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INTRGDUCTION

A. CONTENTS OF THIS VOLUME

This report is divided into seven chapters. The present chapter
describes the background and context of the present study, inciuding a
discussion of the policy goals of the Federal afd programs and the
specific impetus for this study. Included are discussions of the study's
research approach and methodology, a brief outline of Federal
responsibilities for financial aid, an historical summary of the
development ¢f the student aid concept, and a description of the
institutional role in student assistance.

The remaining chapters present the empirical results of the study.
Chapter 2 expiores issues of program participatfon and instftutional
financial aid office operations. The remaining chapters explore various
aspects of the role of the institution regarding informing and counseiing

- students, student need ana1ysfs, budgeting, validation, afd packagirfia,
afd disbursement, ajd monitoring, and loan managements.

B. STUDY BACKGROUND

This study is ?art of the third and final phase of the U.S. Office of
Education's (USOE)=/ assessment of the impact of Federal financial aid

L/1n May 1980 the United States Office of Education (USOE) was
reconstituted as the Oepartment of Education {ED}. In order to avoid
confusion, and to remain consistent with documents previousiy produced
under this contract, all appropriate passages in this report will refer
to USCE or to OE.




programs on postsecondary students, institutions, and state governments.
Formally entitied a "Study of the Impact of Student Financial Aid
Programs" (SISFAP), the components completed prior to this study include:

] the design of a research strategy to assess the impact of
financiai afd (SISFAP I);

the study of the impact of Federal and state financial aid
programs and poiici<s on the choice process of postsecondary-
bound students (SISFAP II, Study AJ;

the study of the way fn which labor market conditions {and
perceptions thereof) interact with educational costs and
financial aid to influence access to postsecondary education
(SISFAP II, Study 8);

the examination of the impact of financial aid on student
persistence in postsecondary education (SISFAP II, Study <); and

the relationship between Federal and state student aid programs
(SISFAP II, Study D).

This remaining component (SISFAP III) evaluates the effectiveness and
efficiency of procedures empioyed by the Federal government and
participating educational institutions to operate and isanage the Campus
Based and Basic Educational Opportunity Grant (BEOG) assistance
programs. The BEQG program, currently funded at $2.192 biliion, is the
mainstay of U.S. student aid. It is centrally administered by the U.S.
Office of Education and provides the eligible postsecondary student with
an entitlement to financial assistance which can be used at any of
thousands of approved postsecondary institutions. The amount of the
entitiement 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 prograns, on the other hand, are administered locally by the staff
of eligible institutions. These include the Suppiemental Educational
Opportunity Grant (SEQG); the National Direct Student Loan (NDSL): and
the College Work-Study {CWS) programs.

C. THE IMPETUS FOR THE STUDY

Evaluations of the Federal student aid programs, -from program
appropriations to the distribution of funds, have been mostly piecemeal
in nature. While specific components of this compiex system have been




examined at several levels of sophistication and detail, there has never
been, prior to the SISFAP project, a unified, comprehensive analysis of
the Federal government's involvement in the provision nf funds for
postsecondary students. The need for such an in-depth, broad-scope
stidy, however, did not long go unnoticed. In 1974, the National Task
Force on Student Aid Problems (otherwise known as the Keppel Task Force)
was formed to examine a compiex system that had become
"...increasingly... troublesome to the general public....“gf Its

charge was to examine the delivery system for student aid while ignoring
the broader issue of an appropriate social policy for the financing of
postsecondary education. The Task Force's recormendations were derived
in a deliberative fashion from the expertise of the various panel
members. As stated in fts Final Report, its role was to “integrate and
implement the results of many existing efforts into the broader form of a
total delivery system and then to achieve the support and backfng of the
associations and individuails who can bring them'into being.“éf In a
significant sense, the problems identified by the Task Force and its
reconmendations formed the basis for the formal evaluative effort
represented by the SISFAP studies.

D. RESEARCH OBJECTIVES

The Office of Education's interest in examining aid programs and
procedures is threefold: to evaluate the equity of the distribution of
Federal -financial assistance funds among students with similar
characteristics; 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 (nited States student
aid dollars. $pecifica1ly, the study was designed to examine:

2/Francis Keppel, National Task Force on Student Aid Problems: Final
Report (Washington, G.C.: 0U.5. office of tducation), p. 1.

3/1bid., p. 5




the relationships between program funding levels and program
objectives;

the factors influencing the decisions of institutions to
participate in the programs;

the factors affecting the ability of postsecondary institutions
to implement the programs in accordance with the nzseds of
students and the reguiations and guidelines issued by USOE;

the factors affecting the participation of students in these
programs, including counseling, consumer information,
appiication processes, need determination, and aid packaging;

the burdens and benefits of program oversight procedures (e.g.,

monitoring and validation) for both institutions and the Federal
government; and

the impact of these programs on postsecondary institutions,
particuiarly with regard to cost, changes in educational
quality, and changes in student body composition.
While this report addresses most of these areas, no attempt has been
made here to duplicate the material covered in reports previously issued

during this project. A listing of all such documents is provided in
Appendix A.

E. POLICY GOALS OF THE FEDERAL AID PROGRAMS

The student financial aid programs, established by the Congress under
Title IV of the Education Amendments of 1972 and currently undergoing
reauthorization, are the result of a great deal of debate and discussion

surrounding the- selection of a proper method of delivering financial
assistance to the students for whom it is intended. By giving
institutions the primary responsibility for the distribution of a large
portion of ihe total pool of financial aid dcilars, the Federal
government has fostered a complex series of interrelatonships. For the
Campus Based programs, the institutions are required to maintain very
specific relationships with student aid applicants and recipients, as
well as with the Federal government. The more limited role of

inst itutions participating in the BEQG program, their wealth of Campus
Based responsibilities, and the relative position of institutions within
the Federal financial aid system will all be topics of concern in this
volume,




Institutions which choose to participate in the Basic Grant and/or
Campus Based student aid programs enter into a partnership with the
Federal government. Mandates of the Congress require that institutions
and USQE to work cooperatively in order to alleviate the financial
barriers which 1imit educational opportunities in the United States.

Egual Opportunity

Above all, the goal of equal opportunity dominates both the law and
history of Federal student financfal aid legislation. The principal goal
of these programs is the removal of financial barriers which might
otherwise deter an individual from the pursuit of education or training
beyond high school. As Jonathan Fife writes in Applying the Costs of
Student Financial Aid, there are three parts to this goal:

to provide students access to a postsecondary education;

to a]1ow students’ reasonable choice, i.e., freedom to select the
particular source of this education; am

to permit retention or persistence, i.e., to enable the students
to pursue this education to its conclusion2/.
These are all distributive issues in that they deal with the ways in
which the benefits of student aid are dispersed to individuals.

For an individual to achieve equal educational opportunity, there
must first be available the access to an institution of higher
education. As stated by the Carnegie Commission in 1970, "We
favor...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.“ﬁf

-

8/30nathan 0. Fife, Applying the Goals of Student Financial Aid
{Washington, D.C.:™ American Association tor Higher tducation, 1975),
p. 1. .

§fCarnegie Commission on Higher Education, Quality and Equality:

Revised Recommendations. New Levels gf Federal Kesponsibility for
Higher tducation (New York, N.Y.: Mcaraw Hi)) Company, 1970).




Furthermore, the role of the student financial aid programs should be to
eliminate the financial barriers that prevent the attainment of such
universai access.gf As commonly interprefed, this means that aiil
students should have the opportunity to avail themselves of higher
education in accordance with their individual intelligence and
motivatfon, and shouid not be unduly hampered in this pursuit by the 1ack
of personal financial resources.

The grant programs, of which BEDG is by far the largest, attempt to
increase student access to postsecondary education by equalizing the
financial barriers faced by potential students across income levels.
Toward this end, expected family contributions from assets and income are
calcuiated, a level of student self-help js assumed, and grants are
awarded to offset diffarences in expected family contributions among

'participants.

A second way in which Federal programs encourage increased
postsecondary participation is to neutralize imperfections in capital and
empioyment markets by making "self-help" a readily available option for
the student. The GSL and NDSL programs are designed to provide a more
adequate capital market for students who otherwise have difficulty
securing an educational Joan. The College Work-Study program, by making
off- and on-campus employment avaflable to'students, is also an important
part of the self-heip strategy.

Grant-in-aid programs; such as BEDG and SE0G, and the NDSL program
base assistance levels on the cost of the college attended and,
therefore, attempt to expand the range of choice of the jow income
student to include high tuition options. The Federal programs endeavor
to increase retention by affording students the opportunity to pursue
their education to its completion.

8/The National Commission on Financing Postsecondary Education,
FinanciqgﬁPostsecondary Education_in the United States (Washington,

D.C., 1973), p. 53.




As a corollary to the goal of equal opportunity, the Federal programs
adhere t0 the concept of student sovereignty in the market for
postsecondary education, so that the choices of students, and not
institutions, are givﬁn first priority in Federal support to higher
education. While arguments have been advanced for institutional support
as a means of ensuring the survival of private schools in particular, the
Jegislation has clearly 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. A detailed description of the Federally
sponsored student financial aid programs is presented in Appendix B of
the report.

F. RESEARCH APPROACH AND METHODOLDGY

Due to the complex nature and large scope of this research project,
it was divided into three stages. Stage I included the description and
evaluation of those operational and managerial procedures which could be
analyzed using existing data sources or interviews with USOE staff, and

the development of a detailed research design for a national survey of
postsecondary institutions and students. In Stage II, this design was

impiemented using two nationally representative samples of postsecondary
institutions and a representative sample of over 20,000 randomly selected

students. Stage III of the project, which was separately funded and
recently completed, was to assess the impact of the Middle Income Student
Assistance Act (MISAA) on the distribution of student financial 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.

The first sample of postsecondary schools consisted of the 172
institutions which participated in the site visit survey. The random
sample of students used in Stages II and III was drawn from these 172
schools. The analysis of the institutional site visit data and the




student data appear in previously fssued reports.zj The second sample
of institutions consists of the 756 schools which participated in
institutional mail survey. It is the data from this second sample of
instftutions which is analyzed sin this report.

Sample Design

In order to guarantee comparability, it was essential that the
institutional samples for the site visit and mail survey be draws n an
1dentical mamner. While a detailed discussfon of the sample design can
be found elsewhere,ﬁl the sampling strategy for this study can be
easily summarized. First, a 1isting of schools, eligible to participate
in either the Basic Grant  or any of the Campus Based programs, ﬁas
compiled using available USOE data files. Next, the fnstitutfons -were
stratified, or grouped, into one of 32 separate categories defined by the
following variables:

control: public, private, proprietary;
level: 4-year or morg, 2-year or less;

participation (for proprietary schools only): BEDG only, BEOG
and Campus Based;

type of program (for proprietary schools only): cosmetology,
business, trade/technical, other;

State effort in financial aid, defined in terms of the number of
need-based programs offered (for non-profit institutfons only):

_ five or more programs, two to four programs, one or fewer
programs; .

selectivity, defined in terms of the school's average SAT/ACT
score for all entering freshmen (for 4-year schools only):
schools with averages .above the median, and those below;

sfze (for private 4-year schools only): 1,000 students or less,
over 1,000 students.

E/Applied Management Sciences, Study of Program Management Procedures
in the Campus Based and Basic Grant Programs, Final Report Volume I:
The Institutional Administration of Student Financial Aid Programs; and
Volume l]: Who Gets Financial Assistance, How Much, and Why
Summary Final Report

§/Applied Management Sciences Stgdg of Program Management Procedures in
nt Pr

tne Campus Based and Basic Gra ograms; Technical Report No. 1:
Sample Design, Student Survey Yield and Bias, November 1979.




Finally, three types of schools were deleted from this population listing
prior to the selection of the sample: those which were hospital-based
(958 schoolis); those which had been included in a study being conducted
by DHEW's Bureau of Student Financial Assistance {about 150 schools); and
those proprietary institutions about which very little information was
available in USOE data files {148) schools. The first group was excluded
since they were atypical of the universe of schools in terms of their
structure_and the types of aid offered and were not of particular policy
interest. The second group was dropped to avoid the potential for
overburdening certain respondents, and the third group was dropped
because the limited data available indicated that the schools were
marginal in the universe of postsecondary institutions.

Once the strata had been formed, the sampie of 756 institutions
desired was allocated to each group in proportion to the number in the
population falling in each stratum, except that the 4-year and 2-year
public institutions were oversampled because, though small in number,
they account for the majority of students and aid recipients. Likewise,
the proprietaries were undersampled because, though very numerous, these

profit-making schools account for a tiny fraction of all postsecondary

students. This over- and undersampling is the same as that used in
selection of the site visit sample and was done to assure comparability

with the latter. The actual selection of the sample of schools to
participate in the survey was conducted randomly within each of the 32
groups, using the sampling proportions described above. A discussion of
the stratified sampling framework comprises Appendix C of this volume.

Case Weights

Because response rates were not identical in all strata, it was
necessary to develop case weights to ensure that the respondents are
truely representative of their strata and institution types. These case
weights are used in estimating parameters for the five types of
institutions and testing for significant differences between institutions
types. A second set of weights was developed to counteract the over- and
undersampling of institution types, discussed above. This second set of




weights enable the researcher to estimate parameters for the universe of
postsecondary institutions, unweighted by enroliment shares and is used
in generating all estimates of universe parameters reported in this
volume, A discussion of the case weights may be found in Appendix 0.

The Survey Instrument

To assure comparability with the institutional site visit survey, it
was essential that similar information be collected in the two
institutional siyrveys. While the mafl survey provided many more
observations then the site visit survey, it contained fewer questions and
included only those items which were of major policy concern. This
truncated version was developed to maximize the response rate and
minimize the overa:l respondent burden.

Approximately four weeks after the mail questionnaires were sent, a
second-wave mailing, consisting of a reminder letter, was mailed to each
institution which had failed to complete and return the questionnaire.
After another four weeks had elapsed, non-responding inst itutions were
again contacted by Western Union Mailgram to encourage their cooperation,

thereby constituting the third-wave mailing.

A combination of a relatively low response rate, our perceptions of
the complexity of the questionnaire, and comments from a number of

already over-burdened financial aid officers who confirmed this view,
prompted the negessity for designing a revised instrument. Accordingly,
after another month had elapsed, an abridged version of the questionnaire
was majled to those schools which had faiied to compiete the form in

" order to facilitate their response. In addition, telephone calls were
placed to these schools to further elicit their cooperation. In the end,
601 schools responded to the long form mail questionnaire and 155
responded to the short form. Because some schools provided more complete
information than others, all empirfcal resuits reported here also show
the number of responses from which those restits are estimated.




The steps outlined above comprised the data collection phase of the
‘mail survey effort. As a result of the procedures employed, the rate of
response reached an acceptable level from which to begin anzlysis. For
additional information on mail survey data base development, the reader
is referred to previously issued reports.gf '

G. SUMMARY

This project has taken place during a major Congressional debate over
future policies and funding for these programs. Part of the function of
this study, then, has also been to serve as a source of information for
those deliberating about issues concerning student aid. The data
generated for this project have a longer-range value as well. Student
financial aid is an emergent profession, a relative newcomer among
administrative roles in higher education. The scope of activities, the
professional practices, and other major elements of the field are not
well codified. State, regional, and national associations of financial
aid officers, and others interested in this aspect of postsecondary
education are beginning to deal with this need to develop the
profession. Scattered articles and monograpvhs reflect a general
suspicion that practices are widely variable, that some aid operations
are inadequately supported, and that, in general, students do not receive
similar treatment when they apply for financial aid at different
institutions. This project provides the first unified data base for the
examination of these and related issues. It makes available a
coordinated set of information on schools, aid offices, and students, It
is the first attempt to assess, on a niational scale, the performance of
.. this.critical-part-of-the-higher—education system.—-——-—-— - —

E/Applied Management Sciences, Study of Program Management Procedures in
tne Campus Based and Basic Grant Programs, Technical Report No. 2:
Survey Yield Report for the Institutional Mail Questionnaire and
Technical Paper No. 4: Institutional Mail Survey 0P2ta Base Development
and uocumentation Report. .




The present study is part of SISFAP III. The purpose of the study is
to evaluate the effectiveness and efficiency of procedures used by
participating institutions in the operation and management of BEOG and
the Campus Based programs. Two issues are of special interest in this
study. First, do schools use those practices and procedures which best
meet the objectives of the programs and, second, is Federal financial
assistance distributed by schools in a mamer which is equitable?

The bresent study addresses these issues using data provided by the
756 schools which participated in the Institutional Mail Survey. The
same issues were addressed previously by Applied Management Sciences,
using data provided by the 172 schools which participated in the
Institutional Site Visit Survey.lg/ While the mafl survey is less
detailed than the sita visit survey, the larger sample size enables
researchers to conduct a statistical analysis which is more complex and

precise.

The data used in this study, combined with that collected in the
other institutional survey and the student survey, serve another purpose
as well since they provide much of the data and insight into
institutional dynamics needed to develop a behavioral model of the flow
of United States student aid dollars.

10/app1ied Management Sciences, Study of Program Management Procedures
in the Campus Based and Basic Grant Programs, Final Report Yolume I:
The Institutional Administration of Student Financial Afd Programs; and
VYolume {I: Who wets Financial Assistance, HOw Much, and Why? and
Sunmary Final Report
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INSTITUTIONAL PROFILE

A. INTROOUCT ION

In this chapter of the report, an overview of the institutions which
took part in the study is presented, as is the current condition and
structure of their financial aid offices. Section B examines some basic
chiracteristics of the institutions and describzs their participation
rates in the Basic Grant program and in each of the Campus 8ased
programs. Section C compares and contrasts the characteristics of
schools which participate in all the Campu: Based programs with those
that do not and examines the reasons that institutions offer for
nonparticipation. Section O provides a description of the workload of
institutional financial aid offices, and Section E characterizes
financial aid office personnel. Furthermore, the problems that
institutions encounter in recruiting and retaining professional financial
aid off icers are analyzed. Section F considers the productivity of the
financial aid staff and Section G summarizes the results of this chapter.

8. OESCRIPTION OF THE INSTITUTIONS IN THE STUOY o

Prigr t0 investigating the complexities of the operations of
institutional financial aid offices, it is important to have an gverall
picture of the institutions which are being studied. Table 2.B.1
enumerates some basic characteristics of the institutions which responded
to the mail survey questionnaire. The information presented in
Table 2,8.1 iVlustrates the utility of stratifying institutions according
to their level and control.
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TABLE 2.8.Y CONTINUED
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For the 756 schools responding to the institutional mail survey, the
mean tuition and fees was $1,548 and the mean enrollment was 2,640.
Approximately 25 percent of those enrolied were recipients of at least
one of the Campus Based or Basic Grant programs. Financial aid offices

were staffed by an average of just under five and ona-half full-time
equivalent employees. '

However, the variability of these characteristics across institution
types is striking. Table 2,B.1 shows that tuition and fees are higher at
the private schools than at their public counterparts. Given the level
of education, it costs the student over four times as much in tuition and
fees to attend a private institution as it does to attend a public
school. The tuition and fees charged by proprietary schools are similar
to those charged by 2-year private schools; they are lower than those at
4-year private schools, but higher than those charged by 2-year and
4-year pubiic institutions.

Despite the fact that the pattern displayed by tuition costs is
reversed, the sharp contrast between private and public institutions is
also present in the enroliment statistics. Four-year public institutions
have larger student bodies than ail other types of schools, and 2-year
public schools are larger in terms of enroliments than private and
proprietary .schools.

While public schools at both levels are significantly larger than
their private schooil counterparts, only 4-year pubiic schools have a
iarger number of Federal aid recipients and larger staffs to administer
the aid. However, the differences in staff sizes are not as pronounced
~"as the aid Fecipient differencés.” That is, while on average there are
between three and 14 times as many aid recipients at 4-year public
institutions as there are at other types of schools, 4.year public
schools perform their tasks with staffs that are only between two and
one-half and four times as large as the staffs at other types of
schools. This may mean that 4-year public schools have more efficient
financial aid office(r)s than do other types of institutions. This can




most likely be attributed to scale of operations rather than control.
That is, the 4-year public schools have a larger number of aid recipients
so that the financial aid officers are able to take advantage of scale
economies and employ a less than proportionate financial aid staff (i.e.,

each staff member s able to handle a larger recipient load in the larger
schoo1s).

Table 2.B.2 shows the percent of institutions participating in the
Basic Grant program and each of the Campus Based programs. All schoc’s
surveyed take part in the Basic Grant program. Participation rates in
the Campus Based programs vary across institution types. For example,
while almost all 4-year public schools participate in the College
Work-Study Program, nearly four out of every five proprietary schools do
not participate in this program. Section C of this chapter will expand
upon the characteristics of schools that do not participate in the Campus
Based programs and the reasons these schools cited for nonparticipatfon.

C. DESCRIPTION OF SCHOOLS BY PROGRAM PARTICIPATION

Table 2.C.1 lists some basic characteristics of institutions
according to program participation. Schools taking part in at least one

Campus Based program, but which do-not-participate-in-the-Gollege
Work-Study Program (CWS), charge the highest tuition and fees. The fact

s by schools not in (WS is, in part, due to the low participation rate
in C4S by proprietary schools. On average, the tuition at proprietary

schools is snmewhat greater than the mean tuition fees charged by all
schools.

~ Schools which do not partake in the National Direct Student Loan
(NDSL) program offer lower tuitions than do schools participating in ali
or none of the Campus Based programs. Program participation by level and
control of institution is less able to account for the low tuition and
fees at schools which participate in Campus Based programs other than
NDSL. This lack of an explanation by level and control of institution is
due to the relatively high rates of participation of NDSL at high cost




TABLE 2.B.2.: PERCENT OF INSTITUTIONS PARTICIPATING IN FEDERAL STUDENT AID PROGRAMS
BY LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 1/
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TABLE 2.8.2 COMTINUED
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TABLE 2.C.1: SELECTED BASIC CHARACTERISTICS OF INSTITUTIONS PARTICIPATING IN THE STUDY, BY PARTICIPATION IN CAMPUS
BASED PROGRAMS: ACADEMIC YEAR 1978-79 1/

P R aw- —aEE o omw e P IS — v . R ———

Progeom Part e lpat fon

T e w— UV

Hol bn SFOG, Dul NoL bn NIBL, Ul Nol 1o WS, it
En Al Comus- Ly Ho Campns- in Other Lanjrus - In Other Gumrs- bu Oiher Conmpus-
Based Proys Based Prowrams Dasud Proyrams Based Prags aus Baseal Frogeams

hrwmm e m . - [, s — B A A ——— A o Y o W ——— B - m e B

Hean Tullion awl Fees 2/ 51,646 (171) $1,352 (33) 51,345 (S) §usy {3u) 51,790 {4%)
Mean Enval fment 3/ 4,372 {%54) 206 (44) 1,50 (9) 1,775 (1) 34 (55)

Hean Husher of Federal Add Reclglemts 4/ 1,042 (318) & (1) 64} (4) 2N (i1) 135 (2

Moan Nushier of Fioanchal Ald DFthce
Unkers (foll-time equivalents) §/ 7.4 (512) 34 (41) 5.8 (6} 2.9 {40 5.0 {59)

" g Aty e m— - e g St = b T A T B T T - W T . - o P Y i —- o A — o B o s e kgt 4w i A e o my b
- YA A L. L T P et e i ——n a wrn— . LR . -l i B AP Bt S A, e Ly B T, Al Bt e |l BT . LA A AP . . L

§/ e wastier of Inst ltntlons veparting bs yiven b parentheshs.

20 it lon am Feus

St v WM kg MR A A A W - = ¢ W R —— . - “e . e T Y iy R S ey S

Suwrce o u.r. Mean f Ratho Ho Abl Hol
Yarial bon Syuare {erobabi1ily) ] €6 W

- E—— - WA a- w me—— - .- e osom B T L ) e ——

Uettwezen 4 6,160,602 .49 Nol F=11.8) ¥ =113}
Giaups

HWithin 136 1,542,106 (0.0}
Gromps

Tatad 510




TABLE 2.C.T CONTINUED
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and low cost four-year private and pubiic institutions, respectively, as
well as the relatively low participation rates at the somewhat higher
cost two-year private and proprietary schools and the iow cost two-year
public institutions (see Tables 2,8.1 and 2.B.2).

Significantly larger enrolliments are observed at institutions which
participate in all of the Campus Based programs than at schools which do
not participate in any of these programs. Smaller enrollments are also
characteristic of schools which seek only NDSL or CWS funding. Once
again, these enrollment differences by program participation cannot be
explained by program participation according to level and control. of
fnstitution. Not only do the large four-year public schools have high
participation rates in NDSL, but small four-year private institutions
also have high participation rates in NDSL and the relatively large
two-year public schools have relatively low participation rates in NDSL.

Table 2.C.1 shows that schools which participate in a1l Campus Based
programs have the largest number of Federal aid recipients as well as the
largest financial aid staffs. Furthermore, while nonparticipation n
NDSL or in CWS, in conjunction with participation in other Campus Based
programs, reduces the number of Federal aid recipients at a school, only
in the case of nonvarticipation in NDSL does it significantly reduce the
number of financial aid officers which schools employ to service their
recipients. Once again we see evidence of the presence of scale
economfes in the operations of financfa) aid offices.

Table 2.C.2 presents a 1ist of the reasons which institutions offered

for not-participating in the various Campus Based programs. For schools™ ™~

which do not take part in SE0G, the most common reason cited is
insufficient demand for the program by the school's students. This
explanation has a "Catch-22" aura abcut it in that one wonders how
students could be expected to know about and reguest assistance a
financial aid program that is not offered by their institution. With
respect to variation in reasons for nonparticipation across institution
types, the only significant differences are between 2-year public ~
institutions and 4-year private institutions and proprietary schools in
terms of no need to participate due to low cost.

200 39




TABLE 2.C.2.: PERCENTAGE DISTRIBUYION OF REASONS OFFERED BY INSFITUTIONS FOR NONPAIIICIPATION IN
CAMPUS BASED PROGRAMS, BY LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YCAR 1978-79 I/
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Schools which are nonparticipants in NOSL, but take part in cther
Campus Based programs, employ fewer financial aid officers than do
schools which participate in all Campus Based programs. Of those schools
which cite a reason for not taking part in the NOSL Program, nearly one
out of three institutions indicate a lack of the administrative resources
to do so. Institutions which elect to participate in the NOSL Program
must be prepared to commit sfgniffcant rescurces in order to comply with
the counseling and collection responsibilities of the program.

Table 2.C.2 demonstrates that the major reason for not participating
in CWS s the difficulty of placing students in jobs which meet the
eligibility requirements of the program. This is particularly true at
proprietary schools because these schools are not permitted to employ
students on-campus or in nonprofit organizations which are owned or
controlled by the school, or by the corporation, association, partnership
or indfvidual owning or controling the proprietary institution.

0. WORKLOAO OF FINANCIAL AIO OFF ICE STAFF

In general, the workload of an individual financial aid officer will
depend upon the overall amount of work which the aid office must
perform. For purposes of this study, the aid office workload will be
measured in terms of the number of persons counseled, the number of
student packaged for financial aid, and the number of students receiving
financial aid.

Table 2.0 shows that 4-year publi: institutions lead all other types
of institutions in terms of the mean number of students counseled, the
mean number of applicants packaged for financial aid, and the mean number
of aid recipients, both unduplicated and by program. One would expect
this to be true. of course, given that 4-year schools have the largest
enroliments. '

From Table 2.0, it appears that at non-proprietary institutions,
anywhere from 65 percent to over 95 percent of an institution's students
receive some form of counseling about financial afd, and that between 47
percent to 61 percent of an institution's students are actually packaged
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for financial aid. However, this may be misleading since some of those
counseled may be receiving financial aid counseling from more than one

institution in the course of making decisions regarding the school to
attend.

In terms of the importance of the financial aid office in assisting
the institution in achieving its goal of servicing the needs of its
students, a greater percentage of students at proprietary schools are
recipients of either Basic Grants or the aid offered by one or more of
the Campus Based programs than are the students at any other type of
institution. In addition, on average, a h,-“er percentage of the
students enrolled at 4-year institutions are recipients cf at least one
of the four Federal ajd programs under study than are students at 2-year
public institutions, emphasizing the interaction between educational cost
and the receipt of Federal assistance.

With respect to the ‘ndividual Federal aid programs, Table 2.D
.reveals that approximately one out of every five students attending a
nonproprietary school is a recipient of a Basic Grant. Slightly over
one<half the students at proprietary schools receive these awards. Of
the schools which partake in the 'Campus Based programs, a significantly
higher percentage of the students at 4.year private schools benefit from
the existence of these programs than do students at public institutions.
In 4-year private schools that participate-in the NDSL and/or the CWS
programs, nearly one-fifth of the student body receives the aid offered
by these programs. '

The implications of the higher percentage of students at 4-year
private schools being NDSL and CWS recipients than the percentage of
students receiving assistance at the public institutions are rather
interesting. Since the cost of tuition and fees to the student are
significantly higher at 4-year private schools than at the public
institutions, the utilization of these aid programs by students at 4-year
private schools appears to be one method of overcoming this cost
differential. These programs presumabiy allow students & much broader
range of choice among schoois than would have been possible without these
programs.

51
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E. CHARACTERISTICS OF AID QFFICE PERSONNEL

Distribution of Characteristics of Aid Office Personnel

The financial aid office is typically staffed by three types of
workers: professionals, peer employees, and secretarial and clerical
workers. Professionals include not only the institutional director of
financial aid, but other staff members whose responsibilities include
supervising various areas of aid office operations (e.g., management of
the College Work Study program).

In addition to the professionals, there must also be a contingent of
nonprofessionals in the financial aid office to provide the necessary
support services. The nongrofessionals can be grouped roughly into
"clerfcal” and "peer" categories. Clerical personnel are utilized to
carry out a variety of important support functions. These include
reception, typing, filing, and assorted paperwork obligations. In recent
years, nonprofessional support has also come to include data processing
personnel to cope with the necessities of computer-based Operationsfl/

A peer employee s one who is 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 personal barriers {i.e., a “generation gap") which may
exist in traditional aid office situations. Many observers of the
financial afd system have advocated the employment of peers as the most
effective way to astablish a true two-way line of communication between
the student and the financial aid office. At some schools, peer training
programs fnvolve a cooperative effort between financial aid

admin istrators 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 nature of the student
aid office{r)'s perceptions, goals, and objectives. Furthermore, an
active peer program can have a significant impact on the quality of
counse ling services.

1/1n some of the largest schools, data processing personnel have been
employed in a professional capacity or as consultants to develop and to
refine new modes of computer applications to fimancial afd.




Table 2.E.1 shows the composition of the aid.office staff by type of
worker.gf On average, 4-year public schools employ a greater number of
FAQ professionals and peer empioyees than do other types of
institutions. They also employ a larger secretarial and clerical staff
to provide support services than do all other types of schools. This, of
course, fs to be expected in that the 4-year public institutions process
a significantly greater number of applicants. The second set of figures
on Table 2.E.1 describes the percent of workers in each category who are
employed fuli-time. At each type of school, professionals and peer
empioyees are more often employed full-time that are secretarial and
clerical personnel. At public institutions, a significantly higher
percentage of professionals and peer employees are full-time members of
the aid office staff than are these same types of workers at 2-year
private and proprietary schools. This may be due to the fact that many
2-year private and proprietary institutions are too limited in their
resources to accommodate professionals whose time is entirely devoted to
financial aid responsibilities. In many instances, professonal staff may
also assume responsibility for other administrative areas, including
admissions or business functions. Additionally, aid offices at
proprietary schools utilize secretarial and clerical workers on a
significantly lower full-time basis than do public institutions.

Table 2.E.2 reve-1s that, on average, nearly seven out of every ten
full-time professional aid officers have at least two years of experience
in the aid office at their institutions. On the other hand, part-time
professional employees are much less 1ikely to be experienced aid
officers. The lack of experience on the part of less than fuli-time
professionals may be due to he part-time professional being an
administrator who is filling in on a temporary basis until a full-time
professional can be found.

ngeer employees are included with FAQ professionals since their
knowledge of the various programs is iikely to be of a technical nature.
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CONTINUED

TABLE 2.E.1
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TABLE 2.E.2: PERCENTAGE DISTRIBUTION OF WORK EXPERIENCE AT PRESENT
INSTITUTUION OF FULL-TIME AND PART-TIME FAO PROFESSIONALS,
“ 8y LEVEL AND CONTROL OF INSTITUTION: ACAOEMIC YEAR 1973-79 1/

Institutional Level and Control
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Table 2.E.3 shows that FAQ professionals and peer employees at public
instftutions receive, on average, significantly better compensation than
do their counterparts at private and proprietary schools. Four-year
publfc institutions pay secretarial and clerical employees significantly
more than do the private and proprietary schools, and 2-year public
institutions offer significantly better cumpensation to their clerical
and secretarial employees than do 4-year private institutions.

Retention and Recruitment of Aid Professfonals

Table 2,E.4 indicates that slightly under two out of every five
scheols did not have any probliem in hiring financial aid professionals.
Of those schools which claimed to have problems in hiring professionals,
the most commonly cited problems were lack of experience, low salaries,
or lack of understanding of the technical aspects of financial aid
programs. When afd offices were asked to list the areas in which they
encountered hiring problems, approximately 60 percent responded that
inexperience created recruitment difficulties, another 60 percent stated
that applicants were discouraged by low salaries, and over one-half of
the aid offices replied that applicants for professional positfons were
generally unfamiliar with the various aid programs.

Slightly over 50 percent of the institutions surveyed indicated that
their aid offices experienced problems with retaining staff. Of these
institutions, more than three out of every four schools cited low
salaries as the cause, and over 5Q percent of the fnstitutions listed the
lack of 'ong-range opportunities as presenting an obstacle to staff
retention.

Some observations are in order concerning the problems facing
institutions in recruiting and retaining professional financial aid
officers. First, the percentage of institutions experiencing a
particular recruitment or retention problem never varies significantly
across institutions; i.e., these are problems faced by al] types of
schools and in approximately the same magnitude. Second, the problem of
insufficient compensation creates not only difficulties for the financial
aid offfce in attracting professional employees, but is also a problem
for financial aid offices in retaining professional personnel.




TABLE 2.E.3: MEAN SALARIES (IN ANNUAL DOLLARS) FOR SELECTED PERSONNEL CAT-
EGORIES, BY LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR
1978-79 1/

Institutiona} Lavel and Control

4=Year 4-Year 2-Vear 2-Vear
AL Publie Private Public Private Proprietary

FAP professionals and
peer Employses 2/ 12,152 (542) 13,954 (172} 11,403 (184) ...4%2 {81) 8,382 (37) 10,359 (69}

Secretarial/
Clericai 3/ 5,802 (481) 7,149 (172) 4,976 (153} 6,575 {11) 4,846 (27 3,370 (52}

I/ The number of institutions reporting fs given in parenthesis. Oue to OMB restrictions. saiaries could
be obtained directly. Rather the total wage bill was obtained and the salary for each category was
caiculated by dividing the wage bill by the number of full-time iquivalent workers in that <ategory.

2/ FAD professionals and Pevr Empioyees

Source of 0.F.  Mean F Ratio 4-Yaar 2-Year 2-Year
fariation Square {Probability) Private Public Private  Proprietary

Betwasn 4 519,491,520 19.46 d-Year F21.68 F+29.36 Fe23.12
Groups fublic

Within 536 26,707,776 {0.00) §=Year
Groups Private

Total 540 2-Year F=40.75
Public

3/ Secretarial/Clerical

Source of B.F. Mean F Ratio 4-Year 2-Year
Yarjation Square {Probability)} Private Private  Proprietary

Sptwenn 4 129,651.184 10.07 4=Year F=32.48 Fel1.55 Fe 939
Groups Public

Within 475 12,870,602 {0.00) 4-vear Fell.47
Groups Private

Total 479




TABLE 2.£.4: PERCENT OF INSTITUTIONS GIVING SPECIFIC REASONS FOR HIRING
AND RETENTION PROSLEMS, 8y LEVEL AND CONTROL OF
INSTITUTION: ACAOEMIC YEAR 1978-79 1/

Institutional Level and Control

4-Year 4-Year 3-vear 2-fear
ALL Public Private Publiic Private Progrietary

Yo Hiring Problems 1.2 (690} 37.8 (197}  36.9 (231)  43.3 (106)  34.8 (55) 3.9 (101)

Hir ing Problems: 2/

Applicants Lack Heeded .
Academit dackground 9.4 (424) a.g (122) 7.6 {142) 6.3 (8l; 8.5 {36) 12.2 (83}

Applicants Lack
Neqded Experience 61.3 (424} 62.5 (122} 62.9 {(142) 49.4 {81) 65.0 (38) §5.1 (53)

Avplicants Lack
Needed Hanagement Skills 3/ 22.8 (424} 312 (122)  26.6 {142) 14.4 (51}  38.5 (36) 19.7 (83)

Applicants Oiscouraged .
By 3alary Ranges 62.5 (424) 63.0 (122) 63.4 {142} 57,5 (61) 58.3 (B}  63.3 (63}

Agplicants Lack Understanding
of Technical Aspects of

Financial Ald programss 52.4 (d2¢) 8.9 (122} 50.3 (142} 49.6 {61) 52.2 (36) 52.6 (63}

Applitants Lack
Interviewing/Counselfng Skills  18.7 {428) 19.6 {122}  21.8 (142} 11,3 (61) 25.1 (36) 19.4 (63}

Other 2.9 (44) 23,7 L22) 4.7 (l42) 3.3 {s1) 19.5 (38) 16.0 {s1)
Mo Retention problems 4/ 48.1 (700} 39.2 (198)  42.5 (234}  s6.1 (107}  38.1 {S%) 51.2 (106
Retention Problems: 5/

Insufficient Salary Scales 77.5 (386}  78.3 (1N 9.5 {134) 317 (48)  71l.a (34} 74.2 (81)

{nsufficient _
Long-Range Opportunities 66.1 (386} 6*.3 (119)  61.8 {13¢4) 640 (48) 50.2 (NH) 58.1 (51)

Other 18.3 {386) 16.4 (119} 20.2 (134) 2.8 (48} 17.9 (3¢} 1.0 {51) .

1/ Fne number of institutions repdrting is given in parenthesis. Column sums 2xcesd 100% due to the possibflity of
aultiple responses.

2/ Sampie is restricted to schools ¢laiming to_have at least one problem in hiring professional staff.
3/ Applicants ' ack Keeded Management Skiils

[

Source of 0.f. Mean F Ratio
Variation Square {Probability)

Between .49 2.36
Groups

Within .19
Groups

Fotal




TABLE 2.E.4 CONTINUED

3/ No Retention Propiems

F Ratlo 4-Year 2-Year 2-Year

Source of D.f. Mean
Private Pubiic Private Proprietary

‘tartation Sauare (Probability)

Setwesn 0.70 2.86 4-Year F28,03
Groups Public

Within {0.02)
Groups

Total

5/ sapie is restricted to Schools claiming io have at least cne probiem iIn retaining professional staff.
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TABLE 2.£.5: PERCENTAGE OF INSTITUTIONS USING VARIOUS SELECTION CRITERIA IN HIRING
FINANCIAL AID PROFESSIONALS, BY LEVEL AND CONTROL OF INSTITUTION:
ACADEMIC YEAR 1978-79 1/

LI T ————————— —

{ast itut fonz) Level aml Control

—aam -— R —

4-Year 4-Year 2-Year 2-Year

ALl Public Private Public Private Progrietary
Acalemic Background 18.9 (424) 5.0 (202) 47.9 {237) 44.1 (107) 51.4 (50) 49.5 {108}
Prior Experlence M.6 (714)  06.9 (203) 2.8 (40) 821 (106)  @s.8 (50) 06.3 {107)
Hanagement Skiils 70.6 (710)  74.5 (200)  70.6 (239) 69.2 {(104)  74.5 (58) 70.3 {1uB)
Salary Range LA (26t) 6.8 (2000 306 (236) 370 (99) 2.4 (58)  27.3 (lca)
Understanding of Jechnical
Aspects of F faanctal
Ald Programs 5.2 (717} 837 (204) 05.5 (212) 90.6 {104) 87.6 (50) #2.6 {109)
Knowicdge of faterviewlng .
and Counselfng rechniques 66.7 (709} 63.4 {202) 69.7 (238) 0.8 (102)  67.2 (50) §3.7 (109)
Olher 8.1 {715) 6.2 {203) 7.9 {(241) 9.5 {103) 9.6 {59) 7 8 {109)

—— |

I ———————

1/ rercentages ref lect the maYtiple réspunse potential of Lhe quest fon.  Ihe ounher of fost Stutlons reporting fs
given ¥a parenthesis,

€2




The problems that institutions face in their attempt to hire
experienced and knowledgeable professional aid officers are magnified by
the facts that prior experience and an understanding of the technical
aspects of financial aid programs are the two criteria that institutions
most often used when hiring financial aid professionals, as Table 2.E.5
indicates. Interestingly enough, the percentage of institutions listing
salary range as a criterion in hiring professional staff is much lower
than the percentage of institutions which 1ist salaries as a hiring
problem. The only p2ssible resolution of what otherwise seems to be a
contradiction is that many of the institutions which state that salary
range is used as one of the criteria in hiring profecsionals must offer
salaries which inhibit their ability to actual”™ hire professional
financial office officers. In the vast majori.y of cases, though, this
is an area over which the aid office has little or no control. Salary
levels are usually set by members of the institutional leadership.

F. OFFICE STAFF PROQUCTIVITY

Prior references have been made to “"scale economies" and
efficiencies”" which involved implications regarding financial aid office
and worker productivity. The purpose of Table 2.F is to focus sharply on
worker productivity. Before doing so, however, it must be clear that, in
the discussion of worker productivity by institution type, no assumptions
are being made as to the capabilities, or differences in capabilities, of
workers among the school types., iather, Table 2.F will examine
productivity differences which would occur even if all personnei of a
gdiven type were identical in capabilities. That is, productivity
differences will be due primarily to economies of scale of operation
which results from the'abi1ity to provide a better mix of resource inputs
such as computers, the ability to have of fice personnel specialize in
task assignments through division of labor, and the abjlity to spread
tasks such as many reporting functions, over a larger volume of office
operations, and not to differences in worker capabilities. Furthermore,
it should be clear to the reader that economies of scale of operation
will be present whenever the productivity per worker increases as the

63




size of operation increases. For convenience, the appropriate measures
of the size of operations (persons counseled, number of aid applicants
packaged, number of recipients) are repeated on Table 2.F from Table 2.D.

Table 2.F clearly indicates that economies of scale exist in the
operations of financial aid offices. The average number of persons
counseled per worker, the mean number of aid applicants packaged per
worker, and the average number of unduplicated aid recipients per worker
all increase as the average number of persons counseled, the mean number
of aid applicants packaged, and the average number of unduplicated aid
recipients, respectively, increase. Furthermore, there is a very close
relationship between differences in preductivity and differences in the
scale of operations (and conversely, the lack of a significant difference
in productivity tends to be associated with the lack of significant
difference in the scale of operations). For example, the only -
significant differences in the mean number of aid applicants packaged
across institution types are between 4-year public institutions and other
types of schools and between 4-private institutions and proprietary
schools, These same relationships exist in terms of the mean number of _
aid applicants packaged per worker, with but two exceptions. The mean

number of aid appiicants packaged per worker is greater at 4-year private
schools than at 2-year private institutions. Furthermore, the mean

number of aid applicants packaged per worker is greater at 2-year public
than at proprietary institutions.

Turning to the program-specific measures of productivity, there is
once again evidence of the existence of scale economies. However, the
expected relationship between aid recipients per worker and the number of
worker recipients is not perfect. The average number of BEQG recipients
at 4-year public institutions is significantly greater than the average
number of BECG recipients at 2-year public schools, even though the mean
number of BEQG recipients per worker at the former type of institution is
insignificantly less than the mean number of 8EQG recipients per worker
at the latter type of school. In additicn, the insignificant difference
between the mean number of SEQG recipients per worker at 2-year public




TABLE 2.7t SELECTED MEASURES OF FINANCIAL AID OFFICE WORKER PRODUCTIVITY
AND SCALR OF OPERATIONS, 3Y LEVEL AND CONTROL OF INSTITUTION:
ACADEMIC YEAR 1978-79 1/

{nstitutional Level am Control

-taar d-¥Ypar 2-tear 2~tear Proprie-
ALL Pydlic Private Public Private tary

Hasn Parsons Counsele.
Par Office Yarcer 2/ 25 (358) 408 (1200 219 €122) 409 (48) 207 (21) 56 £35)

Mean Persons Counseled 3/ 1,435 (387) 4,500 (128) 1.081 €131} 1,486 (64} 2 (20 172 {41}

Mean Afd Applicants Packaged
per OFfice worker 4/ 159 (¢463) 298 (lea) 202 (161) 192 {7a) 101 (29) 37.(52)

Mean Ald Appiicants Packagrd 5/ 398 (511) 2,796 [153) %87 (176) 392 (8%) 296 {33) 103 (62}

Me2n Aid Resiojents Par
griies dorkar:

Undup i icates 5/ 113 (374) 18§ {123} 110 {134) 129 ($ 70 (21} 8 {39
3E06 7/ 35 (451) 140 (143} 78 {148) 157 (1%} 34 (28} {53}
€06 3/ 29 {403) ¢ {u8) 32 {1a3) 27 (50 23 {2} {34)
#osL 9/ 49 (182) 70 (1) 82 (141) ” {20) 24 {21) (2s6)
e4s 1o/ 45 (394) st (146) 52 {l43) 40 {70} 4s {21) (14}

Maan Aid Recipients: e s e e e e - -
tnouoiicated 11/ §24 (349) 1,787 (130) 248 (149) §17 {64) 17 (26} {42)

3£06 12/ 429 (508} 1.37§ {151) 325 (167) 512 {as) 167 (33} {69}
06 13/ 152 (s4a) 2383 (154) 143 (159) 116 {66) 83 (27) (38)
M0SL 14/ a5 (a18) 725 {153) 01 {157 178 (54) 56 (24) (30}
eas 18/ 26 (432) 575 (155} 236 {138) 156 (79) 108 {25) (15

L/ The aumber of iostitutions reporting is given in Narenthesis.
2/ VMumber of Papsons Counseled par OFfice Worxer

Source of 0.F,  Mean F Ratio 4-tear 2-Yaar 2-Year
artation Square (Pronakiifty) rivate Publfe Private  Propristary

detween 4 1,21¢,430 11.28 1-Year Fe19 .2 Fe27.72
Grougs b lic

dithin 107,964 {0.00) 4-Year
Grouns pPrivate

2-Year £223,23
Tatal fublie




TABLE 2.F CONTINUED

3/ Number of Parsons Counseled

source of 0.5, Mean £ fatio 4-Year 2-Year 2-tear
‘rarfation Square {Probability) Private public Private Proprietary

Batween 4 286,613,392 9.582 4-Year Fe27.07 F=13.93 £49.90 Fe19.19
groups Public

Yithin 89 289,009,120 {0.00}
Groups

Total 84

4/ Mymber of Aid Applicants Packaged Per OFfice Worker

Seurce of 0.F.  Memn F Ratfo 4-Year Z=Year 2-Year
Variation Square (Probability) Privata fublic Private  Proprietary

fetween 4  §50,935.75 21.58 4-Year F=18.44 Feld.78 F=27.05 F=72.74
Groups Public

within T o447 20,164,986 {0.00) 4=Year Fe 5.05 Fe)2.45
Groups Private

Total a51 2-Year Fe22.78
Public

S/ dumber of Ald Applicants Pacvaged

Source of 0.F. Mean F Ratio d-Yeoar 2-Year 2-Year
tarfacion Square {2robabificy) Private Public Private  propristary

derween 4 120,935,480 .18 4-Year Fe66.46 F=48.96 F+d1.23 Fe74,07
Groups © Public

within 146 4,307,028 (0.00) 4-Yeoar F= 8.27
Groups Private

Toral so0l

6/ Mumber of unduplirated Aid Recipients Per 0Ffice Worker

Source of D.F.  Mean F Ratio 4-Yaar 2-fear 2-Year
Yartation Square {Probahility) Private Public frivate  Proprietary

Satwesn 4 204,635.50 21.82 4-Year F=38,08 F225,51 £58.53
Groups Publtc

aithin 9,376,713 {0.00) 2-Yaar F=10.22 F=14.47
aroups Private

Tatal 2-Year F=13.15 F232,17
Public

ERIC
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TABLE 2.F CONTINUED

17 wumher of 8E0G Recipients Per Office Worker

Source of 0.5,
Yariation

iean
SGuare

F Ratio
{Probabiiity)

4-fear

Private

2-Vear
Private

Proprietary

Between 4
Groups

Within 448
Groups

Total 452

25,7%.17

6,910.20

21,92

{0.00)

4-Year
Public

d-Tedr
Private

2-Tear
Public

F=54.34

F=24 82

F*31.02

F=68.25

F=72.49

87 Husber of SEOG Recipients per Qffice Worker

Source of 0,f.
Yarfation

Hean
Jquare

F Ratfo
{Probabitity)

4-Ymar

Private

2-Year
Public

2-Tear
Private

Proprictary

Betwemn
Groups

Within 394
Groups

Totaf 199

4,073.3¢

1,068.15

.3

{0.01)

4-Year
Public

F=l1.84

97 Numoer of NOSL Recipients per Office Worker

Source of 9,f.
Yariatisn

Mean
Square

F Ratfo
(Probability)

4-¥rar
Private

2-Vear
public

2-Year
Private

Proprietary

Between
Giroups -

Within 446
Groups

Totai 63

23,95%.85

1.688.61

4.38

{0.00}

4-Year
Public

g-Year
Private

F+28.07

F=17.83

F=19.68

F=13.53

F=13.82

Fr 9,27

107 Number of CWS Recipients Per Office Worker

Jource of 0.F.
Yarfation

Hedn
Jquare

F Ratio
{Probability)

4-Year
Private

2-Year
Public

2-Year
Private

Proprietary

detween
Groups

Within
Groups

Total

11.093.%

b2

7.92

{0.00)

4-Year
Public

4-Year
Private

Fei4 .49

F=20.76

Fr13.73




2.F. CONTINUED

11/ Unduplicated Humber of Afd Recipients

Source of 0.F. Mean F Ratio
Yartation Square {Probability)

d-Year
Private

2-Yotr
Pubtic

2-Year
Private

Prgrigtary

Betwern 4 19,685,264 8.4
Groups

Within Jo8 1,032,014 {0.00}
Groups

Totat 402

F=102.35

FaS56 .45

Fe54.19

F=71.86

12/ Humber of BEQG Recipients

Source of 0.F. Mean F Ratio
Yariation Square {Probability}

4aYear
Private

2-Year
Public

2-Year
Private

Proprietary

Getwesn 11,154,032 44.70
Groups

Within 499 697,103 {0.00}
Groups

Total 503

4-Year
Pub He

4-Year
Private

Fv123,99

Fv44.98

Fe56.47

Fel10.25

Fe 14.57

13/ Number of SEOG Recipients

Source of 0.F. Hean F Ratio
Yariation Square (Probabiiity}

d=Yoar
Private

2-Year
Public

“2-Year
Private

Proprietary

fetween 1,799,814 23.58
Groups

Within 111 76,118 {0.06}
Groups

Total 435 ,

Fag8,22

Fed).02

F=30.70

Fel8.08

14/ Number of HO0SL Recipients

Source of 0.F. Mean F Ratio
Yariation Square {Probability)

4§-Year
Private

2-Year
fublic

2-Year
Private

Proprietary

Betwesn 4 5,187,336 22.57
Groups

Within 400 274,17 (0.00)
Groups

Total 404

4-Year
Public

F=50.15

F4).18

F=12.72

Fe27.21




TABLE 2.F CONTINUED

157 Humber of (WS Recipients

Source of
Yariation

0.F. Hewn F Ratio
Suare {Probability}

4-¥ear
Private

2-Year
Public

2-Year
Private

Progrietary

Jevean
aroups

Within
Groups

Tota}

3,796,472 i1.4
425 120,870 {0.0G)

422

4-Year
Puhlic

F273,.54

Fa71.27

Fe38,60

F233.55




and 2-yzar private institutions is of the opposite direction than would
be expected on the basis of the insidnificant difference in the mean
number of SEOG recipients at these two types of institutions. The other
exception to the expected greater level of productivity whenever the
number of aid recipients is ‘greater i- between those 2-year public and
2-year private schools which participate in the Collede Work-Study
Program.

6. SUMMARY

Section 8 of this chapter revealed that the public institutions
surveyed are lardger and less expensive in terms of tuition and fees than
are the private and proprietary schools. Four-year public schools have
more aid recipients and employ larger staffs to serve their recipients
than do other types of institutions. All of the schools surveyed
participate in the Basic Grant program. Participation rates in the
Campus Based programs are significantly higher at 4-year institutions.
than at their 2-year and proprietary counterparts.

In Section C, it was noted that schools which do not take part in the
NDSL program byt are participants in other Campus Based programs, are
smaller, charge less in tuition and fees, have {ewer Federal aid
recipients, and employ fewer financial aid officers than are institutions
which take part in all of the Campus Based programs. The most common
r2asons institutions cite for nonparticipation in SEOG, NDSL, and CWS are
the lack of student interest in the program, the lack of administrative
resources, and the difficulty the institution experiences with job
placement, rgSpectively.

Section D revealed that, on averade, financial aid officers at 4-year
public institutions are faced with a heavier workload than financial aid
officers at other institutions. In addition, schools counsel many more
persons concerning financial aid than they package, indicating that the
availability of finens? .1 aid is an important aspect of a student's
choice of a school. Furthermore, a greater percentage of students
attending 4-year private schools receive financial assistance from each
of the Campus Based prodrams than do students at 4-year public
institutions.




As illustrated in Section E, 4-year public institutions not only
employ greater numbers of workers in the financial aid offices than do
other types of schools, but a greater percentage of a 4-year public
school's staff consists of full-time employees. Full-time professional
aid employees appear to have more experience at their current places of
employment than do part-time professional aid officers, It is also
apoareni that Jrofassional aid emplioyees are better compensated at public
fagtitutions zhan a2t orivate and proprietary schools. The amount of
experience and technical knowledge are cited as important criteria in
hiring professional aid officers, and finding experienced and
knowledgeable applicants for professional positions in aid offices are
among the most common probiems in hiring aid officers. The lack of
sufficient compensation for professional aid officers was found to be
most serious hinderance to »~'h the hiring and retaining of professional
financial aid personnel.

Section F summed up the chapter's findings by presenting clear -
evidence of the existence of economies of scales in the operation of
financial aid offices. With very few exceptions, the productivity of the
financial aid worker increased as the scale of operations of the

financial aid office increased.
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SELECTED STUDENT SERVICES OF THE FINANCIAL AID OFFICE

A. INTRODUCTION

The financial aid community--professioi .1 sssociations, financial aid
administrators, state aid conmissions, student groups--have traditionally
utilized their own expertise to develop innovative methods for
disseminating information on student financial aid. The Uffice of
Education has attempted to improve the quality of available student
information services in order to maximize the impact of the Federal
support programs. This concern for the availability of student
information arises as one attempts to comprehend the complexity of the
system of financial aid. Without some understanding of all of the
various kinds of financial aid and the rules for their use, students
cannot be expected to make an informed decision 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
pursuit of postsecondary education. Although this is an ongoing process,
there are certain times when the availability of information is
especially critical. As-high school students attempt to decide whether
or not to attend a postsecondary school and, subsequently, which school
they will attend, .neir 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-
secondar} institutions they contact to provide information on the
potential availability of student financial aid.




Continuing students usually interact more directly with local
financial aid offices to obtain information regarding the determination
of their eligibility and award amounts as well as to meet their
counseling needs. Recipients of assistance must also rely on the aid
office tc apprise them of changes in student financial aid programs and
to maintain their financial aid records in good order. Many recipients
will also require information on their financial aid situation unen
completion or termination of their education. Ia sarcicular, stidencs
who have secured Toans in order to finance their education must be
informed of their rights and obligations with regard to repayment.

At first glance, the process of information dissemination for student
financiai aid appears to be strictly decentralized. Out of necessity,
the bulk of the responsibility for the provision of -information must be
placed at the local level where contact with the consumers can most
readily occur. This does ndt reduce, -however, the need for high school
counselors, institutional aid officers, and ultimate sponsors of student
aid programs (e.g., state and Federal governments) to supply accurate,
descriptive information,

B. THE !SSUE OF CONSUMERISM

The Federal government's recognition of the importance of student
consumerism was an outgrowth of a variety of influencing factors.
Traditionally, a great deal of financial aid information was disseminated
by people whose prime responsibilities were other than financial aid
(e.g., admissions personnel, high school counselors), and frequentiy they
did not fully understand the system they w ‘e attempting to explain.
Furthermore, the rapid development, periodic changes, and intricacies of
the program made it increasingly difficult for these unspecialized
individuals. Another contributing factor to the rise of student
consumerism was the pressure exerted by student lobbyists who believed
that many schools had been negligent in providing students with a full
disclosure of financial aid policies and procedures.




In response to these needs, the Student Consumer Information
Requirements was published in 1977 by the Office of Education, based on
the Education Amendments of i976. These requirements stipulata that an
institution must furnish all of the following information upon request:

) the student financial assistance programs available 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
institution to select financial aid recipients and detarmine
award amounts;

the requirements for continued eligibility under the progrars;

the rights and responsibilities of students receiving Federal
grants and loans;

the means and frequency by which the funds are disbursed;

the institution’s definition of "maintaining satisfactory
progress” in order to continue to receive financial aid funds,

and how students who have dropped below this standard may
reestablish eligibility;

the terms of loans and sample repayment schedules;
the terms which apply to any employment extended to the student;

the cost of attending the institution (i.e., tuition and fees,

books)and supplies, room and board, and any additional program
costs);

the institution's refund policy;
the academic programs offered by the institution;
data on studant retention at the institution;

the number and parcentage of students completing a particular
program, if available; and

the titles of the individuals to be contac.ed for more
information and the ways in which they can be reached.
Finaily, the requirements mandate that each institution must have an
employee, or a group of employaes, available on a full-time basis to help
all students obtain information. This requirement, however, may be
waived for an institution too small to need a fuli-time empIOyee.l/
S

- el

-

1/Bureau of Student Financial Afd, Bulletin. USOE: February 1978,
p. 5.




These reﬁuirements have led many institutions to produce financial
aid "handbooks,™ a number of which were collected during the course of
the site visits. The Federal government also publishes its own
information materials which outline the whys and wherefores of the
Federal- student aid programs. Many institutions use these publications
in combination with others provided by state agencies or private sources
as the basis for their information dissemination efforts. As notad
above, institutions also may choose unique, independent approaches ta
student information by developing and publishing their own materials.

The Division of Training and Dissemination of the Bureau of Student
Financial Aid at USOE, by far the most prominent source of Federal
information, has launched a campaign to advertise the availability of
Federally funded student assistance programs. Directed primarily at the
high school population, this effort includes the distribution of posters
containing a oocket with Basic Grant applications, -student financial aid
fact sheets and a brochure entitled “Faderal Student Aid: Where Do You
Fit In?" to 26,000 high schools, public libraries, community
organizations, and Social Security Administration offices throughout the
nation. A toll-free Wide Area Telephone Service {WATS)} number is also
maintained by an independent contractor in order to provide general
program information and respond to specific inquiries concerning the
completion of Basic Grant applications. Finally, a 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
programs among secondary school personnel through training projects. One
component of this effort has been the development of a Basic Grant
slide/cassette presentation, distributed to 25,000 high schools. This
has drawn a very favorable response, and there are plans to make the same
material available as a filmstrip. Secondly, two sets of workshops,
sponsored by a consortium of professional associations (the Nationa)
Association of Student Financial Aid Administrators {NASFAA), the
American Personnel and Guidance Association (APGA), and the National




Association of College and University Business Officers {NACUBQ)), have
been provided for high school counselors and postsecondary administrators
of financi«l aid. The purpose of these workshops is to foster expertise
among these individuals and to help them provide accurate information to
prospective aid recipients.

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 advertisements has been
produced using animation, familiar personalities, and a generally
"soft-se 11" approach. Through these announcements, USOE hopes to catch
the eyes of prospective aid recipients and to make them aware of the
availability of “Study Money.” Applied Management Sciences has prepared
a Guide to Selected Financial Aid Management Practices which will be
distributed by the Education Department's Office of Program Evaluation
late in 1980. Among the topics addressed in the Guide s the provision
of student aid information to students. Comprehensive discussions of
various dissemination strategies are included in the Guide as well as a
mcdel for an institutional student aid information publication.

€. THE ROLE OF THE INSTITUTION

The ultimate reSponéibiiity fer the dissemination of information on
student financial assistance lies p.imarily with the institutions. They
are the focal point of the financial aid system, due to their role as the

direct disburser of aid dollars. Furthermore, institutions have a vested
interest in ensuring that their students receive all of the financial
assistance for which they are eligible since a significant portion of the
reviues which schools receive for tuition, fees, and on-campus housing
and board are derived from the financial aid dollars awarded to their
students. To-assure that students finance their educational costs as
effectively as possible, financial aid offices must provide students with
needed counseling and information.




The (se of Media

The Student Consumer Information Requirements, detailed above, have
spurred the design and distribution of an array of publications sponsored
by individual institutions. A wide range of dissemination activities
have been tried by institutions in their attempt to comply with the
regulations, However, as noted earlier, these local interpretations vary
in quality and comorehensivenass. The aciual azterials uzilized by
institutions to inform students about financial aid range from rather
small sections buried in school catalogues, to separate brochures and
pamphlets which address all of the relevant issues of student financia?l
assistance in a straightforward, comprehensive, and attractive manner.

An example of the latter is a large public university's financial aid
packet which goes congiderably above and beyond the minimum Federal
requirements by including an aid application, an explanation of the
school's aid packaging philosophy, a summary of the need analysis process
for aid applicants, and examples of estimated family contributions.

Despite attempts by various offices within USQE to disseminate
information on student financial aid programs, data collected during the
institutional site visit survey revealed that nearly one-third of the
schoo 1s--31 percent--make little or no explicit use of the materials
provided by USOE or other agencies. On the other hand, 20 percent do
utilize literature provided by USOE, and 14 percent use other materials
from Fedaral and state governments as suppliements that are incorporated
into their owr materials.

In order to disseminate information to students at a particular
institution, an aid of ficer can use a variety of approaches. Ideally,
aid offfcers should be expected to provide information in the manner that
would bast suit the student poputation at their individual institutions.
In practice, though, motivational, resource, and/or talent considerations
govern their ability to develop and implement effective information
servicas,

The results of the present study are presented in Tables 3.C.1 and
3.C.2. MNote that over 91 percent of the institutions use brochures
and/or pamphlets to inform students about financial aid. The use of

3.6
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TABLE 3.C.1: PERCENT OF INSTITUTIONS DISTRIBUTING WRITTEN FINANCIAL AID
CONSUMER INFORMATION, 8Y TYPE QF WRITTEN INFORMATION AND
LEVEL AND CONTROL OF INSTITUTION: ACADEMIC YEAR 1973-791/

Institutional Level anmd Control

i-Year d-Year Z-Year 2-Year .
fublic Private Public Private Proprictary

Newsletter 2/ 7.9 29.5 296 .8 . _17.00
Fact Sheet . aL.6 83.67 73.4 76.% 75.9
pamohlet, 3rochure 3/ 9.1 95.5 96.5 87.3 83.8

Other (Bulletins),
Annguncements }- . 8.9 9.6 7.8 12.3

(One or More of
Above 3/ . . 97.6

Institutions
Reporting

1/ Column Percentages sum to more than 100X because of aultiple responses.

2/ Newsletter.

Source of " O.F. Mean F Ratfo 4.Year 2-Yaar
Yariation Suuare {frobability) Private Private frabriatary

Gecwesan 3 0.60 2.86 F=11,21
Groups

Within {0.02)
4roups

Total

3/ Pamphiet

Source of . Hem F Ratio d-Year 2+Year
Yariation Square {Probabitity) Private fublic Proprietary

Batween 0,31 Fag.?e 4-Year F 217.37
Groups Public

Within 0.0% {0.00) d-Year F - 14.31
Groups Private

Total 2=Year F=1271
fublic

4/ one or More

Jource of 0.F. Mean F Ratio s-vesr 2-fear 2-Ygsar
Yariation SQuare {Prababillty) Private Public Private Proprietary

getwaen 9.03 . g-Yaar F 29,72
Groups Public

Within 0.3 4-Year F =10.31
Groups Private

Total 3.7




TABLE 3.C.2: PERCENT OF INSTITUTIONS USING SELECTED MEANS TO DISTRIBUTE
FINANCIAL AID CONSUMER INFORMAYION, 8Y LEVEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1978-79L1/

Institution2) Level and Contrnl

4-Year d-Year 2eYear 2-rear
ATt Public Private Public Private Proprietary
Letters to High
Schoo! Seniors 2/ 1.2 13.9 2.3 8.7 ER .2

Student Newspapers,
Stedent fadio
Stations 3/ 55 8 0.5 66.3 76.6 45.7 25.3

Presentations 3efore
Grouns of potential
Applicants and/or

Their parents 4/ 15.6 25.2 12.2 33.2 1.9 .1
institotions
Reporiing T H m 202 o 42 79

1/ Column Percantages sum to more than 10)% because 3f muliiple responses.

2f Letters

Saurce of 0.F. Hean F Ratio 4-Year 2-Tsar 2-Year
Yarfation Square {Probability} Private publi 2rjvate Propristary
Betwasen 4 1.14 Fe4,N d-Year F = 16,60 - -
. _— - Groups Private . .
Within sg0 0.2¢ (0.00}
Groups
Total 584

3/ Newspipers

Source of Mean

F gatio 4-Year 2-Year 2-Yaar fropri-
Variation D.E. Square  (Probability) Private Public Private etary
Betwesn 4-year
Groups 4 5.45 £ = 36,81 Pubtic F 2 29.69 - F»38.50 F = 13014
Within 4-Year ’
Groups 580 0.17 {0.00) Private - £Fr37 F » 55,21
2-Year
Totat 584 Public F 1679 F v 54.03
4/ Prasentations
Sogree of Mem F Ratio 4-Year 2-Yaar 2-Year Propri-
‘fariation 0.6, Squars  {Probabfifty) Private Public Private etary
. Betwean 4-Year
Groups L] £.J0 £+9.20 Public F » 10,91 - F*975 FE 11,07
Within 4.Ypar .
Sroups S80 8.4 . {0.00) Private F 21978 - -
Total 584 2-Yaar
Public 78 £ 16,32 F 2189

El{l . 3.8

\




newsletters ard brochures and/or pamphiets is lower in proprietary
institutions than in cther schoois, Proprietary institutions often lack
the resources necessary to prepare their own consumer information
booklets and can benefit greatly from aid information materials prepared
by the Office of Education, professional associations such as the
National Association of Trade and Technica) Schools {NATTS), and others.

Financial aid fact sheets are furnished by most of the schools
(78%), and mary (56%) also publish information in student newspapers
and/or make announcements on campus radjo stations. Student newspapers
and radio stations are most often found in the 4-year schooils and in the
2-year public schools which explains why their use is greatest at these
schools and least at proprietary institutions. To reach prospective
students, some schools (17%) send representatives, usually admissions
officers, to meet with high school sentiors and others in outreach
workshops and presentations, at which time the issue of financial aid is
addressed. This practice is most common at 2-year public and 4-year
private schools. This is likely due to the close link that often exists
between 2-year public schools and their communities and to the high cost
of 4-year private schools, which causes them to actively recruit, using
financia, aid as an inducement to students. Furthermore, over 41 percent
of the schools mail Yetters containing information about available aid
programs directly to high school seniors, aithough it is not clear
whether this is done in mass form or on a request basis only. Finally,
less than one percent of the schools report that they take no measures to
inform students about financial aid. The percentage reporting no action
was extremely low for every type of institution,

Application Forms

The most basic information service an institution can provide is to
-furnish applications for the financial aid programs for which a student
may be eligible. The manner in which individual institutions distribute
these forms is a matter of institutional discretion, Results from the
institutional mail surves are reported in Tables 3.C.3 and 3.C.4. Of the
schools participating in the mail survey, the vast majority (86%) make




TABLE 3.C.3: PERCENT OF INSTITUTIONS USING SELECTED PROCEDURES TO DISTRIBUTE BE0G
APPLICATIONS (INCLUDING €SS, ACT ETC.) 8Y INSTITUTIONAL LEVEL AND
CONTROL: ACADEMIC YEAR 1978-79 1/

Institutional Level and Control

A1l g-Year 4-Year 2-'tear 2-Y2zr 2anoeis.
Public Private sublic Zeliate T3y

A1l Students Receive
Forms {including
entering students) 2/ 50.4 39.7 46,9 34.9 54.1 64.1
Students Informed
About Where to Obtain
Forms 3/ 69.3 90.0 80.7 83.6 75.9 46.7
Forms Available at
Sinancial Aid Office &/ 36.2 ge.1 93.3 93.7 91.5 72.7
Forms Widely Avaiiable 5/ 36.7 56.3 31.4 39.8 34.5 21.2
institutions Reporting 740 212 247 115 57 19

1/ Column percentages sum to more than 100% because of multiple responses.

L2/ AN
Source of Mean f Ratio 4-Year Z-Year ¢-Year Propri-
‘tariation D.F. Sauare  (Probability) Private Public Private etary
Satween d«Yoar
Groups 4 F.54 §.39 Publice - - - Feil.a4
Within 4-Year
Groups 74 0.24 {0.60) Private . - Fr 916
Total 738 2-Year
Publlc - F s 19.49
3/ Informed
Source of Mean F Ratin d=Year 2-Tear ¢-Yaar Propri-
Yariation 0.F. Sayare {Probability) Private Pyblic Private etary
Setween 4-Year
Groups 4 3.52 23.%2 Public - - - F = 387.81
Within d4-Year
Growps 734 .15 {0.00) Private - - F=57.17
Total 138 Z-Tear
Public - F = 50.07
Z-Year
Private F 2 20,84

51

3.10
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TABLE 3.C.3 CONTIMUED

4/ Aid Office

Soyrce aof Mean F Ratio
Yariatfon  Q.F, Square  {Probabllicy)

2-tear 2-{edr
Public Private

Propri-
stary

Setween
Groups 1.29 19,21

Withfn
Groups 734 0.07 {0.00}

Total 138

4-Year
Public

4-Yerm
Private

2-Year
Public

2-Tear
Private

F o= 72,56

F = 47.9

F o+ 36.41

F19.23

5/ Widely Available

Source o(‘ F Ratio

Yariation (Probability)

4-Year 2.year 2-Year

Private public Private

Setween
Groups

Within
Groups

Total

G-Year
Pubifc

4-Yaar
Private

2-Year
Public

F =314

£+ 10.02

F = B.77




TABLE 3.C.4: PERCENT OF INSTI™ “ON3 REQUIRING STUDENTS 7O APPLY FOR BEOG IN ORDER T9

8E ELIGIBLE FOR 0%.cR AID, 8Y INSTITUTIONAL LEVEL AND CONTROL: ACADEMI(
YEAR 1978-79

Institutional Level and Control

A1l 4-Year 4-Year 2-Year 2-Year Peoprie-
Publi¢ Private Public Private tary

Percent 1/ 23.1 16 .4 23.7 11.3 25.9 3.1

Institutions Reporting 716 209 242 112 54 99
1%
Source of “aan £ Zatio daVear 2-Yaar 2-Year Propri-
Variation  D.F. Square  {Probability) rivate Pubtic Private atdry

Satwean 4-Tear

Groups 4 0.74 4,80 Public - - - £+ 98¢

Within Z2-Year
. Gronps 707 0.16 {0.0m} Publie - - £ = 11,65

Total 7l




Busic Grant application forms availahle in the financial aid office and
make an effort to inform students about this. Many schools (37%) ¢ .o
report that the forms are available at other campus locations, such as
the student union or library. As part of overall recruiting and
retention strategies, 50 percent indicate that all students, incoming and
continuing, automatically receive the necessary application forms.

It is especially important that the Basic Grant application form be
made available to al) students. It is the student's right. In addition,
many schools (23%) require that students apply for BEOG in order to be
eligible for other aid. This practice of requiring a BEOG appiication is
most common among proprietary schools (32%) and least common among 2-year
public schools (11%). B8ecause a BEQG application is often required,
difficulty in obtaining a BEQG application and a resulting failure to
apply for BEOG often involves a forfieturs of rights to other aid. As
one might expect, those schools which require the student to apply for a
Basic Grant in order to be eligible for other aid tend to be the schools
which provide the 8EQG appiication to all incoming and continuing
students. +his approach is rapidly becoming out-moded, howevir, due to
the emergence of the "common financial! aid form" by which students can,

simply by checking an appropriate box on the most commonly used aid
application forms, indicate their desire to have their eligibility for a
Bacic Grant calculated.

Notification of Aid Award

Due to the financial considerations which students must resolve

before reaching decisions concerning access tc and persistence in

post secondary schools, the timing of student aid award notices can be
crucial. Late award notification can diminish tihe options available to
the student and, for certain students, provide a barrier to the pursuit
of further education. It is logical to assume that award notification
must be coordinated with the start of the acac-mic year. The bare
minimum, which can be expected by the student, is that institutions do

not wait until the term has begun to furnish them with this vital
information.




As shown in Table 3,.(.5 the time lapse between student submission of
his or her SER and notification of his or hel BEOG zward is very short.
Jver 50 percent of all schools claim to notify applicants within two
weeks., {Fifty-six percent of the proprietary institutions ¢claim to
notify applicants within one week). This low processing time is due to
the largely routine procedure by which the BEOG aid amount is determined
once the institution is informed of the student's eligibility index
(SET). These results should be veiwed with caution, however, since they
cannot be corrohorated with data collected from aid applicants.

The processing of a student's application for financial aid involves a
series of complex steps all of which are time-comsuming. Once an application
is submitted it is usually forwarded to a private processing center that
estimates the financial resources of the applicant (and his or her family).
The institutional financia2l aid office, upon receipt of the appiication from
the processor, must then determine the need of the student relative to othe:
aid applicants, assign an appropriate budget to the student, verify the
reported data, package aid for the student, and notify the student of the
nature and amount of his or her award. for this reason, institutions must
establish a deadline date for submission which leaves them with enough time to
accomplish all of these tasks prior to the start of the academic term for
which the aid is to be awarded.

In order to coordinate aid award notification with the start of the
academic year {usually September) and allow students sufficient time to make
decisions regarding their attendance, fnstitutions typically require
submission of aid applications by the middle of April. The cut-off dates for
submission of aid applications are slightly earlier for first-time students
(early April) and a 1ittle later for transfer students (end of April). The
cut-off dates for the submission of student aid applications are provided in
Tables 3.C.6 and 3.C.7.




TABLE 3.C.5: TIME LAPSE BET'WEEM STUOENT SUBMISSION OF SER AND NOTIFICATION OF SEOG
AWARD, 3Y INSTIVUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79

Institutional Level and Control

4-Year 4-Year 2-Year 2-Year Proprie-
fublic  Private Public Private tary

Mean Number of Weeks 1/ . 3.1 2.3 2.3 3.2 2.4

Percentage Qistribution:

One Week or Lass 2/
Two Weeks 3/
Thres-Four Weeks 4/

#More Than Four
Weeks 5/

Institutions Reporting

1/ wean

source of Mean F Ratto 1-Yesr 2-Yesr 2-Ysar Aropri-
_ Vtariation D.F. Square  {F=chabtlity} Private Public Private ctary

Jetween
Growps ., 4 27 .38 4,37 F»13.26 F=+9.8}

Within
Sroups 680 5.51 {0.00)

Tot 684

2/ Ona Yesk or Less

seyrce of Mean F Ratijo 4-fear 2-Year 2-Year fropri-
Yariation D.F. Sauare  {Probability) Private Public Private gtary

Setween d=Year
Hroves 4 . . Pubtic Fagpe,12 F»22.70 F 39.09

utthin ' 4.-Year
Groups 580 0.22 Private Fa12.49

2-Year
fotal 584 Private F 2 1p.46




TABLE 3.C.5 CONTINUED

3/ Two Yeaiks

Source of Mesn F fatio J-fear 2~-Year
Yariation .F. Syuvare  {Probabfiity) Private Private

§etwaun 4-Year
Groups %.57 - 2.1 Public

Within
Groups 0.21 {0.03)

Total 634

4/ Three-Four Jeeks

Source of Mean F Ratio 4-Year 2-Year 2-Year Propri-
Variation D.F.  Sauare {Probability) Private Public Private atary

Jetwean A-fear
Groups 4 1.26 F = 7.67 Pubtic Foeli®g F = 24,43

Within d-Yaar
Groups 580 0.16 9.00) Private F « 13,50

2-Tear
Total 624 Private F=10,12

S/ -¥ore Ihan Four Weexs

Source of Yean F Ratfo 2-fear 2-Tear Propri-
Variation  O.F. Square  (Probability} Pubiic Private etary

. Between 4-Year
Groups 0.3 Fe2.9 Public F = 190.08

Within
Groups 680 a.11 (0.02}

Total 684




TABLE 3.C.5: CUT-OFF DATES FOR STUDENT SUSMISSION OF AIC 4pPLICATIONS AND
MEED ANALYSIS INFORMATION FOR THE FALL TERM 8¥ STUDENT SrATUS
AND ENSTITUTIDNAL {EVEL AND CONTRu.,. ACADEMIC YEAR 1978-79

Iastitutional Leve} ang Control

All d-Yedr g-Year 2-Year 2-Year
Student Status Public Private fublic Frivate Proprietary

First-Time Students gf Mid- Hid- Late- Mid- Mid. Mid.
April (192)  Apri) {73)  March {89}  May {16} May {7 March (7)

Continuing Studeats Mid- Mid- Mid- Mid- Late Mid-
Aprst (210} April (81) April (97) May (17} April (8) March (7}

Transfer Students Mid- Late- Midl Mid- Mid- Mid=
Aord) (192} Aprid) (77} Apri) (85)  May (16) May (&) March (6}

1/ The number of institutions raporting is given in parentheses.

2/ FirsteTime Students

Source of _ Mean F Ratio 4-Year 2-year 2-Year
Yari ation 0.7. Square  (Probability) Private Public Private

Between . 4.Year
Grouwos 14,47 4.1 Public Fa11,24

Hithin
Groups 1.3} kT ] {0.00)

Total 184




TABLE 3.C.7- CUT-0FF DATES FOR STUQSNT SUBMISSION OF AID APPLICATIONS NG
M2I0 AMALYSIS INFORMATION FOR THE FALL TEZRM 8Y STUDENT STATUS:
ACADEMIC YEAR 1978-79

Student Status

. rirst-time Student Continuing Student Transfer Student
Mean Cut-0ff Date &/ 4id-Aori) id.april Mid-Aprit
Percentage Distribution:
End of Schruary 2/ 10.4 5.2 2.8
€nd of Yarch 3/ 3.1 5.8 3.6
€nd of Aprit 4/ 17.3 24.8 z1.7
€nd of May 5/ i3.2 20.5 16.5
End of June 13.2 11.0 is.2
Later §/ 13.8 0.0 0.0
Institutions Reporting 192 210 192
1/ Mean 2/ February
Continuing Transfer Continying Transfer
First-Time t v -2.08 t = -1.36 First-Time - t = 2,89
3/ March . 4/ Apeid
(\/ tontinuing Transfer Continuing Transfer
First-Time ¢+ 2.28 . First-Time t = -2.01 - ,
- ? §/ Hay &/ lLater

Continuing Transfer Continuing Transfar~

i 4
-

First-Time t a2 -2.13 t = -2.07 First-Time t=4.21 t =421




D. SUMMARY

The importance of information about financial aid is widely
recognized. Prompted by the Consumer Information Requirements authorized
by Congress in 1976, USOE and postsecondary educational institutions have
attempted to improve the quality and quantity of information services.
The ultimate responsibility for dissemination of information still lies
with the institutions. As this chapter made clear, financial aid
office(r)s prepare the information in a variety of formats and present it
through numerous media. This diversity is to be expected because the
schools vary in the resources available and in the student populations
they are serving and trying to attract.

The most basic information service an institution can provide is to
make financial aid applications available to students. The vast majority
of institutions provide this service and do so in a way that reaches out
to the bulk of the student pobulation. Almost half of the schools claim ¢
that all students, incoming and continuing, automatically receive the
necessary application forms.

Unfortunately, the present study is restricted to information
provided by financial aid officers about themselves. Further insight
could be gained from an analysis of information provided by aid
abplicants and students.

While considerable progress has been made in the area of information
dissemination and app lication processing, there is sti)l a need for
considerabie improvement in both of these facets in the delivery of
student financial aid to students.

1% -
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MEED ANALYSIS AND 3UDGETING

A. INTRODUCTION

As part of the process of distributing student financial aid, the
individual institutions of postsecondary education have been assigned
some of the most cruciai tasks: the estimation of the cost of education
{the subject matter of Section B), the estimation of the financial
resourczs Of the aid applicant (covered in Section C), the verification
of data reported by applicants {sxamined in Section D), and the
combination of the various available resources of student financial
assistance into individual aid "packages" (see Chapter 5). Although
these tasks appear tO0 be separate items, they are, in fact, highly
interrelated.

Perhaps the most integral term in the field of student financial
assistance is need. The Federal government nas, through legislation,
recognized tnat zach student's need for financial assistance is unique to
his or her individual circumstance. The current system of distributing
Campus Based aid funds has been built on this premise. As opposed tv the
centratized system whicn governs the distribution of Basic Educational
Opportunity Graats (BEOGs), the Campus Based programs shift the
responsibiiity to the local financial aid office which must assess,
evaluate, and package assistance to meet students' needs. While the
Basic Grant program has been designed to of fset the core costs of a
stdent's postsecondary ecucation, the Campus B8ased aid programs are
aimed at meeting the direct and indirect fiscal demands of that




education. The intent of creating a system which relies so heavily on
the local aid office was to promote equitable treatment of students
through an evaluation of their individual financial situations.

A General Model of Aid Packages

In order to determine what will be referred to here as the "gross
financial need" of an individual student, the financial aid officer must
identify two specific dollar amounts {see Exhibit 4.A.1). The first,
“total student expense budget," represents the total cost of a student's

_education at a particular institution. This includes the direct costs of
attendance--tuition, fees, books--as well as those expenses which are
indirectly related to the pursuit of a postsecondary education-~room,
board, transportation, and various personal maintenance expendituras.

The second dollar figure is the "expected total family contribution”
(EFC). Loosely defined, the expected total family contribution is the
amount of money which a student's fam*ly {including the student) can be
expected to contribute to the total cost of that student's education for
one academic year. This inciudes exacting specific dollar amounts from
certain categories of famiiy resources including: the previous year's
income {taxable and nontaxable); home, business, farm, and/or other
investment equities; spouse's earnings; student savings; and family
savings. The amount which a family is expected to contribute is computed
after allowing for individual family considerations such as the size of
the household, the nature of the income, and the number of household
members enrolled in postsecondary education, among others.

As jllustrated in Exhibit 4.A.2, by subtracting the EFC from the
total student expense budget, one arrives at the figure for the "gross
financial need” of an individual student. In attempting to design an aid
package which effectively meets this need, the financial aid officer must
draw upon the financial resources which are available to that particular
inst itution and the resjurces of the individual student. The options
available to that aid officer and the student will, to some degree, be a
function of the institution's geographic location, size, academic
programs, participation in the Campus Based Programs, and other
characteristics.
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SEHIBIT 4.a.1: THE FINANCIAL AID PACKRAGE

Supplemental Sdycational
Cpportunity Grant

-+
institutlonal Ald
-
Discretlonary Slata Funds

*
Brivate Ald Sources -

Natlonal Direct
Student Loan
-
Guarantaed Sludant Loan
-
Institutional or
Gross Private Loan ]

Ftnancial
Mead . Faderal Collage Work-Study

-
Sludent Academi¢ Year
zarnings

. -
Inatltutional or Community
Sponsorad WorksStugy

Othar
Qrants

Ald
Package

Basic Grant
-
State Entitlemants
-
Abllity Based Scholarships J

Sludent Summer Savings

Expacted Total Family
Contribution

Entitlements

Sludent/Famlily
RasQurce Base

A

Sludant
Expanse
Budget
Total




EXHIBIT 4.A.2: DETERMINATION OF NEED

STUDENT — FINANCIAL
EXPENSE CONTRIBUTION —_— NEED
‘BUDGET (EFC)

| —

e DEPENDENT STUDENTS INDEPENDENT STUDENTS
Juition & Feas, Books & | | Parental Contribution + Contribution from
S OO & oA | I Contribution from Student  Student (and Spouse's)
T,;ﬁg"g,,at,gn 808, an Assets + Contribution Earnings + Assets +
P from Nontaxable Income Nontaxable Income

TOTAL i EXPEETEDLTOTAL GROSS

READ: Total ‘student expense budget minus expected total family
contribition equals gross financial need.
In drawing together the elements highlighted in Exhibit 4.A.1, the local
aid officer attempts to balance all of the countervailing factors in the
aid process and realize the intended purpose of student aid--elimination
of the financial barriers to postsecondary education. The Keppel Task
Force Report had this to say on the subject:
One of the points at which the other inequities of the present
student ajd system can be corrected is where the institutional

student aid administrator pull: 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
_funne) of aid resources comes to its narrowest point and those
resources delivered to the student.l/

8. ESTIMATION OF THE cOST OF EDUCATION

Institutional financial aid offices are charged with the
responsibility of estimating the total cost of education for student aid
recipients. Working within Federa) guidelines, local financial aid
officers must establish budgets used in the calculation of Basic Grant
and Campus Based student aid awards due to the fact that the cost of
education is a prime determinant in calculating a student's level of
need. Expense budgets established for use with Campus Based programs

L/Francis Keppel, National Task Force on Student Aid Problems. Final
Report, (Brookdale, Calhtorma: The Task Force, I9/5), p. o8.




must also be tailored to meet the actual costs to be incurred by students
and must recognize that all students cannot live on the same budget. The
National Association of Student Fimancial 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 NASFAA-sponsored National Student Expense Budget
Conference held in March 1977:

As student budgets are contemplated, an institution must identify and
develop the economic standards which should be reflected 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 reasonable costs (that is moderately
modest but adequate) necessary to enable a student to attend a
post-secondary educational institution during an academic vear or
proportionate period thereof. The budget should provide for the
essential goods and services necessary to permit the individual
student to devote his/her primary energies to the pursuit of an
acceptable educational objective.2/

Basic Grant Budget Regulations

As with other aspects of the 8asic 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. This unique procedure is mandated by statute:

190.51 General attendance costs

Except as provided in Section 190.52 through 190.55, the follewing
are recognized as a student's costs 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.

2/National Association of Student Financial Aid Administrators,
Fundamental Financial Aid Seif Learning Guide (Washington, 0.C.,
NASFAA: 1980).




(b) Room and board:

(1) The amount charged the student by the institution under a
contract for:

(i) Room and board for the academic year,
(ii) Room, pius an allowance of $625 for board for the
academic year, or
(i14) Board, plus an allowance of $475 for room for the
academic year,

If no contract is entered into for either room or board, an
allowance of 30,100 for the academic year whether or not
the student lives with a parent, or )

If an institution enters into a contract with the student
for room and/or board for 1ess than seven days a week, a
daily rate will 2e computed based upon the standard
allowance and used for those days not covered by the
contract. This amount will be added to the costs
gstablished under clauses (i), or {ii), or (iii} of
subparagraph (b)(1), whichever is applicabie.

(c} An allowance of $400 will be made for books, supplies, and
miscellaneous expenses for the academic year.

(d) An institution may not charge a student who receives a Basic
Grant more than it charges a student enrolle9 in that same '’
program who does not rec2ive a Basic Grant.?

Despite this mandated procedure,the Basic Grant budget is Tikely to
vary from institution to institution as a result of differences in
associated costs, specifically the charges for tuition and/or fees and
on-campus room and board. In reality, these can be viewed as "fixed”
costs in the sense that the local aid officer cannot exert discretion
over the dollar amounts he or she -affixes to them. They are
pgedetermined by the applicable institutional governing authority.

Developing Campus Based Budgets

In developing Campus Based budgets, institutions are again confronted
with the existence of fixed costs. However, there is a great deal more
freedom to supplement these fixed costs as the total budget is con-
structed. In fact, the financial aid officer may inciude a wide range of
cost items in the budget including the anticipated expenses for tuition

3/Federal Register, Vol. 44, No. 18 - Thursday January 25, 1979,




and fees; room (housing) and board (food)-~-which, for the purpose of this
study, have been treated as a combined cost; transportation (commuting as
well as home visitation costs); and other personal expenses including,
but not limited to, books, medical, laundry, clothing, insurance, and
recreation costs. The use of these items as the basis for budget
preparation is derived from the Title IV regulations concerning the
definition of "cost of aeducation" 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 tuition and fees, the amounts charged by the
institution or the expenses reasonably incurred for room and
board, books, supplies, transportation, miscellaneous personal
expenses, and expenses related to maintenance of a student's
dependents. In the case of a student engaged in a program of
study by correspondence only, his costs of tuition and fees
shall be recognized as a cost of education for the purpose of
this part; provided, however, that travel and room and board
costs incurred specifically in fulfillment of a required period

of residential training may be considered a cost of education
for such a student.4/ -

Once the financial aid officer determines which categories of
expenses ha/she will allow for in the astablished standard, the next task
is to assign specified costs to each item. The derivation of these costs
figures, particularly the methodology employed, is an area of great
controversy within the financial aid community. A financial aid officer
must seek a balance between the realities of student circumstance, local
market cc‘ditions, student desires and needs, and the usefulnass of the
resulting budget as a base for developing 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 budgets provide a
base from which to build realistic expense budgets, reflective of the
life circumstances of individual students. In other cases, schools set
out strict parametars within which adjustments to the budget may be
applied.

4/20 usc 1070b.




Measuring Student Costs

Just as one would shop around for an automobile, a house, or a
doctor's services, so too do families compare costs of attendance at
several institutions under consideration. In order to encourage
rational, informed chofces, accurately measured and reported student
expense bg gets need to be provided to potential 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
discussfons of budgeting practices. From these discussions have evolved
some differing approaches to preparing student budgets. Wagner groups
these approaches into three categories. “These are: (1) use of
secondary sources; (2) use of a student survey; (3} use of student
expense diaries.“gj

Secondary sources, which may include local 1iving cost breakdowns
compjled by the Bureau of Labor Statistics, the Department of
Agriculture, or other local government agencies, may provide general keys
as to the overall anticipated cost of living in a given locale. Many
schools also rely on the publications provided by the American College
Testing Program {(ACT) and the College Scholarship Service {CSS} which
estimate the costs of attendance.

The Midwest Association of Student Financial Aid Administrators
Invitational Student Expense Budget Conference concluded that schools
would be best-advised to utilize a number of data-gathering techniques in
order to arrive at the most accurate budget totals. Specific
recommendations included the conduct of a survey of student estimated
expenses in order to get a handle on students' perceptions of their own
cost of living. An even more exacting practice is to require students to
maintain "student expense diaries." These diaries can provide a more
detailed picture of actual student expenditures. The conference

5/A1an Wagner, Cutting the Coat to Fit the Cloth: Student Expense
Budgets, {Washington, 0.C.t < llege tntrance txamination Board, 1976),

p. 8

8/Ibid., p. 22.

38




attendees caution, however, that the implementation of sophisticated
techniques for expense data-gathering can be 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 start of each new academic year to reflect current
economic trends.

Wagner reminds his readers of the true scobe of the debate
surrounding the method of preparing student expense'budget: "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
estimates for the same item."Z’ This will be worth bearing in mind

when considering the extent of the variance in the budg2t information
provided by the institutions.

Budgeting Ethics and Equity

As will be seen in the results portion of this section, there exists
a high degree of variation in the total budgets which institutiens
establish. This raises a number of issues concerning their utility. Are
schools developing these budgets purely as a measure of student cost or
are there other possible rationales for.a particuiar mode of budget
preparation? This issue is specifically addressed in the final report of
the joint "Midwest Association of Student Financial Aid Administrators
(MASFAA) /USOE Invitational Student Expense Budget Conference" held in
April of 1976, In a section which considers the use of standardized
student expense budgets, the authors warn:

.»+ the process of budget construction may easily be used for

purposes which do not serve the needs of students. For example,

student budgets should not be established fer manipulation or

inconsistent purposes, such as rationing of funds, justifying large

fund requests, showing that the full need of students has been met,
or recruiting students by publishering misleading institutional

costs. Rather, the aims of expense budgets should be to measure

2/agner, ibid., p. 22.




educational costs accurately, to serve as devices for administering

aid efficiently and responsibly, and to insure basic equity among

members of a defined group.8/
This report goes on to further address the question of equity in budget
preparation. Their basic conclusion is that a system which allows for
such a wide range of approaches to budget preparation leads, in turn, to
broad variance in the actual budgets which are assigned to students.
Moreover, under such an unbridled system, students cannot be guaranteed
that they will receive equitable treatment no matter which postsecondary
institution they choose to attend. As has been noted previously, the
assigned budget is an integral factor in the determination of a student's
“need" and, therefore, the amount of financfal assistance that student
may potentially receive.

In addition to consistency of treatment, there is another facet to
the issue of equitable budgeting nractices--that budgets should
accurately reflect the costs which a student will be expected to bear
during the academic year. The National Association of College and
University Business Officers (NACUBO), in its publication, The Management
of Student Financia) Aid, stresses the point that “reasonable budgets are
needed to calculate an accurate need figure for the student.“gj The
comparison of calculated student expense budgets with the “actual"
expenses incurred by students i3 a complex area of study. As can be
deduced from the previous discussion of the methods used to determine
specific cost items, there is no 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 “reasonableness” of the
specific cost items which comprise student budgets.

8/Midwest Association of Student Financial Afd Officers/United States_
Office of Education. Invitational Student-Budget Conference: WKorking
Papers, (Washington, 0.C.: MASFAA/USOE, 1976), p. 5.

3/National Association of Co]lege and University Business Offices, The

Management of Student Aid (WACUBO: washington, 0.C., 1979), p. 3T."
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The use of the terminology to describe some of the phenomena
assocfated with budgeting issues has been another topic of discussion.
NASFAA has this to offer on the term "reasonable®:

As this discussion proceeds, it may become necessary to employ
different words to connote the same meaning. This need arises,
in part, out of the uses of the word "moderate" and the phrase
"modest but adequate," which are not interchangeable even
though they sound similar. Webster's New World Dictionary and
Student Handbook provides for a choice of definitions which
include the following: moderate ... reasonable or ordinary ...
modest ... simple or reasonable ... not extreme ... The common
demominator of these definitions is reasonable.lQ/

Standard Budgets Adopted b} Institutions

The figures contained in Table 4.B.1 are the average hudgét figures
which institutions have established for three types of students. This
table shows that 2-year public institutions and 4-year private
institutions are the lowest cost schools and highest cost schools,
respectively, for all three budget classifications. Furthermore, this
table indicates that, by and large, institutions tend to be most frugal
in their udgeting of students who depend upon their parents for support
and housing and least frugal in their budgeting of students who live
off-campus_but apart from their parents.

Table 4.B.2 indicates that for the student living at home with his or
her parents, the differences in student budgets across types of
institutions are due to differences in the tuitifon and fees charged by
the types of institutions. However, Table 4.B.2 leaves unanswered two
questions. First, are there significant differences in the 1iving cost
components of budgets for students who do not 1ive at home with their
parents across insitution types? Second, within each institution type
are there significant differences in the living cost components across
iving arrangements?

Table 4.B.3 reveals that 4-year public institutions assign less for
room and board expenses for students who live at home with their parents
than proprietary schools do. This table also shows that 4-year schools

10/naskaA, ibid., p. VI.4.
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TABLE 4.8.1: STUDENT BUBGET TOTALS FOR THREE STANDARD BUDGE‘{S, 8Y LEVEL AND
CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-79 1/

{nstitutional Level ind Control

Type of 4-Year t.Year 2-Year 2-rear
Sudget AL Bublic Privite Public Private Proprietary

fastc 2,3/ 3.520 (457) 2,317 {1485) 4,845 (1S3) 2.1« (79) 3,651 (32) 3977 (49)
On-Campus 1/ .55 (379)  3.085 {139) 5,008 (157) 1,578 (39) 3,066 {29) 2.418 {24}

0FCampus, 4,239 (49} 1.9 (152) 5,412 (15) 3,178 (79) 4,083 {2¢) 4,599 {46)
ot «Ith Pirents 3/

17 The oumber in parenthesis is the mumber of Institutions reporting.

2 3asic dudager: single. dependent. lives st home, full-time, nine months. state resident {if appilcable to
tuition); OnCampus: same a5 basic budget excent that student iives (n on-campus housing; OFf-Lamgus, not with
pirents:  same 35 basic budget sxcapt that Student lives off-campus and does not live -«ith parents.

3/ dasic

Source of 0.F. Mean F Ratio Yoo 2-vesr 2-Year
Yariation Square {Prodadility} Privite fublic Private Proprietary

Tiiween 110,767,378 112,62 t-Tear Feltl. 10 Fe33.25 Fe70.13
Groups pPubiic

#thin 983.579.8 {0.00) J.Year Fe261.78 Fe25.82 Feid 98
sroups Private

Total . 2-Ymar Fe3d 16 F=67.18
Pubiie

4/ On-Camus

Stures of 0.r. Moy F Racto d-Toar LoTear 2-Tesr
‘fariation Square {Prodbabiltty) Private Publie Private rooristary

Jetween 128,301,904 99.12 taYerr Fe213.00 F39.33 Fel6.55
Groups Pubtlic

Within 157 1,294,459 {0.00) d.Year Fa251.97 #+17.60
Groups Private

Total k| 2-Tear Fe$1.49
publie

2-Tasr
Private

3/ off-Camus. Yot with Parenms

Source of 0.r. Mean F Ratio d.Tear LeVoar
Yiristion Seuare {Probabiiity} frivate Private Sropriecory

103.674 348 5i.73 deTasr Fe191.19 F+29.83
public

413 1.679,429 {0.00} d-Year Fel85.33 721,74 Fel2.20
Prt vate b

y X .
41 3.,:??: 1 02 Fo 2.3t Fe18.0%
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TABLE 4.8.2: BASIC STUDENT 3UDGETS (N DOLLARS), 8Y LEVEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1973-701/

Institutional Leve) and Control

Basfc
dudget 2-Yeaar 4-Year 2-Yaar 2-Year .
Components ALL Pubiic Private Publiz Private Propristary

Tuition and Fess 1,548 (550) 586 (162) 2,791 (192) 408 {89) 1,811 {39} 1,672 {68)
(For restdents) 2/

Room and Soard 3/ M3 (a88) 207 (146) 388 (154} 956 (81) 927 {33) 1,052 (52)
Transporeation 4/ 357 (466) 382 (146} 360 {154) 447 (a1) 333 (33) 265 (52)
ALY Other 636 {466} 636 {146) 640 {154) 520 {8l) €30 {23) 6548 {52)
3udget Tota) §/ 3.521 (457) 2,517 {145) 4,645 {153) 2,414 (78) 3,661 (32) 3,977 (49)

fon-Resi dent 851 {231) 1,044 {154) a3 (3) 121 (712) ns (2) -
Tuition Surcharge 6/

L7 The nomber of institutions reporting is given in parenthesis, BSudget components wiil not sum exactly to budget
totats due to rounding and missing data,

M

2/ Tuition and Fess

Source of D.F. Mean F Ratie 4.Year Z-Year 2-Yaar
Yarjation $qQuare {Probability) Private fublic Private Proprietary

datwesn 4 133,217,888 222,18 s-Year Fr$39,41 Fz66.11 F«70,81
Sroups Public

within 537 . 599,500 {5.00) 4-Year Fa28.54 Fa49,26
Groups Private

Totad 541 2-vear F289,07 F295,34
Public

3/ Room and 3oard

Source of D.F. Mean F Ratio 4-Year 2-Yeur
tariation Square {Probabitity} Private Public Propristary

LY

Betwaen 544,228.94 .72 4-Year F28,65
Groups Public .

Within 155 237,270.62 {0.03)
Groups

Total 459




TALE 4,3.2 COMTINUED

4/ Transoortatton

Souree of D.F.. Htean F Ratio s-Year 2-tepr 2-Tamr
Tardation Sguare {#robabi1tty} Private Pubife frivate fropristary

e
Betwesn 4 286,888.31 3,26 4=1ear . - - Fe 9,33
Grougs Pubiie

Wthin 48§ 50.847.29 {0.09) doVear
Groupt rivate

Fe7.29 -

Total oYear
Pubtie

§/ Sudget Totad

Source of 0.F., . Mean . F Ratto 4-1asr -tem 2.vear
Yariation . Square {probabiiityl

Private Public Arivate froprietary

Jetwesn 4 110,767,378 112.82 d-Taor
Groues Pubide

#ithin 46 983,580 {O.W] f=Yo3r
Grovos Private

F=141.10 - Fe33.28 F+70.23

F»261.78 Fe25.32 Frld, G4

Total 450

Z-tear Fela.48 Fe67.78
ubiic

8/ Mon.Aesident Tuitfon Surcharge

Source of 0.7, Mean F Ratto LY

2-Tem 2-Year
fariaeton Squire {Probabitity) ?rivate

publie Private

Setwenn 3 1,419,490 7.0%
Groyos

d-Yezr . Fe2d,15 -

#ithin
Groups

Total

22§ 201,288

228




TABLE 4.3.3:

LIVING COSTS 8Y STUDENT TYPE, BY
INSTITUTION:

L
7

E
ACAQEMIC YEAR 1973-79%/

EVEL AND CONTROL OF

Institutional Level and Control

Sidget 4-Year d-Year 2-Year 2-Year

Lomponent ALt Public Private Public Private Proprietary
Room and 3oard:
Living at Heme 941 (466) 807 (146) 888 (154) 956 (81) 927 (33) 1052 (52)
With Parents 2/
Living On-Campus 3/ 1,162 {197)  1.462 {140) 1,565 {158) 13 (37 1.297 {26} 414 (26}
Living Off-Campus, 1,683 {459} 1,640 (154) 1,713 (155) 1.785 (76) 1,296 (25) 1.677 {49)
Mot with Parents
Transgortion
and Uther Gosts:
Living at Home 293 {466) 1,009 (146) 1.000 (154) 1.066 {81) 962 {33} 912 (52)
#ith Parents
Living On-Campus 3/ 658 (387) 884 140) 858 (1s8) 455 (37} 314 (26) 363 (26)
Living OFf-Campus, 995 (459) 1,016 {154) 1,005 (155} 1,086 {76) 1,051 {25) 881 {49)

Mot with Parents

1/ The mmber of institytions reporting is given in parenthesis.
arrangements are for state residents only.

2/ Room and 8oard. Living at Home with Parents

Furthermore, the budget components and 1iving

Source of 0.F. Mean £ Ratio de¥our 2-Year 2-Year

Yariation Square . (Prodability) Private Public Private Proprietary
getween 4 644,220,904 2.n d.year - - . F*8.65
Sroups Public

dithin
Geoups

455

Fotai 459

237,270.62




TABLE 4.8.3 CONTINUED

3/ Room and Board, Living On-Campus

Source of 0.5, Mean f Ratio 4-Toar Z-Year Z-Year
Yariation Square (Prabability) Private pubife Private Proprietary

Between 4 10.583.123 43.06 d-Year F=54.76 Fe84.95 -
Groups public

Within 375 245.050 {0.00) 4-Year £279.04 £=104.50
Groups Private

Total 79 . 2-Vear fr18.26
pubiic

Z-Year
Private

I/ Transportation and Other Costs, Living On-Campus

Source of 0.f. Mean f Ratio 4-Year 2-Tamr 2-Yeur
Yariation Square (probabiitty) Private Pubife Private proprietary

Between 2.529,161 13.17 4w Year F=26.70 F=26.77
Groups Publtic

Within 375 192.081 {0.00) 4~ Year F=24.22 fF=24,62
Groups Private

Total 379 2-Tear
- Public

2-Yeoar
Private




and 2-year private institutions budget larger room and board allowances
than do proprietary and 2-year public schools. It should be noted that
the costs assigned for on-campus ronm and board are out of the control of
the local aid officer. These are' fixed costs, set by the institutional
housing administrators and are not subject to the discretion of the aid
officer. On-campus housing and food expense levels are similar to
tuition and fee costs in that they are predetermined by institutional
jgoverning authorities. Additionally, a relatively small number of 2-year
and proprietary institutions maintain dormitory facilities for their
students, and those that do often offer only a limited number of Spaces
and reserve these for the most needy students; thus their costs may be
artificially low.

Table 4.B.3 shows that the pattern of significant differences between
institution types for costs assigned to room and board expenses for
students living on-campus also applies to the amount that aid officers
budget for transportation costs and other expenses for this same category
of students.

Table 4.B.4 addresses the question of differences of living cost

. components across living arrangements, given an institution type. Note
that in constructing this table, the sample is restricted {o schools
providing information on all three 1iving arrangements, Therefore, there

is no possibility of a bias being introduced by the presence of
nonrespondents.

Table 4,B.4 indicates that with the exception of 2.year public
institutions, aid offices budget less for room and board for students
Tiving at home with their parents than for students living on-campus. In
addition, only 2-year private schools do not budget significantly more
money for room and board for students 1iving off-campus on their own than
- for students 1iving at home with their parents. Finally, 4-year public,
2-year public, and proprietary institutions provide significantly higher
room and board allowances for students living off-campus apart from their
parents than for students living on-campus.

4.F“_?







TABLE 4.3.4

CONTTi.UED

4-Year drivate

Living
On-Canpus

Living Off-Campus,
Not with Parents

Living at Home
With parents

te -13.52

tr -11.76

2-Year Public

Living
On-Campus

Living Off-Canpus,
Not with Parents

Living at Home
With parents

Living On-
Campus

tr -4.66

te 23,62

Z-1ear Arivate

Living
On=Campus

Living Off -Campus,

Mot with Parents

Living at Home
With Parents

ts -2.18

Proprietary

On=Campys

Living 0ff-Campus,
Not with Parents

Living at Home
With Parents

Living On-
Campus

t= -2.80-

te 23,96

3/ Transportation ang Other Costs:

Significant Jifferences at the 5 vorcent ievei,

At Schoois

Living
OnCamus

Living Off<Campus,
Kot with Parents

Living at Home
With Parents

Living On.
Campus

tr 5,04




TABLE 4.B.4

CONTINUED

é=Year public

Living
On-Compus

Living Off-Campus,
Hot with Parents

Living at Home
With Parents

Living On-
Canpus

t= §,52

d-Year private

Living OFf-Campus,
ot with parents

Living at Home
With parents

Living On-
€ #mpus

2-Year Public

Living
Gn-Campus

Living Off-Campus,
Not with Paremts

L iving -at Home
With parents

Living On-
Campus

t = 5.86




These significant differences in room and board allowances across
types of 1iving arrangements could lead the student, and his or her
parents, to conclude that moving out of one's parents' home is quite a
desirable option since it appears that the institution will provide
financial aid to meet all of these costs, while they have placed a strict
1imit on the costs associated with mai* aining that student at home.llf
Aid officers may ba tatiay th2 vizw that the actual costs to the parent
Womgiagaioing 3z 210D v @ g or she attends a postsecondary school are
limited, and not all that much above the costs which would nermaily be
incurred by that family. For example, it is a contention that charges
for rent, mortgage, utilities, or household support may not vary at all,

or differ only slightly, due to the presence at home of one child.

Table 4.B.4 aléo indicates that with the exception of 2.year private
institutions, all nonproprietary schools budget less money for
transportation and other costs for a student living on-campus than for a
student living off-campus, regardliess of whether or not the latter lives
with his or her parents. This indicates that aid officers are willing to
take into account the cost of commuting to school if one lives
of f-campus. One suspects that in this era of rapidly rising gasoline
prices, trensportation costs will become an ever larger portion of the
cost of education for off-campus students. It will be up to local aid
office(r)s to monitor and react to such circumstances.

A more simpiified approach to viewing the components of each budget
is to examine the proportion of a budget which is comprisaed of living
costs. Table 4.B.5 presents these percentages, including both state and
out-of -state residents. These figures represent the parcentage of "the
student's total cost which iS spent on his or her personal support. The
remaining percentage is returned directly to the institutions in the form
of tuition and fees. Thus, it appears that students at 4-year private
schools, regardless of how they are financing their education, are able
to utilize a significantly smaller percentage of their aid for living

ll/This, of course, assumes that the school will package aid to meet
the full cost--an issue which will be addressed in Chapter S,



TABLE 4.B.5: LIVIﬁG COSTS AS A PERCENT OF BUDGET, BY LEYEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1978-791/

Institutfone]l Lavel and Contral

Type of 4-Year 2~tear 2-tear
Audgat , Private Pubiiie privite Proprietiry

-

State Rasident:

Baste 3/ 50.6 (479) al.4 (153) 5.8 (32) s2.2 (49
onCampus Iy . 48.4 (379} 48.3 {157) 53.1 (28) 17.3 (24
0Ff Lamous, 4/ §5.4 (449) . 50.3 {is4) . 5§.7 (20 35.5 (48}

Qut-of -State
nesigent:
3aste §/ N/A 43.8 {107) A

On-Camous 5/ /A 5.1 (1) N/A

Arf-Campus 7/ VA 6.1 (142) H/A
— ———________———
L/ The number of instituticns reporting is given in parenthesis.

2/ 3tate Resident, dasic

Source of  O.F. Msan - F qatio 4-Year 2.7 ear 2-fmar
‘rartation Sauare {Probatility} Privats Publie Privace Propr fetary

Begween 4 31.451.19 187,22 4-Year F*452.09 F= 29,89 F* 58.23 Fe86.71
Groyos Publte

Within 48 157.9 {0.00) d=Yesr Fe583.12 Fe 23.65 f» 23.01
Sroups private

rotal 850 ) 2-Yerr F.115.46 Fol57.75
pubHe

3/ State Resident, On-Campus

Source of 0.F,  Mem F Ratio a-Yeur 2+Year 2-Year
Variation Squere (Probabfiity} Private Publie Private Propristary

getween 23,295.66 51.97 d-Yedr  Fel189.92  Fe57.S7  Fe3luds F*170.89
Growps Public

Within 167 42,12 {0.00} 4-Year Fe 48.17
Groups Private

Totai m 2-Yesr Fe 35,38
. Pulelie

2+Year
Private F» 40,38




TABLE 4.8.5 CONTINUED

4/ State Resident, OFF-Campus

Source of D.F. Mean F Ratio 1-Year 2-faar 2-Year
Variation SqQuare {Probahillty} Private Public Private Proprietary

Between 24 ,255.10 5,1 1.y = ; £237 .09 £2830 21
Groups Pupiic

Within 227,32 {0.00} d-Yeap’ F2257.86
G roups Private

Total Z2-Year Fe62.90 F297.16
Public

S/ Cut-of -State Resident, Basic

Source of D.F. Mean F Ratfo
Yarfation Square (Probability}

Jetwasn 2.688.07 7.4l
Groups

Within 159 2.2 (0.01)
Grouns

Total 150

6/ Jut-of-State Resident, On-Campys

Source of 0.F.  Heaw F Ratio
variation Square (Probability}

Batween 1 5.312.89 17.83
Groups

dithin 156 354.03 {0.00)
Groups

Total 157

7/ Out-of -State Resident, Off-Campus

Source of D.F. Hezn F Ratio
Yarfation >quare {Prohabilfty)

Jetween 1,881.15 9,70
G rowps

dithin 01 191.83 {0.00}
Groups

Total 02

Q
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expenses than their counterparts at public institutions. The high cost
of tuition at privately controlled institutions results in their receipt
of a larger portion 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 doliars. 12/

Adjustments to Standard Budgets

Married Students with Dependents

In response to an inquiry as to how they treat the budgets of married
students with dependents, slightly under 65 percent of all institutions
responded that they made additions to the standard budget totai.

However, this percentage was not uniform across institution %ypes.
Significantly higher percentages of 2-year private (53.6 percent) and
proprietary (63.3 percent) institutions responded that they did not make
budget adjustments for married students with chiidren than d.d 4-year
public (8.5 percent), 4-year private (31.1 percent) and 2-year public
{18.2 percent) institutions. Table 4.8.6 examines the dollar adjustments
which schools make to allow for the support of one dependent.

Note, that for most institution types the largest oercentage of
dollar adjustments falls in the range between $700 and $850. It is
probably not a matter of coincidence that the standard Federal Internal
Revenue Service deduction for additional dependents for the 1977 tax year
($750) also falls in this range.

Married Students with a Student Spouse

Slightly over 60 percent of all participating institutions do not
make budget adjustments for students with a student spouse. However, as
in the case of married students with children, there are significant
differences in this percentage across institution types. A significantly

12/appiied Management Sciences, Study of Program Management Procedures
in the Campus Based and Basic Grant Programs. Final Report,
Volume II, (Silver Spring, MD., May 1980), pp. 5.12.5.14.
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TABLE 4.8.6:

AND. CONTROL OF INSTITUTION:

PERCENT OF INSTITUTIONS EMPLOYING SPECIFIC BUDGET
ADJUSTMENTS FOR MARRIED STUDENTS WITH CHILODREN, BY LEVEL
ACADEMIC YEAR 1978-791/

adjustment
(Amunt
per Child)

Inst ftutfonal Level and Control

4-Year
Public

2-Year
Puplic

4-Year
Private

2-Year
Private

Praprietary

502/
$1-499
$500-699
$700-349 3/
$800-999

310000'102‘9
$1.250 and QOver 5.8 5.7

8.5
6.3
14.9
3.9
8.9

3.1 18.2
6.7 6.3
8.4 10.7

15.8 29.9
8.3 10.8

19.0 19.5

10.6 4.7

§3.6
0.0
3.2

18.9
2.8

18.32
3.2

63.3
5.2
5.9
13.9
0.9
8.4

Institutions

Reporting

509 159

163 86

R

17 Colymn sums may not etual to 100 perc;ét due to rounding.

2w

Source of
¥Yariation

F Ratio
{Probabiifty)

0.F. Mean
Square

2-Year
Public

2-Year
Private

Proprietary

Between
Groups

Within
Groups

Total

4.27 25.61

0.17 {0.00)

4-Year
Public

4.Year
Private

2-Year
Pub He

Fe32.%6

Fe 7.97

Fel7.48

F=81.93

F=28.21

F=44.65

3/ $700-849

Source of
¥Yariation

0.F. Mean

F ratio

Square {Probability)

2-Year
Public

4-Year
Private

2-Year
Private

Proprietary

Batween
Groups

Within
Groups

Total

6.64

d-Year F=19.96

Public

Fe13.53




TABLE 4.2.7: PERCENT OF INSTITUTIONS SMPLOYING SPECIFIC SUDGET
ADJUSTMENTS FOR MARRIED STUDENTS WITH A STUDENT SPOUSE, i‘!
LEVEL ANO CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-791/

_—_—————  _— _______ —  —— /— ———— ——
Institutional Level and Control

4-Year Z-Year 2-Year
Adjustment Private Pubtic Private Proprietary

0 2/ %.0 37.0 77.2 88.6
$1-499 ) 2.2 5.9 0.0 2.4
$500-699 I/ 1.0 1.1 6.7 0.0 0.0
$700-849 8/ 2.6 9.6 1.3 3.3 0.0
$800-999 5/ 2.2 0.0 5.7 0.0 0.0
$1,000-1, 209 a5 a8 5.3 13 0.0
$1.250 and Over 5/ 2.8 1.9 .9 X 16.2 9.0

Enst ftutions 445 136 k] | 62
Reporting

— __ _________ _ ____  — | — - _——
1/ Column sums may not =aual 100 psrcent due to reunding.

2%

Source of Hean F astio d.Year 2-Ymar Z-Year
variation Souare {Probability) Private Public Private froorietary

-

Setween 219 149,99 Lu¥agr Fel6.58 Fel2.51 F*56.99
Growps - Pubiic

dithin Q0,22 {0.00) 4-Taar Fe20.17
Grovps Private

Totai Z-Yer Fel6.49 Fe40.40
Public

3/ $500-69¢

Source of . Mean F Ratio 4=Yaar Z2-Year Z=To2r
Variation Square {Provabifity) Private Pubiic Private ProbPrietary

Setwaen 0.15 rel 2.Tep £+10.25 Fel.79
Sroups Public

Within 0.04 0.00
Groups

Total




TABLE 4.8.7 CONTINUED

4/ $700-849

Source of
Variation

F Ratio
{Probabitity}

4-Year 2-Year
Private Pubtic

2-Year
Private

Praprietary

Jetween
Grovps

Within
Groups

Total

5.22

{0.00)

F+17.18

F+11.10

5/ $800-999

Source of 6.7.

Yariation

F Ratio
{Probability)

4-Year 2-Year
Private Public

2-Year
Private

Praprietary

Between
Groyps

Within
Groups

Total

3.61

(6.0}

Fe 9 48

67 31,250 and Over

Source of n.F. Mean F Ratio
Yariation Sauare {Probability}

4-Year 2-Year
Private Public

2-Year
Private

Proprietary

Between 0.9 4.55
Groups

Within 0.20 {0.00)
Grouws

Totat

4-Year
Pubiic

d-Year
Private

F=12.47

Fe13.62




higher percentage of proprietary scnools (88.5 percent) do not make
adjustments for students with a student spouse than the percentages of
4-year public (33.3 percent), 4-year private {56.0 percent), and 2-year
public (37.0 percent) institutions. In addition, the percentages of
private institutions which do not make adjustments to the budgets of a
student with a husband or wife who is also a student are significantiy
higher than the percentages of public institutions not making such
adjustments. Similarly, the percentages of 4-year pubiic (33.9 percent)
and 4-year private (34.9 percent) schools which make budget adjustments
of $1,250 or more for these types of students is sfgnificantly higher
than the percentage of proprietary institutions (9.0 percent) which make
adjustments of simflar dollar magnitudes for students with a student
spousa.

Other Budget Adjustments

One of the sub-groups which comprises the nontraditional student
population is the "part-time” student. Part-time students are rapidly
becoming the most significant minority, and, in many cases, the majority
of the student bodies, at a growing number of institutions.- 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. Norma11y,‘schoo1s astablish a required
number of credits per semester (e.g., 12 or 15) for students to qualify
as full-time. Students who take less than these requirements are
considered to be part-time. The government has established a course lcad
floor, below which it will not recognize students as being eligible for
afd--"half-time or more." At a school which requires a student to take a
minimum of twelve credits to be considered full-time, for example, a

student would have to take six credits or more in order to be considered
eligible for aid.

The majority of institutions surveyed take into account the special
circumstances of part-time students in the assignment of budget totais.
Furthermore, 61.8 percent of the financial aid office(r)s prorate the
budget in accordance with the course load carried by the student.




TABLE 4.8.8: PERCENT OF INSTITUTIONS WHICH MAKE BUDGET ADJUSTMENTS FOR
THE FOLLOWING, BY LEVEL AND CONTROL OF INSTITUTION:
ACADEMIC YEAR 1978-791/

Institutional Level and Control

4-Year §-Year Z«Year 2-tYear
Adfustmant ALL Public Private pPublic Private Proprietary

part-time Students:
o Hot Adjust 2/ 26.7 (519} 20.8 (181 16.0 (173) 24.1 (86) 18.3 (37} 42.} (97}

Prorated

Adjustment 6.8 (519)  62.8 (161) 70.8 (178) 63.4 {86)  70.5 (37} 0.5 (S7)
#on-Prorated

Adjustment 1S (519)  16.4 (161} 13.2 (178) 1.9 (s6) 112 (37) 1.3 (57)

Higher Costs of
8ooks and Supplies
in Academic

Program 3/ 50.5 (530) 71.6 (161) 45.4 ()88) 72.3 (88) 2.2 (N 28.8 (56}

Special Academic

Program Costs

{e.g., Equipment,

Field Trips) 4/ 42.6 {537) s7.7 (162} 48.1 (i89) 56.0 (88) 3 (39) 21.3 (s9)

Other Educationally

Related Expenses

{e.g., Higher

Comhuting Costs) 5/ 52.5 (543) 67.1 {162) 59.6 (190) 60.6 (g8) 46.5 {39 3.9 (64}

Other Sxpenses
{e.9., Health
Care, Child

Care} 6/ 59.6 (548) 7?.2.{163} $9.6 (194) 73.5 (88) 50.1 (38) 43.1 (695)

1/ The number of institutions reporting 5 given in parenthesis.
2/ Do Hot Adfust

Source of 0.f. Mean F Ratio 4-Ycar 2-Year 2-Year

Yariation Square {Probabitity} Private Public Private Proprietary
Between 4 0.52 .22 4-Year - - - F=11.01
Grougs Public

Within 514 0.16 {0.01} 4-¥aar - - F=17.03
Groups Private

Total 518

3/ Higher Costs of 8ooks and Supplies in an Academic Program

Source of 0.F. Mean f Ratio 4-Year 2-Year 2-Year
¥ariation SQuare {Probabillty) Private Pubifig Private Proprietary

Setween 4 1.8 15.86 d-Year F=26.46 - F=20.58 £=31.25
Groups Public

Within §19 _  0.22 (0.00) a-Year £=19.44 . .
Groups ’ Private

Total 2«Year

Public

Fri8.78

.29 ]1g



TABLE 4.B.8 CONTINUED

4/ Spectal Academic Program Costs

Source of 0.F. Mean F Ratio 4.¥ ear 2yer 2-Year

Variation Square {Probability) frivate fublic frivate froprietary

Between L] 1.76 7.5 {Yeor - . Fe 9,16 F=22.35

Groups Public

Within 526 .24 {0.00) 4.Year - . Fel2.55

Grougs Private

Total 5% 2«Yerr - Fe16.83
fublic

5/ Other Educationally Related Expenses

Source of 0.F. Mean F Ratio
variation Square (Probability)

4.Year
Private

2«Year
fublic

Z-Year
frivate

froprietary

H

Between 1.83 8.42
Groups

Within . {0.00}
Groups

Total 540

4-Year
Public

4-Year
frivate

2-Year
Public

Fe19.06

F=11.70

Fe 9,99

6/ Qther Expenses

Source of 8.F. Mean F Ratio
variation Square {Probabili ty}

4-Year
Pfrivate

Z-Year
fublic

2«Year
frivate

froprietary

Between 1.83 8.42
Groups

Within . . {0.00)
Grouns

Total

a-~year
fublic

2-Year
Public

F=i2,57

Fel0.41

Fe23.16

F=15.06




Institutions which prorate part-time student budgets are, in a sense,
equating the level of support which they should be required to provide
the student with the level of commitment which that student has been able
to make to his or her education. Schools which allow part-time students
to be budgeted for the full cost of their education are not making a
distinction between members of the student popuiation on the basis of
full-time versus part-time student status and are recognizing that
part-time students still have full-time living expenses.

Many aid offices indicated that there are a number of student-related
expenses which will prompt them to adjust standard student budgets.
Significantly higher percentages of 4-year public (71.6 percent) and
2-year public (72.3 percent) institutions adjust budgets for the higher
costs of books and supplies for specific academic programs than do 4-year
private (45.4 percent), 2-year private {32.2 percent) and proprietary
(28.8 percent) schools. A significantly lower percentage of proprietary
institutions (21.3 percent) adjust a student's budget for special
academic program costs than do 4-year pubiic (57.7 percent), 4-year
private (48.1 percent) and 2-year public (56.0 percent) institutions.

The specialized programs offered by proprietary institutions, smaller
average size of private schools, and the already high totals budgets due
to the tuition costs at these schoolslgf may all act to preclude such
budget adjustments.

Significant1y higher percentages of the aid offices at 4-year public
(67.1 percent), 4-year private (59.6 percent), and 2-year public (60.6
percent) institutions adjust student.budgets for "other educationaily
related expenses," (e.qg., unusually high transportation costs, child
care), than do proprietary institutions (34.8 percent). Slightly less
than 60 percent of all schools adjust student budgets for other eKPeﬁSES
although the percentages of 4-year private (59.6 percent), 2-year private
(50.1 percent), and proprietary (43.1 percent) institutions which do so
is significantly lower than the percentage of 4-year public (77.2 percent)
schools, indicating that 4-year public institutions may be slightly more
responsive to the individual needs of students.

13/see Chapter 2, Table 2.8.1.




C. ESTIMATION OF THE FINANCIAL RESOURCES OF THE AID APPLICANT
Appiication for Aid

The determination of the student's expected total family contribution
is a process which has been subject to intensive review and revision by
the 4,5, Office of Education as well as by the financial aid community in
general. The student and/or his or her family begin the need analysis
process by compieting financial aid appiication forms. Individual
institutions may require students to complete any number or combination
~.of aia applications supplied by private need analysis services, BEOG,
states, foundations, other government agencies, or the institution
itself. The choice of forms that an institution requires aid applicants
to complete will largely be a function of the type of aid programs
offered by the school. For example, institutions 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 unigue need analysis methodology.
Students applying for a Basic Grant must have the application processed

directly by the UY.S. Office of Education (USOE) and may apply by

completing a special Basic Grant Application Form. For the past few
years, USGE has been processing Basic Grant appiications from information
abstracted from financial aid forms submitted to the College Scholarship
Service {CSS), the American College Testing Program {ACT), and the
Pennsylvania 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
appropriate box, automatically apply for a Basic Grant 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 analysis report" (NAR). This report detaiils the
student's expected total family contribution and estimates his or her
eligibility for BEOG., Although both ACT and CSS operate roughly under




the same guidelines for need analysis, they employ different application
forms. Basic Grant eligibility is computed actording to strict Federal
regulation (see the Federal Register 7/26/79, Part V. Oepartment of
Health, Education and Welfare--45 CRF Part 190). Students receive a
Student Eligibility Report (SER) by mail directly from 8EOG. The SER
notifies the student of his or her status with respect to BEOG
eligibility. Eligible students then bring the SER to their school's
financial aid office, where an aid officer then sets the BEOG award level
accord ing to the USOE-published 8EOG payment schedule. This schedule
considers the student's cost of education, 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 number, printed on the SER by
the USOE application processor, which identifies the degree of the
student's need, in accordance with the BEQG methodclogy. The student’s
Basic Grant award is jnversely related to the size of the student’s SEI.
A student with an SEI of zero (“0") is 2ligible for the maximum Basic
Grant award, while a student whose >cl is over 1,600 (for the 1378-79

academic year) is deemed ineligible to receive a BEOG;lﬂ/ The
budgeting procedure to be employed in calculating Basic Grant awards is
also specified by statute {see Section A of this chapter).

Family Contribution

For the financial aid officer, the key to judging the need of an
individual student, relative to other applicants for aid, is that
student's calculated Expected Family Contribution (EFC). In their
attempts to allocate a limited pool of finmancial aid resources, many
schools use the EFC as a means of ranking students with respect to
need--the lower the EFC, the needier the student is considered to be.

1 /por 1979-80, the maximum Basic Grant was raised from 31,600 to
$1,800. As such, students assigned SEIs ranging from zero to 1,800
were eligible to receive BEOG awards. For 1980-81 the maximum BEOG
award was reduced to $1,750. )




When schools receive the appropriate need analysis report, they are
given the opportunity to review the calculated EFC and adjust it as they
deem necessary (20 USC 107062(a)(2); 45 CRF 176.12(c), 186.12(f}). This

'may be done in cases where the financial aid officer believes that the
student is experiencing "unusual circumstances® (CSS, ACT, and a number
of other aid applications allow students to document such circumstances).
For students who file as dependents, the bulk of the EFC is generally
comprised of "parental cdntribution“ (PC) since their parents are, in
most cases, the prime sources of support. This portion of the EFC has
colloquially been referred to as the "parents' fair share" contribution
to a dependent's education. Thus, for students who file as dependents,

this adjustment is usually incorporated in the parental contribution (PC)
segment of the EFC.

Benchmar\ Figures

In order for a specific need analysis system to be considered as an
appropriate means for computing student eligibility for Campus Based
assistance it must conform to standards established by USOE. These
standards are contained in the "benchmark figures" published yearly in
the Federal Register by‘the Commissioner of Education. Benchmark figuras
are comprised of sample cases of student aid applicants and their
resulting expected family contributions. Need analysis systems which
seek USOE certification must calculate family contributions within $50 of
the USCE benchmarks in a majority of cases. In this manner, USCE
maintains consistency in need amalysis without assuming direct control of
the assessment of student eligibility for Campus Based funding.

"-ﬁeed iﬁgiisis Formuias

?he term "need analysis,® itself, reflects some oi the confusion
surrounding this process. As was outlined in the introduction to this
chapter, a calculation of the expected family contribution is only one
facet of the process of determining a student's level of need. Students,
financial aid officers, USOE, and the Congress have all, at one time or
another, expressed dissatisfaction with the computation formulas that
comprise the basis for arriving at expected family contribution levels.
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As part of the hearings on the Reauthorization of the Higher Education
Act held in May 1979, Constance White, Director of Undergraduate Financial
Aid at Yale University, offered the following thoughts on the issue of
adnerence to the calculated family contribution:

It must be realized that the contributions calculated by
the major financial aid services provide a consistent and
equitable calculation applied to information submitted on the
need analysis input documents. The resulting contributions
should be considered as reliable recommendations but only as
recomendations. They are a guide to judgment but not a
substitute for the review and appropriate adjustment by
knowledgeable financial aid administrators.

The information submitted to the financial aid services is
frequently supplemented by documents submitted directly to the
financial aid office. In addition, the aid administrator may
request clarification of the initial data submitted or a tax
return in support of the application. 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 can the complexities faced by individual students
and their families be incorporated into the final contribution
Tigures. {Emphasis added.JI5/

Ms, White raised the concern that the financial information from which
the expected family contribution is derived may not always be pertinent
to the situation of every student in every possible circumstance. In the
case of independent students, it has been arqued by others that basing
the student's contribution on his or her income from the prior year is
not a valid means of assessing a student's ability to contribute while
enrolled in a postsecondary institution. At these same hearings,

Joel Packer, then the Legisiative Director of the United States Student .
Associat1oﬁ, explained to William Ford, Chajrman of the House of
Papresentatives' Education and Labor Subconmittee on Postsecondary
Education, that independent students who have "stopped out" of school and
worked full-time for a year or more are being asked to contribute

15/constance White, “Overview of the Need Analysis System and Uniform
Methodology," in the y,S, Congress, House, Committee on Education and
Labor. Hearings on the Reauthorization of the Higher Education Act.
Washington, D.C., May 1979, Volume 3, p. 119.
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financially to their education and 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

+ + » the student aid officer in the institution be given

the ability to determine whether, in fact, the previous

year's earnings wai related to what the present year's

earnings would be .16/

Latter portions of this chapter outline the information which

institutions provided on the frequency of adjustments made to calculated
family and parental contributions.

Applications for Aid

The USOE is concerned with maintaining a certain level of consistent
practice and equitable treatment of students among the great 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
viith others in the financial aid comunity, is working towards adoption
of a "common form" in an attempt to further standardize the need analysis
process.

E

ACT and CSS have worked closely with USDE in this effort to develop a
common need analysis system. For the 1980-81 academic year, BEOG, ACT,
- and CSS are employing a simplified aid application form to remove some of
the mysteries of the app]icatioﬁ process. The ACT and CSS versions of
- the aid-application-will-also be more similar than in the past. -

Computing Eligibility

A student's financial condition will be subjected to several need
analyses depending on the types of aid for which he or she applies. USOE
prefers that eligibility for the Campus Based programs be computed in
accordance with a uniform methodology.

16/y.s, Congress, House Committee on Education and Labor, Hearings on
the Reauthorization of the Higher Education Act. Washington, 0.C.,
May 1979, Volume 4, p. 95.
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USOE has taken steps to standardize the need analysis procedures as
applied to the Campus Based programs. The establishment of a “uniform
methodo logy,"” by which privately operated need analysis services calculate
student need, was prompted by suggestions made by the Keppel panel and
others. 1In this manner, USOE has moved towards ensuring that students
receive equitable treatment in the assessment of their eligibility for
the Campus Based programs. The components of this assessment process
have also come under public scrutiny. A most common topic of discussion
has been the amount of the asset protection allowance. Whether a family
should be expected tc draw liquid resources from nonliquid assets (e.g.,
homes, farms, businesses, machinery) is a question being raised by many
aid officers, as wely as by aid applicants. USOE and the Congress are
seeking to strike a balance between the two sides by attempting to arrive
at a compromise contribution which can be expected to be borne by the
student and/o: his or her family. Another point of controversy has been
the treatment of independent students with regard to the calculation of
their need. Some institutions are wary of the legitimacy of some
students' claims to independent status and request the submission of
parental income data from these students as if they were dependents.
Others will request additional documentation of data reported by
independent students. At the other end of the spectrum, certain
institutions take special steps to adjust the contribution expected from
independent students, feeling that they are more prone to be placed in
-exceptional financial circumstances. Other facets of need assessment,
such as atlowances for other members of the family enrolled in

postsecondary institutions, consideration of -social security income as a
resource, and the percentage of nontaxable income used towards a
student's education, have been, and are currently being,_debated by
students, aid officers, and government officials.

Use of Need Analysis Systems

Although there are many need analysis systems, Table 4.C.1 clearly

indicates that institutions are most 1ikely to rely on one of three
services. These are Basic Grant, the College Scholarship Service; and




TABLE 4.C.1: PERCENT OF NEED ANALYSIS SYSTEMS IN USE, BY LEVEL AND
CONTROL OF INSTITUTION: ACADEMIC YEAR 1978791/

Institutiona) Level and Control

Need ’
Anaiysis §.vesr -Year 2-Yeur 2-Yasr
System Public Private Publiic Private Proprietary

College Scholare 81.0 91.8 9.8 80.2 3.9
ship Service 2/

American College . 42.9 §3.9 44.5 56.3
Testing Service 3/ * :

Basic Grant . 16.4 29.6 2.0
Appiiction &/

Other ' . 4.6 9.5 5.2 5.1

Institutions ' 212 250 12 55 104
Reporting

—_— e eem—— e

1/ Colu:ms will tota) more than 100 Percent due to the mmber of institutions which employ multiple peed analysis
services,

2/ College Scholarship Service

Source of D.F. Hean f Ratio ¢ 4-Yeur 2-Year
Variation 5quare (Probability) Private - Private Probrietary

Between 5.66 38,49 4-Yoar Fel.04 - Fe91.19
Groups Publit

Within 721 0.15 4-Yeoar F=146.93
Groups Private

total 75 Z-Year F=40,36
Public

2=Year F=45 53
Private

3/ American Coljege Testing Service

Source of D.F.  Mean F Ratfe 2-Year
Varistion Square {Probability) Private Private Proprietary

Between .01 13.00 4-Year F=28 .01
Groups Public

Hithin 721 0.23 {0.00) 4-Year Fad?.94
Groups Private

Total 2-Your F=20 .86
Public

c~Year F=27.18
Private




TASLE 4.C.1 CONTINUED

4/ Basic Grant Application

Source of D.F, Mean F Ratio
Vartation Square {Probability)

2-Year
Public

2-Year
Private

Propr fetary

Between 5.89 30.60
Groups

Within
Groups

Total

4-Year
Public

q-Year
Private

2-Year
Pubiic

F+9.86

F2d 26

F221.73

F215.03

F=100.01

Fr §9.89

Fr 39,41




the American College Testing Program. Furthermore, the number of
multiple responses indicates that many institutions will recognize need
analyses computed by more than one service.

Table 4.C.1 also elaborates on the distribution in use of these most
common ly employed need analysfs systems. A lower percentage of
proprietary {35.9 percent) institutions use the Coliege Scholarship
Service's financ fal aid services than do the other types of fnstitutions.
In addition, this same system is used at a lower percentage of 2-year
public (69.8 percent) institutions than it is at 4-year pubiic (81.0
percenrt) and 4-year private {91.8 percent) schools. The Americzn College
Testing Service's Family Financial Statement is utilized by 36.3 percent
of all schools, but again, a significantly lower percentage of
proprietary (13.9 percent) institutions use this system than do other
types of institutfons. A significantly higher percentage of proprietary
(70.3 percent} institutions rely upon the Basic Grant application and the

. Student Eligibility Report (SER) than do 4-year public (16.4 percent),
4-year private (29.6 percent) and 2-year pubiic (32.0 percent) schools.
This is due t0 the number of proprietary institutions which do not

participate in the Campus Based aid programs and, therefore, do not need

the more sophisticated computations provided by the private need analysis
services. The use of "other" need analysis systems is most common among

proprietary schools.

Adjusting the Expected Contribution

Table 4.C.2 presents data on the proportion of institutions which

adjust the parentai contribution portion of the calculated EFC. Of the ™~

institutions responding to this inguiry, aimost 90 oercent indicate that
they routinely adjust some portion of the calculated parental
contributions. However, significantly higher percentages of 2-year
private (27.0 percent) and proprietary (24.3 percent) schools state that
they do not adjust the calculated parental contributions than the
percentages of 4-year public (3.0 percent), 4-year private (4.3 percent),
and 2-year public (7.3 percent) institutions which do not adjust these
calculations.




TABLE 4.C.2: PERCENT OF ESTIMATEO PARENTAL CONTRIBUTIONS REQUIR ING
AQJUSTMENT, ?} LEVEL ANO CONTROL OF INSTITUTION: ACAQEMIC

YEAR 1678-79=.

Inst itutfona) Level and Control

4-Year 4-Year 2-Yeir 2=Year
AL Public Private Public Private Proprietary
Jra Mot Acjust 2/ 1.4 0 4. 7.3 27.0 4.3
I-5 %.5 29.9 3.3 '42.4 39.2 31.8
6-10 5.6 %.2 n».9 26.1 15.6 30.2
11-15 5.0 6.5 6.9 4.9 2.8 2.5
16-20 6.1 8.4 7.9 4.6 10.8 3.
2125 3.2 al 4.4 5.5 2.8 0.0,
26-3 2.3 3.8 1.9 2.4 0.0 ' 0.0
31 and Over 3/ 10.9 2.1 1.2 6.8 2.8 7.9
Enst ftutfons 535 166 189 88 37 5
Reporting
1/ Column sums may not equal 100 percent due to rounding. .
2/ 0id wot Adjust b
Source of D.F.. Mean F Ratio 4-Year 2-Year 2-Year
Yariastion Square {Probabi lity) Private Publie Private Proprietary
Between 4 0.82 12.33 d=Yedr - - F*26.09 F*24.84
Groups Public
Within 520 0.67 - {n.00) 4-Year - F*23.98 Fa22.62
Grouns Private
Total 524 2-Year Fe15.16 ‘pe13.26
foe - - - Public- - — e -
3/ 31 And Over
Source of D.F. Medn F Ratio 4-Year 2+Y ear 2-Year
Yariation Square {Probabi1fty) Private Public Private Proprietary
Between 4 0.42 L7 4.Year - F=8.93 Fe7.92 -
Groups Public
Within 520 0.11 {0.01})
Groups
Totai 530

‘1




TABLE 4.C.3: PERCENT DF INSTITUTIONS uSING SPECIFIED PROCEDURES FOR
ESTIMATING INCOMES OF INDEPENDENT (SELF-SUPPORTING)
UNDERGRADUATE STUDENTS, 8Y LEVEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1978-79%/

Institutional Leve! and Control

Estimation 4-Year 2+Year 2-Year
Procedure Private Public Private Proprietary

Student's Income Is
Tredted as the
Family Income

Need is Calculated

On the Basis of

Parenta} Financial

Income 2. 2.9

Other 1.1

Institutions 53% 166 g4
Reporting

1/ Cotumn sums may not equal to 100 percent due to rounding.

2/ parents: Financial Income

Source of 0.F.  Mean F Ratio
Yariation Square {Probability)

Between . 2.62
Groups

Within
Groups

Total




Of the schools which do routinely adjust some portion of the
calculated parental contributions:

() 40.1 percent adjust less than five percent of calculated PCs;
69.0 percent adjust less than ten percent of calculated PCs; and
85.1 percent adjust less than twenty-five percent of calculated
PCs.

Estimation of Independent Students' Income

TabTe 4.C.3 indicates that aimost all (96.0 percent) institutions
treat an independent student's income as the family income. Furthermore,
there are no significant differences across institution types in the
percentage of institutions treating an independent student's income as
the family income.

D. VERIFICATION OF DATA REPORTED 8Y APPLICANTS

As the scope of Federal financial aid programs has grown over the
years, the U.S. Office of Education has become increasingly aware of the .
need to detect and correct program abuses. During the 1975-76 academic
year, USCE sponsored a validation study £o assess the extent of
misreporting on Basic Grant applications. In part, this effort was
designed to identify the extent of program abuses. The results indicated
that 18.5 percent of the Basic Grant applicants had incorrectly reported
income data. However, the majority of these inaccuracies resulted from
ignorance of the regulations or carelessness on the applicant’s part,
Only 1D to 20 percent of the errors were attributed to deliberats
mlsreport1ng 17/

With cooperation from USOE, private need analysis services, and
educational institutions, validation systems were developed to verify the

veracity of the financial information furnished by parents and students.
Diff erent methods of validation are used for both the Basic Grant and

Campus Based programs, and these are ocutlined in this section.

L7/applied Management Sciences. Validation of Student and Parent
Reported Data on the Basic Grant Application rorm. (otiiver Spring,
MD: January, 1977}




Validation of 8£0G Applications

There are three basic methods by which BEQG applicants are selected
for validation. They are as follows:

1) Institutional referrals: Questionable cases are referred to the

ngice of Education when an institution cannot resolve them
alone;

2) USOE referrals: Suspicious cases are identified for the Qffice
of Education by its processing contractor;

3) Preestablished criteria cases: Applications containig? data
that are indicative of misreporting are automatically flagged
for vaiidation. )

Table 4,D.1 presents the number of BEQG validations performed via each of
the above methods for the years 1975 through 1978. (These data were
compiled by Applied Management Sciences for an earlier study on BE0G
validations.)

TABLE 4.D.1: NUMBER C~ STUDENTS SELECTED FOR 8EOG VALIDATION VIA VARIOUS
SELECTION METHODS: ACADEMIC YEARS 1975-78

Academic Year

1975-76 1976-77 1977-78

Institutional Referrals . 710G 900 1,0001/
USOE/ACT Referraisd/ - - 1, 00/
Pre-Established Criteria 1,200 6,000 8,000

" Source: Applied Management Sciences. Validation of Student and Parent
Reported Data on the Basic Grant Application Form. (Silver
Spring, mD: July 1978), p. 12.

Yanticipated,

2/1ncluded with Institutional Referrals prior to 1977-78.




ANl three types‘of validation selection procedures result in sending
students and parents an initial Tetter identifying the data items for
which they must supply documentation. Such docume:tation may take the
form of Federal Income Tax Forms (1040 or 1040A), W-2 forms, or notarized
statements.

Institutional Yalidation Procedures

8E0G validations may also be performed by institutional aid offices.
Most institutional validation procedures involve source documentation of
the reported data. Tables 4.0.2 and 4.D.3 present data collected from
the institutions in this study, detailing the percentage of institutions
that utilize the most common validation practices.

The data presented in Tables 4.0.2 and 4.D.3 indicate that BEOG
validation is becoming a progressively more common as well as a more
detailed practice. Validations were performed at a higher rate during
the 1978-79 academic year as compared to that of 1977-78. The greatest
increases in the validation of specific items occurred in relation to
income sources (both taxable and nontaxable) and dependency status. In
practice, these are the factors which will potentially have the greatest
bearing on the resulting Student Eligibility Index (SEI).

As of the 1978-79 academic year 6.6 percent of the institutions
reported that they do not validate 8EDG applications. While this is a
" marked improvement over the 22.4 percent which did not validate for the

1977-78 period, it is still a rather high level of deviation from USGE
standards of practice._

If the validation of a student's application reveals the presence of
invalid data, various methods can be empioyed by institutions to correct
this information. As indicated in Tables 4.0.4 and 4.0.5 the most common
means used is the personal interview., 8y sitting down with the student
on a one-to-one basis, the aid officer can attempt to correct all
questionable data. This procedure can best ensure that the student's
8E0G award is processed without undue delay and that the aid office does
not inadvertently overaward the student. Some institutions rely on USOE

4.45

133




TABLE 4.0.2: PERCENT OF INSTITUTIONS USING SELECTED PROCEOURES TO
VALIDATE SEQG APPLICATION DATA, 8Y EVEL AND CONTROL OF
INSTITUTION: ACADEMIC YEAR 1978-79 '

Institutiopal Level ang Control

4-Yeor 4-Year 2-Year 2-Year
AL Public Private Public Private Propristory

BEOG Applications
Are Hot Validated 2/ 22.4 12.5 17.2 2l.4 23.3 1.2

BEOG Applications
Are Validated 77.6 87.5 82.8 . 16.7 68.8

Institutions
Reporting 168 . n

Procedures Used
8y lastitutions
Which do Validate
BEDG Applications:
Compare BECG
App tications '
With Qther
Financial Aid
{nformst jon
Submitted By
Students 3

Docimentation

Such 85 IRS 1040

Form is Requested

From Studeats 64.7

Statements of
Non-Taxable

Income are

Requested from

Students 4/ 4.2

Documentation of
Dependency Sta5us
Is Requested 5 45.6

Use HEW Yalidation
handbook 1.4

School is on
- The Altemate. - - .
D isbursement
System 0.4 . . 0.0

Other 1.8 . 34

Institutions
Reporting 460 147 160 70

v Percentages reflect the multiple response potential of the question.

2/ ggoe Applicatfo;as are Mot Validated

Source of D.F. Mean F Ratio d-Yesr 2-Year Z2=-Year

Variation Square (Probability) Private Public Privste  Proprietary

Betwaen D.4a6 .n d-Year
Groups Public

Within + 548 0.1% (0.01}
6roups

Totsd 552

F+10.98




TABLE 4.D.2 CONTINUED

3/ Comparison of BEQG Applications with other Fimantial Aid Information

Source of 0.F. Mean F Ratio 4-Year 2-Year 2-Tear
variation Square (Probability) Private Public [ ivate  Proprietary

Betweer 0.6595 6.16 4-Year F222.90
Groups Public

Within 0.1071 {0.00} 4-Year F=l4,37
Groups Private

eYear F=jD.32
Public

2-Yemar F212.43
Private
Total 450

4/ Statements of Non-Taxable Income are Requested from Students

Source of D.F. Mean F Ratio 4-Year 2-Year Z-Year
variation Square {Probability) Private Public Private Proprietary

Between 1.4 4,38 4-Year F=11.5
Groups . fublic

Within 445 0.24 4-Year
Groups Private

fotal 450

3/ Documentation of Dependency Status is Reguested from Students

Source of D.f.  Mean F Ratio 4-Year 2-Year 2-Year
Varfation Square {Probability) Privaste Public Private Proprietary

Between 1.41 5.88 4-Year F=15.at F=9.27 F212,87
Groups Public

Within 0.2
Groups

Totad




TABLE 4.D.3: PERCENT OF INSTITUTIONS USING SELECTED PROCEDURES TO VAL-
IDATE BEOG APPLICATION DATA, BY LEVEL AND CONTROL OF IN-
STITUTION: ACADEMIC YEAR 1978-79 1/

Institutional Level afﬁ\g_ontrol

4-Year 4-vear 2-Year 2-Year
Pubtic Private PLstie Private Proprietary

BEOG Applications .
Are Not Validated 2/ 6.5 . . 2.8 9.8

BEOG Applications
Are Validated 93.4 . . . 87.5 50.2

Institutions
Reporting

Progedures Used
By Institutions
Which 0o validate
BEQG Applications:
Compare BEOG
Applications
With other
Financidl Aid
Information
Submitted b
Students 3

Oocumentition

Such as IRS 1040

Form is Requested

From Students 1.2

Statements of

HAon-Tax3ble

Income are

Requested from

Students 4/ 63.1 71.5 56,2
Docunentition of

{ependency Status
Is Requested 3/ 7.1 TE0- e 2.9 -

Use HEW validation
handbook .0 3.7 1.0

School is on
The Afternate
D isbursement
System ) « 5

Other 0.4

Enstitutions
Reporting 537 170 185 82

vV Percentages reflect the multwpie response potenti2l of the question.




TABLE 4.D.3 CONTINUED

2/ Be0G Application are ot Validated

Source of D.F.  Mean F Ratio 4-Year 2-Year 2-Vear
Variation Square {Probability) Private Punlic Private  Proprietary

detween 0.20 4,65 F*9.62 F28.61
Groups

¥ithin (11 0.04 {0.00}
Groups

ratal 559

3/ Comparison of BEOG Applications with other Financial Aid Informatfon

Source of 0.F. MNean F Ratio 4-Year 2-Year -
Variation Square {Probability) Private Pub Hic Proprietary

Between 0.98 7.28 a-Year F*18.01
Groups Public

Within - {0.00) 4-Year F24.54
Groups Private

rotal i 2-Year F214.8)
Private

LY Statements of Non-Taxable are Requested from Students

Source of 0.F. Mean F Ratio 4-Year 2-Year 2-Year
Varistion Square {Probabflity} Private Public Private Proprietary

Batween 0.56 2.45 4-Year F*8.99
Groups Public

Within 529 0.23 {0.04)
Groups

Fotal 533

3/ Documentation of Oependency Status is Requested From Students

Source of D.F. Nean F Ratio 4-Year 2-Year 2-Year
Variation Square {Probability} .= Private Pub ti¢ Private  Proprietary

Between 1.51 6.83 4-Year F*7.92 Fa8.5¢4 F224.33
Groups Public

Within 0.22 4-Year F2 8,64
Groups Private

Fatal

ERI

PAFullToxt Provided by ERIC




TARLE 4.D.4: PROCEDURES USED TO CORRECT INVALIO CATA ON BEOG APPLICATION,
BY LEVEL ANG CONTROL OF INSTITUTION: ACADEMIC YEAR 1978-

791/

Institutional Level and Control

4-Year 4-Year 2~Yaar 2-Year
Public Private Public Private pProprietary

imvalid Data on
REQ6 AppTications
Are Not Yorrected

Invalid Data on
8EQG Applications
Are Corrected

institutions
feporting

Procedures Used
8y institutions
Which Do validate

9E0G Applications:

Schedule Appointments-
With Students,

Assist Ther in
Correcting the

Data, and have

Them Re-5ign

Their SERs 2/

Refer to IS0E

After Giving

Students the

Opportunity to

Correct the Datz 3/ 24.7

Other Procedures
Are Used to Correct
Invalid BEOG Dats 4.9

[nstitutions
feporting S 187 172 80 13

y Column suws may exceed 100 percent due to0 the possibility of multiple responses.




TABLE 4.D.4 CONTINUED

2/ Schedule Appointments With Students

Source of
Variation

B.F. Mean
Square

F Ratio
{Probability)

8.1l

B.0

2.92

{0,02)

3/ pefer to USCE

Source of
Variation

B.F. Mean
Square

F Ratio
(I'robability)

deYoar
Private

2-Year
Publig

2-Year
Private

Froprietary

Between
Groups

Within
Groups

Tetal

1.17

496 0.19

500

6.10

{0.00}

4=Year
fubtic

Fx15,52

F213.48

0,14




TABLE 4.D.5: PROCEDURES USED TO CORRECT INVALID DATA ON BEQG
APPLICATIDN, 8Y LEVEL AND CONTROL OF INSTITUTIDN: ACADEMIC
YEAR 1978-791/

Institutional Level and Contro}

4-Year 4-Year 2-Year 2-Year
Pubiic Private Public frivate froprietary

Invalid Oata on
BEOG Applications
Are Not Corrected

Invalid Data on
SEQG Applications
Are Corrected

institutions
Reporting

Proceduras Wsed
8y Institutions
Which Do Yalidate

BEOG Applications:

Scheduie Appointments
With Students,

Assist Them in
Correcting the

Data, and have

Them Re-Sign

Their $ERs

Refer to USOE

After Giving

Students the

Opportunity to

Correct the Qata 2/ ¥.3

Other Procedures
Are Used to Correct
Invalid BEOG Oata 6.2

Inst itutions
Reporting 557 169 193 87 &

Y Cotumn sums may exceed 100 percent due to the possibility of multiple responses.

&/ pefer to USEQ '

Source of D.F. Hean F Ratio 4-Year 2-Year 2-Year
Yariation Square {Probability) Private Pubtic Private Propeietary

Between 1.07 Fr5.01 j.Year Fr14.12 F=11.66
Group: Public

Within 21 {0.00)
Grovps

Total




= e ————a o

to reconcile validation questions after the student has been given the
opportunity to corract the data. As these two tables reveal, a
significantly higher percentage of 4-year public institutions employ this
procedure than do 4-year private and 2-year private institutions. Other
procedures, such as contacting parents directly, are also utilized.

Additionally, Tables 4.0.4 and 4.0.5 display a sharp decrease in the
number of institutions which did not correct invalid data on BECG _
apptications. The decrease in the percentage of institutions which do
not correct was from 9.4 percent in 1977-78 to 2.5 percent in 1978-79.
Furthermore, this drop occurred across all types of institutions, with
the sharpest decline experienced by 2-year private schools (17.0 percent
to 0.0 percent). '

Validation of Campus Based Applications

Oue to the centralized processing of Basic Grants, USOE has been able
to take major steps to ensure the proper validation of student- and
parent-reported application data. However, the validation of Campus
Based aid applications must be handled at the institutional level. As
Tables 4.0.6 and 4.0.7 illustrate, most institutions employ one or more
methods to validate data reported on Campus Based app1icatibn§. These
procedures are similar to those used for BECG validations, with a heavy
reliance on comparing various documents in a student's file and
requesting proper documentation. The table also demonstrates that there
has been a general trend towards increasing validation procedures in .the
categories of income (both taxable and nontaxable) and dependency status.

E. SUMMARY

¥

In Section B, it was noted that the major cause of differences in
student budgets across institution types is the difference in the tuition
and fees charged by the various types of schools. For students living
off-campus, either with their parents or on their own, there are
significant differences between institution types in the amount of money
that financial aid offices budget for room and board, transportation, and
other costs. For students 1iving on-campus, 2- and 4-year private and
4-year publiic institutions calculate that each of these budget components




TABLE 4.0.6: PERCENT OF INSTITUTIONS USING SELECTED PROCEDURES TO VAL-
IDATE DATA ITEMS ON CAMPUS BASED AID APPLICATIONS: ACADEMIC
YEAR 1978-791/

——

Institutional Level and Controi

4-Year 4-vear 2-Year 2-Year
Public Private Public Private Proprietary

Campys Based
Applications Are
Hot validated

Campus Sased
Applications
Are validated

Instituttons
Reporting

Procedures Used
8y Institutions
Which do validate

BEOG Applications:

Campus Sased
Applications are
Compared with
Other Financial
Afg Forms
Submitted by
The Student 2/

Docimentation

Such as IRS 1040

Form is Requestad

From The Student 3/ 63.7

S tatements of
Non-Taxable
Income are
Requested fro
The Student 3

Docomentation of
Oependency Status
Is Required 5/ 4.5

Other 2.8

Institutions
Reporting 445 150 161 69 27

Yy Column suws may exceed 190 percent due to the possibiiity of multiple responses.




Q

ERIC

Aruitoxt provided by Eric

TABLE 4.D.6 CONTINUED

2/ Campys Based Applications are Compared with other Financial Aid Forms.

Source of D.F. Mean F Ratio 4-year 2-Vear 2-Year

Varfation Square {Probability} Private Public Private Proprietary
Between 4 0.25 2.63 A-Year - - - Fx8 .40
Groups Public

Within 433 0.10 (0.03) 2-tear - Fre.09
Groups . Public

Total 437

3 Bocumentation Such as 1040 Form is Requested

Source of Q.fF. Hean F Ratio a-Year 2-Year 2-Year

Yariat fon Square {Probability) Private Public Private Proprietary

Between 0.67 3.02
Groups

Within 433 0.22 {0.02)
Grous

Total 437

3/ statements of Nontaxable Income are Requested From the Student.

Source of 0.F, Mean F Ratio
variation Square {Probabiiity}

Between 0.62 2.55
Groups

Within - 433 0.24 (0.04)
Groups

Tot2) 437

5/ pocumentation of Dependency Status fs Required

Source of D.F.  Mean F Ratio 4-vear 2-Year
Yarfation Sauare {Probability) Private Publfc

2-Year
Private

Proprietary

Betwean 1.49 6.24 d-Yoar F:12.58 Frg 00
Groups Puirlic

Within {0.00}
Groups

Totail

Fr15.07




TABLE 4.D.7: PERCENT OF INSTITUTIONS USING SELECTED PROCEDURES TO
VALIDATE DATA ITEMS ON CAMPUS BASED AID APPLICATIONS:
ACADEMIC YEAR 1973-791/

Institutional Level ang Control

4-Yesr 4 -Year 2+Year Z-Year
Public Privste Public Private Propr ietary

Campys Based
Appifcations Ars
Nat validated

Campus B2sed
Applications
Are Yalidated

Inst ftutions
Reporting

Procedures Ysed
gy Institutions
Which do validate

8E0G Appiications:

Campus Based
Applications are
Compared with
Other Financial
Alid Forms
Submitted by
The Students

Jecumentation
Such & RS 1040
Form is Requested
From Stucent

Statements of
Non-Taxahie
Income 3re
Requested from
The Student

Documentation of
Dependency 55 tus
15 Requesteds

Other 3.8

Institutions
Reporting 489 161 178 8 29

1/ Columt sums miy exceed 100 percent due to the possibility of multiple responses,
A/ Documentation of Dependecy Status s Reguired

Source of 0.F,  Mean F Ratdo 4-Year 2-Year 2-Year
Yariation Square {Probability) Private Public Private  Proprietary

Setween 0.92 3.37 a-Year Fe9,27
Groups Public

Within 480 0.24 {0.01}
Groups

Total




is significantly more expensive than do proprietary and 2-year public
institutions. It was noted at the time, though, that these costs are
"fixed" by other institutional departments and are not subject to the
discretion of the aid officer. Dn the other hand, the room and board
component of the budget is generally significantly less for siudents
living with their parents than for other types of students. In addition,
it is always the case that aid offices allot a greater sum of money for
transportation and other expenses for students 1iving off-campus, either
at home or on their own, than they do for students living on campus.
Finally, 2- and 4-year public and 4-year private institutions are much
more likely to make adjustments to budgev. for a student's special
circumstances, such as a student spouse or program-related costs, tha:n
proprietary and 2-year public institutions.

In Section C, it was shown that most schools use either the Basic
Brant processor or the need'ana1ysis services of the College Scholarship
Service and the American College Testing Program to calculate need. Many
schools use more than one of these systems. Almost 90 percent of the
institutions routinely adjust some portion of the caiculated parental
contributions. Finally, nearly all schools report that they equate the

income of independent students with “family income" in the course of
computing a student's need.

As discussed in Section D, the validation of BEDG data is becoming
increasingly common at ali types of schools, with the sharpest increases
occuring in the areas of income figures and dependency status. A sharp
decrease in the number of institutions which do not correct invalid 8EDG
data was also noted and was found to be in line with recent directives
from USDE. Finally, validation of Campus Based application data seems to
follow the same general pattern as Basic Grant validation procedures.
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AID PACKAGING ANOC AID OUTCOMES

A. INTRODUCTION

Since no single financial aid program is designed to meet the total
need of any particular student, eligible studeuts often receive more than
one award, which, when combined, constitute an *aid package." The
amounts and types of aid packages depend upon the funds available, the
requirements of various funding sources and the needs of the student.

The aid packaging performed by institutional aid offices is an
exercise in philosophy and goal definition. Many institutions establish
and maintain a thoroughly considered packaging philosophy that is in
keeping with institutional goals, reflects student needs, and is designed
in accordance with Federal regulations. By doing so, these schools are
better able to equitably distribute financial aid to students.

The Components of an Aid Package

Numerous aid sources are used in packaging. Presented below are some
of the more commonly used grant and self-help components used in
packaging.

Grants: Basic Educational Opportunity Grant {(BECG), Supplemental

Educational Opportunitg Grant (SEQG), State Entitlement,
Institutional Grants, Private Scholarships.

Self-Help: National Direct Student Loan (NOSL), College Work-Study
{CHS), Guaranteed Student Loan (GSL), Federally Insured Student Loan
(FISL), Summer Savings, Academic Year Earnings, Institutional or
Private Loan Funds, Campus Employment (other than CWS).




Aid officers administer funds f.‘om Federal, state, institutional, and
private sources. Some of the state programs (e.g., State Student
Incentive Grants) consist of matching. Federal and state funds. State aid
is restricted to stdate residents and is often confined to use at public
institutions within the state. Relatively few state grants and/or loans
can be used at out-of-state schools, although exceptions do exist. A few
statas sumport student expenses at any accredited school {New York, for
zvz72720, a3 1 Yimited nuwber of state-to-state reciprocity agreements
exist. Many postsecondary institutfons have aid programs of their own
that are drawn from al ocatfons from the school's annual operating
budget, private, personal, and corporate gifts, and earnings and
principal from endowment funds. It 1S common fOr separate institutiona!l
funds to be reserved for specific types of students, such as academic
achievers, athletes, or those majoring in specific subjects.

The role of the financial aid office in adminfstering institutional
aid varies widely. Some institutions chamel all assistance through the
aid office, while others use the afd office to administer only need-based
institutional aid. Other private institutional aid may be administered
by a scholarship or faculty committee.

Private grants are awards given directly to a particular student or
group of students, often upon graduation from high school. Sources .
include labor unions, corporation, civic associations, nonprofit
organizatfons, and private individuals. Institutions may not have
contral over the size and form of these grants, but aid offices stil)
need to be aware of each such award in order to have a knowledge of all
of the student's financial resources.

The word "packagfng" as used hers refers to the way grants (including
scholarships and private grants) and self help (including work and/or
loans) are combined to meet a student's need for financial assistance,
where need is defined as the gap between the cost of education and the
expected contribution made by the student and/or his or her family.




Measuring Equity

In an attempt to provide institutions with some guidance, the Keppel
Task Force introduced, in 1976, a model for *"equity packaging.”
Accord ing to the task force report, equity packaging is based on the
objective of "using student aid to increase access, choice and
retention".l/ The task force goes on to fdentify two premises which
stem from these objectives:

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 already have
those resources available to them.... {Keppel, p. 72)

that scholarships and grants should be distributed in such a way
as to equalize opportunity rather than to perpetuate existing
inequities 5aused by birth or inequitable access to other
resournes, &/
In order to meet these @oals, equity packaging attempts to give all
students a so-called "equal running start" by awarding enough gift aid
{in combination with family contribution, 8asic Grant or other
entitlement funds) to bring all students' resources up to a predetermined
level., The self-heip component of the aid package is then used to cover
any need which may remain,

Unpack aged Need

Even with aid packaging, few schools are able to fully meet the
financial need of every student. The gap between the student's gross
financ fal need and the size of the aid package s known as "unpackaged
need." From the student's perspective, unpackaged need represents the
amount of additional money which the student will need in order to attend
school, This unpackaged need is over and above the amount of calculated
contribution which the student and/or his or her family are already
committed to provide.

The amount of unpackaged need per student can vary greatly from one
institution to another. It will be a function of the same factors that
affect the total aid package: the avafilability of funds, demography of
the student population, the school's packaging priorities, and jevel of




the student budgets. The level of unpackaged need may vary witkin a
single institution because of variations in the treatment of the aid
packages for different types of students. For example, a school may
choose to package the full need of the most needy students while meeting
only a portion of the need of the students with more family resources.
Alternatively, an institution may establish a packaging rule for treating
unpackaged need. Fxamolas of such rulas are the following: total aid
packaged Fon 1 $naset 1Ly 2vnad 2 “iced dollar amount; a fixed
percentage of each student's need is not packaged; or all zid recipients
are brought up to the level where they have an equal dollar amount of
unpackaged need.

The aggregate level of unpackaged need which an institution is
willing to tolerate and the way it distributes this unpackaged need among
students qualifying for aid, are integral parts of the institution's
packaging philosophy. Unfortunately, there is no institutional data
available to address the issue of unpackaged need,

B, GENERAL APPROACHES TO PACKAGING

Because of the sometimes complex nature of student financial
assistance, with its array of aid sources, budgets, and student types, it
is not surprising to find that institutions often differ in their
approaches to packaging. The analyéis of packaging techniques has proven
to be a challenging task. This is the third time, under this contract,
that the issue has been addressed. In each case different categories of
packaging emerged from examination of the data. This disparity resuited
in part from the continuous refinement of the survey instruments that was
done to elicit clearer. more quantifiable answers from aid officers. The
design of these astruwents was handicapped by the newness of the field
of inquiry. Little or no previous work has been done on such a szile
with such a diverse vopulation of aid offices. Thus, much has been
learned through the development of these survey instruments and the
analysis of the data—collected but there is still room for further

- e refinement.




The analysis of packaging technigues is made more difficult by the
fact that many aid officers have not been able to effectively articulate
the operational rules and/or goals of their packaging methods.
Obviously, this tempers the reliability of some of the information which
will be presented on packaging.

From an examination of the data collected in this survey, five basic
packaging philosophies were identified. Although different in their
treatment of grant and self-help sources, each method makes use of family
contribution as the first stey in me. ing the needs of students. An

erglanation of each approach is pr¢ : ed below and each is jllustrated
in Exhibit 5.B:

1. Grant to Needy, No Self-Help Reguirement: Institutions using
this packaging method award scarce grants to the most needy
first. As a result, grants as a percentage of total need are
highest for the most needy and lowest for the least needy.

2. @rants to fleedy With a Self -Help Reqguirament: Some institutions
give priority to the most needy in the awarding of grants but

require that all students, including the most need{, contribute
to satisfying their own financial need through work-study and/or

student 1oans.

3. Grants to Special Groups With Mo Self-Help Requirement:
Institutions using this packaging method also award scarce
grants to the most needy but they take other factors, in
addition *o need, into account. These other factors might
include academic achievement, minority status, state residency,
or special student circumstances not included in need analysis
such as previously incurred student indebtedness.

1. Grants to Special Groups With a Self-Help Requirement: Some
institutions require that ail ?rant recipients, regardless of
the type of grant, meet some of their cwn need through work
and/or loans.

5. Other: For some institutions grant funds are not scarce, so
that all need can easily be satisfied with grants. OQther
institutions award grants as a fixed percentage of need.
Unfortunately when grants are a fixed percentage of need,
self-help is also a fixed percentage. As a result, this method
of packaging imposes the largest absolute self-help burden on

the most needy students, thereby perpetuating existing
inequalitie=.




EXHIBIT 5.B: PACKAGING METHODS
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EXHIBIT 5.8: PACKAGING METHODS {Continued)
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Results

From Table 5.8 it is clear that a majority of aill types of
institutions award grants to the most needy students first. (This is the
sum of the first two rows in Table 5.8.) Half of the 4-year schools
using this method also impose a self-help component on aid recipients.
The majority of proprietary institutions {66%) award grants to the most
needy first and do not require a minimal tevel of self-help.

Award ing grants on bases in addition to need is much less common in
most types of insitutions. The oniy exception is among the 4-year
private schools, 43 percent of which yse criteria in addition to need in
making grant awards. These schools tend to have more institutional and
private grants available than the other types of schools. Presumably,
these are the grants which are awarded on bases other than need since
Federal grants must be awarded solely on the basis of financial need.

C. SEQUENCE OF AID AWARDS

Frequentiy, the sequence in which aid is packaged will differ from

" one institutiuon to aﬁdthér; Fﬁhan&iéi_a%d_o%f}cééﬁ at one schoo} may,
for example, package grants first while officials at another institution
begin packaging with self-help. The sequential order which is chosen may
be related to the nature and size of the aid sources as well as the
packaging philosophies adopted by the institution. Various schools may
package according to identical principles and achieve similar outcomes
while sequencing awards by what appear to be opposing methods. One
particuiar institution reported that it reordered its sequencing
priorities upon its shift from a manual to computer packaging syste %
without affecting the end result. Thus, the reader is cautioned not to
draw major conclusions from the data presented on sequencing.

Institutions were asked to specify the aid program{s) with which they
began the packagirg process for dependent and independent students. The
results, reported in Table 5.C, indicate that all types of schools
package state grants first {69-89%). In the public and private schools,




TABLE 5.8:

PERCENT OF INSTITUTIONS USING VARIOUS TYPES OF PACKAGING, 8Y
INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 197879

Institutional Level and Control

ATl

4-Year
Public

4-Year
Private

Z2=Year
Publie

2-Year
Private

Proprie~
tary

Grants to Needy,
No Seif Help
Regiurement 1/

Grants to Needs
With a Self Help
Raquirement 2/

Grants o Special
Groups No Self
Help Requirement 3/

Grants to Special
Groups With a Self
Help Reguirement 4/

Type 5: Other

Schools Reporting

1/ Type 1

Source of 0.r.
Yariation

Hean
Square

F Ratio
(probability)

d-Yeoar
Private

2-Year
Public

2-Year
Private

Proprietary

Between
Broups

1.80 7.91

wWithin

{g,00}
Groups

Total

4-Year
Public

4-Year
Private

2-Year
Public

F213.98

Fa28.8l

Fu .85




TABLE 5.8 CONTINUED
2f Type 2

Source of
variation

F Ratio
{Probability)

L}

4-Year
Private

2-Yaar
Public

2-Year
Private

Prapristary

Betwean
Groups

Within
Groups

Total

3.45

{o.01)

q-Year
Pubiic

Fel2.12

3/ Type 3

Source of
Yariation

P
F Ratio
(probapility)

4-Year
Private

2-Year
Pubtic

2-Year
frivate

Proprietary

darwasy
Groups

#ithin
aroups

Total

4.2t

{0.00)

4=-¥oar
pubiic

4-Year
Private

741047,

712,12

4/ Type 2

Source of
yartation

F Ratto
{Frodability)

4-Year
Private

2-Yeoar
Public

2-Yoar
Private

Proprietary

Between
Groups

Within
Groups

Total

4%

q-Year
Public

4aYear
Private

F*10.90
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TABLE 5.C: PERCENT OF PARTICIPATING INSITUTIONS STARTING THE PACKAGING
PROCESS FOR DEPENDENT STUDENTS WITH THE SPECIFIED AID

PROGRAM, 8Y INSITUTIDNAL LEVEL AND CONTROL: ACADEMIC YZAR
1978-79 Y/ :

Institutionzl Level and Control

AN 4-Yeur 4-Year 2-vear 2.Year
Public Private Public Private Proprietary

State Grants 75.1 (s61) 70.9 {186) 79,3 {(219)  71.7 (91) 88.5 {42) 69.3 {23)
Institutionsl Grants 22,0 (461} 21,9 (128)  21.7 {210} 19.7 {60)  =20.6 {30)  30.1 {15)
SE0G 2/ 26.1 (548) 22,4 (146)  12.% (212)  14.8 (90) 16.8 {42) 0.5 (58)
NOSL 3/ 11.0 {568) 3.8 {198) 4.8 {213) 6.3 (68) 5.7 {36) 30.7 {53)
s 4/ 14.2 {575) 12.5 {200} 10,3 (218} 22,0 ¢190) 4.7 {41) 12.2 (18)

1/ The rumber of institutions reporting that they psrticipate in the specified 2id Program and Providing
information on the pick2ging sequence is given {n parentheses., MNote that 4-year schoels tend to particiPate
tn a1l programs. Note z)sp thst few proprietaries report h2ving institutions) grants, CWS or stite grants.
Percent2ges provided in the table are for program participants only,

Responses are for full-time dePendent undergradustes with an exPected family contribution of zero and 3 8EOG
award equs) to one half of the cost of schoeling up to & 8EOG ceiling of $1,600.

2/ SE0G

Source of 0.F. Medn F Ratfo ' 4-Year 2-Yerr 2-Year
veriation Square {Probability) Private Public Private Praprietary

Between 2.27 15.58 d.year ' F35.53
Groups Public

Within 0.15 (0.00) 4-year Fs58.34
Groups Private

Total 2-Yoar Fad2.84
Public

2-Year
Private F=28.13

3/ nosL

Source of b.F. Mean F Ratio 4-Year 2-Tear 2-Yasr
Varistion Square {Probability) Privite public Private Propristary

fetween D. 65 11.37 deyear F*32.00
Groups Publle

Within 651 0.06 {0.00) d.¥odr F=39.52
-Groups Private ’

Total 555 2-Year F226.11
Publte

2-Yeur
Private Fa2D.65

5.11

16y




these are follawed by institutional grants. A surprisingly high
percentage of proprietary institutions (30%) report that they start the
packaging process with institutional grants.

In 4-year schools and proprietary institutions packaging of Campus
Based Programs typically begins with SEOG, followed by CWS ard then
NDSL. The rank order is slightly different in 2-year public schools
where the packaging of campus based aid often begins with CWS followed by
SEOG and the NDSL. The rank order is also a little different in the
2-year private schools, where NDSL tends to enter the packaging process
ahead of CWS.

Proprietary institutions rely most heavily on the Campus Based
Programs, due mainly to their lack of other aid funds. Significantly
higher percentages of proprietary institutions mentioned that they start
packaging with SEQG or NDSL: 61 percent of all proprietary institutions
begin packaging with SE0G while 22 percaent or lass of all other types of
schools begin packaging with this program; 31 percent of the proprietary
insitutions consider NDSL first while only 4 to 6 parcent of all other
school types do so. Another significant difference in packaging between
types of institutions has to do with CWS. A significantly higher
percentage of 2-year public schools start packaging with (WS (22%). This
stands out in contrast with the low percentages of 2-year private schools
(5%) and 4-year private schools {10%) which begin packaging with CWS.

The above observations apply to the packaging of aid for dependent
students. Schools were also asked about aid packaging for independent
students. The results indicate that aid officers treat independents like
dependents. The only exception was found among 4-year priviate schools:
at the 10 percent level of significance, their aid packaging for
indepurdents, as opposed to dependents, js more likely %o begin with
institutional aid and CWS and less likely to begin with SEOG.

D. RELATIONSHIP BETWEEN AID PACKAGE AND CLASS LEVEL -

--Do financial aid officers treaf freshmen differently than upper
classmen in the packaging of aid? This question was investigated and the
results are reported in Table 5.!'. The main difference noted is that




PERCENT OF AID RECIPIENTS RECEIVING AID UNDER EACH FEDERAL
PROGRAM, BY CLASS AND wSTITUTIONﬂL LEVEL AND CONTROL:
ACADEMIC YEAR 1978-79 L

Institutional Level and Coptrol

All 4-Year d-Year 2-Year 2-Year
Public Private Public Private Proprietary

Freshmen 2/ 73.4 (222) 75.3 {¢4)  57.8 (93)12/ 87.0 (36)  69.9 (20) 89.1 (11)
Upperclassmen 3/ 74.2 (224) 75.1 (64)  61.0 (93)12/ 87.2 (36)  69.8 (20) 85.9 (11} "
Freshmen 4/ 32.3 (226) 10/ 29.6 {72)11/ 40.5 (96)13/ 17.7 (32)14/ 33.2 (19) 47,0 (7)
Ubperclassmen 5/ 23,7 (226} 10/ 21.4 (72}11/ 29.6 (96)13/ 13.4 (32}147 27.2 (19} 39,9 (7}
Freshmen §/ 10.2 {211) 38.6 (70)  51.2 (96}  20.6 (28)  27.9 (16} 50.3 (5)
Upperclassmen 7/ 39.6 (211) 39.9 (70)  50.0 (96}  22.8 (24)  25.3 (16) 37.1 (5}
Freshmen §/ 36.0 {225} 32,9 (71)  48.8 (95} 2.2 (390  48.4 (16) 30.3 (4)
Upperclassmen 9/ 40.0 (225) 34,5 (71} 49.4 (95) 30.6 (39)  53.8 (16) 25.8 (4)

1/ The number of institutions reporting 1s given §p Parentheses,
2/ BEQG Freshmen

Saurce of 0.F. Mean F Ratfo 4-Year 2-Year 2.Year
Variation Square {Probability) Private Pubiic Private ProPrietary

Between 19.02 d-Year F=30.38 F= 3.48
Groups Public

Within 213 4-Year F-58,44
Groups Private

Total 217 2-vear F=9,79
Pubtic

3/ BEGG Upperclassmen

taurce of 0.F. Mean F Ratio 4-Year 2-Year 2-Year
Yariation Square {Probability) Private Publfce Private ProPrietary

Between 0.52 15.06 4-Year F220. 94 F= 9,48
Groups Public

Within 0.02 {0.00} d.yesr F-49.62
Groups - Pri vate

Total 2-Year F+10.65
) Public .




TABLE 5.0 CONTTINUED

1/ SEQG Frasimen

Source of D.F.
Varfation

MNean
Square

F Ratto
{Probability)

4-Tear
Private

2-Tmap
Private

Propristary

Betwesn
Groups

Within bt
Groups

Total 219

0.38

0.05

5.76

{0.00}

4-Ymar
public

d-Year
Private

F= 0.9

F223.17

5/ 3E0G Uoperclassroom

Source of 0.F.
Yaristion

Mean
Squars

F Ratio
{Probabitity)

Z-Year
Public

Z-Year
Private

Proprietary

detwesn
Groups

within s
Groups

Totat 29

0.13

.03

§.04

(0.03)

4-Year
Pubisc

4-Vear
Private

-

F#20.43

8/ NOSL Fresimen

Source of 0.F.
yardation

F Ratio
(Probability)

4Yeu
Private

Z-Tear
Public

2-Tear
Private

Proprietary

Aetween
Groups

Within 199
Groups

Total 201

9.45

{0.00)

d=Yepr
Publtc

4-Year
Privite

Fe10.33

Fe 9.27

F=20.67

Fa12.27

1/ NOSL Uoperclassmen

Source of 0.7,
Yariation

Maan
Souare

F Zatio
{Probability)

4.Yepr
Private

d-Year
Public

Z.Year
Private

Propristary

Between
Groups

Hithin
Grougs

Total

0.49

0.05

9’70

4.Year
Public

4-toar
Private

F= 7,99

Fa10.06

Fr2?.26

£+16.66




TABLE S.D CONTINGED

8/ €MS Frashmen

Source of D.F. Mean F Ratio 4-Year Z-fear 2-Year
Yariation Square {Probability) Private Pubtie Private Proprietary

Batween 0.48 9,27 4~Year F219.19
Groups Publie

Within 214 6.95 4-Year F226,21
Groups Private

Total 218 2-Year
Publfe

3/ CWS Upperclassmen

Source of 0.f. Mean F Ratio 4-Yoar 2-Year 2-Year
Yariation Square {Probability) Private Public Private Proprietary

8etwacn D.42 9.23 4~-Year F219.21 £210.59
Groups Public

within z14 0.05 {0.00} 4-Year
Groups Private

Total 218 2-Year
Pubiic

10/ All, sEos Upperciassmen 11/ 4-Year Public, S£06 Upperciassmen

Freshmen t26,.50 Freshmen t=24.49

127 a-Year Private, 3£06 Upperc)assmen 13/ A-Year Private, SEQ6 Upperclassmen

t2.15 frashmen t=5.39

Frashmen

187 2+Year Pubiic, SEGG Upperclassnen

Frashmen- 22,68




freshmen are more likely to receive SEOG's than are upper classmen. This
statement holds for all types of institutions. For 2xample, in the
4.year public schools, 30 percent of all ¢ <hmen aid recipients receive
SEQG's but only 21 percent of upper class aid recipients do so. The same
' pattern is “ound in 4-year private schools where 41 percent of all
freshmen <id recipients receive SEOG's but only 30 percent of upperclass
aid recipients do so, It is interesting to note that SEOG awards decline
after the freshman year but BEOG awards do not. This may be due to the
fact that some institutions assign only minimal self-help burdens to
first year students, while others are affected by the differences in
their initial year and continuing year SEOG funding levels., These facts
might Jead one to expect that schools rely more heavily on self-help in
pazkaging aid for upper classmen. However, NDSL and CWS awards appear
with equal frequency in the aid packages of studenis across all class
levels. The only exception occurs in 2-year public schools where CWS is
more common among second year students than among first year students.

There is a statistically insignificant tendency in this same direction in
the other public and private institutions.

Table 5.0 also reveals differences in the composition of the
representative aid package hatween different Lypes of institutions. In
the 2-year puhlic and propriatary institutions 86 to 89 percent of aill
aid recipients receive Basic Grants while only 70 percent of the aid
recipients in 2-year private schools are awarded a BEOG, The same kind
of a difference. is found among 4-vear schools: Basic Grants are received
by 73 to 74 percent of all aid recipients in 4-year public schools, but
only 58 to 61 percent of all aid recipients in 4-year private
institutions. The Basic Grant, along with the family cont -oution and
other entitlements, forms the foundation upon which student aid packages
are huilt.

The opposite pattern emergés in the use of SEOG which plays 2 more
nrominent ro'e in the private and proprietary schools than in the public
mstitutions. The use of SEOG corresponds to the cost structure of the
*chools. The costs borne by the student ave highest in the private and
proprietary schools so that the need for supplementary grants, such as
SEOG, is greatest in these institutiors. The same general pattern

5.16
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observed for SEOG holds for NDSL and CyS. They play a more prominent
role in the aid packages of students attending private schools than their
public counterparts. In 4-year private schools, for example, 50 to 51
percent of all aid recipients receive an NDSL award; in 4-year public
schools only 39 to 40 percent do so. The use of loans is much lower
among the 2-year schools but the same pattern holds: private schools use
1oans more than Dublic scheols. (WS appears with equal freqdency in the
aid packages of students attending 2-year ‘and 4-year private schools,
where approximately 50 percent of all aid recipients participate in the
College Work-Study program. The use of CWS is lower in the public
schools and lowest among proprietary institutions for reasons to be
discussed below.

E. SPECIAL TOPICS RELATED TQ PACKAGING

As noted earlier, proprietary institutions rely on CWS to a lesser
extent than do other schools. A practical reason for this is that ¢WS
students cannot be employed by profit-making concerns, which precludes
thic employment on the campuses of proprietary institutions. In general,
a low number of proprietary institutions participate in the CWS program
and a high oercentage of off-campus placement is observed among those
which do participate (see Table 5.E.1).

Aid Qutcomes

As stated in the beginning of this chapter, successful aid packaging
reflects the goals of the institutions, the needs of the students, and
the objectives of the Federal government. It does so by distributing aid
in a manner which is equitable and addresses the needs of students. Most
of this chapter has dealt with the composition of the aid package,
especially the mix of grant aid and self-help. Now attention is turned
to the outcone of the packaging process. Regardless of the mix of
programs used, the goal is to provide more assistance to the more needy
student . thus more effectively eliminate financial barriers to
postsecondary education. Tables 5,E.2 and 5.E.3 address this issue.

Alsc addressed is the issue of aid to dependent versus independent
students. A higher percentage of all recipients are dependent in the
private schoo’s. This may reflect the higher costs borne by the student
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TABLE 5.8.1: PERCENT OF CWS RECIPIENTS RECEIVING ON-CAMPUS AND
OFF -CAMPUS PLACEMENTS, 8Y INSTITUTIONAL LEVEL ANO CONTROL:
ACADEMIC YEAR 1978-79

! Institutional Level and Contrel

4-Year d-Vear 2-Year 2-Year
Public Private Public Private Proprietary

On Campus 2/ 88.8 88.6 9.4 92.3 93.7 45,1
0f¢ Campus 3/ 11.2 11.5 8.6 7.7 6.3 54.9
Institutions Reporting 426 151 161 79 2% 10

1/ Columns may not sum exactly to 100 percent due to rounding.
2/ On Campus

Source of 0.F. Mean F Ratio 4-Year 2-Year 2-Year
Yariation Square {Probabitity) Private Public private Proorietary

Between 0.36 16.33 4-Year F=49.68
Groups Public

Within 416 0.02 {0.00) §-Year F*56.50
Groups Private

Totat 420 2-Year F=86.66
Public

2-Yaar
Private

3/ 0ff Campus

Snurce of 0.F. Mean F Ratio g-Year 2-Year 2-Year
Yariation Square {probability) Private Publie Private Proprietary

Between 0.36 16.33 4oYear F=49.68
Groups Public

Within 0.02 {0.00) 4-Yaar F*56,50
Groups Private

Total 2-Year F=56.66
Publ tc

2-Year
Private




TABLE 5.E.2: PERCENT DISTRIBUTION OF FEDERAL AID RECIPIENTS BY TYPE OF
STUDENT, INCOME CLASS AND INSTITUTIONAL LEVEL AND CONTROL:
ACADERIC YEAR 1978~79

Enstitutional Level and Contro}

4-Year §oYear 2-Year 2-Year
Pubtic Private Public Private Proprietarvy

A1l Dependent :
Students 1/ 68.6 81,4 . 8.5 63.8

Dependent Students by
Income Class:

$0.5,999 2/
6.000-11,999 3/
12,000-17,999 4/
18, 000-23,999 5/
23,000-29,999 &/
30,000 or More I/

All 1ndependent
Students 8/

Enstitutions
Reporting

L1/ AY1 Dependent Students

Source of b.F. Mean f Ratio 4-Year 2-Year 2-Year
Variation Sduvare (Probability) Private Public Private Proprietary

Between 0.59 .75 4-Yoar Fa 2.3 Fr 1,21
Eroups Public

Within 448 .05 {0.00} 4=Year
Grouns Private

Total 452 2-Year
Public

Yo
Private

&/ 65,999

Source of b.F. Mean F Ratio 4-Year 2-Year Z-Year
Variation Square (Probability) Private Public Private Proprietary

Between 0.90 24.87 4-Year F225.78 Fs59,.80
Groups Public

Within . (0.00) a-fear F233.81 Fe72.62
Groups Private

Total 2-Year Fv21.82
Private
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TABLE 5.E.2 CONTINUED

3/ 6,000-11,999

Source of D.F. Mean F Ratio . 4-fear 2-fear 2-Year
Varfation Square {Probability) Private Pubtic Private Proprietary

Between 0.03 2.86 4-Year! Fs §,90
Groubs Private

Within 0.0l
Groups

Total

4/ 12.000-17.999

Source of D.F. Mean F Ratio 4-Year 2-You 2-Year
Yar;ation Square {Probability) Private Public Private Proprietary

Between 0.42. 45.17 4-Tear Fe13.73 F=20.589 Fs 78.97
Groups Public

Within 0.0 {0.00) 4+Year F=59,96 F=146.35
Groups frivate

Total 2-YTear Fa27.04 Fs 14,95
fublic .

2-Year F = 68,9
Private

§/ 18.000-23,999

Source of 0.F. F Ratio d-Yaar 2-Yeasr 2-Yoar
Yariation {(Probability) Private fublic Private Proprietary

Between . 3.2 4-Year F=39.40 Fe 29.56 F= 54,15
Groups Public

Within ) {0.00) §-Tear F=115.56 F= 5,52 F=155. 94
Groups Private

Total 2-Year F=23.00
Public

2-Year F = 38.49
Private

6/ 24,000-29.9%9

Source of 0.F.  Mean F Ratio 4=Year 2-Year 2-Tear
variation Square (Probabil ity) Private Public Privats Proprietary

Between 0.02 15.37 4-Year F=16.19 F=12.54
Groups Public

Within 0.00 {0.00) 4-Year F=32.65
Groups Private

Total 2-Year
Public

2-Yesr i F=24,52
Private

5,20




TABLE 5.E.2 CONTINUED

7/ %,000 +

Source of 0.F. Mesn F Ratio
Yarfation Souare {Probability)

Between 0,00 2.56
Groups

Within 148 0.00 {0.04)
Groups

Total 452

8/ tndependents

Source of b.F, Hean F ftatio d=Yeur 2=Year 2=Year
varistion Stuare {Probability) Private Public Private Proprietary

5,59 11,7 d<Year Fe23,32 Fel2.08
Pubiic

Within 4B 0.0% {0.00) 4-Year F=13,)8 F=28.36
Groups Private -

Total 452 2-Year
Public

2«Year Fel7.04
Private




TABLE 5.E.3: AVERAGE FEDERAL AID AWARD PER STUDENT BY INCOME CLASS AND
INSTITUTIONAL LEVEL AND CONTROLS ACADEMIC YEAR 1978-791/

Institutional Level and Control

4-Year 4.Year 2+Year 2-Year
Public Private Public Pri vate Proprietary

Dependent Students by ,
Income Class:

$0-35.99% 2/ 1296 {395) 1228 {121) 1854 (58) 1009 (58} 1453 (29) 1097 (58)
$6.000-311.999 3/ 1203 (389) 1162 {121} 1747 {129} 1126 (58) 1366 (29) 859 {52}
$12,000-$17,999 4/ 1013 {37%) 1045 {121) 1364 (129) 89 (5¢) 1185 (2N 804 (4s5)
$18.000-523,999 5/ 962 {320) 8ss (116} 1230 (125) 611 (43) 1021 {21) 912 (15)
$24,000-529,999 a2 {250) s {101) 887 {109) 625 {18) 762 {17} 1056 (5)
$30,000 or More 123 (191) 674 (75) 733 {90} ns (9) 735 (13) 817 (4)
Independent Students 6/ 1192 {355) 1235 (117) 1467 (122) g’s (47) 1141 (25) 1143 (45)

1/The number of institutions reporting that they provide aid to students in 23 given income class s given
in parentheses. Note that the number reporting aid awards declipes as the student’s income rises,

2/ 0-5,999

Source of 0.F. Mezn F Ratio d-Year 2-Year 2-year
Yariation Square {Probability)} Private Publlc Private Proprietary

Between 4 11,211,092.00 18.40 4-Year Fe40.06 Fa12.06
Groups Public

Within 389 609.485.19 {0.00) 4-Year F247.20 Fe36.B9
Groups Private

Total 393

;.{ 5,@-“.999

Source of D.F. Mem F gatio a-year 2-Year
Yariation Square {Probability) Private Private Proprietary

Between 4 10,047,937.00 10.72 d-Year Fe22.78
Groups Public

Within kL) 97,116.31 {0.00} 4-Year
Groups Private

Total 388




TABLE 5.E.3 CONTINUED

4/ 12,000-17,999

Source of 0.7, Mean F Ratio 4-Year
Variation Square {Probability} Private Proprietary

Between 4 4,387,850.00 2.1 4-Year F=18.28
Groups Public

Within 370 345,276.00 {0.00} 4-Year
Groups Private

Total 374

3/ 18,000-23.99

Source of 0.F. Mean F #atio a-Year 2-Year
variation Square (Probability) Private Private Progrietary

Between a4 3,708,821.00 F=9.99 4-Year Fe=19.08
Groups Public

Within 09 171,420.12 {0.00} 4-year
Groups Private

Total nm

&/ Independents

Source of 0.F. Mean F Ratio d-Year 2-vesr 2-Year
Variation Square {Prabability} Private Public Private Proprietary

Between 4 3,342,599.00 Fef, 98 4-Year F= B.99
Groups Public

Within 349 476,698.87 {¢.00) 4-Year Fa24.92
Groups Private

Total 353

ERI
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in private schools and the need for students to remain in a dependent
status in order to continue to be subsidized by their families.
Conversely, the lower percentage of dependent students in the public
institutions may reflect the fact that public schools are available to a
broader cross-section of students.

The distribution of aid among income classes shows a clear pattern:
students from lower income backgrounds do indeed receive more aid than
those from higher income groups. The distribution of aid appears to be
more skewed in favor of the lowest income groups in the 2-year public
schools and the proprietary institutions where 53 to 57 percent of all
aid goes to students from families with incomes less than $12,000. In
the 4-year schools only 40 to 50 percent of all aid goes to students in
this income group. But these apparent differences between types of
§chools likely reflect the underlying income distributions of their
student populations.

Table 5.E.3 carries the amalysis one step further and examines the
average award amount received by aid recipients in each income class.

Again, a consistent pattern is evident: the more needy students receive
larger awards. As expected, award amounts are always higher in the
private schools than in their public counterparts, reflecting, of course,
the differances in tuition costs. Table 5.E.3 also shows the number of
schools reporting that they g?ve aid awards to students in the various
income classes. Note that the number of schools reporting such aid
decli~es as the student's income rises. That is, fewer schools report
giving any aid to the students in the higher income groups. It should be
noted that these figures are for aid given prior to the passage of the
Middle Income Student Assistance Act.

F. SUMMARY

Packaging refers to the way grants and self-help are combined to meet
a student‘s need for financial assistance. Equity packaging refers to
the equalization of educational opportunities through the concentration
of grants among the most needy so as to reduce their need for work and
loans to acceptable levels. Five approaches to packaging are identified

5.24 179




and are found to be in widespread use. These are: (1) priority is given
to the most needy in the allocation of grants; (2) same as (1) with the
imposition of a minimum self-help component; (3) factors in addition to
need influence the allocation of grants; (4) same as (3) with the
imposition of a minimum self-help component; and (5) other, including
grants awarded as a fixed percentage of need. All of these methods,
except possibly the last, were found to be generally consistent with the
principle of equity. Proprietary institutions rely most heavily on the
Federal programs because they generally lack institutional funds and
typically do not have access to state funds, The aid packages offered to
freshmen are similar to those offered to upper classmen except that SEOG
is more prominent in packages awarded to freshmen.




é

DISTRIBUTING AID, MONITORING RECIPIENT
STATUS ANG RECOVERING OVERAWAROS

INTROCUCTION

Institutional responsibilities do not end with neaed determination and
aid packaging. Monitoring the factors which may affect the enrollment
status of student financial 1id recipients disbursing aid dollars, and
recovering overawards are integral parts of an overall pelicy of sound
fiscal management. The application of rules and regulations which are
the responsibility of college governing authorities, independent of the

financial aid office, can potentially alter the eligibility status of
students receiving assistance. For exampie, a student who fails to meet
certain academic requirements may be suspended from classes, or a student
who drops a course in mid-term may forfeit his or her full-time status.
These circumstances would obviously prompt a modification in the
student's aid eiigibility status. In order to discern the existence of

such circumstances, the financial ajd office must maintain certain
channels of communication with other institutional offices.

The way in which institutions conduct monitoring and disbursement
activities is largely a function of the individual institution. As will
be seen in the following discussion, there is some degree of continuity
yet also considerable diversity in the way institutions describe their
monitoring and disoursement practices. It is only natural to expect,




though, that large institutions may employ computer-based practiceslf
while small schools rely on manual and/or less informal practices.

B. RESULTS

Table 6.B.1, which examines the disbursement systems employed for the
BEOG, SEOG, and NDSL programs, reveals considerable diversity in the
disbursement of Federal aid awards to students.g/ There is a notable
projensity for private schools to credit one payment per term to a
student account, while public institutions make one or more payments
directly to the student. By crediting payments to the student accounts,
schools automatically (once the student's signature is Bbtained) apply
the financial aid money to payment for tuition, fees, and applicable room
and board charges. Any remainder is paid to the student, but the bulk is
used as part of this credit. If a student is found to be overawarded,
the money, in many cases, is reimbursed to the financial aid office from
the tuition or rooming reimbursement which the student would have been
entitled to receive.

Multiple payments within an academic term, based on academic
progress, are used primarily by 2-year public and proprietary schools.
This may reflect the higher student dropout rates and curriculum changes
at these institutions. These institutions are more likely to have
academic programs which begin at irregular times and are of varying
duration rather than beginning in September or January and lasting for a
standard academic year. Thus, the disbursement mechanisms in these
schools are in operation almost constantly. There are no significant
differences between the BEOG, SEOG and NDSL disbursement systems within
institution types except with regard to multiple payments. Multiple
payments are much more common 7or BEOG awards than

%

Y1nstitutions which possess centralized data processing systems can
perform regular crosschecks of registration, academic, and financial
aid rosters in order to identify special cases. .

3/College Work-Study awards are disbursed on an "as-earned" basis
throughout the period of the student's employment.

6.2 I7g




TABLE 6.8.1: PSRCENT OF INSTITUTIONS USING SPECIFIED PROCEDURES TO

DISTRIBUTE BEDG, SEOG AND NDSL PAYMENTS: ACADEMIC YZAP

1978-79

Inst itut ional Level and Control

AN
Schoots

2-Year
Public

4-Year
Private

4-Year
Public

2=Year
Private

Proprietar:

aE0G
Faymeats Ttesilo ot T oty L

?avMents »redxted to Student Accounat 2/

Payments Once Per Term 3/

Multiple payments Per Term 4/

tastitutions Reporting

SEOG
payment Oirect to Student 5/
Paynents Credited to Student Account &/
Payments Once Per Term 7/
Multiple Payments Per Term §/

fnstitutions Aeporting

NDSL
Payments Direct to Studeat 9/
Paynents Creg¢ited to Studeat Account Ly
payments nce Por Term 11/
Multiple Payments Per Term 12/

55.3
44.7
82.9
17.1

Enstitucions Reporting

334

1/ 8E0G DIRECT 2/ BEOG CREDITED

{1 I F Ratio .

{probability)

Source of
Yariaticn

Hean
Stuare

Z-Year
Public

z-Year
Private

4-Year
Private

Probrietary

Setween 25.12

Groups

5.01

Within
Groups

0.20 {0.00}

Total

4-Year
Public

F*8.66

§-Year
Private

Fa27354 F #1755

2-Year F+18.9

PubTic

Fe=l.

F 217,55

F=7.95

3/ BEOG OWCE 4/ 8EDG MULTIPLE

F Ratio
(Probability)

D.F, Mean

Square

Source of
yarijation

4-Yedr
Private

Proprietary

Between
Sroups

6.26 73.54

Within
Groups

0.08 (0.00)

Total

4-Year
Puy lic

4<Y gar
Private

2-Year F=10.2

Publie

? Yaan

Private

F = 205.5%

F = 240,32

Foe54.47

F = 79.90

PAFullToxt Provided by ERIC
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TABLE 6.8.1

s/ 06 DIRECT

CONTINUED

6/ 06 CREDITED

Source of D.7. Mear
Yariation Sguare

F Ratio
{Probability)

2-Year
Private

2-Year
Pubrlic

4-Year
Private

Progrietary

Setwean 5.12
Groups

Within 45 Q.19
Grougs

Total 349

6.3

(0.00)

§=Ymar
Pubtic

q-Year
Private

2-Vear
Public

F »6.38

F w7675

Fr3.09

2/ SE0G Once

8/ SEUG Multiple

Source of D.F. Maan
Yariation SGuars

F Ratiq
{Probadility)

2-Year
Private

4-Year
Private

Proprietary

Betwesn 1.64
Groups

Within 0.08
Groups

Total

§-Tear

Public

4~Year
Private

2-Year
PubHe

2=Yeoar
Private

F e 57.8¢

Fep2,51

Foel8.32

F w2504

24 HESL Grect

10/ HOSL Credites

Source of D.fF. Mean
Yartation Square

F Ratio
{Probability)

2-fmar
Private

4.Yuar
Private

Progrietary

Setwesn 4.20
Grouns

Within
Grouns

Total

1.0

[O.Nl

§Year
Publie

4-Year
Private

Z2-Year
Public

F » 52.00

F»a8.04

11/ HOSL Qnce

12/ NOSL Multigle

Source of Q.F, Mean
Yariation SGuare

f Ratio
{Frobability)

2-Tear
Private

4-Y oar
P, fvate

Proprivtary

Setwern 1.0
Grouns

Within 21 9.08
Groups

Total

15.40

d-Year
Pyb He

i aar
Private

eYaar
Pyb ¢
2.'!’e'!|'
Private

oy

Fe2.78

F el

Fel2.1

F 14,28

6.4
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TABLE 6.B.1 CONTINUED

4/ MULTIPLE PAYMENTS

Source of 0.F. F Rat.o
Yariation {Probability)

¢-Year 2-Year
Public Private

Proprictary

Setwean
Groups

Within
Groups

Total

1-Tea

§-Year
Private

2-Year
Pub tic

2-Year
Private

F = 50,00
F v 50,9
Fal7.2¢

F 213,76

5/ BURSAR

Source of . f Ratio
Variation (Provabiiity)

4-Year 2-1ear
private Private

Proprietary

Between 10.76
Grouns

Withwn {0.00)
Groups

Totat

i

4=-Year
Public

4-Year
Private

-Year
Public

F 28,9

F = 38,18

F= 10,22

&/ DTHER SCHOOLS

Source of u.F. F natio
Yariation {Probability)

4-Tear Z=Year
Pejyate Private

Propriztary

fatween 8.24
Groups

Within (0.00)
Grougs

Total

4-year F 2 15.07 F=1l.9

Public

2-Tear
Public

F =+ 21,39

F = 8.46




they are for SEGG and NOSL disbursements., Among 2-year pubiic schools,
for example, almost 40 percent use multiple payments to disburse BEOF
awards, but less than 25 percent use multiple payments to disburse SEO0G
and NOSL funds. The same is true for proprietary institutions: 85
percent make multiple 8EOG payments and 1ess than 53 percent makew
multiple SEOG and NOSL payments.

Monitoring Student Status

In order to prevent multiple and/or overawards, most institutions
rely on closz coordination between the financial aid office and
administrative offices, especially the registrar and bursar (see Table
6.8.2). Through this coordination, aid officers are abie to keep ciose
track of a student's enrollment status, course load, and financial aid
awards received from outside sources,

Maintaining contact with other postsecondary institutions attended by
an aid recipiant is another common although considerably short of
vniversal {50 to 80 percent) practice. 8y making use of a financial aid
transcript, aid officers are provided with a record of previous grant,
loan, and work-study ﬁbnies awarded to an inccming transter student,

This is especially useful in keeping track of the cumulative amount of
NOSL, SEOG and state awards which a student hcs received so that they do
not exceed legal limits.

Ariother practice used to prevent overawarding is to recalculate the
student's award amount. This practice allows the aid of ficer to
determine if a miscalculation, and subsequent error in packaging, was
made, Other widely used practices in:lude requiring applicants to submit |
appropriate tax forms to validate information given on aid applications;
witholding payments until the end of the drop/add period; and witholding
payments until the end of the refun” period.

Student Withdrawal

The financial aid office can best monitor student withdrawals if it
is fully integrated into the institution's withdrawa! procedure. As the




TABLE 6.B.2: PERCENT OF INSTITUTIONS USING SELECTED PROCEGURES TG PREVENT OVER-
AWARDING OF AID 8Y INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR

1978-79

Institutionz] Level arg Contrsl

a

Alt d-¥ezr defza- : .
Schools Public Private Pubiic Sryvate  Proprigtary

- i 2 =i

Require Tax Form to validate

SER or Application 2/ ¥7.7 6.2 23.3 18.4 16.2 9.8
Recompute Award Amount 2

Second Time 26.0 25.1 £2.3 22.6 29.8 30.9
No Payments Before End of

Addé or Drop Period 21.8 2.3 27.3 26.0 0.3 1.2
No Payments Before End of

Refund Period 3/ 18.5 12.7 20.1 26.3 16.1 b

Multiple Pawments Each Term 4/ 27.6 12.1 12.5 24.4 2.8 47.8
Close Coordination with Redistrar 64.0 57.9 67.2 50.9 65.0 65.8
“Yos2 Coordination with Bursar 3/ 79.9 83.7 69.5 70.6 TEX

Contact Other Postsecondery
Schools Attended by Applicant 5/ 59.4 70.4 53.5 50.2

institutions Reporting 193 223 10z 51 88

1/ Column totais sum to more than 100X because of muitiple responses.

2/ Tax FDRA

Source of 0.F. F Ratio 4-Year Z2-Year
variation {prabability) Private Private Proprietary

Between 2.84 4-Year
Groups Public

Within 647
Groups

Total 651

3/ REFUND PERICO

Source of 0.F. F Ratio 4-Year 2-Year 2-Yearr
variation {Probabiility) Private Pubiic Frivate Propr ietary

Betwaen 2.52 4-Year F s g,5¢
6roups Public

Within
6 wups

Tatat

R
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Site Visit Survey revealed, 33 percent of all institutions require
students to formally notify the financial a‘d office before permission to
withdraw or change course load is granted. This may involve the signir
of ~ document by the financial aid office, whicn the student then
presents to the registrar with his or her course change {additional
signatures may be required from the bursar, parking violetions office,
campus housing office, library, or other school departments as part of
this process}. The remaining two-thirds of the institutions utilize a
variety of other methods in order to monitor student enrollment status.
These methods involve mostly the periodic monitoring of enrollment or
other rosters in order to spot potential problems.

Whatever method is used, Table 6.B.3 shows that the majority of
schools (61%) claim to detect the departure of an aid recipient by the
start of the following term so that the overpayment, if any, is typically
less than the award amount for a single term. A1l schools, with the
.exception of proprietary institutions claim- to exceed this: over 50
percent claim to devect the departure of an aid recipient by the end of
the academic term.

Recovering Qverawards

Although the U.S5. Office of Education requires institutions to
collect aid.funds wpich may have been overawarded to students, some
schools report difficulties in complying with this regulation (see Tables
6.B.4 and 6.B.5). Of the institutions sui veyed, 79 percent provided
information about recovery of BEQG and SEQG grant aid from students who
withdrew or oti.2arwise changed their enrollment status.éj Of these, 60
parcent indicated that they had no overawards. For those that did .enort
cverawards, 61 percent reported complete recovery. For all schools
reporting overawards, an average of 78 mercent of the overawirded funds
are recovered. It is interesting to note that the percentage of
respondents reporting no overa.ards is lowest in the 4-year private and

§fQuestions regarding recovery appeared in the Long Form Questionnaire.
The number of .respondents to this questionnaire is 601, Of these, 477
provided information on overaward (477/601) = .79.
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TABLE 6.B.3:

PERCENT OF INSTITUTIONS DETECTING DEPARTURE OF AID RECIPIENTS BY
SPECIFIED TIMES, BY INSTITUTIONAI LEVEL AND CONTROL: ACADEMIC
YEAR 1978-79

Institutional Leve® and Conirp?

-

4-Year 4-Year 2-Year vyaar .
Pubtic Private Public Private Propristary

End of ACademic Term 51,7 56.8 57.9 54.9 39.1

Start of Following Ferm 1/ a.2 1a.9 16.9 6.1 L2

Either End of Term or Start 72.¢ 70.9 73,0 61,0 an.4
of Following Term 2/ .

Institutions Reporting

1/ START CF TERM

Source of D.F.
Variation

Mean F Ratie 2-Yeor 2~Yeor Z-Year
Square {Probability) Private Pubiic Private Proprietary

Jetween
Groups

Within
Groups

Tota!

0.67 5.58 d-Year 16.83
Pubtic

0.1Z d-year F=g.08
Private .

2-Year ) 8.30
public

2/ ENO OR START

Source of .7F.
‘ariation

Mean F Ratio d-Year 2-Year 2-vaar
Square (Probabiiity) Privete Public Private Probriztory

8etween
Groups

Within
Groups

Jotal

1.8 B.78 3-Year . 28.43
Public

a.2t d-Year 26.67
Private

2~-Year 24,27
Public




TABLE 6.8.4: RECOVERY OF BEQG OVERAWARDS BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC
" YEAR 1978-79

- - S o R R S T I s e e e T L T e T T s T T T T T N T T T T LA L ATl !

Tnst itat lanmat Level anl Control

AR A s mwm - e == T

4-Year 4-Year 2-Year 2-Year
Nt Publiv. Private Pnhtic I'rivole tynpriclary
Percent af Responlents Reporting
Ny Overawards }/ 4.0 53.0 75.4 6.7 12.6 4.1

[ - - . LA N AR T e i A A BB At 8 e = AR MW A A 8 e o Al R s L8 W EE LSS M Ar R - W ¢ oraSse =

Institntlons Reporting 177 130 179 n 33 61

i L a me e 4w A s TEE m s o i ) b 8B L A AR o gy - —anr B E O e e iy e s W W -V gaw fr @ A wms wem e

Far These Repartiog Overawayds:

farrent Reporting
Cowplete Recovery 2/ 61.0 5.2 s2.8 12.9 .5 9.0

Average Percentage Recovered 3/ .0 1.5 B .4 6.0 90.3 0.}

Average Ovaraward Per Student
ecoming Inellyible 4/ 135 e 514 226 192 119

BN - . A e A n e B e e s A e AL M = En E e SEE N Es ek = mE Ao " AR e B e A e—— - emm a - - — o u A

tosL itathons Reparting 112 Gt} an 29 9 n

L/ ¥n Over warils
Sonrce of nr. Hean f Ratln A-Year 2-Year 2-Year .
Yarbat lun Sinare {Prohall bity} Private bl Private Proprietary

Belwern L 1.6 0.16 4-Year i = 1207 - - I = 21.5%
Groups ' Puls s

#ithin a0 (0,00} 2-Year , . [ e 1396
Gunps Pulbin 1 S "1

tolat A




TAGBLE 6.B.4 CONTINUED

2/ CIMPLEIE AFCOMRY

Source of K, Hean
Variatlon Sypare

Between A4 0.98
Sroups

Hithin 8.22
Grougs

lutal

3/ PLRUND 0 COVERE D

Soncee of u,r. Hean
Variat lon Sypare

Ol ween .11
firoups

Hilhin M6 ot

Gromps

fotnd 150

4/ UV RAWARD

Som e of n.r, Hean
Variatlun Sépran v

I Ratlo
{Probabillly)

1.5) 4-Year
Publle

{0.00) f-Vear
Private

F Katio
{Prahantitiy)

2.66

{1.03)

f Ballu
{Protanl | 1ty)

grinven 26,111,872 m 4 Year

firnups

Pub V¢

Hilhin 16 10%.,401 .02 {0.00) 4=Ypar

Grimp
Tolal 150

Privale

2-Year
I'rivaie

2-Year
M- lvate

I -9.86

185

i
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TABLE 6.8.5: RECOVERY OF SEDG DVERAWARDS BY INSTITUTIDNAL LEVEL AND CDNTRDL: ACADEMIC
YEAR 1978-79

== J— T e s B e R e g
o A S R E AR RE A ET B e mEE & e W RETE T —= Lt ey~ e

Inst itut ioua! ti-vu! anl (‘oullol

jl-Vcal' 4-Year 2-Year 2-Year
AL Publlc Private Publle Private  Proprietary

Percent of Respomlanis Reportlug )
Mo Overawards 9%0.6 nz.1 86.8 .3 3.5 nn.n

- R 4 o i - e el B Al A M~ Mk = i e i % MR o

ey S ar A R AW v s A E e e pr———— o Mg mma mE R

AN - mmaEEmra s A R LN R m e e e A AR § AW R

Institutions Reporting a1n 124 157 61 27 49

- — - Ce s iaa mm B mdr ¢ ek e s mh fr s . cmmsAs —Eiamemm 4@ omualE — P R

Forr Those Repnrting Sverwards:

Percemt fteporting
Conplete Recnvary nz.3 57.0

Average Percoutage Recovared 67 .4 1.4

Average Gveraward PPer Stwlent
fecoming Ineilgible (3} 21m.1 we

Institul fans RepnrlIng 50 24

EERE R =t




2-year public institutions. They report the lowest recovery rates of any
institution types, with 4-year private schools achieving a higher rate of
recovery than the 2-year public schools. With regard to SEQG overawards,
§-year public schools appear to have the worst problem. Tk~ ner~~ntage
of respondents reporting no overawards is lowest in this - , as 1s the
percent reporting complete recovery.

C. SUMMARY

In general, it is in the institution's best interest to maintain an
efficient system for monitoring the academic program of student aid
recipients. As part of the responsibilities which are attached to the
receipt of Federal aid funds, institutions must ensure that none of these
monies are misappropriated. Schools can either attempt to disburse funds
in a manner which requires academic progress as a prerequisite for the
receipt of aid, or disburse the funds all at once and then keep close
tabs on the student throughout the academic year. [t is'apparent that
the size of the institution as well as the personnel and resources (e.g.,
computers)} available to perform monitoring functions can predetermine the
scope of the monitoring activities undertaken. The consequences for

institutions which do not properiy monitor the progress of aid recipients
could potentially include the 1oss of eligibility for Federal student aid.
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ABﬂINISI RATION OF THE NATIONAL DIRECT
STUDENT LOAN PROGRAM

A. INTRODUCTION

The purpose of the National Direct Student Loan Program (NDSL} is to
"assist in the establishment and maintenance of low interest long-term
deferred 10an programs at institutions of postsecondary education, for
use by students demonstrating need for financial assistance in order tO
pursue their courses of study at such institutions." In accordance with
the Program Management Guidelines, institution must comply with the legal
- statutes, the "General Provisions Relating to Student Assistance
Programs" found in Title IV-F of the Higher Education Act of 1965, as
amended (20 U.S.C. 1088-1088g, "General Provisions"}, and any
regulations, as they become effective, implementing those statutory
requirements.l/ Institutions, participating as NDSL lenders agree to °
{1) capitalize at least 10 percent of the fund, and (2} fulfill its
legislative mandate, by managing the program according to Federal
guidelines. Each of these areas Of responsibility will be discussed in
turn.

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.
Comissioner of Ejucation whereby the latter provides the participating

1/Summaries of the guidelines appear in U,S. Department of Health,
Education, and Welfare, Student Financial Aid, 197/7-78 Handbook.

Summarles of regulations in effect in the 19?8 79 academic year appear
in the Federal Register, Vol., 43, No. 165, August 24, 1978,
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institution with up to 90 percent of the funds necessary to capitalize an
NDSL program, and then replenish the funds annually as necessary (but in
accordance with program guidelines) to maintain the viability of the
program. The goal of the Federal government is to have each
participating--institution-achieve-a-“self-rotating-status," in which a
steady state is reached whereby the amount loaned each year is balanced
Ry the amount received in loan repayments, thus requiring no additional
2itieshution from the Federal Treasury. However, since loan reoayments
follow by several years the initial loan and are spread out over a number
of years, the achievement of a self-rotating status may not be
accomplished in the short-run. The achievement of this goal is also
contingent ypon the success of the institution in managing its
collections.

Federal Management Guidelines

The Federal guidelines for management of the NDSL program entail very
specific procedures which, by virtue of the institutional agreement with
the Commissioner of Education, schools are required by law to follow.
These procedures are designed to aid the institution in managing the NDSL
program, and t» side-step potential difficulties before they emerge.

The present guidelines, as written, are not only easy to understand,
but contain requirements for repeating specific procedures at critical
Phases of the loan process, thus mintmizing the impact of human error on
the operation and financial viability of a program. Institutional
compliance with the Federal guidelines involves about a dozen separate
xey elements for NDSL program management which fall into two main areas
of management responsibility, counseling and record keeping.

Federal guidelines require that schools conduct both pre-loan
counse iing and exit interviews. They are also encouraged to conduct
additional counseling as they deem necessary. In terms of pre-loan
counseling, the guidelines stipulate that:

...It i¢ essential to the sound administration of the loan programs

that borrowers have as complete an understanding as possible of their
responsibilities and rights under the programs. It is strongly




recommended that either individual »r group counseling sessions be
held with the borrowers prior to advancing the loan. Pre-eounseling
"sessions should clearly set forth the nature and purpose of the
program, clearly indicating the borrower's obiigation to repay. Each
borrower must be given a copy of the Promissory Note which sets forth

the terms of repayment along with the borrower's rights and
ob]igationsmgf
The Federal position on preloan counseling is very clear then; full
information with regard to the student borrower rights, obligations, and
terms of repayment is to pe conveyed to the prospective borrower prior to
the loan's being made, including the receipt of a copy"ofhthe ﬁromissory
Note.

The Premissory Note is the legally binding document between the
student borrower and the institutional lender. It is evidence of
indebtedness and, by signing the Promissory Note, the student enters a
contractual retationship and acknowledges the receipt of the loan; the
rights and obligations as a borrower; and the terms of repayment,
deferment, and cancellation. Therefore, the guidelines again call for
counseling at the time the loan is made but prior to the initial
disbursement. The regulations state 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 urderstands his or her obligations under
the loan, including the obligation to apply the proceeds only to
educational expenses and the obligation to repay the loan. The
interview may_be held individually with each borrower, or with groups
of borrowers.3

Clearly, counseling before and during the making of the loan are

regarded as important management functions of the institution by the
Federal government. By the same token, a great deal of importance is

R
2/y.s. Department of Health, Education, and Welfare, Student Financial
Aid, 1977-78 Handbook, p. 8-7.

3/rederal Register, Vol. 43, No. 165, August 24, 1978, p. 37615
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placed on counseling at the time the student borrower leaves the
institution either at the end of his or her course of study or at the
time of withdrawal prior to graduation. The NDSL regulations state that
an institution must, if possible, conduct an exit interview with each
borrower before the borrower leaves the institution and, insofar as
foasible, these interviews must be conducted on an individual basis.
Aowevar, if f~4iwi4qal interviews are not feasible, a group interview is

LA B LI
. LEC R Y

During the exit interview, institutions must provide borrowers with a
detailed explanation of their rights and obligations. B8orrowers also
must be informed of their obligation to repay the 10an in accordance with
the payment schedule. Furthermore, the school must inform borrowers that
it 15 their responsibility to fnform the institution of any change of
address; each borrower must know the full amount of his or her loan and
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 detailed in exit interview sessions.

Recordkeeping seems to play an important role in ensuring that
institutions are able to collect the highest possible portion of their
outstanding notes. Alan Maynard, the 8ursar at 8rown University, states
in the Journal of Student Financial Aid that:

...collections are just as dependent on good records as reports
(i.e., reports to OE), and no evaluation of the collection effort at
a oarticular institution can be made independently of those racords
and brocedures. If colleges and universities, therefore, are having
difficulty with collections, it behooves them to look at every phase
of their record-keeping to be sure that it is accurate, reliable, and
accessible before proceeding further.d

There are a number of necessary and required record-keeping
practices. These include:

ifﬁaynard, Alan P. "Suggestions for Improving Student Loan 8illing
Techniques,”" Journal of Student Financial Aid, Vol. 4, No. 2, June 1974,
mo 15"22.




maintenance of the borrower's current address and enroliment
status while in school;

ensuring that borrowers notify the financia) aid office upon
leaving schcol;

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;

conmunication with the graduated or terminated borrower during
the grace pe’iod;

co;lecting from borrowers after the grace period is terminated;
an

lééating “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
institutional offices, e.g., the registrar, student financial aid,
business, ard alumni offices. This exchange will enable the institution

to determine: (1) the date the borrower will graduate so that an exit
interview may be scheduled; or (2) whether a student has left school

without proper notice so that it may mail the borrower the required
information,

Once the student leaves school, howsver, the responsibility of the
institution continues. For each departing borrower, there is a
nine-month grace period, at the end of which repayment begins. Quring
the grace period the schosl must:

. 90 days into the grace period, transmit to the borrower, in
weiting, the very same information it was required to
conmunicate during the exit interview, as well as any other
information necessary to satisfy Truth-in<lLending Act
regulations;

180 days into the grace period, notify the borrower of the date
the borrower's grace period ends; and

at least 30 days before the first payment is due, notify the
borrower of that due date and amount.




In the case of students leaving the institution without notice and
therefore without receiving an exit interview, schools must also mail the
borrower a copy of the promissory note and two copies of the repayment
schedule, and must request the borrower to sign and return one of the
copies of the repayment schedule.

As the grace period comes to i close, there is still another series
of steps the institution is mandatad o “21% 94 H2fire it can commence
collaction.

] the institution must send each borrower a letter of notice and a
statement of account at least 30 days before the date on which
the first repayment instaliment is due, and a statement of
account at least 10 days before the due date of each payment
after the first;

if a payment or a deferment or cancellation form is not received
within 15 days of its due date, the institution must contact the
borrower to demand payment (first overdue notice);

within 30 days of the date of the first overdue notice, if the
borrower does not respond satisfactorily, it must contact the

borrower again by telephone or in writing (second overdue
notice);

within 15 days of the date of the second overdue notice, if the

borrower does not respond satisfactorily, it must contact the
borrower by telephone or mailgram (third overdue notice}; and

within 15 days of the third overdue notice, if the borrower does

not respond satisfactorily, it must sénd the borrower a final

demand letter. The final demand letter must tell the borrower

that the 1oan will be referred for collection or litigation if

the appropriate payment or loan is not received within 30 days.

If the institution is not able to locate the horrower or if it has

not received any acknowledgement of its correspondence from the borrower
(e.g., letters have been returned as undeliverable by the post office),
it must embark on a diligent effort to determine the borrowers
whereabouts. Such an effort, known as skip-trace, involves
investigations into th2 borrowers past residences, acquaintances, and
family with an eye towards establishing the current location of the
borrower. Skip-trace activities may be undertaken by institutional loan
or aid offices and/or commercial sk1p«trac1ng organizations hired by the
institution.




Delinguency

Legally, a borrower is considered to he delinguent if the principal
amount ocutstanding on direct or defense loans is in default for 120 days
if repayment is in monthly installments, and 180 days if repayable in
less frequent installments. Once delinquency occurs, an institution must
engage & collection agency or bring suit against delinquent borrowers if
these criteria are met: all reminder notices must have been sent and the
institution is certain of the borrower's whereabouts.

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 has taken place:
] the borrower has had an exit interview, or has been mailed
comparable information;

the bgrrower has been contacted three times during the grace
period;

the borrower has been sent three notices subsequent to the first
payment date;

the borrower has been sent a warning of collection or litigation
effort;

skip~trace activities has been conducted, if the borrower could
not initially be contacted; and

the borrower has been notified of the intent to seek collection,

satisfactory explanation, or suit.
The institution is mandated to bring suit against the borrower (or
against any proper endorser) if collection efforts have failed, it is
determined that the borrower has assets which may cover all or
substantially all of the outstanding obligations, the borrower has no
known defense or satisfactory explanation of the delinquency, the
borrower's whereabouts are known, so that he/she can easily be served,
and that the amount outstanding exceeds $500. The institution at its
discretion may elect to bring suit against the borrower even if all of
these conditions are not satisfied.




Cfearly, institutions participating in the NOSL Programs have a
substantial series of mandated procedures to follow ranging from *he
preloan counseling through potential legai action for collection of
delinquent accounts. It is therefore not surprising that many
participating institutions report that compliance with these procedures
is difficult and that default rates have been reported which are
correspondingly high. Recently, USOE has imolemeated a program, at the
urging of then Secretary of Health, Zducation --. é;;ifé, A
Califano, whereby schools can refer certain delinguent borrowers to USOE
which will assume collection responsibilities. This procedure was
initiated in response t0 institutional pleas for assistance in coilecting
from “hard-core” defaulters. Additionally, those borrowers referred to
USOE can have their names removed from institutional default roles, thus
lowering the school’s calculated default rate. The next section briéfly
reviews some of the key issues surrounding compiiance and loan default.

8. COMPLIANCE AND DEFAULT

There are essentially six groups of interrelated issues which are to
be addressed as part of the analysis of this chaptéfT A brief discussion

of each will be undertaken prior to presenting findings of the research
into each of the issues. :

Compiiance With Guidelines

In the description of the NOSL program above, the full panorama of
procedures with which participating institutions are supposed to comply
is ftemized. The first issue is therefore to establish the extent of the
compliance (and noncomplfance) with each procedure and to determine
whether noncompliance s pervasive across all procedures cr whether some
of the gufdelines are more susceptible to noncompliance than others, The
next issue is to explore the extent to which school types differ in their
comp 1fance with guidelines.




The Compliance-Default Relationship

One of the often stated results of noncompliance with the required
NOSL procedures is an inflated rate of default on the NDSL repayments.
The second issue, is to explore the relationship of noncompliance to the
rate of default on NDSL repayments. This issue involves, not only a
one-on-one examination of the compliance with specific required
procedures and the corresponding default rate b§“t§ﬁg‘of school, but also
an examination of the clustering of procedures where noncompliance is
associated with the overall school default rate. This latter approach
specifically recognizes the interactive nature of the impacts of
noncompliance on the overall default rate by type of school. Finally,
this issue includes the identification of the differences in
noncomp liance prof iles petween those schools (by type} with high default
rates and low default rates.

Characteristics of Institutions

School types differ in a variety of ways which may have a bearing on
the NDSL program. They differ, for example, in cost which, in turn,

affects the need for lo0ans. They aiso differ in the level of effort of

the financial aid office, measured in terms of the number of NDSL
recipients per worker. If systematic differences in cost, level of
effort, etc., exist between school types, then these differences will
have t0 be kept in mind in exploring the relationship between compliance
and default.

Default Rates and the Cost of Education

This issue is raised becayse the tuitfon and fee policy of the school
affects the number of students requiring loans, the size of the NDSL
loans, the students' abilitfes to pay, and the eventual default rate of
the school. 1In erder to address this issue, the cost of education by
type of schooi will be correlated with the default rate, with the
expectation that the cost of education, standardized by type of school,
Wwill positively influence the default rate.




Default Rates and the Level of Effort

There is some concern that the root cause of noncompliance, and
therefore excessive default rates by type of school, is the workioad
borne by the financial aid office (FAD} staff which is attributahle to
NDSL. The data are presented in Chapter 2 concerning the size of FAQ
staff and the per staff member NDSL recipient workloads faced by the
financial aid offices of different types of schools can be correlatad
with the default rates calculated by type of school. It is axpeciec
that, at some point, fncreasing workloads will produce identifiable
impacts (i.e., fncreases) on the schools® defatlt rates.

Care myst be exercised, however, in the interpretation of the measure
of the level of effort of the financial aid office because this same
measure, NDSL recipients per worker, may be a measure of staff
productivity. That is, more recipients per worker may be a sign of
graater efficiency in the processing of NDSL applicatioans, offers, awards
and collections and may not necessarily mean that less attention is paid
to each recipient. Nonetheless, it is reasonable to expect that

workloads increased beyond a critical point will be associatzd with
higher default rates.

A further word of caution is in order because no program specific
staffing information is available from the institutional matl survey.
The earlier analysis of the site visit data showed that there was a great
deal of variabflity in the proportion of staff time allocated to the NDSL
program. Unfortunately, we are forced to tacitly assume that the tota!l
staff size is 2 reasonable proxy for the size of the NDSL staff, measured
in person-years.

Scnool-Specific Delinquency Definitions

There is a standard definition for repayment delinquency under the
NDSL program. The definition is in terms of the number of days an account
is in arrears. Some schools employ definitions which, in fact, deviate
from this standard in one direction or another. These alternative
definitions are used to initiate actions in the financial aid office so




that the collection activities of the financial aid office should be more
aggressive or less aggressive than expected, depending on whether the
alternative definition is more restrictive or less restrictive than the
standard definition. Therefore, this effect should manifest itself in
high default rates {using the standard definition of delinquency} being
assoc iated with those schools delaying remedial action and low default
rates being associated with those schools hastening collection activities.

C. RESULTS - PART 1

Sefore exploring the compliance issue, a brief review of
institutional (haracteristics is in order. This is prasented in the
first part of Table 7.C.1. As has been observed in Chapter 2 and
elsewhere, private schools tend to have higher tuition and fees than
public schools and proprietary schools cost about the same as 2-year
private schools. Here we note that these higher costs resuit in a higher
propertion of the student body receiving NDSL loans. On average,

29 percent of all students attending proprietary schools whieh——m
participate in NDSL receive such loans. Eighteen percent of all students
in 4-year private schools receive NDSL Toans as compared to only 12
percent in 4-year public schools; and 12 percent of all students in
2-year private schools have NOSL loans as opposed to only five percent in
tha 2-year public schools. These facts are offset somewhat by the fact
that public schools tend to be much larger than their private
counterparts so that the average number of loan recipients is higher in
public than in private institutions.

We have been noting significant differeances between the public and
private schools, but for some traits, the significant differences are
between the 4-year schools, both public and private, and the 2-year
schools., For example, 47 to 48 percent of the 4-year schools are
academically selective in their admissions policies while hardly any
2-year schools are selective. Also, 4-year schools have lower levels of
effort {or high productivity per worker) as measured by the ratio of NDSL
recipients to financial aid office workers.




TABLE 7.C.1: CHARACTERISTICS OF INSTITUTIOHS PARTICIPATING IN MDSL, BY IMSTITUTIONAL LEVEL AND CONTROL:
ACADEMIC YEAR 1978-79 1/
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TABLE 7.C.1: CONTINUED
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TABLE 7.C.1: CONTINUED

87 Counseling anth 1imes

Soirce of 0.1, Moan F Ratdo 2-Year 2-Year
Yarlation Squave (ProlablHty) Jrivate PubHc Private Pruprlelary

. e e —— e Al F TR o el e T b i A T T

Beatween 0.69 2.00 4-year - - - F=9.64
Groups Poltic

Wilhiun 395 .24
Grovps

ot kL)

. 9/ Ho Fxit Intevview

A A e o e 8 e ————

Smicee of b.r. Hean F Ratio i 4-Year . 2~Year 2 -Year
variallnn Sijuare {Probabi Hiy) Private Pubdic Private Proprlatary

—— v W AvA TR o kh mREEe R EE o W A

Between L) 1,612.78 6.79 d-year I" = 20.53 = 9.5 -
Gruwps Pubtlc

Within kT 237.66
Grmgs

lotal N

10/ Detect Bepariwes

I R T va—

e FEE AT e e mmE o W T WA ——

Source of 0., Mean F Ratlo 4-Year 2-Year ?-Year
Yaristion Square {Prabald 11ty) Private Pubkfc Private Propr ity

T T VS ——

- ek N e P o o N B e AR ]

Between 1 0.44 2.61 4-Yoar - Frg.46
Groups Public

Within 0.47 {0.03)
Groups .

fola}

Ceme e e e e e s n ,203_.-..._

ERI

PAFullToxt Provided by ERIC




Comp liance with Guidelines

In order to comply with the NDSL guidelines institutions must, as
previously noted, perform a number of specific procedures. Thase can be
categorized into two main groups: counseling and collections.
Furthermore, as described earlier, counseling takes place at a variety of
times throughout the ‘oan award and repayment process. Table 7.C.1 shows
tnat only half of the schools report that they counsel applicants both
prior to and at the time of the loan. Counseling more than once tends to
be prevelant at the proprietary schools (87%) and is done by the majority
of private schools (56 to 58%). Surprisingly, eight percent of the
4-year public schools and three to four percent of all other institutions
(with the exception of proprietary schools) state that they provide no
counseling before the 1oan is made in clear violation of their contract
with the Commissioner of Education. Compliance with the counseling
guidelines is highest in the progrietary schools.

Schoo1s are also required to provide a statement of borrower rights
and responsibilities with every loan offer and the vast majority do so

(87 to 96%). Again, compliance appears to be lowast at the 4-year public
schoels, but the differences between school types are not statistically
significant,

Counseling, of course, does not end with the initial award of the
student 1ocan. The next key counseling activity is the exit interview.
A1l schools reported that they hold exit interviews with students. wWhile
a1l schools claim to conduct exit interviews, some loan recipients may
still teave school without such an interview. Missed exit interviews are
most common in the public schools where 14 to 16 percent of loan
recipients fail to get such an interview. Schools may be unable to
administer exit interviews to ail NDSL recipients Because some borrowers
drop out of school without going through formal severance 5~ their
relationship with the school and because some borrowers * :1 to appear
for a scheduled interview session. In Chapter 6, it was notad that
forma) communication procedures between the regi<trar's office and the
financial aid office are found in between two-thirds and four~fifths of

7.16
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the schools. Such communication is most common in public schools and
least common in 2-year private schools and proprietaries. Consistent
with these observations is the fact that public schools detect more
unannounced departures by the start of the next term than do any other
types of schools. B8ut, it is not clear that an early dropout detection
system §s effective in increasing the percentage of recipients receiving
exit interviews. The detection system identifies recipients after they
have departed so that the opportunity for an exit interview is lost. In
spite of this, of course, early detection is still oreferable to late
detection, especially regarding the location of the borrower. The number
of unannounced departures upgrades the importance of the preaward and
on-receipt counseling, since these may be the only times when contact
with the recipient is assured.

The l1ast set of compliance activities involves the handling of
delinquent borrowers. Table 7.C.2 shows the number of days after which
action is initiated, the techniques used to induce repayment and the
action taken in the event that the defaulter cannot be located. AN
types of schools wait approximately 100 days after the due date of the
missed payment before initiating collection activities. Proprietary

institutions take action a little sooner, waiting only 71 days on
average. The first action taken is, typically, to send a strongly worded
letter warning of possible legal action. Eighty-one to 91 percent of all

schools send such a letter. The most widely used technique to induce
repayment is to place the problem in the hands of a professionai
collection agency. (Given changes in NDSL regulations that took full
effect after the Institutional Mail Survey it is reasonable to suppose
that many delinquent-accounts are now turned over directly to the
Department of Education.) Only 83 percent of the 2-year public schools
employ collection agencies while 93 to 97 percent of all other types of
institutions do so.

The task of collection is seriously compounded when the school looses

track of the l1oan recipient’s current whereabouts. The schools which are
least successful in keeping in touch with defaulters are the 2-year
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TABLE 7.C.2: SELECTED PROCEDURES USED TO DEAL WITH NpSL DELIMQUENCY, BY INSTITUTIONAL LEVEL AND
CONTROL: ACADEMIC YEAR 1978-79 1/

INSTI1CH 10MAY. §EVED ANUG CONTROL

LE g P g e py il S

Att

4-Year
Public

4-Year
Private

Nuwher of fBays After Which Ooreawer
Is *elinguent”

Percent Sending Warning tetter{s)

Pevcent Imposing Penalty Charges

Percent Turnlng Account Over to an Attorney

Percent Turning Account Over to a Collectlon Agency
Percent nf fefauiters Whnse Addressns are not Known 2/
Percent UsIng Scliool Sk1p-Trace Only 3/

Percenl Using Commercial) Skip-Trace Only

Perecot Using Schno) and Conmerclaf Skip-Trace

9.6 (387)
85.6 {402)
19.1 {402)
3.5 (402)
9.2 (402)
18.2 (366)
16.2 {197)
3.1 (397)
43.7 (397}

101.4 (142)
91.1 (145)
23.6 (145)
41.1 {145)
95.0 (145)
17.8 (134)
2.6 (145)
26.0 {145)
4.4 (145)

00.7 (149)
07.5 (155)
21.3 (155)
34.1 (155)
9).2 {155)
14.6 (145)
14.7 {151)
15.9 (151)
48.0 {152)

2-Year
Public

2-Year
Private

100.9 (48)
81.0 (52)
17.5 {52)
3.6 (52)
94.9 {52)
25.1 (1)
1.7 (51)
42.5 (81)
43.0 {51)

115.3 {21)
19.4 (24)
20.6 {?4)
30.2 {24)
83.0 {24)
18.2 (19)
.2 (23)
4.9 (23)
31.0 (23)

1/ The mwiier of Tnstitutions reparting 15 given bn parentheses.

2116

I e T

-

C e e -

Proprie-
tary

71.0 (27)
02.9 {?6)
9.7 {?6)
8.9 (%)
97.2 (26)
18.9 {?5)

9.0 (27)
0.4 {27)
36.7 (27)
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TABLE 7.C.2:

2/ Adilresses Unkinows

CONTINGED

Source of D.F. Hnan F Ratio 4-Year 2-Year 2-¥ear

Yariatlon Square {Probabliiity) - Private Pubtic Private Prapr letary
Briwcen 4 962.5261 2. 4-Year Faanl - -
Gronps Privatle

Kithin 352 419.5464 (0.05)

[HUTH

Tatal k1))

3/ School Sklp-Trace

Source of D.f. hoan F Ratlo

Yarlotion Square {ProtiabiHty)

Betwann L) .36 2.10

Groups

ulthin isn 0.15 (0.05)

SGromps

Total a4

4 Her mmm oees

-k mma wa L man
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public and the proprietary institutions, losing, respectively, the
current addresses of 25 percent and 19 percent of all defaulters.

Private and 4-year public schools do not know the current address of only
15 to 17 percent of their defaulters. Once it is determined that the
financial aid offfce and/or the bursar's of fice has lost track of a

- defaulter, the school resorts to its own skip-trace activities and/or to

commerical skip-trace companies. A1l schools report using some form of
skip-trace. Recourse to commerical skip-trace companies {often used in
combination with the school’s own skip-trace activities) is the prevelant
practice except among 2-year private schools, 34 percent of which rely
exclusively on their own resources. Numerous critics of NDSL as it is
presently administered note that skip-trace activities are beyond the
normal functions of an educational institution and that this function can
best be performed by the Internal Revenue Service, an agency of the
Federal government which has a‘mandaté to keep track of the locations of
our highly mobile adult population.

In summary, there are a large number of activities that a schooi must
undertake in order to be in compliance with NOSL guidelines. Given that
the scope of these activities are beyond the activities considered to be
tra&itionally performed by postsecorndary institutions. It is not
surprising then to find that compliance with these procedures is very
mixed. Compliance s fairly low in the area of preaward and
contemporary-award counseling. Compliance increases with regard to exit
interviews, although a substantial number of exiting students are still
missed. Compliance again increases with regard to delinquent account
activities.

In general, even if full compliance were observed {and it isn't), a
great deal of concern would remafin regarding the quality of the
activities undertaken. The data available for this stugy do not allow

consideration of the qualitative of the services aspects. In spite of
this, there is a tendency to try to identify where compliance {both




qualitative and quantitative) is superior. The above statistics imply
that compliance is highest among private institutions and worst amongst
4-year and 2-year public institutions (although this varies, depending on
which statistics are examined).

The key, however is not how high the rate of compliance is per se,
because regulatory compliance is only an intermediate goal (or at least
it should be). Among the goais of the NDSL program are equitable
distribution of financial aid (discussed in Volume 11 of the
Institutional Site Visit Report) and the efficient operation of the
program in terms of a reasonable (a low) default rate. Whether such 2
measure of efficiency is systematically related to the nature and axtent
)f regulatory compliance is the subject of the analysis in the next
section of this chapter.

The Compliance-Default Relationship

For purposes of this analysis, default rates are defined as the

amount of NDSL funds currently in default divided by the amount of NDSL
funds currently in repayment status (excluding funds loaned to students

currently enrolled, still in the grace period, or for whom the debt has

been cancelled or deferred}. WNote that this definitio: embodies the NDSL
completing and collections activities of the school over a number of
years, so that any attempt to correlate the default rate, as calculated
with current guideline -compliance, runs the risk of substantial
confounding, unlass the degree 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 above, should
exhibit some systematic asspciation. That is, if there is a strong
association, one should be aﬁ?&‘td'measure some of the association in
spite of the historical complications. 1If the underlying relationship is
not strong, the confounding influences are likely to render any
retationship unmeasurable with the existing data.




Table 7.C.3 presents the overall default rates by level and coatrol
of school. This table clearly exhibits a substantial range of default
rates. The 2-year public schools clearly have the highest default rates,
followed closely by proprietary institutions, then the 2-year private
and, finally, the 4-year public and private institutions (whose default
rates are almost half that found among the 2-year public schools).
Unfortuately for the analysis, the number of observations for proprietary
schools and two year schools will restrict or prohibit analysis of the
causes of the observed levels of NDSL default.

Tables 7.C.4, 7.C.5 and 7.C.6 present the default rates associated
with various school characteristics and compliance items.

The default rates in Tables 7.C.4, 7.C.5., and 7.C.6 exhibit few
systematic patterns but some patterns do stand out ciearly. For example,
schools which have a selective admissions policy consistently have a
lower default rate than nonselective schools. Also, schools where a high
proportion of the student body receives NDSL awards have lower default
rates than schools where fewer students receive such loans. This result
may reflect the fact that institutions with higher numbers of NDSL
borrowers will retain professional and nonprofessional staff whose sole
responsibility is NDSL administration. Thus, these personnel gain more
expertise and emerge as better administrators of the NDSL program.

In addition, schools with fewer NDSL recipients per financial aid
of fice worker, consistently have a higher default rate than schools with
more receipients per worke». This pattern is contrary to our
expectations and iends support to the argument that more recipients per
worker may be a measure of the experience and efficiency of the workforce
and may not necessarily mean that less attention is given to each '
recipient.

Surprisingly, counseling and the provision of a statement with every
10an offer appear to have no significant effects on the default rate.
(The lowest default rates are associated with no counseling or prior
counseling only, but these associations are not statistically
significant.) The percent of recipients not receiving an exit interview




TABLE 7.C.3: NDSL DE”AULT RATES, BY INSTITUTIONAL LEVEL AND CONTROL: ACADEMIC YEAR 1978-79 1/
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TABLE 7.C.4: NDSL DEFAULT RATES ASSOCIATED WITH CHARACTERISTICS OF
INSTITUTIONS, BY INSTITUTIOWAL LEVEL AND CONTROL:
ACADEMIC YEAR 1978-79 1/

TNSTITUTTONAL LEVEL aKO0 CONTROL

ALL

qeYosr
Public

Q-Teal‘
Private

Tuition Pins Fegs Less Than
nr Equal tp Mean

Tuition P lus Fees Greater
Lthan Mean

3fze Less Than or Squal to Mesn
Size Greater Than Mean
Selactiye

Not Selective

Jtusher of HOSL Recipients
Less Than of E£dual To Mean

Humber of #0SL Recipients
Graater Than Moan

19.6 {1749}

18.5 (169}
18.7 {2349)
19.9 (199}
2/ 14.0 (142)
24 21.5 (201)
19.7 {137}

17.5 (137}

10.0 (61)

1.8 (73)
1a.5 {84)
7.3 {50)

3/ 13.9 167} -
3/ 18.8 (67}
18.3 {52)

14.7 (52)

15.5 (73)

15.5 {71}
16.0 {113}
14.3 {36}
12.8 (76}
18.2 {6)
16.2 (33)

13.9 (66)

1/ derarlt rata i3 AJefined a5 funds in arrears gxoressed as 2 Percentage of funds in collection status,

The mmbar of abservations gn which the defauit rate is pased Ts given in Parenthases.

The asan valyes usad as bresk points are those coported in Table 5.A.1.

They are based on tha entirs gOSL
swpl2, ot Just those institutions For which default races are availabje,

0ata Jre Dresented for 311 institutions participating in NOSL 3nd for d-Yesr Public and d4-Year Private
s¢hools. Data arm not oresenced for other institution Lypes pecayse of the small nuwber of institutions In
2a¢h Call. These other institution Lypes ars Inciuded in the *All™ colum,
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TABLE 7.C.4:

27 Selective

CONTINUED

! elective

-

Source of
Yariation

F Ratio
(Probability}

Source of 0.F. Maan
Yarjation Square

F Ratio
{Prabability)

etwaen
Broups

dithin
Sroups

Total

19.0t

(0.00)

Between 0.07
Groups .

Within 0.01
Groups

Total

5.88

{0.02)

11 Selective

Source of
fariation

F Ratio
{Probability)

Setusan
Growps

4ithin
Groups

Total

2.36




TABLE 7.C.5: NDSL NEFAULT RATES ASSOCIATED WITH NDSL STUDENT SERVICES,
BY INSTITUTIONAL LEVEL AND CONTROL, PART 1:
ACADEMIC YEAR 1978-79 1/

INSTITUTIONAL LEVEL AND CONTROL

d-Year q-Year
ALL Public Private

Percent of Student Body Receiving NOSL's
Less Than or Equal %0 Hedn 2/ 21.8 (207) 18.2 (82} 67 18.1 (83}

Percent of .Student Body Receiving NOSL's
Greater Than Mean 2/ 14.8 (137} 14.9 (52} 8/ 12.7 (66)

HOSL Recipients per Worker Less Than or
Zaual to Mean 3/ 21.2 (208) 5/ 19.4 (7¢) 1/ 17.6 (8)

HOSL Recipients per Worker Less Than or
Equal to Mean 3/ 15.4 (138) 13.8 (s8) 1/ 12.6 (g4}

Counse) Prior to Award but Not at Time
of Awdrd 17.0 (75} 16.7 (33) 13.0 (30)

Counsel at Time of Award but Not Prior
te Award 19.0 {¢g8) 15.8 123} 16.4 (32)

Counsel Prior to and at Time of Award 20.3 {178) 18.1 (63} 16.2 (82)
o Hot Counsel 15.1 {20) 15.0 (13} 12.9 (s)

Provide Statement with Every Loan Officer 19.3 {308} 17.2 (112} 15.7 {135)
Do Hot Provide Statement with Every Loan OFfFicer 17.2 (2%) 18.3 (14} ld.é {10)

Percent of Reciptents Not Receiving Exit
Interview Less Than or Equal to Mean 4/ 17.8 (23} 16.7 (86} 14,1 (103}

Percent of Recipients Mot Receliving Exit
Interview Greater Than Mean &/ 21.8 {113) 17.5 (48) 19.1 (48)

Detect DePartures by Start of Kext Term 19.7 (272} 16.9 {109) 15.1 (115}

Do Hot OQstect Departures by Start of
next Term 16.8 (70) 17.7 {24) 13.6 (38)

1/ Default rate is dafined as funds in arrears exPressed 3s 3 Percentage of funds in collection status,

Tie numher of ohsérvations on which the default rate i$ based s given in Parentheses.

The mean vaives used as breadk points ars those reported in Table 6.A.2. They are based on the entire NOSL
sample, not just those institutions for which default rates are available,

Data are presented for all institutions participating in MOSL and for d-Year public and d-Year Private
schools. Data are not presented for other institution types because of the small nymber of institutions i
each cell, These other tnstitution types are included in. the "All”" column,
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TABLE 7.C.5:

CONTINUED

2/ Percent of Students

3/ Recipients per Worker

Source of
Varidtion

D.F.

Mean
Sauare

f Ratio
{Probability)

Source of
Variation

D.E. Mean
Sauare

f Ratio
{Prohability)

fetween
Groups

Within
Groups

fotal

Q.26

0.0

17.69

{0.00)

Between

‘Groups

Within
Groups

Total

0.17

0.01

11.50

(0.00)

4/ No Exit Interview

5§/ Recipients per Worker

Source of
Yarfation

0.F.

Nean
Square

F Ratio
(Probability)

Source of
Variation

oF. Mean
Souare

F patio
{Probabilfty)

Between
Graups

Hithin
Groups

Total

22

223

0.07

0.01

4.%

Betwaen
Groups

Within
Groups

Total

0.10

127 0.0t

128

9.49

{0.00}

6/ Percent of Students

1/ Recipients per vorker

Source of
Yarfation

0.F.

Mean
Square

F Ratio
{Probability)

Source of
Variation

D.E. Mean
Square

f Ratio
{Probability)

Jetween
Groups

Within
Groups

" Total

147

148

0.1

0.0!

2.18

{0.00)

Between
Groups

Hithin
Groups

Totat

0.0¢

147 0.0!

148

7.55

{0.01)

8/Ma Exit Interview

Source of
Variation

0.f.

‘Mean
Square

F Ratio
{Probability)

Setween
Groups

Within
Groups

Total

0.08

9.01

6.76

{8.01)




TABLE 7.C.6: NOSL DEFAULT RATES ASSOCIATED WITH NDSL STUDENT SERVICES,
BY INSTITUTIONAL LEVEL AND CONTROL, PART 2.
ACADEMIC YEAR 1978-79 1/

—— — — — — — ———— ——— ———-—7

INSTITUTIONAL LEVEL AND CONTROL

doYuar
public

d-Yanr
Private

Days After Which Boprower ts
Delinquent Less Than of Equal
to Mean

Jays After Which Borrower is
delinauent Grester than Mzan

Sent Warning Letter

U0 Not Send Warning Letter

[moose Penalty Charqes

Do Mot [mgose Penzity Chorges

Turn Actount Jver to an Attorney

0o Kot Turn Account Qver to an Attorney

Turn Account Over to Collection Agency

Jo got Turn Account Qver to Collection Agency

percent of Defauiters with Unknown Addresses
Less Than or Equal to Mesn

percent of Oefaulters with Ynknown
Adoresses Greatar’ Than Mean

Use School SkipeTrace Only
Use Commercial Skip=Trace Only
Use School and Commercial SkiP<Trace

18.5 {157}

19.5 (186)
2/ 18.3 (291}
2/ 2.3 (45)
18.4 {79}
19.3 {266}
19.0 {129)
19.2 (&N
19,2 (315}
17.8 {21}

¥ ()

3/ 23.2 (100}

4/ 17.2 {16)
4 2.1 (1)
& 17.2 (149)

16.9 {59)

17.1 {75)
16.8 (118}
a.7 (12)
1.1 {28}
17.1 199)
17.9 (54}
16.9 {73)
17.4 {122
13.5 {8)

14.4 {%6)
2.8 (38}
15.5 (28}

2.5 (30)
15.6 (60}

1g.1 {72}

16.8 {77}
6/ 14,9 (129)
6/ 20.3 (20}
13.5 {32}
16.1 {1170
13.3 (54}
16.8 {95)
15.7 {138}
13.3 {11}

17 13.2 (101}

1/ 2.2 (48)
12.5 (21}
17.1 (s6)
18.7 (67)

Defsult rate i3 defined as funds in arpesrs exprassad as & percentage of funds in collection statws.

The number of ohservations on which the default rate iy based i given in parentheses.

The mean vaiues ysed 25 break pointS are thase reported in Table 6.A.2, They are based On the sntire NOSL
sawple, nOt Just those institutions For which Jefault rates are available,

Oata are presented for 211 Institutions particiPating in NOSL and for 4-vear Public and d-Yesr private

schools. Data are not presented for other institution types because of the small number Of institutions in

each cell. These other institution types are included in the “AlL" column.




TABLE 7.C.6: CONTINUED

2/ Warning Letter 37 Unknown Address

Source of 0.7. F Ratio Source of 0.F. Mean F Ratio
yariation {Probability) yariation Square {Probability}

Between 6.10 Between 11.04
Groups Groups ’

Within {9.01) Within (0.00)
Groups * Groups

Total TJotal

4/ Skip-Trace

Saurce of 0.f7. hean f Ratio schoot | Comoe
varsation Square {Probability) Skip-Trace  erciai

Betwaen 0.0z 2.60 Fz6.848
Groups

Within 212 0.01
Groups

Totai 215

5/ tinknown Address 6/ Warning Letter

Source of 0.F. F Ratio Source of 0.F. Mean F Ratio
Yarfation. _. {Probability) Yariation Sauare {Probabi1ity)

Between 17.%7 Between 0,M 3.81
Groups Groups

Within {0.00} Within {0.05)
Groups Groups

Total Total

1/ Unknown Address

Source of 0.F. F Ratio
Yariation {Probability)

Between . 14.35
Groups

Within {0.00)
Grouns

fotal




has the expected relationship with the default rate. The higher the
percentage of borrowers who do not receive an exit interview, the higher
the default rate. The difference in default rates is significant overall
and is also significant for 4.year private schools. It appears that
schools which are quick to take action against the borrower after missed
payments have lower default rates than schools which postpone action, but
the difference in default rates is not statistically significant. Other
expected relationships which are statistically significant are: schools
which send strong letters warning defaulters of legal action have lower
default rates, and schools which loose track of the location of a high
percentage of defaulters have higher default rates.

Clearly, gross relationships between regulatory compliance and
default rates and selected program 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 rates) will be made, along with an attempt at muliivariate
analysis.

High Default Rate Schools Comgared with Low Default Rate Schools

To this point, danalyses of default rates using the full set of
observations have not produced many definitive answers. This may be due
to the influence of confounding factors that 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 cperations-and compliance variables {see the
discussion above), In order to sirengthen the perception of impacts of
salected variables on default rates, profiles of high default rate
schoo 1s were compared with profiles of low default rate schools. To do
this, the average characteristics of those schools with default rates
below the 25th percentile within each type of school were compared with
the average character istics of those schools ¢f a corresponding type with
default rates above the 75th percentiie, Because of a lack of
obser vatfons, only the 4-year school; could be included in this analysis.




The results presented in Tables 7.C.7 and 7.C.8 are consistent with
those presented earlier. Once again the results are mixed but some
systematic relationships emerge. For example, the percentage of the
student body receiving aid is consistently higher at the schools with low
default rates and the number of NDSL recipients per worker is
consistently higher at the low default rate schools. As was found
earlier, compliance with the counseling guidelinas does not necessarily
reduce the default rate. However, the axit interview is important;
schools with low default rates consistantly fail to conduct exit
interviews with fewer departing borrowers than schools with high default
rates. As expected, those schools which move Quickly against those
borrowers who miss a payment tend to have lower default rates, byt this
relationship is not statistically significant. The same pattern is
avident for schools tending warning letters, those turning the account
over to an attorney, ard those employing institutionally based skip-trace
mathods; the relationships are consistently in the anticipated direction
but are not statistically significant.

Finally, there are two other items for which the results are
consistent across school types, are compatible with expected
relationships and are statistically significant; the low default rate
schools consistently lose track of a lower percentage of defaulters and
are more likely to yse both their own and commercial skip-trace services.

D. RESULTS - PART i: MULTIVARIATE ANALYSIS JF DEFAULT RATES

In order to ascertain the net effect of the variety of potential

- explanatory-factors presented for the NDSL default rates for-the -
institutions in the survey, a multivariate (regression) approach was
instituted. Through this method it is possible to Jjointly consider a
wide selection of potential explanatory variables, an attempt that is
impractical using a cross tabulation approach. Two regression runs were
made in order to identify the subset of variables which had statistically
meaningful influence on the NDSL default rate.

Table 7.D presents the resylts of the two regressions. The column
designated B, contains beta coefficients, which are the number of

R2(




TABLE 7.C.7: COMPARATIVE PROFILES (MEAN STATISTICS) OF LOW AMD HIGH NPSL OEFAULT RATE SCHOOLS,
BY INSTITUTIONAL LEVEL AND CONTROL, PART 1: ACADEMIC YEAR 1979-79 1/

INSTTTOTIONA. LEVEL AND CONIRIL

- — — AR . m e B R MW VET %R R W ETRA R B BN R rEWAA._ o R s S

4-YEAR PUAL IC A-YEAR PREVAFS

LOW 25¢ Man 25¢ L.OW 25% ) HIGH 25% tOW 25% HTGH 25%

e s Em—— s % -

Tottion Plus Fees 1,418.5(95) 1.450.8(9%}) 599.9(3n) 642.8(39) 2,310.2{40) 2,432.6(41)
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TABLE 7.C.7: CONTINUED
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These other Institetion bypes are Inchuded kn the ML colimn.
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TASLE 7.C.7:

6/ Percent Recebving HDSL's

CONTINUGED
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TABLE 7.C.8: CONTINUED
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TABLE 7.D: RESULTS OF MULTIPLE REGRESSION OF NOSL DEFAULT
RATE ON SELECTED CHARACTERISTICS OF INSTITUTIONS:
ACACEMIC YEAR 1978-79 1/

Characteristic i B ;

2-Year public {0.1} 0.153 . 7.22
2-vear Private (0.1) 0077
Selective {0,1) . 106
Cost -0.005
-Site 0.037

Proportion Receiving 0.012
HOSL toans

NOSL Reacipients 0,575
per Worker

Reciprants per 0.338
Worker Squared ’

Prior Cotunseling «3,131
Only (0.1)

Counseling at time -0.048 0,40
of Loan Omiy {0,1)

%o Counseling (0.1} -0.038 0.27

Loan Statemant -1.035% 0.24
Provided (0,1)

Paercent of Recipisnts 0.180 5.71
with no Exit {nterview

Withdrawals Oetected by 0.050 0.49
start of Term {0.1)

Days Aftep Whish «0,021 0.09
Account 1s Deifquent

Warning Letter (0,)) 0,037 0.25
Penaltz Charges (0,1} «f), 060 ot
Lawyer (0,1) 0.043 0.J5
Collection Agency (0,1} 0.610 .02

percant of Oefaulters 0.261 12,28 0.257 15.64
With Unknown Addresses

Schont Skip-Trace (0.1} 0,009 2.01

Cmf;cial Skip-Trace 0.004




TABLE 7.0 CONTINUED

Constant Term 0.27 0.198

R, ® 0.38, 0.28 0.%4, 0.31

Number of Cases 252 : 2710

rablng-statistics F({23,228)2L.59 F{9.259)1,92
at

rabl;_le-Statistics £{23,228)+1.89 £{9,259)22.5)
at

Overall £-Statistics 3.66 10.76

1/ {0,1) indicates that the characteristic enters as 3 dummy variable,
Statistics are explained in the accompanying text,




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
which the variabies are measured (i.e., pounds vs. ounces), but are
influenced by the size of the variation in the explanatory variable. For
example, the raw coefficient for a variable could be statistically
significantly different from zero, indicating that one can, with a great
deal of confidence, believe that the variable influences the defauit
rate; but, if the variable in question does not vary much (its standard
deviation is small relative to its mean), then the beta coefficient will
be correspondingly smali.

The column designated Fi contains the F-statistic for the
coefficient. In general, a calculated F-statistic that is greater than
its "table value" indicates that the probability of the true value of the
coefficient being zero is less than the probability to which the table
value refers (generally .05 or .0l). The table value for the F-statistic
will change depending on the numbar of observations for the regression

and the numbsr of explanatory variables used. Tabie values for both the
five percent level and the one percent level are shown beneath each
column.

Other statistics at the bottom of each column of Tabie 7.0 include
the raw value of the equation's constant temm, the coefficient of
multiple determination (R%) and its adjusted value (R°), the mumber

of cases upon which the regression was based (as the specification
changes, the number of schools reporting information on all specified
va’ - 25 changes), the table values of Festatistics at alternative
conf.cence levels, and the overall F-statistic for the entire
regression. The R2 is the proportion of the total variance in the
default rate explained by the regression. The ﬁz adjusts R2 to
account for the number of variables used in the equation. This
adjustment 1s made because the RZ increases by definition whenever an




explanatory variable is added and this can be misleading if R2 jg used
to judge the goodness of fit. This adjustment is not necessary as the
number of observatidns becomes large.: The last item is the overall
F-statistic which essentially is an overall test of the significance of
Rz, or the significance of the explanatory power of the total
regression. The meanings of these statistics will become clear as they
are ysed to analyze the results of the regression runs.

A total of 22 variables were used fn the specification for the first
run. These included a categorical variable for the 2-year public schools
and another for the 2-year private schools. Proprietary institutions are
excluded because none provided the necessary information. Four-year
schools sarve as the control group against which the others are
measured. There follows a list of 20 variables which closely parallels
the 1i5ts used in earlier tables in this chapter. The one variable which
has been excluded here refers to the use of computers. 1nclusion of this
variable results in a severe reduction in the number of cases for which
complete informatfon is available.

One variable has been altered for purposes of this analysis and that
is the Jevel of effort variable. As noted earlfier a high ratio of NDSL
recipients to workers was thought to raise default rates but this
expectation was not confirmed by the bivariate analysis presented earlier
in this chapter. Because it is possible that the level of effort may be
related to the default rate in a non-linear way, a second measure, the
square of the first, has been added for the multf-variate analysis.

— 7 "Together these two variables can reveal whether or not the'negative —
relationship between the workload variable and the default rate operates
with diminishing effect or becomes positive with extremely high workloads.

— -

The counseling variables- included are also categorical representing
counséling given pricr to the Toan only, at the time of the loan only and
no counseling at all. The effects of these practices are measured
against the excluded practice, namely, counseling prior to and at the
time of the loan. Likewise, categorical variables are ysed to represent




institutionally based skip-trace only, commercial skip-trace only and no
skip-trace, the control group being those institutions which employ both
institutfonally based and commercfal skip-trace practfces.

The categorical variables enter the regression as "dummy" variables.
Then are set equal to one if the fnstitution.is a member of the specified
group and zero if it is not. The estimated redression coefficient for a
dummy variable quantifies the effect of group membership on the default
rate.

A total of six variables have significant coefficients at the one
percent level. The significant variables are 2-year public schools, the
ratio of NDSL recipients to financial aid office workers, the square of
this variable, counseling prior to the issuance of a loan, the percent of
departing recipients who do not receive an exit interview, and the
percent of defauiters whose addresses are unknown. The direction of the
relationship between each of these varijables and the default rate is
sometimes in the expected direction but sometimes it is not. Holding
other factors constant, 2-year public schools have higher default rates
than the 4-year schools and 2-year private schoois have lower default
rates than the 4-year schools. The workload variable has the negative
effect we have come to expect but our suspicfon of a non-linear
relationship is confirmed; beyond some point more recipients per worker
raises the default rate. Surprisingly, prior counseiing only appears to
result in a lower default rate than counseling prior to and at the time
of the loan. Uﬁfortunately the information needed to clarify this
finding is not available. This would include information on the
‘frequency of prior counseling and the quality of that counseling. As
expected, the higher the percentage of departing borrowers not recziving
an exit interview, and the higher the percentage of defaulters whose
addresses are unknown, the higher the default rate fs likely to be.

Approximately 30 percent of the adjusted variance is explained by the
regression. The overall F-Statistic indicates that the explanatory power
of the overall regression is statistically significant at the one percent
level.

L1
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In order to improve the explanatory power of the regression, a secchd
analysis was performed after reducing the number of varijables to eight.
The six variables with significant beta coefficients arr ped. In
addition, two insignificant dummy variables representing 1s
counseling practices are retained. This is dune because one of the
counseling dummies is quite significant and is most readily interpreted
in the context of a cémp]ete specification of all counseling
possibilities. Even though only the statistically significant co: iseling
practice is of interest, its relationship with the default rate cannot be
properly isolated unless the other counseling practices are taken into
account. By retaining the other counseling durmies, their effects are
explicitly accounted for in the regression coefficients for the
counseling variables.

The results of Run 2 are also shown in Table 7.D. The adjusted
coefficient oF multiple determination (ﬁe) improved marginally and the
overall F-Statistic increased substantially. Thus, the goodness of fit
improved marginally, but the statistical significance of the explanatory
power of the regression improved substantially. No sign changes are
observed nor are there any sizable changes in the Beta Coefficients. In
addition, all variables which were formerly significant remained so at
the one percent level.

Student Vs. School Contributions to the Default Rate

In concluding this analysis of tha NDSL program and institutional

~ compliance with regulatory guidelines (and the corisequent impact on NDSL
default rates), it is appropriate that some attempt be made to identify
those factors which are controllable by the institutions, and which
appear to influence the NDSL default rate. OFf course, all loan
deliquency ultimately stems from the choice of the borrower not to repay
the 1oan (some for good reasons and some not), but many of these choices
can be forestalled o~ altered by actions taken by the school. Therefore,
if such actions of the schools car be identified, appropriate policies
can be developed to minimize the NDSL default rate.




Among the eight factors identified in Run 2 of Table 7.D, there are
some obviously institutionally-related actions which can alter the
default rate. One is an increased emphasis on prior counseling and the
quality of this counseling. Another is an increased awareness of the

importance of the exit interview and renewed efforts to ensure that more
scudents receive such an interview.

The selectivity category of the school is in many respects under the
long-run control of the institution through admission policies and the
quality of education supplied by the school. However, the institutional
policy and its impact on the default rate are remote, so that the most
appropriate interpretation here is that this variable is student-related
rather than school-related.

From the gross statistics, '* was clear that 2-year public schools
have higher average default rates as a class, and membership in this
category of schools has continued to be significantly associated with
higher NDSL defauit rates throughout the multivariates analysis. Some of
the impact may be institutionally related in that all of the non-profit
vocational-technical schools are inciuded in this category, and these
schools traditionally have lower "articulation” rates {i.e., fewer
students continue on to upper level education}. On the other hand, there
may be significant differences in the composition of the student bodies

and/or NDSL recipients of these schools which would tend to make the
impact on the NDSL defaul: rate student-based.

The previously conducted analysis of information provided by students
during the site visit survey attempted to identify systematic differences
in the characteristics of the undergraduate NDSL recipients between
2-year public schools and all other school types. The results of this

effort are summarized here.gf NDSL recipients in 2-year public schools

8/Final Report, Vol. I, pp. 10.+--10.47.




were found to be significantly older on average than recipients in the
other school types--including the 4-year schools. This may reflect the
influence of the vocational-technical schools on the summary statistics
- for in the 2-year public schools. Further, the NCSL recipients in 2-year
public schools have lower taxable incomes (representing earning power)
and higher nontaxable incomes, which largely compensate for the taxable
income difference while in school. The problem is that much of the
ncntaxable income is pot available following school when the Joan is to
be repaid. It was also observed that the 1iving expenses of 2-year
public school NDSL recipients are higher than in other schools and,
further, that such living expenses are a greater percentage nf the
student budgets in these schools. This is due either to the special
Tocation and nature of these schools or to the added family living
expenses to be expected of older students. The BEQG budget formula
penalizes students in schools associated with high living expenses and
low tuition and fees (e.g., 2-year public schools). They are peralized
because the allowed 1iving expenses are limited and tuition and fees are
not limited in the BEQG need calculation formula.Zf The half-cost
provision of the BEQOG regulations then, of course, amplifies the
problem. Finally, the difference logically could be made up by SEQG
funding, but the calculation of the need upon which the SEOG allocations
to the schools is based, favors high tuition schools and penalizes the
high 1iving cost schools and students. Also, it may be difficult to get
the SEOG aid to the student of 2-year public schools because of the SE0G
matching aid requirement. These schools do not have the institutional
and other aid resources that other institutional types have with which to
provide matching funds. Because of the inadequacy of grant aid (BEOG and
SE0G), students in 2-year public schools may have to resort to loans to a
greater extent than is warrented by their economic condition. In any
event, while the 2-year public schooi coefficient in Tabie 7.D.1 is not
entirely student-related, it is.also not school-related. Rather, it is
largely program-related..

Z/5ee Chapter 4 for a mare detailed discussion.




Considering all of the regression results, on balance, most of the
factors identified in this analysis are school-controiiable. That is,
the factors contributing to the high default rates for NDSLs are largely
attributed to actions of the schools. Considerable care must be
exercised with these findings, however, since, in spite of the high
lavels of statistical significance obtained, only about one third of the
variation in NDSL default rates has been explained. That is, the
analysis has reached clear conclusfons with respect to only about one
third of the problem. So, while some policy actions may be readily
evident, they can be expected to solve only part of the problem; and the
search of the causes of, and solutions to, the remaining part of the
probiem needs to continue.

E. SUMMARY

The National Direct Student Loan Program (NDSL) makes long-term, low
interest loans available to needy students. An important feature of the
NDSL program is its revolving capacity; as loan recipients repay loans,
the money is redeposited for use by new loan recipients.

Federal guidelines serve to promote the purpose of the program. They
are designed, in part, to minimize the impact of human error on the
operation and financial viability of the program. The guidelines cover a
broad range of activities from preloan counseling through potential legal
action for collection of delinquent accounts.

Partially due to the complexity of the program compliance with the
recommended and requirad procedures is less than complete. Compliance is
lowest in the area of counseling prior to and at the time of the issuance
of loans. Increases is rates of compliance are noted with regard to
de 1inquent account activities as well as exit interviews, although a
substantial number of lcan recipients leave school without such an
interview,

A topic of special concern is institutional "default rate." This
rate,.in effect, serves as a measure of success in loan collection
activities. The default rate is defined as the amount of NDSL funds

7.45 E?C?f}




current1y in default divided by the amount of NDSL funds currently in
repayment status. The results indicate that 2-year public schools have
the highest default rates, followed by proprietary, 2-year private and,
finally, 4-year public and private institutions. An attempt is made to
' explore the compliance--default relationship but the exploration is
partial because information on compliance is available for 1978-79 only,
while the default rate is cumulative; based on practices engaged
inthroughout the length of the institution's tenure as a participant in
the NDSL program. Despite this limitation, consistent relationships are
uncovered, Using a variety of statistical techniques, fncluding multiple
regression, it is found that the default rate is positively correlated
with 2-year public schools, possessing a low number of NDSL recipients
per financial afd office worker, failing to provide counseling prior to
the issuance cf loans, failing to provide exit interviews, and failing to
maintain accurate information on the current whereabouts of loan
racipients. These results and others reported in this thapter are
signficant and serve to identify factors that influence the NDSL default
rate and are under the control of institutions. MNonetheless,
considerable care must be exercised in viewing these findings because the
analysis succeeds in explaining only one third of the variations in NDSL
default rates. Perhaps the most point made most evident by this analysis
is that there is still a great need for further research using an
expanded data base.




APPENDICES

ERI

PAFullToxt Provided by ERIC




" APPENDIX A

MAJOR PROJECT DELIVERABLES
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MAJOR PROJECT DELIVERABLES

Stage I-anal Repért. Vo lume I Federal Management:gractfces

Stage I Final Report. Volume II:  Funding History and the ‘Over-
- o 211 Aghdavamanl - 0% Frogean
eRE RS S
Stage I Final Report. Volume [il:. _Regional Office Procedures
Stage I Final Report. Volume IV: 8E0G Simulation Study

Supporting Statement for the Request for OM8 Clearance and Data
Collectfon Instruments: Site Visit Study

Interviewer's Training Manual

Editor's Mapual

Supporting Statemant for thé Request for OM8 Clearance and Data
Coliection Instrument: Mail Survey of Institutions

Site Yisit Report

Data Processing and File Documentation Report for the Student
Survey

Sample Design, Yield, and 8ias Report for the Student Survey
Yield Report for the Institutional Mail Survey

Data Processing and File Documentation Report far the Mail Survev
of Institutions

?tgdy ff the Impact of the Middie Income Student Assistance Act
MISAA

Final Report. Volume It The Institutional Administration of
Student Financial Aid Programs

Final Report. Volume II: Who Gets Financial Assistance? How
Much and Why?

\
Summary Final Report
Guide to Selected Financial Aid Mznagement Practices

Final Report: MISAA Impact Analysis
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APPENDIX B

THE CURRENT FINANCIAL ATID PROGRAMS ADMINISTERED
BY THE U.S. OFFICE OF EDUCATION

As-discussed in Chapter 2, Congress has escab113hed w1ch1u the U. S.
Office of Education (USOE) a variety of student-aid programs €' remove
--che eéonomic barriers to attendance at postsecondary rnsc1cuc1ons for
persons from all classes of society who have. the ab111cy and des1re to -
benefit from such education. To accomplish this objecc1ve, the Federal
government offers three types of financial aid through five programs, all

of which are based solely on the student's financial condition 2nd are

without regard to race, sex, his/her scholastic ability, desired. course

of study, etc. These programs of financizl aid are divided into three
typess - ‘ )

(1) Loans: funds which a student borrows and revays aftar -
gradvation or termination; including,

a8} National Direct Student Loan (NDSL),

b} Federal Insured Student Loan (FISL) or State Insured
Student Loans (collectively kaown as the Guarantaed
Student Loan program);

Grants (or nonreturnable aid): funds which are gift assistance
and need not be repaid; including,

a) Basic Educational Opportunity Grant (BEOG),
b) Supplemental Educational Opportunity Grant (SE0G); and

(3) Work: a program in which the student may earn & portion of
his/her educational costs while attending school, namely, the
College Work-Study (CWS) program.

Programs of Federal student 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
and obligations——namely, the Supplemental Educational Opportunity Grant,
the Nacional Direct Student Loan, and the College Work-Study programs-—
have traditionally been called Campus Based'or Instictution Based to
signify chis greater involvement. They are different from the BEOG
program under which students apply directly to the Office of Education




for an entitlement which ecan then be carried to any school of their
choice. The amount of the grant is outside the control of the finanecial

aid offzcer. R N

a, The Basie Educational Opporcunzcy Crant Program (BEDG)I/

The BEOG program was authorized under Subpart 1 of Part A of Tzcle v
"of the Hzgher Educatzou Act of 1965, as amended by the Education
»AmendmenQQ of‘l972 and 1976. Its purpose is to provzde eligible scudepfs'
;ith & "foundation of financial aid to help defray che costs of
postsecondary educacion.”gf It is an entitlement program by which a
student has the legal right to receive & grant if all application and
eligibility requivements have been fulfilled.

The Basic Educational Opportunity Grant program is.the newest gf the
Federal student financial aid programs and is designed to provide a
"£loor" upon which other financial aid programs are built. Unlike the
National Direct Student Loan, College Work-Study, and Supplemental
Educational Opportunity Grant Programs, there is no institutional
allocation process. Rather, the institution receives the total amount
needed to fund all eligible students in attendance. Students may apply
either by completing a USOE Basic Grant application, or by indicating on
the ACT, CSS, State of Pennsylvania, or State of Yew Jersey student aid
forms their desire to have the data forwarded to the central processor in
Lowa City where a nationally uniform formula, approved annually by
Congress, is utilized. The result of this analysis is not subject to any
discretionary latitude on cthe part of the financial aid officer, who must
merely apply the result to a Payment Schedule based upon 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 less than eight months in length or ecrosses the award period (7/1
through 6/30). Funds are normally disbursed through the institution, but
a school may eleect to have USOE make payments directly to the student.

The material provided here has been extracted from the Finaneial Aid
Tool Kit, developed by Ms., Alice Diamond for the National Association

of Trade and Tachnical Schools.

Basic Grant Handbook, 1977-78, p. 1-1.




{See below, the Alternate Disbursement System (ADS).) The following is a
sumiary of the major program cha“acte?istics:

‘Type of Aids Nonrepayable gift asszstance applied for directly
through the Federal government.

Minimum ‘ahd Maxzmum. During academic year 1978-79, BEOG scheduled
awards ranged.from $200 to $1,600 {e.g., for the academic year -
*-1979-80 the maximim BEOG. sward was raised to $1,800). The range may
vary yearly depending.upon Congressional approval of funds. The
Basic Educational Opportumity Grant is awarded by award period
(July 1 through June 30th), rather than by the student's academic
program, as is the case in Campus9 Based programs. If a student's
academic year crosses the government's award period, it is necessary
to file two applications--one for the period covering the remainder
.in the first award period, and the next for the ensuing award period.

Cumulative Awards: WNormally, a student may receive BEOG for no more
than four academic years. The exception to this is in the case of -
courses which are dgsigned to extend for five years, or “here
remedial coursework necessitates one additional year. If the student
has been attending parttime, and thus receiving reduced benefits, his
perzod of entitlement will be proportionately extended S0 as to allow
a maximum of four (or five, if applicable) full "Scheduled Awards.”
The BEOG program 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 institution should check this
information to assure that no awards are made to students whose
eligibility has expired.

Institutional Eligibility: In order to participate in the BEOG
program, an institution must be certlfzed as eligible by the Division
of Eligibility apd Agency Evaluation in the U.S. Office of

Education. If the institution elects to disburse funds directly to
the student (as do most institutions), an "Agreement Covering
Institutional Participation in Programs of Student Financial
Assistance"” must be signed before funds will be authorized. In
contrast to the Campus Based programs, no time lag between
determination of institutional eligibility and student participation
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 BEOG authorization are not received until late in the year.

Program Eligibility: #Within an institution's course offerings,
certain programs may be desiznated as eligible, whereas others may be
declared ineligible. This relates to the length of the course and




whether a high school diploma oy recsgnized equivalent is required of
regular students. In addition to the program eligibility require-
ments outlined below for CWS, WDSL, and SEOG, to be elzgzble under

BEOG,. a program must lead to a degree or certificace in a racognized
‘occupation.

Schdent Eligzbzlzcy' anally, student eligibility must be
ﬁecermined. In order to rgcezve a. BEOG2 a scudenc musis

l.. be aU.Ss. czczzen or naczonal of the United Scaces, or a-
- resident of the United Stafes: for other than temporary purposes,
- as _evidenced by an I-151 visa {permanent or resident alien card);

be enrolled in an 1ligible program in an eligible institution;

be enroilled at least half time (12 clock hours per week).
~Awards for students who are enrolled at iesast half time, but
~ less than full time (24 clock hours), are proportionately
reduced under this program;

be making satisfactory brogreds in his/ﬁer course of study;

aot be inm default on a loan obtained for attendance at ‘the

institution or owe a refund on a grant received at the
instituction;

be an underkraduace. If a sctudent has received a bachelor's
degree from another institution, he/she is ineligible to recoive
a8 BEOG despice the fact that the current level of craining

rsued is at the underg:aduace level or that the previous
institution was ineligible;

7.  demonstrate financial need by means of the BEOG application.

Sctudent Application Process: The student obtains either a BEOG
application, the American College Testing application (Family
Financial Statement--~the FFS), the College Scholarship Service
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 Wew
Jersey and Pennsylvuuia have entered into contracts with the U.S.
Office of Education to transmit the data received to the USOE
processor for calculation. 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 eligibility to receive both Campus
Based aid and/or BEOG.

After the application is completed, the student submits it either to
the need analysis servicer being utilized (e.g., ACT or CSS), or to
BEOG in Iowa City if the regular BEQG application has been used.




The processiﬁg'cen:er, based upon a formula approved by Congress,
calculates the student's Eligibility Index and communicates this
directly to the student's home via 2 Student Eligibility Report (SER).

' The student Submits his/hér. SER to the institution he/she plans to’
attend where the scheduled award is calculated based- upon- the BEQOG
cost allowances for the school, the student's Eligibilicy Index, and
the Payment Schedule. Awards are further adjusted for less than
full-time attendance and for academic periods less. than fine months
in length. PR P T ;

The ingtitution requests from the DHEW Fedéral Financing Systems
(DFAFS), via the Monthly Cash Request Form, an amount of cash
sufficient to award first payments to those students starting classes
during the month, as well as for subsequent disbursements for those
gstudents now qualifying for a subsequent payment. )

The institution disburses the award t> the student either by check or
by credit to the student's account. In the latter case, a signed
receipt or schedule of anticipated disbursements must be obtzined
from the student. ,The student must also-sign an affidavit attescing
to the fact that Federal aid doliars which he/she receives will be
used for educational purposes. .

Validation of USOE Calected Sample: In addition to the routine
veview which was always encouraged for financial 2id officers with
respect 1o a4 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 gelected
primarily on the basis of criceria incicating 2 high probability of
questionable 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 recaive an
accompanying latter and Validation Form with the SER. All subsequent
application corrections made by the student during the yvear will also
be flagged. .

Award Disbursement: Payments must be made in equal amounts each
"semester, trimester, or quarter if the institution utilizes such
academic units. If the school 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 students snroliled at eligible
institutions which do not wish to disburse payments directly to
students.




Under the ADS system, a student completes Part A of a "second-staga"
application (OE Form 304) and then 3ubmits it to the institution for
certification. Copies of this completed form and the SER are then
mailed back to the BEOG processor. After processing, 8 Treasury
chack for the first payment will be mailed, along with instructions
for applying for subsequenc paymencs (via che Form. 304-1). -

"Application Deadlines: Applications for awards to cover.the 1978*?9
school year must have been received by the processor no later than -
March 15, 1979. This was 2lso the deadiine for veceipt of
Supplemental Forms. Corrections to prevxoualy processad applzcatlons

must have been received by May 5. The excepczon to this is in cases
selected for validation.

Institutional Reporting Requiremeuts: Two types of instictutional
reports ar: required under the BEQG program:

A. The Progress Reporé

A report suomittcd three times a year (November 13,

Yareh 15, and July 15) which assesses current expenditures
in order to determine if the institution's authocization
should be raised or lowerad.

The Student Validation Roster

An end-of-year report which reconciies fiscal accounts and
gives a per-student reporting of expenditures.

b, The Supplemental Educational Opportunity Grant (SEOG) Program

The Supplemental Educational Opportunity Grant program (SEOG) is the
current name for the Elucational Opportunity Grant program which .sas

authorized by Title IV, Part A, of the Higher Education Aet of 1965 (P.L.
89-329), as amended.

The purpose of the SEOG program is to provide supplemental grants to
assist qualified students who, for lack of financial means, would be

unable to obtain the bens.ts of . ‘stsecondary education without such a
grant.

Type of Aid: Nonrepayable girt assistance for the exceptionally
needy student.

Minimum and Maximum: SEOGs range from $200 vo $1,500 for an academic
year., 1If the period for which the award is being made {s less than 8
months or 900 clock hours, the applicable minimtm and maximum ure

B-6-17




proportionately reduced. 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 31,125,

Cumulative Awards: There is also a maximum cumulative SEOG award of
$4,000. ; Thus, if a student has received SEOG at another school, the
Lnsczcutzon must correspond with the ocher institution to learn cﬁe
exact amount of the prev1ous award.

institutional El1gzb111cy. In ovder to parc1c1pace in che SEOG
program, an institution must be certified as eligible by the Division
of Eligibilicy and Agency Evaluation of the U.S. Office of Education.

-

Program Eligibility: Within the scb s course offerings, certain
programs may be designated as eligibl- whereas others may be
declared ineligible. To be an eligib. program under SE0G, a course
wust be & months and 400 clock hours in length and, if a proprietary
school, must admit as regular students orly persons with a high
school diploma or recognized equivalency or, if a public or othar
nonprofit school, admit only students beyond the compulsory age of
school attendance who can benefit from a postsecondary program.

Student Eligibilicy: Finally, student eligibility must be
detevmined. In order to receive an SEQG, a student must:

1. be aU.S. citizen, a resident of the Trust Territories of the’
Pacific, or in the United States for other than temporary

purpeses, as evidenced by an 1-151 visa (permanenc or rasident
alien card);

be enrolled at least half time (12 clock hours per week). A
clock hour is defined as a 50- to 60-minute class, lecture,

recitation, faculty supervised laboratory, shop training, or
internship}

be making satisfactory progress toward a degree or certificate
and be in good standing according to institurional standards;

not be in dafault on 2 loan received for attendance at the
institution or owe a refund on a grant received at the school;

be of “exceptional®™ financial need. Exceptional financial need
is defined as having a family contribution of less rhan one~half
of che total costs associated with attendance at the institution.




Example:

tuition and fees $2,000
books and supplies . 175
" personal expenses .- = . 450
transportation =~ - O 250.
. réom and board - © - 1,600 |
“a. T s L. 84,475

) b famzly contr1but1on .'- $2,000

Result: Student is eligible since fam11y contr1but10n (b}

is less than one~half student budget (a).

be unable to pursue the course o€ study were it not for the
SEOG. Because of the vagueness of thzs regulation, USOE has
counseled institutions to take a common-sense approach. It is
not expected that 2 student would be required to borrow the
maxioum allowable or to work an unreasonable number of hours per
week. Rather, it is expected that attempts will be made to
provide scme "self-help” (loan or work) in each student’s
package unless documentable justificatioms exist as to why this
should not be done.

be an undergraduatee-~whereas che traznzng at.the institution-1is
always considered to be undergraduate in nature, it must be
remembered that no student who has already earned a bachelor's
degree may receive an SEOG. Therefore, if a student has
received a bachelor's degree at another institution, he may NOT

revzive an SEOG by virtue of the fact that he is once again an
undergraduate. 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 wmid-October for
funds beginning in July of the following year.

In order to receive funds, an institution must be declared
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 diploma or
recognized equivalency, completion of OE Form 1059, and the
signing of HEW Form 441, civil rights complianze.




Eor the Studegg: The student applies directly through the
institution for such funds. An analysis of the student's

financial need and the submission of various other Eorms are
required. - A

§EOG'“Matchin§': In determining the amount ‘of SEOG to be awﬁ%ded,__
the aid officer must bear in mind that a student receiving SEOG must

also receive 2n equal amount of some other source or combznatzon of
sources of eligible azd funds. - EE -

The Eollouzng are eligible sources of SEOG "matchzng Eunds":

College Work-Study
National Direct Student Loan

Basic Educational Opportunity Grant

-

Federally Insured Loan--ONLY IF.A4 SCHOOL IS A DIRECT LENDER

Institutional employment

Qutside scholarships from a private organization
State scholarships or grants

For other types of aid (i.e., grants not from a private
organization or the state, and loan and work from any

source) o only if the institution selects the recipient and’
determines the amount of the award.

Award Disbursement: 4n SEOG must be disbursed at least twice during
a student's jcademic vear. 1f the institution utilizes quarters or
semesters, it must disburse funds according to these divisions. 1If,
on the other hand, it has no suchk academic terms, it is required to
reserve at least half of the grant amount until the midpoint. WNo
funds should be disbursed until the student actually starts classes.
The SEOG may be disbursed 1) as a credit to  he student's account, 2)
by a check to the student which is then endorsed over to tha
institution for institutional charges, or 3) by a check to the
student for living costs. If the award is disbursed as a credit to
the student’s account, a signed receipt by the student rust evidence
this disbursement. .

In the SEOG program, a distinction is made between students who have
previously tveceived SE0G, and those for whom this is the first
academic year of their award. The first~year award is called an

i~ itial year (IY) award, with subsequent awards deemed continuing
year (CY) funds. 1In othar words, a student should not teceive CY
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funds until a full academic year has been completed and a new

application, avaluation of need, and other documents have veen
collected.

Traﬁsfer Between SEOG and CWS: 4An institution is permitted to.

. transfer up to 10 percenc of ics hzghesc allocatzon between these two
‘programs. ) . - .

- “ . - - -

Reporting Requirements: ~In addition to.the annual application for-
‘funds (che Tripare Applicatzon), the institution must file a final
fiscal veport on program activities. This report is normezlly due
_Augusc 15ch for the year ending ‘June 30th.

The College Work-Study Program

_The College Work=-Study (CWS) Program was authorized by Title IV, Part

" - C, of che Higher Education Act of 19635 (p.L. 89-329), as amended. , The

purpose of the CWS program is to extend part-time employment opportu~
_nities to students who are’in need of thé earnings from such employment

" in order to pursue courses of study at institutions of higher education.
By subszdzzzng the part-time employmenc of needy students, che program is
intended to promote-the equality of educational opportunity at the

postsecondary level.

Under- the College Work-Study program, funds are provided to eligible

institutions to create job opportunities for *their students who are in
need of such earnings -in order to attend & postsecondary school. In
profit-making, 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 institutions. It must
also be noted that proprietary schools may not hire students in noﬁprofic
organizations which are owned or controlled by the school, or by the
corporation, assqﬁiacion; partnership or individual.which owns or
controls the proprietary institution. The only exception to the )
prohibition against "on-campus* ‘employment would be vocational schools
which are incorqorated ar private, aounprofit institutions and are so
recognized by the Internal Revenue Servize. If the institution is

incorporated as a nonprofit entity, it may employ students at the scnool.




Tﬁe-inscicuticanis responsible for all phases of program

adeinistration ihcluding selection of recipients, determination of the
award, job development, Job placement, supervision, and maintenance of

. records: Under the CWS program, che Federal share of compensaczon is
limice&'co 80 percenc of the gross eatnzngs. The agency must contribute .
ac laasc 20 percenc plus the employer 3 share of applzcable taxes.

- zge of Azd' Federally subszdzzed work opportunzczes for needy

: scudencs who elecc to earn a porczon of their educaczonal expenses.
Vznlmum and Haxxmum: There is no minimum or maximum award, except
that the student's need, as determined by an approved needs analysis
system, may not be exceeded. Students 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 m2y be paid subminimum wages if the employer is eligible for
an exemption from the minimum wage statutes.

Generally, a student may not work moré than an average of 20 hours
per week while classes .are in session, averaged over t.e entire
enrollment period. As many as 40 hours per week may be worked during
vacation periods or at other times when classes are not in session.
However, an institution may permit a student to average more than 20
hours per week (but never more %Gan 40 hours in a given week) if the
institution determines that the student's need is so great that it
cannot be met from the earnings of lower per-week hours. In this
case documentation should be on file in the student's folder.

Institutional Eligibility: 1In order to participate in the CWS
program, an institution must be certified as eligible by the Division
of Eligibilicy and Agency Evaluation of the U.S. Office of Education.

Program Eligibility: Within the school’s course offerings, certain
programs may be designated as eligible, whereas others may be
declared ineligible. To be an eligible program under CWS, a course
must be 8ix months and 600 clock hours in length and must admit as
regular students only persons with a high school diploma or the
r~cognized equivalency.

Student Eligibility: Finally,'scudenc éligibilicy must be
determined. In order to receive College Work-Study, a student nust:

1 be a U.S. citizen, a resident of cthe Trust Territories of the
Pacific, or in the U.S. for other than temporary purposes, as
evidenced by an 1-151 visa (permanent or resident alien card).




be enrolled at lesast hal’f cime {a minimum of six credit hours

for college s _uodents, or 12 clock hours per week for vocational
_students). A clock hour is defined as a 50~ to 60-minute class,

lecture, recitation, faculty-supervised laboratory, shop

training, or internship. If the school is a 2~year institution

with & summer break, the student may continue his CWS.employment

durzng chis vacation period alchough he, is- not accually enrolled.

_ be makzng measurable progress towards & degree or certzfzcate,'
and be in good standing according to Lnscztuczonal scandards. '

have financial need as decermzned by a recognzzed needs analysis
system. -

Method of. Application:

For the Institution: The institution applies for these funds
-ammually for all of its eligible studencs, by means of the
Tripart Application. The Tripart.is normally dué in wid-Octobar
for funds beginning in July of the following year. In order to
tceive funds, an institution must be declared eligible by the
USOE Division of Elizibility and Agency Evaluation by January

. 3lst of the year in which it will be receiving funds.
Requirements for eligibility include national acereditation 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.

2. For the Student: The scudenc applies directly chrough the
institution for such funds. Analysis of the student’s financial

need and the submission of various other forms are required.

Award Disbursement: Federal regulatious require that students must
be paid at least monthly. However, most institutions find that
biweekly disbursements are preferable in meeting students' needs. It
is not acceptable to directly credit any of the Federal portiom of
the paycheck to a student's tuition account. Rather, if the student
has outstanding institutional charges, the institution must ask the
student 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 whether the agency or the
school is officially the employer, the school retains the
responsibility for seeing that meaningful worlk is being performed.
Occasional visits to the job site will provide documentation of this.

- . [
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Job Locaclon and Developuent Prog The Higher Sducation
Amendments of 1976 provided for a speclal program by which the
‘institution could ugse 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 finding eligible Work-Scudy posicions, but
rather can be used 35 well for locaczng Jobs 1n che pr1vace sector -
for needy or. nonneedy scudencs. i' o .

Summer Co{lggg‘ﬂbrk—Scud : If the institution’is a 2-ye¢r program

with a sum ¢ break, scudencs may be employedAdurzng that vacation a3 -
~ long as they Have filed a scacement saylng they intend to, reenroll. in-
: _che £all. If, at any cime after signing such-a statement, evidence

is found that a student does not intend to reenrsll, he/she must be

terminated from his job immediately.

Students working during a summer period in which'chey are not .
enrolled must save the majority. of their earnings for the next .
academic year. Current regulations require that after required taxes
are deducted, "z student's additional expensés may not exceed $300 or
20 percent of gross wages, whichever is less. Rare, well~documentéd.
exceptions can be made to increase these "costs" -incident to
employment to $600 qr 40 percent of gross wages, whichever is less.

Reporting Requirements: In addition to the ammual application for
funds (che Tripart), the institution must file & final fiscal report
on program activities. This report is normally due Lugust 15th for
the year ending June 30ch.

Transfer Between SEOG and CWS: An institution is permitted to

transfer up to 10 percent of ics highest allocation between these two
programs.

National Direct Student Loan

The National Direct Student Loan program (NDSL) (previously known as
the National Defense Student Loan program) was established under‘Title b4
of the National Defense Education Act (NDEA) of 1958 (p.L. 85-864), as
amended. The Education Amendments of 1972 (p.L. 92-328) transferred the
program from the NDEA to Parc E of Title IV of .the Higher'ﬁducacién-Acc
of 1965. The purpose of NDSL is_to provide a loan fund at institutions
of higher education for the purpose of making long-term, 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.




Ninety percent of new capitai is provided by the Federal govarmment
with the remaining 10 percent being contributed by the institution. As
with the other Tripart programs, the full-administration of the program,

including loan collection, is'the respdﬁsibilitf of Ehe institution.

-

An 1nportant element: of the NDSL program is its revolvzng natures
That is, as students- repag loan obliggtions, these funds are redeposzted
in the account for use by future enrollees.: The revolving nature’ of the
fund also makes it posszble for the’ institution ‘to carry over funds
across fiscal years as long as the Federal funds are drawn down and
matched prior to Junme 30th of the year in which they are authorized.

Type of aid: Long-term, lov-interest loan ' gepaid at not less :

than $30 per month, beginning nine months . _.er graduation or

termination cf at least half time study. Annual interest is three
percent of the unpaid balance once payment begins.

Minimum and Maximum: There is no minimum loan. The maximum total
loan for students who have not yet completed two academic years of
postsecondary education {s-$2,500.

Institutional Ellglblllty= In order to participate in the NDSL
program, an institution must he certified as eligible by the Division
of Eligibility and Agency Evaluation of the U.S. Office of Education.

Program Eligibility: Within the school's course offerings, certain
programs may be designated as eligible, whereas others may be
declared ineligible. To be- an eligible program under WDSL, a course
must be 6 months and 600 clock hours in length and sust, if a
proprietary school, admit as r2gular students only persons with a
high school diploma or recognized equivalency 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'EliEiPili:x: Lastly, student eligibility must be
determined. In order to receive an NDSL, a student must:

i. be a U.S. :itizen, 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 clock
~hour is defined as a 50— to 60-minute class, lecture,
recitation, faculty-supervised ‘laboratory, shop training or
internship.

r -



be making satisfactory progress toward a degree or certificate
and be in good standing according to institutional standards.

not be in default on a loan received {GSL or FISL) €or. .
attendance at that institution and not owe a refund on a Federal
granc received at chac school. :

+ L3

_have f1nanc1a1 need as decerm1ned by a recogn1zed need analysis
system. :

"o
-

indicace a willingness Co'rebﬁy the loan. Regulacofy iaﬁguage'
now prohibits the making of a loan to .any student who indicates
an unwillingness to repay. Delinquency on a prior loan, or a

past history of poor debt payment, may be taken as evidence of
unwillingness to repay.

Method of Application

1.

_ For the Institution: The institution applies for these funds

annually, for all of its eligible students by means of the

Tripart Application. The Tripart is normally due in mid-Qctober ~ -

for funds beginning in July of the following year.

In order to receive funds, an instituticn must be declared
eligible by the USOE Division of Eligibilicty 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 equivalent, course length of at least & months and
600 clock hours, completion of QE Form 1059, and the signing of
HEW Form 441, civil rights compliance. In addition, (1) the
institution must match Federally received funds with a *
contribution equal to at least one-ninth of the Federal dollars;
{2) che insticution is responsible for collection of the loans;
and (3) collected dollars are reloaned to other students
(without tae requirement of additional matching).

For the Student: The student applies directly through the
institution for such funds. An analysis of the student's
financial need, a promissory note as evidence of the
indebtedness, and the submission of various ocher forms are
required.

NDSL Billing and Collection: Unlike other forms of student

assistance, the administration of NDSL is far from completed when the
money is disbursed to the student. In fact, the institution's
responsibilities have just begun a: that juncture. WNational Direct
Student Loans are made without security, to students who are
generally unemployed, without assets, extremely mobile, and usually




without a tested credit rating. Thus, if the collection program is
to be successful, institutions must often put forcth efforts greater
than those utilized in the collection of conventional loans. Good
collection practice begins at the time Cthe loan is made. It is now
‘required by regulation that in addition to the "exit interview"
nacessary before a student leaves school, an entrance or initial
interview must be held. This session, conducted by_rhe financial aid

- officer at the time the firsc payment of the loan is dlsbursed,-
should at’a minimum:

1. f‘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 same information at graduation when the purpose of
such data collect1on is more evident.

Inpress upon the student that this portion of his/her aid is a
-lpan_and must be repaid.

Allow the borrower to raise questions about procedures and terams
of the NDSL. Care should be taken to inform the student both of
his/her obligation and his/her privileges.

An exit interview must be conducted for each borrower before leaving
school. By regulation, the institution must employ all maans -at its
disposal to assure the student's attendance at such interviews., Like
the entrance interview, the exit interview is both a give and take
procedure. Information 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:

the 8race period

terms of payment-repayment schedule

billing procedures {will it be from the institution or from a
contractec billing service?)

interest, late Fharges
5. cancellation and deferment procedures
6. acceleration without penalty provision
7. notification of address change
A wri;ten record of the Exit Interview and a signed repayment
schedule must be retained for program locumentation purposes.

At the school's discretion these interviews may be conducted
on an individual or group basis.

B-16 25"




APPENDIX C

STRATIFICATION OF INSTITUTIONS FOR THE SITE VISIT
SURVEY AND THE INSTITUTIONAL MAIL SURVEY




APPENCIX C

.. STRATIFICATION OF INSTITUTIONS FOR THE SITE VISIT
.~ " SURVEY ANO THE INSTITUTIONAL MAIL SURVEY

*" The stratification of institutions jnvolves the use of the following ...
variables: L R o T ' : ‘~'
Lavel - Universitieé_gnd 4;year séhools, 2-year or leSS'schoois;
Control - Pubiic, Private Noh-Profit,.Proprietarj; -
Sfze - categories of total full-time and part-time enroliment;
Pérticipation - 8E0G-only,. 8E0G and Campus-8ased;

Selectivity - Selective, Not Selective;

Cost - categories of total tuition and fees.

1t is believed that these define subclasses which are both relevant from-
an analytical perspective and homogenous (f.e., minimum variance) with
respect to the parameters of interest.

Oetafled technical discussions of the systems of stratification and
sample selection are found in Supporting Statement for the Request for
OM8 Clearance -and Qata -Collection-Instruments; Study of Program
Management Procedures In the Campus-Based and Basic grant Programs,
August Ji, 19/8, prepared tor the Uftice of tducation under Lontract
Number OE 300-77-0498.

The following exhibit presents the final stratificatfon of
postsecondary institutions. Also shown are the popuiation sizes and the
number of respondents in every stratum.




STRATIFICATION OF INSTITUTIONS

Key: P = Population size
R:-= Number of Residents . -~
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4 -Year
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PROPRIETARY © = 1,991

R =116

TYPE

FEDERAL PROGRAMS

8EAUTY

BEQG Only .-
P = 764
R.= 2B

i CémpUS'Based
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R = 17

BUSINESS

P 400
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BEQOG Only
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R = 24
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APPENDIX D

__CAsE WEISHTS FOR THE INSTITUTIONAL
MAIL SURVEY DATA FILE

“The unit of analysis for this study is *he institution type. The
analysis consists of describing types and testing for significant
differences between types. This Appendix describes case weights which
- are appropriate to- this level of analysis. One weight has been
calculated so that universe estimates are possibie. However, the user
should exercise caution because the sampling design was developed
primarily to facilitate statistical significarce testing; the study was
not designed to produce yniversa estimates.

- TYPE WEIGHT

This weight imposes the universe distribution of strata within
institution types while retaining the unweighted sample sizes for each
fnstitution type. The latter feature is important since sample sizes
affect ‘the relfability of statistical tests for differences between
institution types. The same TYPE WEIGHT s appiied to every institutica
in a given stratum.

TYPE WEIGHT is defined as:

w(T) = P(S; X R(I)

Where: w(T) = TYPE WEIGHT
P(S) = Populatfon of Stratum
R(S} = Respondents in Stratum
R(I) = Respondents of Institution Type I
P(I) = Population of Institution Type I

ALL WEIGHT

This weight udjusts for the fact that some types of institutions were
deliberately over or under sampled. The adjustment is required when
making estimates of parameters for the universe of all postsecondary
educational ins%:cutions. This weight imposes the distribution of
institution types found in the universe while retaining the total sample
size. The same ALL WEIGHT is applied to every institution in a given
ctratum.




ALL WEIGHT is derineo as:

Where: w(A) = ALL WEIGHT
' P(S) =. Population of Stratum
- R{5} Respondents in Stratum )
R Total number of Respondents (756)

Total number of postsecondary institutions in the
universe (5,025)

P




