete Financihl Receiving Other Procedures Were Previously
terjatica Eligible Financial Aid \ Statement Support (e.g., Welfare) Too Difficult Rejected
4-Year Public . \ N
DeEmlent’ o
$0 -$ 5,99 n.7 0 . 0 7.2, 11.6 0 o
$ 6,000 -~ §11,999 68.1 16.3 14.3 - 8.8 , 2.9 2.3
‘¢ 812,000 - $17,999 78.1 4.4 9.0 10.2 . 16.0 5.0
§18,000 or more 84.5 8.6 8.3 10.7 T 2.0
E\_@:Een;ientl '
$0-8%5,99 - -73.2 ) 16.7 4.3 15.6 14.3 2.1,
$ 6,000 - $11,999 86.4 13.9 0 10.1 4.8 1.4
$12,000 or more 5.6 10.3 0.5 18.5 ! , . 6.5 1.0
- —— b ) ' —_— IS -
4-Year Private ” { .,
Dependents - (‘
$0 -95,999 - 35.2 3.5 19.8 e 0 20.2 1.3
$ 6,000 - $11,999 15.5 2.6 7.9 ' 319.4 11.9 1.9
$12,000 - $17,999 85.1 12.7 5.2 8.9 . 8.7 2,0
$18,000 or more 88.1 3.0 13.0 8.8 3.6 2.4
N / ’ |
[ndependents
$§0 ~-§5,999 34.2 13.13 I‘Z.l 11.3 18.6 0
$ 6,000 - $11,999 75.5 4.7 0 18.4 0 1.5
$12,000 or more 87.2 - 6.8 “ 0.4 8.4 7.1 0.4
e e g e e - AN
2-Year Public -
Pe pendents )
$0 -6 5,99 305, 61.8 2.6 1.0 11.3 6.2
$ 6,000 - $11,999 31.9 4,0 2.9 36.0 - 18.6 4.0
$12,000 - $17,999 < 92.1 . 10.0 - l.¢ 5.2 1.9 0
"'SIS,OOO or morq 71.6 10.9 v 1.5 N 16.8 4.4 - 0.8
- C e .. ~- !

been preseated.
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b . - N - - N ' ~
r lchwpomlenrs were allowed to provide multiple answers; therefore rows will add up to more than 100 percent.

-~

[

27

Overall Pro-

portian in

_a Croup

1.4
6.0
11.8
79.0

28,1
+ 23,4
48,1

'

5
!

5.4

6.3
22.6
65.7

28.8

46.7

£ WD
- Ny

In addition, only the major responses have*



a ‘ ’ . LS
A} N . - H .
TABLE 11.6: REASONS WHY STUDENTS DO NOT APPLY FOR FINANCIAL AID, BY DEPENDENCY, INCOME, .
AND LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 19/8-/9 (cont inued) ’ ) )
_ - _ ), Reason For Not Applying~ A_‘_______—____.-'__ .
Instititinn and 1 Did Not 1 Did Not Parents Would Not . Did Not Need It— The Forma Or 1 Was Overall Pro
L Student Charac- Think I Waa Know About Complete Financial Receiving Other Procedures Were Previously portion ia
_____teriatica Eligible Financial Aid Statement Support (e.g., Welfare) Too Pifficule Rejected A Group
2-Year Public . - - : ’\
) lndem-n&-.ntl _ _ ¢ .
) $0-55,999 62.4 15.7 0.8 18.5 6.7 1.1 19.6
$ 6,000 - s||.999r‘\\ 61.1 22.6 8.1 . . 9.4 ‘ 2.0 2.4 15.%
$12,000 or more ., 6.8 9.6 0.2 % 21.9 6.8 1 0.1 65.1
— e e . \’< N o <. - : - . e,
A ' . : . .
2-Year Privfte | )
- Depeaderits
$0-$5,99 100.0 0. ) ' : 0 _ ~ 2.7
) — $ 6,000 ~ $11,999 51.2 0 . 22.8 o . ' - 26.0 0 11.9
s $12,000 - $17,999 97.4 o ° ' 1.8 Co, 12.6 - 11.7 0 21.6
- §18,000 or more 13.7 5.5 6.5 15.1 15.3 0.7 61.8
u . )
Independents . )
. $0-55,999 43.4 8.4 0 6a. 1 0 0 © 3008
$ 6,000 - $11,999 26.7. - 0 4.0 . 0 0 0 3.8
$12,000,000 or more 89.0 .0 o 7 .o . 89.0 : 0 s
Proprietary’ . : o -
Dependents - ) '
$0-85,99 76.1 ()} 0 19.0 3.8 0 2.8
$ 6,000 - $11,999 48.3 * 1.8 13.5 ' 29.2 13.5 0 8.8
512,000 - §$17,999 35.9 - 58.0 3.6 2.8 6.5 1.3 20,2 ¢+
. $18,000 or more 84.5 7.8 3.0 9.1 4.6 0.5 - 68.2
Independenta -, ¢
Cop S . 80 -§5,99 80.2 T B S T I Y A 2.6 35.4
$ 6,000 - §11,999 " 86.0° _ 5. . o ) .8 . 1:0 0 - 28.0
$12,000%r more , 81.4 S 0 - 17.6 .o 3.0 0 36.0
. 7 . - ’
oL T T TR T Aee T T TR T T T T s T W T R Y T LS
“enmrai et Student Survey. - . ! . ' . “ ’ . ) ]
s * T . “ . . ’ ! v ’ ) .
2 ‘ 9 . 4 . . 0
[N . ' - o - R .
] - . -
. -+ 28
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make certain low-income families ingligible for need-based aid.) This

question.w posed to- each student in the survey, and surprisingly, of

the-over 4,600 students who said they did not apply Eor.financial aid,

87.8 percent’felt they were ineligible\for assistance. Moreovet, as .
~ shown in Table 11.6,'the.importance of this reason remains largely

consistent across institution typesjand ingome levels. ,Fhi}e clear

[y

relationships are difficult to discern due to grossodifferences in the
sizes of the various cells (see the right-most column), the following

observations can be made.

-

l. « The predominant reason for not applying for financidl aid,
'//fQ\\“ !\\regardless of income or institutional setting, is a . 4
perceived ineligibility for need-based aid. While factors
other than income may #gke some students ineligible, it is
striking that eveh at th lowest 1ncome(1evels, most
students who fail to: apply or ald belxeve thems§lves to be

T ineligible. SR N
.2 The second most common reagon.for not applyxng was the
o : rqeeipt of other funds, such as Veterans and, Social
- 7 Securlty beneflts or welfare, which" covered all’'of the

) student's. needs. " This Yeason was glven most; often by’
- students in the' lowest income categorles where access to
such- assmstance 19 greater.'- . BT

L4 [y

_3." Not . know1ng about financial aid was ‘the. nexﬁ most frequeut

response and one which was most llkely to be given by the
SR _ independent students. . . =

4. Finmally, dlfflculty with either the applzcatlon forms or .
the process in general prevented apothe#‘gtoup of students

(7.8%) from ever applying for flnancéal assistance. . .
/. K}

L ]
The Notlficattgnbof Financial Aid Awards \\q . .
'S V ’

Due to the financial con91dexatlons Wthh studeﬁts must regsolve

before reaching decisions concerning access to and per31stence 1n
.postsecondary schools, the t1m1ng of student a1d award notices can be
cruc1a1 Lake award notlflcatlon, it is argued; cam dxmlnlsh the optlons
avallable to the student and for certain sbudents, prgylde a-barrier to
the pursuit of further education. It is 1og1cal to. assume that award
notification must be coqtdihated with the start of the, academic year.
The baré minimum, which canr be'expetted'by tﬁeéstudent; is that

-

' institutions do not wait until the term has begun to furnlsh them with

thls v1tal 1nformat10n.

o . L | 11.1s - - s
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: - °~ % TABLE 11.7: RANK ORDERL/,OF THE LAST MONTH THE STUDENT COULD HAVE"BEEN .
L : I ' INFORMED ABOUT HIS/HER FINANCIAL AID* AWARD, BY LEVEL AND CONTROL
.o N o OF INS‘BITUTION. ' KCADEMIC YEAR 1978- 1979
: - “-‘. . . o \ . '.\ . NN
Lo . - ) . i ' . . DTN e N
) a ‘ .. i Lo | ) o ’ ‘ ‘Tnstitutional Level and Qohtrol o N
N j : Lo . | A Year 4-Year 2-Year . 2-Year Proprie~ g
. T Mom%} . ‘ Public. Private Fublic Private  tary. s
- January . . 4 6 - 3. 32
- . February - : 7 .. 512 0. -
ST s e Mareh A 8 BT U S 5.
«, - April o - /9 AN 12 112
. May | '7/’"“.6 4 ‘10 R S
' g T June . " 5 - 5 (; ’\4 6
- . July - 37 "3 — 7 7.
o T s August : 1 1 1 r 8 °
: _ : : - : ~ N
C e, {;é} September . : 2 -2 2. 2 1.
o BT dcrober - 1 ¢ n 10 9 4"
T ‘ November < o e 12 1z 6 10 9
o o . Decembe;/—\\ 9 9 '8 ' * 8 _ 3
f S O —
\‘ \- : Sourge: Student Su R Y e
. ' l/'l.‘he most cnmon re ponses are ranked 1, the 1east ¢ommon, 12, p'
" ‘ ) .
» . /
< .- As shown in. Table 1‘1. , stiudents cons‘lstently reported that Adgust
and September were the last months that they could be J.nformed of ‘their
aid  awards and still be able to attend posts ondary 1nst1tutlons, except
) , for proprietary school students, ‘who reported September and January as
) the last two months. The latter difference may be due_ to the more.
- flexible natuyre of the .academlc calendars at these schools (J, e., they
\‘\ - may not fxg: the traditional September to June tnold) Moreover, these

‘ , - . : AN . : N R
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 the quallty of financial aid counsellng services—-the ‘onl ly means for

_many, students and financial aid officers alike, the Q;naneial aid

-~ [y

. . «*
relationships were found.to remain stable when examined within

institutional- ‘categorias by the‘student's total family income (these

tables are not shown). 'Additional breakdowns of these responses

accordlng to year in school, for example, may prov1de an expanded view of

award notlficatlon tlmong ‘when. theqs tasks are undertaken. : -
N :

»,

Couqseling,Services “ : '
A\ - C

7 . E .“ . ._.7- . / Y
-For students hlreaay attending postsecondary institutions, and for

- ‘students whose decisions 'on farollment and continuance are based on

tinencial-eonsiderations,_e' ounseling can be,a,critiéal service.
Although some institutions have shown that a great. deal of informatipn '
regardlng student f1nanc1a1 aid 8an be dlssemlnated on a mass basis,
thesa’ same 1nst1tutlons are often those which. also exhlbtt concermn for-.
»
deallng with the particulars and special circumstarices of an 1nd1v1dual
student's case. Voreover, schools which participate in Fede;al ‘student
loan programs, either NDSL or Federally or state 1nsured loans, mus:

~

conduct spec1a1 loan counseling sessions ‘with rec1plentsd&n’§331tlon to

,the general Exnanc1al ald counseling whxch one 6éu1d'expect them to

provide. . ' . _ .

Beginning with the 1980~81 academic year, the U.S. Office.of -

"Education“is’introducing'a simplified financial aid applieation system:

\

which has been aopted for use by.BEOG, €SS, and ACT. In the view of

applicationjused for the 1978-79 academic year (when the data collection
efforts for his-study Qere undertaken) was not 2 simple form. In order
Ep compensate for the complexltles of the. applrcatlon process, some
schools have® taken steps to a931st students and their families in

iompletlng the :forms. Eleven percent of the’ 'schools indicated they

encourage the use of '"third pgrtles to help applicants deal with the aid

process, and another nine percent actually make arrangements for thl.s.l

type of 3331stance. High school counselors and other 1nterested partles,

-guch’ as field workers from the Upward Bound and Talent Search programs,

& .
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havé been utilized for this purpose as well. 1In another 20 percent of
'the_cases, finangial aldyﬁ%flcers, personally, provide s¢udents with

assistance in completrng aid appllcatlon forms. Additionally, some aid

s
L J

offices atténpt to reach out tc the families of student aid applicants.
. . g .-’ . . . 3 3 .

Mailings ‘to” student homes, staging ''parent nights," and visits.to. local

high schools were cited as comppnents of ag overall strategy designéd’to

encourage accurate and timely completion of the forms.

. '~ Depending on the' availability of resources, the composiﬁion of the .

¢

mif student body, and admihistrative philosophies,'the financial aid offices -

may attempt to' provide other ald counseling services which are dlnected

®

L -at spec1f1c kinds of students. Suclt services are prov1ded only by a
.o oS m1nor1ty of schools, two thlrds of the 1nst1tutlons surveyed reported
- that thgy made no effort at all to prov1de .specidl counsellng,serv1Ces to
R ”_ 4 sgec1flc student popdlation. Of the third that -dc provide some .form of
L . - special counseling: gthnic minorities® aré the populatlong of intergst in

. : 11 percent’ of the cases, counseling for handlcappea students 1:1provided'
- \jf\\\ by, 10 percent, ‘and prov1d1ng Lﬁformatlon to Natlve Ameflcans accounts for
~ » nine percent. In general, the school s financial aid officer or other
i . 1d office staff are responslble for providing this guidance (51% and

( 242 respectxvelx&. Student employment centers are also 1nvolved in the

provision of some counsellng aspects. . : ,

- -~

Counseling, by nature, is a very3p§fsonslized, and therefore
potentially very effecﬁive, instrument of communicating student
information. Motivational and ali;nating barriers can be overgome
through the use of counseling. The pfintedJoord is no substitute for
personal contact. The potential to "educate" the student a year or more
before'he/she goes to college, ‘makes the high school counsellng aspect of;
student 1nformatlon a very v1able vehicle for improving student accegs to

postsecondary educatijon.
~.

'\ ., Of the students sampled for this study (see Table 11.8), v
approximately 43 percent were recipients of some form of financial aid
“ during the academic year 1978-79. Of these, 34 percent also received ¢

financial aid counseling while in high school. Of the réﬁalning




nonrecipienté.(apéroxﬁgatély 57%), 16.2 percent received financial aid’
counseling in high school. Ostensibly, we could conclude that cqunsellng
re®ive to financial hid whlle in high school w111 vlrtually double
one's chances of recé1v1ng f1nanc1a1 ‘aid. However we must first look aL
what dlfferentlates students who do, and do’ not, seekacounsellng about
financial ald.whlle in high school. Lol N

e

'TABLE 11.8: THE RELATIONSHIP BETWEEN THE REGEIPT OF HIGH SCHOOL
. COUNSELING AND THE RECEIPT OF FINANCIAL AID, IN
~ PERCENTAGES: - ACADEMIC YEAR 1978-79

- .
. * - .
. - - - .

. ALL _ Cur;Lnt Aid Current Non-
‘  STUDENTS ‘Recipient - Recipient
Student received . '_ s ; T
high school . -° 76.3 - ' 83.8 : 66.1
counseling : : _ :
Student did not ] A . \

receive high . 23,7 ) 16.2 33.9
school counseling C

w

Source: Student Survey. ‘

Referfing to Tab)h 11.9," it can be, seen that while students in the
lower-income categorles are somewhat more prone to obtain, financial aid

counseling in high schools, access to such assistance is-well distributed
across the spectrum of famlly income levels. Overall, approximately 31
‘percent ©of our sample of ;students seek counseling. Rank-ordered by
athnicity from most to least prone, the gfoupg are: Wnite, non—Hisﬁani;;
BLack,_nonvﬂfsﬁéﬂic"HiapaniCE American Indian; and Asian. These ethnic
groupé éppear to be significantly less prone to seek'counseling thahi
other students. This suggests tthe need for possible further development'

oi‘iEQFlal student counsellng services at the high school level.

o

s
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Table 11.% indicates that high school cdundeling appears to - improve.one's
chances of-gwfelvxng ald. It also lndlcaﬁquanf those most likely to
seek aid counseling dre the needler and, theor tlcally, the most llxely

to raceive axd should they apply. It can-also be $een that students who

are Asian, - or whose families have incomes of $30, 000 or above, are Iess
likely to se;\\gounsiglng. ' ' ' S R
TABLE'1}¢9: PERCENT OF STUDENTS REPORTING HAVING RECEIVED HIGH SCHOOL

FINANCIAL AID COUNSELING, BY TOTAL FAMILY INCOME AND
- ETHNICITY: ACADEMIC YEAR 1978-79 '

@ . !
Percent of Students
Student '
. . PR . Who Received ,Financial Aid
Charactgf}sglc . . ' Counseling While in
e e g U .High-School
Income (Dependenty” only) + " 7! .
Less than $1,500 SR 29,.7.
©$ 1,500 - $ 2,999 L e o491 . -
© . $3,000 ~$,5,999 S T 16.6 .
¢ .%$6,000 -5 8,999 - _ ' 35.9. \
$ &\000,“.$11 999! R L 39.4
e815,0000 = $14,999 - . ' ©36.8
3 / 315,000 - $17,999 . ' ' 3.1
$18,000 - $20,999 ~ _ L 30.0 | ..
co 821,000 ~ $24,999 .- . . N 19.6 :
. $25_0Q0 ~ $29,999 f 34,3
. $30,008 -~ $34,999 RV | . 25.0 - '
$35,000 3nd over: ' h . 15.0 - © o
Ethnicity ' ' ) o .
" American Indian/Alaskan Native = | 26.2 ' _
Asigp or Pacific Islander | - 13.4 .
Black, not Hispanic . 28,2
Hispanic i B 26.4 , .
White, not .Hispanic j 33.5 T

Source:” Student Survey.
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.TRIO Proggam Pareicipation and Access to Financial Aid-

o . S

_ _ The TRIO programs were aubhor1zed under Section 417. of the Higher JI
s o Educatlon Act of 1965 Tn Subpart &, §EeC1a1 Programs for: Students from

. D1sadvantaged Bacggrounds (a5 ‘amended by the 1976 Education

e ”Amendments) The leglslatlcn authorized services speclflcally deSLgned
. to identify and to assist yohths from low—lncome families who have

e
"« ° academic potentlal but who _may lack adequate secondary school N
ES ) . -~

- preparation; who may be physxcally handlcapped, or who may be >0

e dlsadvantaged because of severe, rural xsqlatlon, to enter, conclnue, or
3 . .

“resume programs of secondary ahd postsecondary educatlon. These s

T : prégrams, which have come to be known' as tbe TRIOg/ Programs, include:

- . L

. ' ( _ : Talent Seach--off—camShs commun1ﬁy-based recruiting programs

' ~ *_ designed to: . : . )
o _ e - 1den:ify youths of flnancxal or cultural need to complete

g secondary or undertake postsecondary education; ’

- "publgpxze and provide students wlth information ‘on exlstxng

' student flnanclal aid; - - ‘

B o - - éencourage secondary or college dropouts of deménstrated
'_ . * » ' aptltude~to contlnue or resume postsecondary educatlon,

LA - f;two-thlrds of the parglczpants .musi meeﬁtﬁow~znaome
v . o - LV ] _ O '.'

[ criteria.t © N
. Upward BOUnd—non-camp&s, postsecondary preparatory recrui;menhﬁ"

N

- 37 J " BT program de51gned for high school youths of grades 10-12: ri ;;n,.ﬁ:

iy - toagenerate skllis and motxvatlon necessary for success in
educatlon beyond high school;

- Ato prov1de youths from fow-lncome backgrougds and with

. T t 1nadequate secondary school preparatlon with a variety of

’ academic ‘and cultural act1v1t1es on a full- tlme basis

durlng the Summets and academic years;.

T " - .to prov1de tutor1a1»3551stance in areas of Engllsh,
ax Y S Mathematlcs, and otﬁer areas of inadequate preparajpions.
ot Sgeclal Serv1ces-on-campus compensatory and counseling] services
S N ‘/ for postsecondary educatlon students designed ‘to: . |
’ e . ’ M [ 3 he {
- : 2/The "TRIOY label was &SSLgnEd to, Chose programs due to their .ori inal
: .+ tripart structure (Talgnt-Search, Upward Bound, and Special Services).
- ' thle the programs have" e%oandéﬁ, the nlckname has endured. ’

o




-

-  assist students from deprived educational, cultural, or
economic backgrounds, the physically hapdicapped and those
with limited English-speaking ability who are in need of
such services; , .

- provide tutorial ‘ggsistance in compensatory skills courses,
reading, writing, mathematics, communications;
- provide counseling and supportive ‘services for students in.
need ‘of information, academlc and personal support-
. assxstance,
~ .provide .educational blllngual teachlng, guxdance and

.

‘counseling.

Educational Opportunity Centers—on an off-campus educational
resource, information recruitment centers serving areas with
major concentration of low-income families, designed tos

- assist residents who demonstrate need to pursue
postsecondary educationg

- provide infortation, counseling and assistance on admission
and Elnancxal aid; }

- provide counsellng and 'tutoring for enrolled students from
" . the area who need such assxstance, ‘

- provide counseling and recrultment information to staff
members of neighboring high schools, colleges, and \
unlyerSLtles.

‘. . Service Learning Centers~—on-campus compensatory and cbunsellng
servicesj .
= . one-third of SLC participants do not have to fit the :
low-income criteria; .
. = - designed to provide compéﬁsatory educational and.other
special services for students who are enrclled or accepted
; for enrollment in that institution.
K ‘ _ : LY
- Training Authority--on-and off-catuipus staff and leadership
_ personnel training. .Institutioms, public, and nonprofit private
. organizations may contact the Commissioner of Education to!
- develop and provide in-service training programs forsTRIQ
' ‘ staff and personnel; ’
‘ - improve their skills and the delivery and effectiveness of
services.> , . -
f t ' ) ¢
ot . f 3 o - ) . . a ‘
. : E/D. Ellum, "Description of the TRIO Programs"' irr Working Papers S‘

Prepared’ for the Third Student-Commissioner Conference. United States
Student Association, Washingtom, D.C., February -1980. '

»
<
)
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A éarefui'look at the characterisgics of the three programs, the
. studgpts they are respectivelyldesigned to serve, and the time frame
"def%ﬁiqg eligibility indicates that Upward Bound is the program most
conéucive to high financial aid program participation rates. The '
specific~progr§ﬁxgoal is completion oflsecondary education and access to
” égllege. Upward Bound is orlented towards overcomlng access barriers to
college, and the low anome requlrement defznxng TRIO part1c1pants render
cost to be a sxgnlfxcant obstacle. Upward Bound is designed to assist in
overcoming that obstaq&e. "The time frame of the program is sharply
* *focused on the year in high school when a potential college student W111
be directing h%s/her attention to access to cgllege and the financial ).

resources necessary to do so.. _ . ) .

A recegt study conducted for the USOE, Offtfce of Evaluation and
Dissemination, emphasized the positive effects which the Upward Bound
program appeared to have on the rates of enrol]lment and persistence among
its participants. This study concluded that ”Differences inrthé
(pdstsecondary) entry rates of typlcal (Upward Bound) participants and

non—partxcxpants were more pronounced“ 4/ ’ - .

It is hbt surprising that, awong all aid programs, participation
rates for those enrclled in the~Upwafd BOund,progr;m_arg significantly
higher than for other sfudents (see Table 11.10). In fact, for both SEOG

and BEOG recxplents, the rate is double while the ratio 1s slightly lower

-among the self—help programs, .as would be expected. Acceptence rates,

i.e., the percent of those who applied, that receive aid, are also,
. - ‘ v o
expectedly high. . : .

[y

4/Research Triangle Institute. Evaluation Study of the Uﬁward Bound

Program: A Second Follow-Up, Final Report. Research Triangle .
Institute, Research Triangle Park, North Carolina; November 1979,
p. 172,

-

- !
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TABLE 11.10: PERCENT OF TRIO STUDEVTS RECEIVING BASIC GRANT AND CAMPUS -
BASED AID: ACADEMIC YEAR 1978-79 '

t ' Tybe of Federal Financial Aid Receivé{
TRIO Program ‘ BEOG SEOG CWS NDSL \
Upward Bound _ ST 20 21 18 T
Talent Search 42 13 18 18 '
‘Special Services ' t 53 13 26 ~ 15 =

%

~ \
Source! Student Survey.

1“. . a .e}
SUMMARY

L] é ) - ’
The impact of information on the receipt of financial aid is well

documented: UébE and postsecondéry educational institutions have

recently made attempts to improve the quality of information services ia
prompted b& the Consumer Information Requirement authorized by Congreés.

As information presented in thid chapter has illustiated, an informatiom
gap still exists. There continue to.be students who simply do not .
believe they would receive aid despitg the fact that their Iow'iﬁﬁome -
situation seemg to indicate theiry potential eligibility. Additionally,
there remain_sbme students who do\not know of the existencf of financial
aid programs. While considerable progress has been made in the area of
'lnformatlon dlssemlnatlon, the lack of con31stency which can beéfound
among lnstltutlonal information efforts is indicative that there is a -
need for 1mprovement in this area. For the student, and especially the
Prospective studént, comprehensive, accessible information sources are a
.neceigity in order to deté;ﬁiné the‘potéﬁtgal sources for financing

-

his/her postsecondary cgreer.
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‘ £ * RECIPIENT MONITORING
 - _e' , ' : f
INTRODUCTION v
Mbnitoringgthe factors which may affect the enrollment status of _ /\

student fxnancxal a1d recipients is an integral part of an overgll: policy [
of fiscal management. The ap&ilcatxon of rules and regulationg which are .

the responslbllxty of college governlng authorltles, independent of the
financial aid office, can potent1ally alter the elxgxbllxty status of
students receiving assistance. “For dkample, a student. whé-falls to meet

certain academic requirements may be ‘suspendéd from classes, or a student

who drops a course in mid-term may forfeit his/her full-time status.

These c¢ircumstances would obVLously prompt a modification in the.
. student's aid eligibility status. "In order to discern the existence of

such circumstances, the financial aid office "must maxntaln certain

channelg of communication with other institutional offices.

o " The way in wh}ch institutions conduct monitoring activities 1is - -;
largely a function of the individual institution. As will be seen in the ' o
Eollowing discussion, there is some degree of continuity in the way
1nst1tutlons describe’ their mon1tor1n& pradtices. It is omly natural to ;
‘ expect, chough that large institutions may employ computer—bésed .

practxcesi/ while small schools rely on manual and/or informal

practices.

-

IIInstxtutxons which possess centralxzed data processing systems can
pgrform regulgr crosschecks of registration, academic, and Exnancxal
aid rosters in border to identify special cases.

. . [N
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Aid Disbursement Controls
- <

» +
/ .
/

If the efigi@ility status of a student chanées‘during.the award
period,'thé.ﬁnstitutibn is liable to recover any, Federal financial aid
~which it may have paid in advadce to the student. If they choosé, |
institutions .can disburse aid funds to students in 2 manner which will
reduce the risk of such'overawards. Table 12.1 examines the methods
which institutions use to disburse BEOG, SEO0G, and NDSL awards to

2/ ‘

.

The first method listed-—payments disbursed directly to students at .

the start of each academ%c term--is, on the whole, preferred by most -
students,iince %ﬁ ilaces their aid money directly in their hands and does .
not place any outsitde constraints on the way in which they manage their
resources (i.e., they can use the money for tuition and/or living
eipenses) Obvxcusly, however,,xn -the case of an overaward the

3 financial aid offxce would be fogced to colléct the overaward Lrom the

.

student.

The next three procedures-4§h1ch involve crediting studen:s‘ accounts
and/or awarding on schedule with academic progress——arg‘bettet suited to
o~ eagier, more relxsble overaward recovgrxes. By crediting payments to the
student accounts, schools autometzca%ﬂy (once the studemt's signature is

obtained) apply the financial aid mo#ey to payment for -tuition, fees, and -
‘applicable room and bogrd charges. Any remainder is. pazd*to the student,

f/~”\but the bulk is used as part of th1$ credit. If a student is found to be
overawarded, the oney, in many ;ases, is reimbursed to the Eznancxal aid ;
office from the  tuition or roomxng;relmbursement which the student.would
‘have been e itgsd to receive. Thé next two methods, which base
disburéem nt according to the ratel 0f academic progres§,'cou1d
potentially eliminate overa arding caused by student withdrawal. In
a sense, though, this is the least attractive metﬁod, from the

-  institution's standpoint, fue to the administrative burdem it imposes.

Vs
. 7 R N . N * . S

2/cws funds are dlsbursedgon an "as-earned" basis throughout the perxod

of the student's employment.
P {
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E‘ERCEN'I‘ 'OF SPECIFIC PROCEDURES USED TO DISBURSE BEOG, SEOG, AND
gmL NTS, BY LEVEL AND CONTROL OF INSTIZTION: ACADEMIC
R L7

78-79 . |
J , ' o/

Proéédure Used

T

. Payments Mutiple Multiple .
P&yménts’- Credited -  Payments Credits
“Made ,  Directly As As
Dir ¢tly= To Student Academic Academic
.- [To . Account At Progress Progress ) .
ff « . § udents "~ Start Of Year Is Made Is Made - Other Total
A—Year Publlg/ » . C -
- BEQG 53 33 7 - 0 7 100
“$E0C 53 ' 30 5 0 12 100
- NDSL 56 o 24 4. 6 - 16 100
4=Year Pyivate. , . i )
~ BEOG TN 72 2 0 7 100
.. SEOG % 69 2 0. S5/ 100
: NDS - 31 - 2 0 .9 /100
o \ v '
2-Yeay Public . b .
o BEPG 40 ((\;\ 16 o 20 100
‘ ) ‘ G 46 A\ 18 0 T 18 100
-\ NPSL . 50N 22 0 11 100

. 2«Year Privat:\) : c ; : -

-~ EOG 10 - 60 o107 10 10 100
_ SEOG 22 .56 .11 1. 0 100
) NDSL 25 38 ~ 12 12 13 - 100

‘  Proprietary . .
— BEOG 35 31 12 8 15 100
SEOG 22+ 39 17 ¥7 17 100
NDSL 20 40 17t 13 . 20 100

. :

Institutions Reporting: , . 147

Source: Institutional Site Visit Survevy:

Table 12.1 peveals several trends in/the disbursement of Federal aid

. awards to students. There is a notable propensity for private schools to
) t

employ a student account system, while public institutions are more prone

!

to disburse aid dollars directly to the student. The use of a student

/
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X account system will ensure that the private school's tuition bill is paid

before the student can begin to match his/her resources to his/her living
expenses. As has been noted in Chapter 8 of this volumé, tuition charges i .
account for'a much larger proportion'of all student expenses at priﬁate
schools than at public institutions, which may be a contributing factor:
to this practice. Multiple disbnrsémentvsystems based:on academic
‘ | progress are used primarily by 2-§ear and proprietary schools. This may

indicate that these schools perceive their students as being the most

R
vulnerable to withdrawal or course lead changes. Among the responses ' “/;/.

-

. ‘?\ which were provided indicating the use of-Yother" institutionaL,nracticee " .

for the disbursement of Fedqul aid to students are 10 schools which

, ‘indicate that they disburse Basic Grant awards via the Alternate -

a

Disbursement System (ADS) and/or do not partlc1p&te in the Campus Based
programs; others which make disbursements at a varying number of times
during the seme§ter;iund some institutions which use still other

& ey ° .

practices which best’ suit their individual circumstances.

‘Pr0ced\.gs To Prevent Kultiple Or Overawarding 0f Aid

In preventing miltiple awapds and overawarding (see Table 12. 2), mos t

institutions rely upon closely coordinated activities with other

b

N

administrative offices, specifically the registrar's apd bursar's
officﬁi. Through this practice, aid officers are able to keep close

tragk of student gnrollment status, course loads, and financial awards

.

made to students from outside sources. ~

* q ’ » . - ] » - - - l. h.-
Mdintaining contact with other .postsecondary institutions attended by

an aid wecipient is another common practice. . By making use of a
"financial aid transcript,” aid officers are provided with a record of
past érant, Ioan, and work-study monies awarded to an incoming transfer N
student. This is especially useful in keeplng track of the cumalative |

amount of NDSL and SEOG awards ghich a student has receiyed..

. : Another but less common practice used to preyent overawarding is.to
-recalculate the student's awerd amount. This practice allows the aid

officer to determine if a miscalculation and gubsequent error in

«; packaging the award was made. Other methods mentioned include: -(a) that

P . . ~ -

394 ‘
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.  TABLE 12.2: PERCENT OF PROCEDURES USED TO TO PREVENT MULTIPLE OR OVER-
AWARDING OF AID: ACADEMIC YEAR 1978-79l/

\ . * ‘ . “‘ | . f
| Percent
Close coordznatlon with r glstrar s office to monitor
o w1thdrawals - : . - 80
Close,coordlnatlon with bursar's office’ to\ monitor refunds L 76
‘Contacting all other,postsecondary schools attended by )
<~ applicant to ensure that no awards were made : 63
Recomputlng award amount a second time to valldate the
first computation 30
Requiring a tax form to validate each SER/application 20
No payments made prior to the end of the add/drop period 19
No payments made prlor to the end of the rafund period - 19
Other procedures : 31
No fonﬁ procedures ’ . 4
. -~ ‘ N -
Institutlons Reporting: '_ ' : ' ) 167
- Source: Institutional Site Visit gurgey. : " . ’

. \ . ' . )
l/Percentages reflect” the multiple response potential of the question.

' a'student §ubmit appropriate tax forgk o validate information given :;
aid applications; (b) that‘no pay;mentére made prior to ﬁhe end of they

drop/add period; and (c¢) that no pgyments_afg made prior to the end of

the refund period. Altﬁough these practices do not seem to be as common

+as those cited above, they do appear to occur with equal frequency.

) Z +
Of the responses.contained in the "Other Procedures” heading on Table

12.2, mgét make mention of the use of coordinated manual recerd keeping°
systems. Some institutions utilize master contfol cards or else conduct

periodic reviews of financial aid folders.

Very few institutions are recorded as not having any formal methed of
preventing overawarding. But of those that do not, the most common
reasons stem from the institutions which participate in only the BEOG -
program or those where the number of recipients is just tqo sﬁall-to

warraht any specific prevention acth.

v,



' Student Withdrawal an§ Course Load Changes
. b . ‘ -
The flnancfgizgz;\éfflce can best monitor student w1thdrawals or

if it is fully iptegrated into the institution's
y ipteg

changes in course lpeg
practices regardlng these matters. As Table Q% reveals, of the

N institutions surveyed, 33 percent require students to formally notify the,
‘financiatvaid office before permission to withdraw or change course load
is granted.",This'maY'involve.the signiqg of a document by the financial
aid office, which the student then presents to the registrar with his/her |

coyrse change ?ﬁﬁdxtxonal sxgnatures ‘may be required from the bursar, ~

parking vxoletlons offlce, campus housxng offxce, library, or other

school departments as part of this process). The remaining two—thlrds of
the 1nst1tut10ns utlllze a varlety of other methods in order to monitor |
1(; o . student enrollment statns. These methods anolve mostly the periodic

5 monitoring of enrollment or other rosters in order to spot potential -

»

pr blems. ‘ ‘ _ ;o

Recovering Awards
Although the U.S. Office of Education requires institutions to ' ¢
collect aid funds~which may have been overawarded to students, some

schools repart dikacultles in complying thh this regulat:on. Of the

institutions surveyed 25 percent provided Lnformatlon thh respect to

recovering portions of grant aid from- students who w1thdrew or otherw}se

changed~;heir’enrollment status. Of these, 37 percent indicated that

ihey experlenced no dlffxculty 1n recovering these awards or that no

R recovery was necessary; anothdr 31 percent noted that they were in the

s _process of retrieving these funds. Student resistance %Fcounts for 37

L ‘percent of the explanations for failure to collect the money, and another .
11 perceﬁt can be attributed to the institution's failure to pursue  this
act1v1ty. Table 12.4 summarizes the reasons for not having recovered all

- o0& the amount of awards due.

N Rl
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TABLE 12,3: PERCEN? OF INSTITUTIONS USING SPECIFIC PROCEDURES FOR NOTI-

FICATION OF THE FINANCIAL“AID OFFICE OF A CHANGE IN STUDENT'S

COURSE LOAD OR ENROLLMENT STATUS: ° ACADEMIC YEAR 1978-791/
; ‘ \

Percent of

. Institutions
9 Financial aid office must approve a students 13
change in course load or enrollmen; status .
Financial aid office is gutomatically informed N 33,
Finaneial aid office is notified on a delay ' 12
_ basis, but within 60 days i
: Financial aid office checks academic progress of ~ . ' 22
" students periodically-or contIfuously =
- Finanofial asid office periodically receives ‘10
lists of withdrawn students )
Financial aid office employs other or informal 10
means to monitor enrollment status : ¥
\ - -
. " . . \ . ,
Institutions Reporting: O ‘ 162

+

Source: Institutional Site Visit Survey.

¢ LS

i/Percentages reflect the multiple response potential of the question.

N
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TABLE 12.4: PERCENT OF REASONS FOR FAILING TO RECOVER ALL OF THE AMOUNT @
' OF BEOG AND SEOG AWARDS OWED TO~ INSTITUTIONS‘ ACADEMIC

. YEAR 1978-79 "~ . PR &
In _the Process of Recovering Awdrds | ' .Percent ,
Still waiting : {\ T v . BN ¥ v
’Turned over to Basic Grants for co lectlon .t oL w2 v
Students have agreed. t:o pay ~ . : 2
Student Registance . , "»‘ / a4 -
Students do not care to pay back/student . . y o
delinquent . . 19
- School contacted the students arnd did  _ ' e ot
all 2t could do to récover funds L N . 9
School was unable to reach or locate *~ = - T ' .
students after repeated attempts = - - _ . 9
\ ‘ .
grnstltutlonal Shortcommg . ' - . : Y
‘ Lack of cooperation from the Business Office. . . R TR
Low number -of students in category/sqhaol . : " ) "
does not pursue case . ‘ N
Conflict with other duties preclddes any ‘ . . . ' .
expdnditures-of effort. on this activity D ‘; 2 -
. ¢ b . (ol 4 ‘-.f-’)
Institutions Repofti"ng:', o o " - 58 -
.ol - ¢ . ) N i v
Source? Institutional Site Visit_Snir\iey. B | ' N
F] Y
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_.of the in;}itution as well. as the personnel and resources (ewg., R

/.-
.

SUIMMARY . - - . 3 ‘ S

-

. - ~ -
In general, it 1s 1n the institution's best lnterest to malntain an

efflc1ent system for monltorlng the academic program of student’ aid.
retxplents. As part of the Tespon31b111t1es which are attached to the

recept of Federal 8Ld Eunds, institutions mugt insure that none of th@se

monies are q&sapprébrlate&. Schools can ejther attempt to disburse funds_
in-a‘msnﬁer.wﬁicg requires‘agédémic progress as a pferequigit? for the

receipt of'&id, keep close tabs on the student throughout the academic = . .
year, or apply somexcqmbination of the two. It is apparent that the size
compdters available to perform monitoring fumctions can predetermlne the

scope of the monxtorxng actzvxtles undertaken. The consequences for’ & ( s
1nst1tutlog§ which do not properly mbnltor the progress of aid recipients

(\ould potentlally include the loss oi&ellgxblllty for Federal student aid. ‘
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. YERIFYING ‘REPORTED DATA: STUDENT -VALIDATION

-

'
-

As. :he scope Qf Federal flnanclal aid programs has’ grown cver the

Years,ﬂthe u. S. Offlce of Education has become anreaSLngly aware of t}e
During the 1975~ 76 &éademlc

.~

need :o‘ﬂatect and correct program ebuses.

yekr, USOE conducted a valldatlon study to assess the extent of -

mlsreportlng on Baszc Grant Applications.

&esxgned to. xdentlfy the extent of program ebuses.
that 18.5° percent of the Baszc Grant appllcents had intorrectly reported

In part, this effort was

chever, the magorlty of these indccuracies resulted from

lgnorance of the regulatxons or careleseness on the applicant's _part.

Ounly 10 to 20 percent of the errors were attributed to. delxberate

mxereportlng.

With cooperé?ion from USOE, private néed ana

_educational institutions, valldatlon systems were developed to check the

"truthfulness

of fxnancxal information given by parents and students. .
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1ysxs serv1ces and

Y

Different methods of . valldatton are used w1th both the Basic Grant and

. Campus Based pregrsms and these are cutlxned in this chapter.-

‘contained in thls secthg is a dlscuSSLOn ‘of the effects which

.:'\-

vslldattons have upon student awards.

Validation of BEOG Applicatioms

There'are three basic methods by ﬁhich BEOG afplicants are selecte&

for validation.

4

They are as follows:

~
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Also

5

The results indicated .

20y



g cheoabove metha&s for the ‘year 1975 thr0qgh 1978. (This data was

/f valldatlons ) . .
Y,

~ 1) '» Institutional reférrals:}‘Questionablé‘%ases are referred to the

Off;ce of Educa&ion when an institution cannot resolve them

" . L N
alone - Y €

. - ' -
) USOE Referrals: Suspicious cases are identified for the géfice'

! of Education by its psoce§§}ng contractory . . . v 5
. L o v )

* 3), Pre-established criteria cases: Applicatlons that comtain. éeta
- g@xch is. 1nd1cat1ve<?f mxsreportxng are aq‘l&atlcally flagggd
7Y for valigatiom. '~ ’ ¢

A Y \ M -
}Table 13 1 presents the number of BEOG valeatxons performed via each ‘of

']

compxled by Apg}ied Msnagement Seiences for .an- earlxer study oir BEOG .

*s
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TABLE 13,1. " NUMBER OF STUDPNTS SELECTED FOR BEOG VALIDAIIQN VIA VARIOUS ~
SELECTION METHODS:- ACADEMIC YEARS 1975-78 & .+

%

- . /
- . - .

&

—

Academic Year . & .

. 1975-76, 1976-77  1977-78

i P 3 - )

Institutional Referrals 700 . 900 * -1,0001/
USOE/ACT Referrals?/ . =~ =~ = = - - 1,400/
PresEstablished CriterYa = '1,200 6,000 . 8,000

L 2

Source: Applied Management Sciences. Validation of Student ang Parent
, Reported Data on the BaSic Grpnt Application Form. (Silver

Sprlng, MD\\ July 1978), p 12,

l/:’mtlcqmted. e '
allncluded with Institutional Referrals prior to 1977-78.
. . o - . . _ﬂ’
= | i ’
r P
-3

All three types af validation select%on procedureé esult in students
an& parents-beiﬁg sent an ;;itiil letter identifying Egi q&ta items for
whlch they must supply documentation. Such documentatidn may take the
form “of Feheral‘lncome Tax Forms (1040 or ID&OA), Ww-2 forms, or notarlzed

statementsf
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-‘\* ' RESULTS: ' INSTITUTIONAL VALIDATION PROCEDURES

BEOG validations may also be performed by the institutions. Mast »
institutional va;idazion‘proéedures involve sorrce documentation of the

reported data. Table 13.2 presents data colle¢ted from the institutions

“4n this study, detailing the percentage of institutions that utiiize the

most commion validation pfacg}ces. , ' ,
., .TABLE 13.2: PERCENT OF INSPITUTIONS USING SELECTED PROCEDURES TO
. . VYALIDATE BEQG APPLICATION DATA: ACADEMIC YEARS 1977-78
- e ~AND 1978-791/ . : '
\r. \", “ ’ ) - ) *
o S .+ 1977-718 . 1978-79
Compare BEOGLagplicaEions e . : . .
. with other financial aid 5 - . 68 ' 71

/ applications submitted - : )
* by students - -

. v .
" Require IRS'1040 tax return ,
forms : L 56 77
Réquire documentation of _ : ~
nontaxable income 35 49
 Require documentation of v ‘
dependency status, - 32 : 52
' Other procedures to ‘ :
- validate data items - : 13 ' 22
BEOG applications are not y
validateqd _ 24 10
- f Institgtile Reporting - - éfkﬁ; . 167
RV . 7 '
Source: Inst}t"tional Site Visit Survey. i
lfPergeq;sge& reflect the multiple response potential of the question
/ and are based on the number of respondents.

3

-
-

' The data presented in Table ¥3.2 indicates that BEOG validatiom is

SR becoming a progressively more common as weéll as a more detailed.

»
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practlce. Validations were performed at a'significsntly"hiéher rate
during the 1978-1979 academic year as compared to that of 1977- 1978 The
greatest 1ncreeses in the validation of specific items Qccur:ed in .
relation to inc;;é soutces (both tatable and nontaxable) and dependency
btatus. In practxce, theése are the factors whith will potentially have

-

- the greatht bearing on the resulting Student Eligibility Iddex (SEI)

. As of
reported’ that they do not validate BEOG sppllcataons. While this is a

he 1978-1979 academlc year, 10 percent of’ the institutions

 marked improvement ovpr the 24 percent whlch did not valldate for the

1977-78 perlcd, it is still a rather hxgh Ievel of deviation from USOE
standards of practice. The "other" validation practices identified by
institutions included: requesting letters signed by parents attesting to

the accuracy of certain information; requesting other .unspecified forms

" of documentatxon, and schedullng conferences with students. Some other

institutions summed up their practlces by Teporting that they acted

total compliance wlth the USOE validation manual:
. o ¢ h ) . < -
= - : - -
If the vglidation of a student¥s application reveals the presence of

'invalid data, various methods can-be employed by institutions to correet
L] .
thxs information. AS indicated‘in Tab&e 13 3, .the most common means used -

is’ the personal interview. By 31tt1ng down wlth The student on a
onéwtowgne basis, the aid officer can attampt to correct all quastionable
datau&;Q@as'procedure can best ensure that the student s BEOG awadrd is
procesSe& without undueé delay and that the aid office does not
Lnsdvertantly overaward the student. .Some 1nst1tutxg;s rely on USQOE to
;reconcile validation- questions aftar "the student has been given the

opportunlty to correct the data. Other procedures, such as contacting

\

- \\

e

parents dxri;§ly, are also used.

Addxtxonally, table 13.3 dxsplays an indrease in theguse of student

-

,appoxntments to correct invalid data (77% to 89%). A notable decrease is

shown in.the number of institutions that ?o not attempt to correct thig

»

" data. (162 to 5%). | - : .

13.4



IABLE 13.3: ~ PERGENT -OF INSTiTUTIONS USING SELECTED PRACTICES TO /
_ CORRECT INVALID DATA ITEMS ON BEOG APPLICATIONS: ACADENIC
. YEARS 1977-78 AND 1978-791/ :

. 1977-78 - 1978-79 , .

Schedule appoxntments with students, ‘ _
. assist them in correctxng the dats, 77 3 . 89
and have them re-sx§n their SERs

Refer ,to USCE after giving students

thé“bpporQuniCy to. correct the data 23 ' 25
Other procedureg are used to correct -
invalid BEOG data, - . 14 . Co- 17
»

Institution uses no procedure to X o
. corsect invalid BEOG data % - 16 ) 5 .

. A

hInstitutions Reporting: 158 : 163

Y

Source: Institutional Site Nisit'gzrvey.

1/percentagey reflect the multiple responsé potential of the question
and gre based on the number of ‘respéndents. - . Coa

-

&

! o Validation of Campus Based Applications - - | ; ~\
. \

» . 3
Due to the centrallzed processxng of Basic Grsﬁts, usog_has been able .
"to take major steps to ensurg the proper valxdatlon of student ‘and patent

.

- reyorted application data. However, the valldatxon of Campus Bd&ed ald T
~ appllcatlons wust be hsndled at the" xns:xtutlonal level. .As Taﬁ&e 13.4 '
Lllustrates, most institutions emplé; Sne or more methods to validate
data repdrted on Campus Based appllcatxons. These procedures are similar

to those used for BEOG valldations._ The heavy rellance on comparing

various documents in a studens s . Eile and requesting proper documentatxon
are repeated here. " The table alsn demonstrates that there has been a . R

general trend towards 1ncreasxng'valzdatxon procedures in all categories S

L . [N

. . .
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from the 19-7.-78 academic .year to t:he 1978-79 academlc year. A decreqse .

. in the number of schools that do not validate Campus Based appllcatxons ~ & f;

is also apparenc.A ¢ o Y

1N

.TABLE 13.4: PERCENT OF INSTITUTIONS USING SELECTED PROCEDURES TO VALIDATE
' 'DATA ITEMS ON CAMPUS BASED AID APPLICATIONS: ACADEMIC YEARS

: 1977-78 AND 1978-791/ - , C s
. o . S 1977-78 1978~79 ’
- . : i . - . -
Compare Campus Based applications - , T
with other financial a;d applications " 69 ! . 72 \
Submitted by students ° . ' o o
. !I;Requxre IRS 1040 tax retdrn.form 67 ‘ .78 . .
. PR : ) , . . [
Require documentation of dependency 44 . 53
Requlre dccumentatlon df nontexable ‘ S
xncome‘ ot _ 40 ! 47 .. .
Other — SRS \ 18 " 22 5
Campus ‘Based appllcabxous are not « . : e
validated - - 15 -9 ) T
S ‘ Instit@tions Reporting - ' - 144 N ' 148 / R
¢ g ‘Source: Instztutlonal Site Visit Survey. - . , )

- . and are based on the number of respaondents. . } .
. R B

<

’Iffercentage reflect the‘mnltlple reeponse poten:ial ef'ths queet;on. Lo

o : ' . As dxsplayed in Table 3. 5, 1ns:1tut19§s wh&ch attempt to correct.“
analid dats on Campus Besed applxcatxons are most likely to make these, \
eorr&ec;Qns after eﬁemlnlng suppotrting flnancxafwdocumentatlon.' The e'yﬁf”

_ * 6f. personal 1nte:v1ews to discyds®the data \n question is aqgther -

“3§T‘.'pfocedure commoelz eﬁploﬁed.' Thege interviews ar;.EOnducteé by fieancial

© o aid officers with students or parents. ‘Some of the "other" resgoeses'

N
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- : TABLE 13.5 PERCENT OF IN TITUTIQNS USING SELECTEb PROCEDURES TO CORRECT
* 'y K . . INVALID DATA ITEMS ON CAMPUS BASED APPLICATIONS: ACA MIC
. K - ' YEARS 1977-78 AND 1978- 79 . , v '
v . .
| ‘?:’ . = . Bl ' * ) ‘;. - ’ :
— e C ] . 1977-7§J 1978-79
,,.". w7 .
‘Use ‘documentation. (e.g., 1040 forms) -
- T to make correctlons and recompu§ms ' 47 o 49
) awards v _ . N ) !
. ~Interview with student or parests 36 S 38
T None/haven t had to correct data ‘ 14 I
. Other procedures 3 pooeT T
Institutions Reporting: 164 f 161
: §ource: Institutional Site Visit Survey. - -5’.*"‘ . : )

given by Lnstxtutxows include: ”refer to OE"; "have tudent co@plete,

,

new ébplxcatlon"' -and take approprzate action on a ase-by-cahe The /,

results also dlsplay a decrease in the number of institutions uot

< '
correctlng lnvalld data on Campus Based appllcatlons‘ '

s -

- Thd¥Valxdatxon Rrocess and The Student’

.

ot bt .

) I

- It can be noted fro? the responses glven on the Student Questlonnaxre

" that only 4.2 perceat of the students repdrted that their 1978479 BEOG‘@V

8pp1%88t10;§ were valxdated. Oﬁ the average, dependent studenﬁs reported

T Y N that thé& spent an average of 13:7 hours in providing the' requqeted

. \/’documentatlou to verxfy 14?prmatxan reparted on the SER, while '
independent students reported tﬁat they spéﬁt an average of .12. r houts.

bt s A

4

& -

J% From the totals in Tdble .6, it can be noted th§t more th?

- one~half (58. 3%) of the validated students did not exgerience aichange in
‘“ their BEOG aid awards. Another H.1 percent ‘of the students sa their
awardd increased while 12.6 percent saw a decrease.\ In 81l but 2-year )
private 1ns§1tut¥ons, any change in the, award amount was more- a it to be

«
3

an 1ntcease rather than gidecrease.

. i
- et . . : o
/,‘ . .. '
. . L ‘e €, .
. ) .
. . .
.
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TABLE 13.6: ESTIMATED EFFECT ON BEOG AWARDS AS A RESULT OF VALIDATION, BY
_ INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79

-

: e
. - vy Al
[ N
. .
N

AW N, )
ALL Institutional Level and Control
~ 3 . . : '
_ SCHOOLS, - 4-Year 4-Year 2-Year  2-Year ‘Propri-
~ Public  Private Publi¢ Private etary
No Change ' - 58.3 ‘%J 0 ' 54.2 54.6 60.2 ' 43.5
8 28,2 .
Award Increased  29.1 26 Y 29.0 24.3 19.2 3.5
Avard Decréased 12.6 6.7 ~ 16.8 21,1 20.6  22.0
‘ _ \ . = — :
Source: Student Survey. o \\\

As can be seen in Table 13 7, lower income dependent studerits are
more llkely to have thexr _BEOG awards xncreagsd while higher income
dependent, students generally experiénce {0 chahge or a decrease in their
awards after valldatlon. When validafing the BEGG applications of
independent students, the greatest\hajorxty of these students: (55%) do
not experlence a change in their awards .. Slxghtly more than one-quarter
(26%) have their awards anreased wwi}e a somewhat smaller number (182) ° -

haq; experzenced a decrease in their award.

From the results presented in Tables 13.6 and 13 7, it appears that
the process of validating Basyc Grant’ applxcatlons has not resulted in

punxtxve actions (e.g., reduced awards) being taken against Iarge

~ Wumbers of gtudents. This process has app&rently ‘served to ensure that .

the distribution of Basi¢ Granmt dollars 3cc%rately reflects thé financial
(3 .

neeg of the appligant pool.

-~

SUMMARY
/!

Valldatlons are performed to check the "trutﬁfulness of information
provided on. axd appILC3t10ns: The vblxdatxpn of BEOG and Campus Based

appllcgthons.most often require sqprce documentation of the data

e & Y

b ™~
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TABLE 13.7: ESTIMATED EFFECT ON BEOG AWARDS AS A RESULT OF VALIDATION BY
+ - PARENTAL INCOME LEVEL: ACADEMIC YEAR 197S 79. )

¢
R ' i Award { “Award
' | No Change Increased ;  Decreased
Dépendents . ; .
| $0-$5,999 - T 65.3 31,9 - : ~ 2.8.
$6,000~$11,999 ' 52.1 . 37.0 | 10.9
$12,000~$17,999 ’ 65.7 22,7 ‘11.6
- $18,000-$24,999 | 73.4 C &S 23,1
$25,000 or more ' . 81.5 2.9 ° 15.6
Independents o 55.4 26.3 . 18.3
. - \ . ~ -
Sdﬁ?ce:_f Stﬁdept, Survey. : N ..

reported. This documentation is frequently obtained either from other
financial aid applications c'émpleted by the student or from tax forms.
Of those students whose'awarch\level is changed aftér validation, the {
majonty experlence an increase rather than a decrease in thexr award.
‘levels.~ This is especially the case for mdepende‘nt students &nd. for_

dependents w1th fmlly mcomes less than $18 000.. % - o o

—j The vahdatmn< of student reported data has’ becqge an area efu
increasing concern for USOE and for many institutions, - &he recent

s efforts which USOE has embarked on in order }Q\\rerlfy information
reported _.on applications foW Basic Grant awards,-as evidenced by the

" increasing number of Federal validations performed, is indicative of the
'emphésis which~ is beihg pi\ced on this asp’e‘ct of thé aid pr&cesﬁé. |
Regardxng ellglbxhty for the Campus Based progra;ns, it will be the

1nst1tntlon s respons:.blhty to- perfom thelr own” validation Qrocedures. :

If they chose to :.gnore the USOE initdiative which enaure that student

reported 1nfomatmn is accurate, schools w111 risk Fedetal sanctions.
s N

\
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APPENDIX A -
— MAJOR PROJECT DELIVERABLES . ’
' ’ ' -

<~

t
Stage I Final Report. Volume I: Federal Management Practices
- L4
\

Stage I Final Report. Volume II: . Funding History and the
- . Overall Achievement of Program
NGoals S

‘ A
Stage I Final Report. Volume III: Rngonal Office Procedures

Stage I Final Report. Volume IV: BEOQOG Simulation Study

Support1ng Statement for the Request for QMB Clearance and Data
Collection Instruments: Site- Visit Study

Interviewer's Training Manual ) .
- \ .

Editor's Manual - . . ' .j

Supporting Statement for the Request for OMB Clearance and Data
Collection Instrument: Mail Survey of Institutionms

.Site Visit Report

Data Processing and File Documentation Regport for the Student

Survey ! , .

Sample Design, Yield, and Bias Report for the Student: Survey

LN

-

Yield Report for the Imstitutional Mail Survey

¥

Data Processing and File Documentation Report for the Mail
Survey of Institutiomns

Study of the Impact of the Middle Income Student Assistance Act

(MISAA) '
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APPENDIX B

THE CURRENT FINANCIAL AID PROGRAMS ADMINISTERED
' BY THE U.S. OFFICE WUCATION

As diséuss;d in Chapter 2, Congress has established witﬁin the U.S.
Office of Educatxon (USOE) a variety, of student aid programs to -remove
the economic barrlers to attendance at postsecondary 1nst1tutxons for
persdﬁs from ali classes of society who have the ablllty and desire to

beneflt from such education. To accomplish this ob;ectxve, the Federali

-

government offers three types of financial aid through - five programs, all
of which are based so&ely on*the student's financial condltlon and are
without regard to race, .sex, his/her schelastic abillﬁy, desired course

of study, ebc. These prbgramsigf financial aid are divided into three

,typ§§r\ - : ey - -
) . x-. , o

(1) Loans: funds which a student borrows and repays after
‘graduation or termination; including, .

.a) National Dinpect Student Loan (NDSL),
b) Federal Insgied Student Loan (FISL) or State Insured
Student Loans (collectively known -as the Guaranteed
Student Loan program); . i '
«{(2) Grants (or nonreturnable aid): funds which are gift assxstance
and need not be repaid; anludlng, : i -

<

-

a) Basic Educational Opportunity Grant (BEOG), .“.
_b) Suppleméhtal Educational Opportunity Grant (SE0G); and
(3) Work: a program in which the student may earn a portion of
his/her educational costs while attending school, namely, the.
College Work-Study (CWS) program. : .
o_\_‘\\ . ‘\.
Programs of Federal studegt financial aid vary as to the degree of

direct responsibility the institutional aid administrator must assume.
Those programs for which the institution has considerably more control

Opportunity Grant,

and igations—~namely, the Supplemental Educationa
2§, W

the Na Lcnal Dﬂxgct Student Loan, and the College Work-Rtudy programs--

have tradltlonalfy been calQFi Campus Based or Instltutio

\v\x Ve
s;gnxfy th;s ‘greater involvdment. They are different from the BEOG

program undég,mhlch students apply dlrectlyrt@ the Office of Education

pi 2
v,

ey
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l}

: &
postsecondary education.
L )

eligibility requirements have bee&\fulfilled.

\ ; .
LY -
i ¥
for an entitlement which,can then be carri&d to any school of Ttheir *

_

choice.™ fhe amount of the grant is outside the control of the finangial
aid offieer. | . . \ : .
31/ oo
—

The BEOG program was athprieed under Swbpart 1 of Part A of T%Ele Iv

a. The Basic Educatxonal Opportunity Grant Program (BEOG

]

of the Higher Education Act of 1965, as amended by the Educagjonm

~ Amendments of 1%72 and 1976. 1Its purpose is to provide eligible students

- y . o~ - . * . ‘
yrth a '"foundation of financial aid to help defray the.costs of
n2/ %It is an entitlement program by whichl a

student has the legal right to recgfvé a gragt 1f el} application and

~

-—

' The Basic Educational Opportunity Grant program 15y the newest of the

Federal student flnanCLal aid programs and is desrgned to provxde a

."floor upon whlph other'flnanCLal aid programs are built. Unlike the

Vatioﬁal Difect étudent Loan, College Work-Study, and Supplemental

Educatlonal Opportunlty Grant Programs, there 1is no institutional:

.allocatlon process. Rather, the 1nst1tut19n.rece1ves the total amount

.

needed to fund all eligible students in attendance. Students may apply
eirher by completing a USOE Basic®Grant application, ar by indjicating on
the ACT, CSS, Sta;é of Pennsylvania, or-Stare of New Jersey student aid
forms their.eesire to have the data forwarded to the central processor in
Iowa City where a nationally uniform for?ula, appr;veé annually by
Congress, is utilized. The result of this analysis is not subject to any

dlscretlonary latltude on the part of the financial aid officer, wﬂéﬁrmst

merely apply the .result to a Payment Schedule based upen the student's

cost of attendance (as defined by BEOG), and his/her enrollment. status
(half, three-quarter or full-time) and finally adjust it if the program
is legs than eight months in length or crosses the award period (7/1
through 6/30). Funds are normally disbursed through the institution, but

a school may elect to-have USQCE make payments directly to the student.
. > . :

L 3 . . o .
1/ The material provided here has been extracted from the Financial Aid
Tool Kit, developed by Ms. Alice Diamond for the National Association

of Trade and Technical Schools. <y )

E/ Basic Grant Handbook, 1977-78, p. 1-1. '

-2
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(See below, the Alternate Disbursement System (ADS).) The following is a

summary of -the major program characteristics:

Type of Aid: Nonrepayable gift assistance applied for directly
through the Federal government.

s

Minimum and Maximum: During academic year 1978-79, BEOG scheduled /

awards ranged from $200 to $1,600 (e g., for the academic year
1979-80 the maximum BEOG award was ralsed to $1, 800). The rangé may

‘vary yearly dependlng upon Congressional approvgl of funds. The

Basic Educational Opportunity Grant is awarded by award period
(July 1 through June 30th), rather than by the student's academic

.program, as is the case in Campus Based programs. If a student's

academic year crosses the government's award period, it is nedessary
to file two applications--one for .the period caverlng the remainder
in the first award period, and the next for the ensulng award period.

Cumulative Awards: Normally, a student méy receive BEQOG for no more ‘T
than four academic years. -The exception to this is in the case of
courses which arg designed to extend for. five years, or where

remedial coursewqgk necessitates one additional year. If the student
has been attending’ parttime, and thus receiving reduced benefits, his -

-period of entitlement will be proportionately extended so as to altlow

a maximum of four (or five, if applicable) full "Scheduled Awards."

“The BEOC\pgggram monitors the number of periods of eligibility used

by each student. Students who have less than a full year of

eligibility remaining will have this noted on their Student
Eligibility Reports (SER). The imstitution should check this

information to assure that no awards are made to students whose )
eligibility has expired.

Institutional Eligibility: In order to Part1c1pate in the BEOG
program, an institution must be certified as eligible by the Division
of Eligibility and Agency Evaluation in the U.S. Office of

Educatiaon, If the institution elects to disburse funds directly to
the student (as do most institytions), an "Agreement Covering c
Institutional Participation in Programs of Student Financial
Assistance' must be signed before funds will be authorized. 1Ia
contrast to the Campus Based programs, no time lag between
determination of institutional EILglblllty and student partlclpatton
is necessary. Students enrolled in institutions which Become
eligible during a given award period may receive their full
entitlement for the year even if the eligibility determination and
receipt of BEQG authorization are not received until late in the year.

Program Eligibility: Within an institution's course offefingéf
certain programs may be designated as eligible, whereas others may be -
declared ineligible: This relates to the length’ of the course and

\



whether ¢ high school diploma or recognized equivalent 1s required of
regular students. In addition to the program eligibility require-
ments outlined below for CWS, NDSL, d SEOG, to be eligible under
BEOG, a program must lead to a degre:nsb\gertificate in, @ recognized
occupatlon. '

Student Eligibilitv: Finally, student eligibility must be
determined. In order to teceive a BEOG, a student must: T »

-~

1. be a U.S. citizen or gational of the-United States, or a
resident of the United States for other tham temporary purpeses,
as evidenced by an I-151 visa (permament or resident alien card);

2. be enrolled in an eligible program in an eligible institution;

I
\\\3. " be enrolled at least half time (12 clock hours per week).
- Awards for students who are enrolled at least half time, but
less than full time (24 clock hours), are proportionately
reduced undex” this program; -
; :

4, be making satisfactory progress in his/her course of study;
*

- 5. not be in default on a loan obtained for attendance at the

institution or owe a refund on a grant received at the
. o institution; :

-

6. be an undérgraduate. If a student has received a bachelor's
o . degree from another institution, he/she is ineligible to recefve
’ a BEOG despite the fact that the current level of training

ursued is at the undergraduate level or thatsthe previous
institution was ineligiblesj \

: - démonstrate f;nancxal need by means of the BEOG applxcatxon.

Student Application Process: The student obtains either a BEOG

T application, the American College Testing application (Family
Financial Statement-—the FFS), the College Scholarship Service . Y,
application (Financial Aid .Form—--the FAF), or if eligible to do so in
the States of New Jersey or Pennsylvania, the appropriate state
financial data collection forms. ACT; CSS, and the States of New
Jersey and Pennsylvania have entered into contracts with the U.S. p
Office of Education to frarmsmit the data received to the USOE ({
processor for calculidtion. This system, called multiple.data entry,
is a boon to students and parents as it means that only a single form
need be completed to determine ellglbllxty to receive both Campus
Based aid and/or BEQG.

After the applféation is completed, the student submits it either to
th& need analysis servicer being utilized (e.g., AGT or CSS), or to
BEO§ in Iowa City if the regular BEOG application has been used.

.
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The processing‘center, based upon a formula approved by Congress,

calculates the student's Eligibility Index and comnunicates this °
dx{\?tly to the student's home via a Student Eligibility Repott (SER).

The student submits his/her SER to the institution he/she plans to
Attend where the scheduled award is calculated based upon the BEOG
cost allowances for the school, the student's Eligibility Index, and
the Paymenc Schedule. Awards are further adjusted for less than
full- ume attendance and for academic periods less than nine months
in 1 gth

The institution requests from the DHEW Federal Financing Systems
(DEAFS) via the Monthly Cash Request Form, an amount of cash
suéficjent to award first payments to those students starting classes’
during the month, as well as for subsequent disburiements for those
students now qualifying for a subsequent payment.

L]

. -
The institution disburses the award to the student pither by check or

by credit to the student's account. In the latter case, a signed
receipt or schedule of anticipated disbursements must be obtained
from the student. The student must also sign an affidavit attesting
to the fact that Federal aid dollars which he/she receives will be
used for educational purboses.

Validation of USOE Selected Sample: Im addition to the routine
review which was always encouraged for financial aid officers with
respect to a student sample selected by USOE, institutions will now
be required to verify certain data elements before any disbursement
of funds is made. This sample of 200,000 applicants will be selected
primarily oa the basis of criteria lndxcaCLng a high probability of
questionablé data. A student so selected will have his/her SER
"flagged" by an asterisk next to the eligibility index in the final
award section. Additionally, the student will receive an
accompanying letter and Validation Form with the SER. All subsequent
application corrections made by the stuadent .during the year will also -
be flagged.

-

Award Di§burse32nt:’ Payments must be e in equal amounts each’
semester) trimester, oryguarter if the institution utilizes such
academic units. TIf the §chool does not have such divisions, at least
two disbursements must be made per year: once at the beginning and
then again no earlier than the midpoint of the portion of the

" student's academic training falling in that award period.

The Alternate Disbursement System (ADS): The Alternate Disbursement
System provides payments to eligible stpdents enrolled at eligible
institutions which do not wish to disburse payments directly to

students. -
- { . £
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Under- the A system, a student: completes Part A of a "second-stage" ;
applxcatxonq?bﬂ Form 304) and than submitg it to the institution for :
certification. Copies of this completed torm and the SER are then v
mailed back to the BEOG processor. After @LOCLSSLRQ, a Treasury
check for the first payment will be mailed, along with instructidns
for applying for subsequent payments (via the Form .304-1).

. t
Application Deadlines: Applications for awards to cover the - 1978-79
school year must have' been received by the processor no later than
= March 15, 1979. This was also the deadline for receipt of
Supplemental Forms. Corrections to previously processed applications
must have been received by May 5. The exception to this is in cases
selected for validation.. ' '

LS

Institutional Reporting Requirements: Two types of institutional
reports are required under the PEOG program:

T

A.  The Progress Report

A report submitted three times a year (November 15,

March 15, and July 15) which assesses current expenditures
in order to determine if the institution's authorization®
should be raised or lowered.

\

B. The Student Validation Ro§ter

An end-of-yedr report which reconciles fiscal accounts and ;
gives a per-student reporting of expenditures. .

b, The Supplemental Educational Opéortunity Grant (SEOG) Program -

The Supplemental Edulational Opportunity Grant p;ogr;m (SEOG) is the
current name kor the Educational Opportunity Grant program which was
authorized by Title iV, Part A, of the Higher Education Act 05'1965 (P.L.
82-329), as amended. *

The purpose of the . SEQOG program is to provide supplemental zrants to

assist qualified students who, for lack of financial means, would be

P

unable to obtain the benefits of postsecondary education without such a
. La
grant.
'

Type of Aid: Nonrepayable gift assistance for the exceptionally
" needy student. '
L ]
Minimum and Maximum: SEOGCs range from $200 to $1,500 for an academic
yearz If the period for which the award is bemng made 1is less than 8
montis or 900 clock hours, the applicable minimum add maximum are

.
O
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prOportionateiyjreduced. For example, if a student is enrolled in a
six-month ‘course with 600 clock hours, the minimum SEOG that could be
received would be $150, and the maximum would be $1,125,

Cumulative Awards: There is also a maximum cumulative SEOG award of
$4,000. Thus, if a student has received SEOG at another schobly the
institution must correspond with the other. Lnstltutlon to learn the

etact amount of the previous award

¢

~

i

Institutional Eligibiiitg: In order to participate in the SEOG
program, an institution must be certified as eligible by the Division
of Eligibility and Agency Evaluation of the U.S. 0ffice of Education.

Program Elipibility: Within the school's course offerlpgs, certain
programs may be designated as eligible, whereas others may be
declared ineligible. To be -an eligible program under SEOG, a course
must be 6 months and 600 clock hours in length and, if a proprletary
school, must admit as regular students only persons with a high
school diploma or recognized equlvalency or, if a public or other
nonprofit school, admit only students beyond the compulsory age of
school attendance who can benefit from a postsecondary program.

Student Eligibility: Finally, student eligibility must be
determined. In order to receive.an SEOG, a student must:

.

l. be aU.S. c1tlzen, a resident of ‘the Trust Territories of the
Pacific, or in the United States for other than temporary

« purposes, as evidenced by an I-151 visa (permanent or resident.
alien card);

2. be enrolled at least half time (12 clock hours per week). A
clock hour is defined:as a 50— to 60-m1nute class, lecture,
recitation, faculty superv1sed laboratory, shop traxnlng, or

int'ernship;
x

3.  be making satisfactory -progress toward a degree or.certificate
and be in good standing according to institutional standards;

~ -

4. not be in default on a loa§'rece1ved for attendance at the
institution or owé a refund on a grant received at the school;

5.  be of "exceptional” financial need. Exceptional financial need

is defined ss having a family contribution of less than one—half
of the total costs associated with attendamce at the institution.

>
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. ) Example: S o : \ '\\
¥ L - “
tuition and -fees - .$2,000 '
books and supplies 175
pérsonal expenses 450
' - transportation 250 :
’ room and board 1,600 4
~ - e a. ’ $!+,‘/+75
h.. family contribution $2,000

Result:  Student is eligible since family contribution (b)
is less than one~half student budget (a). 5 J-é
// 6. be unable to pursue the course of study we¥a it not for the
) SEOG. Because of the vagueness of this regulatlcn, USOE has
counseled institutions to take a common-sense. apprqach. It is
\ - - not expected that a student would be required to borrow the
‘ maximum allowable or to work an unreasomable number of hours per
week. Rather, it is expected that attempts will be made. to
provide some '"self-help"” (loan or work) in each student's
. package unless documentable justifications exist as to why this
should not be done.

7. be an undergraduate--whereas the training at the institution is
always considered to be undergraduate in nature, it must be
remembered that no student who Has already earmed a bachelor's

. degree may receive an SEO0G. Therefore, if a student has
#ﬁ&\\ - received a bachelor’s degree at another institution, he may NOT

receive an SEOG by virtue of the fact that he is once again an
undergradua:e. This is true whether or not the first school is

an eligible institution.

Method of Application:

1. For the Institution: The institution applies for these funds
annually, for all eligible students, by means of the Tripart
Application. The Tripart is normally due in mid-October for
funds beginning in July of the following year.

In order to receive funds, an institution must be déélared

w eligible by the USOE Division of E11g1b111:y and Agency

’ Evaluation by January 3lst of the year in which it will be

receiving funds. Requirements for eligibility include national
accreditation by the relevant USOE recognized accrediting body,
course entrance requirements of a high school diploma or
recognized equivalency, completion of OE Form 1059, and the

. signing of HEW Form 441, civil rights compliance.

- ’ . 8




2. ~For the Student: ' The student applies directly through the

\ imstitution for such funds. An analysis of the student's
financial need-.and the submission of various other forms are
required. ' :

SEOG '"Matching": In determining the amount of SEQG to be awarded,
the aid officer must bear in mind that a student receiving SEOG must

* also receive an equal amount of some other source or combination of
sources of eligible aid funds.

The following are-eligible sources of SEOG ' matchlng fynds':

a ~

1. College Work-Study

*

2. National Direct Student Loan “

3. Basic Educational Opportunity Grant

4. Federally Insured E&a;——ONLY.gF A SCHOOL IS A DIRECT LENDER
5. Institut{onal'empféyment‘&

6. Outside scholarships from a private oréanization

7. State scholarships or grants

8. For other types of aid (1 e., grants not from g private
?rganlzstxon or the state, and loan and work from any
source} only if the institution selects the recipient and
determines the amount of the award. .

Award Disbursement: An SEOG must be disbursed at least twice 6uring

a student's academic year. If the institution utilizes quarters or

semesters, 1t must disburse funds according to these divisions. TIf,

on the other hand, it has no such academic terms, it is required to

Y reserve at least half of the grant amount until the midpoint. No

funds shomld be disbursed until the student actually starts classes.

¢ The SEOG may be disbursed 1) as a credit to the student's account, 2)
by a check to the student which is then endorsed over to the -
institution for institutional charges, or 3) by a check to the
student for 1iving costs. If the award is disbursed as 'a credit to
‘the student's ‘account, a signed recelpt by the student must evidence
this disbursement.

In the SEOG program, a distinction 1is made between students who have
previously received SEOG, and those for whom this is the first

academic year of their award. The first-year award is called an
initial year (IY) award, with subsequent awards deemed continuing
year (CY) funds. 1In other words, a studa&t should not receive CY

I
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. funds until a full academic year has begn completed ;ﬁd a new .
application, evaluation of need, and other documents have be
collected. ¢ . . j

-«
Transfer Between SEOG and CWS: An idstitution is permitted to

transfer up to 10 percent of its highest allocation bgtween these two
programs. ‘ . P

. Repogting Requirements: In addition to the annual application for
funds (the Tripart Application), the institutiom must file a final
fiscal report on program activities. This report is normally due y

R August 15th for the vear ending June 30th.
: . - * ‘ _ Py -
Y c. The College Work-Study Program - o )

' The College Work-Study (CWS) Program was author{zed by Title IV, Part
C, of the ﬁigher Education Act of 1965 (P.L. 83-329), as émended. The
purpose of tpeécws program is to gxtend part-time employment opportu-

» nities to students who are in need of the earnings from such employment
in order to pursué'courses of study at idstithtions of'ﬁigher'education.
By subsidizing the part-time employment of needy st;dents, the program is
intended to promote the equality of gducatioﬁal opportunity at the

4

postsecondary 1evel. )

-
-

UiCér the\iollege Work-Study program, funds are provided to eligible

tions to create job, dppertunities for their students who are in

*insti

‘need of such earnings in order to attend a pcstsecondary school. In
profxt-ma&xno, private vocational schools, all employment must be work in
the public interest for public or private nonprofit off-campus agencies.
No on-campus employment is permissible at these institutioms. It must
also be noted that proprietary schools may not hire students in nonprofit
érgqnizations'which are owned or controlled by the school, or by the
corporatioh; association, partnership or individual which owns or
controls the proprietary institution. The only exception to the
prohibition against "on-campus' efnployment would be vocational schobls
which are incorporated as private, nonprofit institutions and are so

\ recognized by the Internal Revenue Service. If the institution is

incorporated as a nonprofit entity, it may employ students at the school.

¥
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The' institution is responsible for aff'phases of program
administration including selection of recipients, determination of the
awér%'.job development, gob plaeement, sﬁpervision, and maintenance of

, records. Under the‘ng“program, the Federal share of compensation. is
1lmlted to 80 pergent -ofe the gross earnings. The agency must contribute

. at least 20 percent plus €¥e employer's share of applicable taxes.
- L3 . ‘ ’( ’_/’ L] .
Type of Aid: a?éder’ally subsidized. work opportunities for needy
. § studentstwho sfect to earn a portion of their educational expenses.

Minimum and Maximum: There is no minimum or maximim award, except
that the student's need, as determined by an approved needs analysis
system, may not be exceeded, SXudents may work up to 20 hours per
week at wages set by the employer in cooperation with the school, but
not less than the applicable Federal, state, or local minimum wage.
Students may be paid subminimum wages if the employer is eligible for
an exemption from\hbe minimum wage statutes. !

Generally, a student ‘'may not work more than an average of 20 hours
pér week while classes are inm?session, averaged over the entire
enrollment period. As many as 40 hours pér week may be worked during
vacatiom perlods‘Br at other’tlmes when classes are not in session.
Howevér, an institution may permit &, student to average more than 20
houys per week (but neyer ‘more than 40 hours in a given week) if the
institution determines that the student's need is so great that it
cannot be met ffom the earnings of lower per~week hours. In this
case . documentation shou‘%d be on Mle in the student's folder.

Inst{Eu:ipnal Eligibility: In order to participate in the CWS
program, an institution must be certified as eligible by the Division
of Eligibility and Agency Evaluation of the U.S. Office of Educatiom.
Program Eligibility: Withih the school's course offeringsy certain
programs may be designated as eligible, whereas others may be

. declared ineligible. To be an eligible program under CWS, a coyrse
must be six months and 600 clock hours in length and must admit as
regular students only persons with a high school diploma or the
recognxzed equivalency.

Student Eligibility: Finally, student eligibility must be
determined. In order to receive College Work-Study, a student must:

' 1 be a U.S. citizen, a resident of the Trust Territories of the
Pacific, or in the U.S. for other than temporary purposes, as
. evidenced by an I-151 visa (permanent or resident alien card).

&
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P 2. be enrolled at least half time (a minimum of six credit hours
for college students, or 12 clock hours per week for vocational
students). A clock hour is defined as a 50- to 60-minute class,
lecture, recitatiom, faculty-supervised laboratory, shop

- training, or internship. If the school is a 2-year institution
with a summer break, the student may continue his CWS employment
during this vacation period although he is not actually enrolled.

. ¥

3. be making measurable progress towards a degree dr certificate,

and be in good standing according to institutional standards.

4,  have financial need as determined by 'a recognized needs amalysis

syétem: .

-

Method of Application:

¢

1. For the Institution: The institution applies for these funds
amually for all of its eligible students, by means of the
Tripart Application.  The Tripart is normally due in mid-October
for funds beginning in July of the following year. In order to
rceive funds, an institution must be declared eligible by the
USOCE Division of Eligibility and ‘Agency Evaluation by January
3lst of the year in which it will be receiving funds.
Requirements for eligibility include national accreditation by
the relevant USOE' recognized accrediting body, course entrance
requirements of a high school diploma or recognized equivalency,
the completion of OE Form 1059, and the signing of HEW Form 441,
civil rights compliance. o . v

4 T

géir‘ 2. For the Student: The student applias directly through the

Institution for such funds. Analysis of the student's financ¥al T
need and the submission of various other forms are required.

. Award Disbursement: Federal regulations require that students must
be paid at least monthly. However, most institutiomns find that
biweekly disbursements are preferable in meeting students' needs. It
is not acdgptable to directly credit any of the Federal portion of
the paycheck to a student's tuition account. Rather, if the student
has outstanding institutional charges, the institution must ask the
stadent to endorse all or a portion of the check.

The final concern is to assure that a student does not exceed his
earnings. Cumulative ledger cards are used for this purpose, and a

letter must be mailed to the student and supervisor when a student
approaches his CWS award. Regardless of wiether the agency or the

school is officially the employer, the school retains the

responsibility for seeing that meaningful work is being performed.
Occasional visits to the job site will provide documentation of this, .
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Job Location and Development Pr:;;ém. he Higher Education !
Amendments of 1976 provided for a speciial program by which the
institution could use a portion of its Work- ~Study authorization to
help find part-time jobs for its students. The use of the funds are
not to be limited to fipnding eligible Work-Study positidns, but
rather can be used as well for locating jobs in the private sector
for needy or nonneedy students.

Summer College Work-Study: If the institution is a 2-year program
with a summer breask, students may be employed during that vacation as
long as they have filed a statement saying they intend to reenroll in
the fall. 1If, at any time after sigding such a statement, evidence
is found that a student does not intend to: reenroll, he/she must be
terminated from his job immediately.

.

‘Students working during a summer period in whlch theydare not
enrolled must save the majority of their earningd” for the next
‘academic year. Current regulations require that after requlred taxes
.are deducted, a student's additional expenses may not exceed $300 or
20 percent- of 'gross wages, whichever is léss. Rare, well-documented
‘exceptions car be made -to increase these "costs" incident to
employment to $600 or 40 percent of gross wages, whichever is less.
-\-d‘

# Reporting Requirements: 1In addition to the annual application for
funds (the Ttipart), the institution must file a final fiscal report
on program activities. This report is normally due August 15th for
the year ending June 30th.

Transfer Between SEOG‘and CWS: An institution is permitted to

transfer up to 10 percent of its highest allocation between these two
programs. . . '

f

d. Naticnal Direct Student Loan

The National-Direct Student Loan program (NDSL) (previously known as
the National Defense Student Loan program) was.gstablished under Title II
of the National Defense Educatios Act (NDEA) of 1958 (P.L. 85-864), as
amended. The Education Amendments of 1972 (P.L. 92~328) transferred the
program from tﬂe NDEA to Part E of Title IV of the Higher Education Act
of 1965, The purpose of NDSL is to provide a loan fund at lnstltutlons.o
of higher education for the purpose of making long-tern, low-interest
loans to qualified students in need of financial assistance. . To be

eligible, the student must pursue study on at least a half-time basis.
<

-
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- Ninety percent of new capital is provided by the Federal government
with the remaining 10 percent belng contribubted by the institution. As
withh the other Tripart programs, “he full admlnggtratlon of the program,

including loam collectlon,vls the responsxbxlfty'of the institution.

An important element of qu NDSL program is 1ks revolvxng nature.

\/

- That 1is, as students repay loan obllgatlahs, these funds are redeposited
.. im the account for use by future enrollees. The revolving nature of the

*¥ ' fund also makes it pessible for the institution to carry over funds

»
. Q‘_
- e F)

across flscal years as long as the Federal funds are drawn down and

matched prlor to June 30!5 of the year in whlch they are authorized,
- Type of Aid: Long—term, low-interest loans are repaid at not less
‘ than $30 per month, beginning nine months after graduation or
. . termination of at least half time study. Annual interest 1s three
' percent of the unpaid balance once payment begins.

-

Minimum and Maximum: There {s no minimum loan. The maximum total
loan for students who have ndt yet completed two academic years of

postsecondary education is $2,500. 3
' {

Institutional Eligibility: - In order to participate in the NDSL"
program, an Iinstitution must be certified as eligible by the Division
of Eligibility and Agency Evalg#tion of the U.S. 0ffice of Education.
N
Program Eligibility: Within the school's course offerings, certain
programs may be designated as eligible, whereas oOthers may be
declared ineligible. To be wn eligible program ‘under NDSL, a course
must be 6 months and 600 clock hours in length and must, if a
proprietary school, admit as_regular students only persons with a
' high school diploma or recoé‘ized aquivalency or, .if a public or
other nonprofit school, admit only students beyond the compulsory age
of school attendance who can benefit from a postsecondary program.

Student Eligibility: Lastly, student eligibility must be
determined. In order to receive an NDSL, a student must: -
. . . NS
L. be a U.8. citizen, a resident of the Trust Territories of the
Pacific, or in the United States for other than temporary
purposes, as evidenced by an I-151 visa (permanent or resident
. alien card).

2. «~be enrolled at least half time (12 hours per week). A élock
. hour is defined as W50~ to 60-minute class, lecture,
~ recitation, faculty-supervised laboratory, shop tralnxng or
ilaternship.

32

¢
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3. be making satisfactory progress ‘toward a degree or certificate
and-Be in good standing according to-idstitutional standards.

. 4. not ¢ in default on a loan.received (GSL or FISL) for
attendance at that iastitution and not owe a refund on a Federal
grant received at that school.

S. have financial need as determined by =2 recognizéd.need analysis

system,

¢~
.

3

R

6. indicate a willingness to repay the loan. Regulatory,laaggzge
now prohibits: the making of a loan to any student who. indidates

V“\Q an unwillingness to repay.

Delinquency on a srior loan, or a .

past history of poor debt payment), may be taken as evidence of

unwillingness to repay.
X

Method .of Application

-

<

l. For the Institution: The institution applies "for these funds
. annually, for all of its elxgxble students by means of the
e Tripart is normally due in mid-October

‘ : Tripart Application. h
.o for funds beglnnlng in

of the following year. :

L]

v ’n order to receive funds, .an institution must be declaéed
~ eligible by the USOE Division of Eligibility and Agency
Evaluation by January 3lst of the year in which it will be
. receiving funds. Requirements for eligibility include national
accreditation by the relevant USOE recognized -accrediting body,
course entrance requirements of a high school dipldma_or
recognized equivalent, course length of at least 6 months and
600 clock hours, .completion of OE Form 1059, and the signing of
HEW Form 441, civil rights compliance!
Institution must match Federally received funds with a
contribution equal to at least one-ninth of the Federal dollars;
(2) the institation is responsxble for collection of the loans;
and (3) collected dollars are reloaned to other students
(without the requirement of additichal matching).

“Inwddition, (1) the

2. For the Student: The student applies dlrectly through the

institution for .such funds.

_An analygis of the student's .

financial need, a promxssory note as evidence of the
indebtedness, and‘gye,submlsSLQn of various other forms are

required.
{

NDSL Billing and Collection:

~assistance, the administration of NDSL ig far

Unlike other forms of student

money is disbursed to the student,
responsibilities have just begun at that juncture. Vatxgnai Dlrect
Student Loans are made without security, to students who are

generally unemployed, without assets, extremely mobile, ard usually

"In fact,

cm completed when the
the institution's

&
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: ' . .
without a tested credit rating. Thus, if the collection program is

to be successful, insficutions must often put forth efforts greatar
than those utllxzed in the collection of conventional loans. .Good
collection practice begins at the time the loan is made. It is'nbw
required by regulation that in addition to the "exit interview"

necessary before a student leaves school, an entrange or initial ///
interview must Be held: This session, conducted by he fin%&cial aid

B : ) icer at the time the first payment of the loan is dxsbursed,

: e §é§uld at a minimum: .

1, Enable the institution to gather vital information - about the

.  borrower. It has been found that if personal data such as
credit card ‘numbers, names of relatives, driver's license
number, etc,, are collected at this point in the aid process,
the student will tend to give more accurate information than if
asked for the s information at graduation when the purpose of

: ' such data collection is more evident.

2. Impress uéan the student that this portion of his/her aid is a

loan and must be repaid. _ - ) : ‘

3. Allow the borrower to raise questions about procedures and terms.

’ \ -~ of-the NDSL. Care should be taken to inform the student both of
[§ his/her obligation and his/her privileges,
A

n exit interview must be conducted for each borrower before leaving
school. By regulation, the institution must employ all means .at its
disposal to asgure the student's attendance at such interviews. Like
the entrance interview, the -exit interview is both a give and take .
procedure. Infqgmation on the program will be provided by the aid
officer, whereas the student will provide information useful should
’ his account become delinquent. Topics to be reviewed include:

‘

1.\ . the grace periad

2. terms of\eayment~repayment schedule

™
. . 3. billing procedures (will it be \from the institution or from a
contracted billing service?) '

L - -
4. interest, late charges - .
5.° cancellation and deferment procedires . -

. 6. acceleration without penalty provision

7. notification of address change

schedule must be retalned for prog documentation purposes.
At the school's discretion these terviews méy be conducted

A on an individual or group basis. e
_ ‘ .
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