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[ENHANCED LIFETIME LEARNING OPPORTUNITIES]:
PROVIDING TAX DEDUCTIONS TO MAKE HIGHER EDUCATION MORE AFFORDABLE
January 20, 2000

(]
lnvesting%illion in [Enhanced Lifetime Learning Opportunities]. Since 1993 the President
has taken numerous steps to make college more affordable and accessible, including direct student
loans, Pell Grant increases, the Hope Scholarship, and the Lifetime Learning tax credit. But tuition
costs continue to rise rapidly and many students and their families are still struggling to make ends
meet. That is why today the President will propose the [Enhanced Lifetime Learning Opportunities]
that will, when fully phased in, provide up to $2,800 in tax relief for students or their families. The
President’s proposal would cost $29.8 billion over 10 years.

How Enhanced Lifetime Learning Opportunities Works. The President’s proposal would help
make college, graduate school, and job courses more affordable for an estimated [[5]] million families.
The proposal would provide up to $2,800 in tax relief per family — an average savings of [[$500]]
relative to existing tax credits.

e Making College and Higher Education Tuition Deductible. The President’s proposal would give
families the option of taking a tax deduction for tuition and fees to pay for college and other higher
education. The proposal would cover up to $5,000 of educational expenses in 2001 and 2002 and
rise to $10,000 of educational expenses from 2003 forward. When fully phased in, this proposal
would provide up to $2,800 in tax relief to help someone pay for college.

o Alternatively, Providing a 28 Percent Tax Credit for Tuition. Alternatively, families would have
the option of taking a 28 percent tax credit on their educational expenses. The credit would ensure
that all families are eligible for up to $2,800 in tax relief to help pay for college.

o The [Enhanced Lifetime Learning Opportunities] Would Cover College, Graduate Work, or Job
Skills. Students or families could use the Enhanced Lifetime Learning Opportunities to help pay
for college, graduate work, or courses taken to enhance job skills. There is no limit to the number
of years that a taxpayer could take this credit, although when fully phased in it is limited to $10,000
in educational expenses per family. A family could choose between the Hope Scholarship or the
Enhanced Lifetime Learning Opportunities, but could not take both. The Enhanced Lifetime
Learning Opportunities would phase out for individuals with incomes between $50,000 and
$60,000 and married filers with incomes between $100,000 and $120,000.

What the Enhanced Lifetime Learning Opportunities Would Mean for Typical Families

e A Family Sends a Child to College. A family with an income of $65,000 sends a child to a four-year,
private college. The tuition costs the family $11,000 after financial aid. The Enhanced Lifetime
Learning Opportunities would provide a tax break of $2,800 to offset the cost of tuition. (This
example is based on the fully phased in proposal.)

e An Automobile Mechanic Takes Night Classes in Computers at a Local Technical College. He or
she will pay tuition of $1,200. The Enhanced Lifetime Learning Opportunities would provide a tax
break of $336 to offset the cost of tuition.

¢ A Homemaker Joins a Graduate Teacher Training Program. After being out of college for 20
years, 4 homemaker enters a graduate teacher training program with tuition of $4,000. The
Enhanced Lifetime Learning Opportunities tax credit would provide a tax break of $1,120 to offset
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the cost of tuition.

The President’s New Proposal Builds On His Previous Steps to Make College More Affordable.
Since 1993, President Clinton has been dedicated to expanding access to education and training beyond
high school. New and expanded programs provide over $50 billion in student aid annually — compared
to $22 billion when he took office — and an additional estimated $6.5 billion is available through two
tax credits.

¢ Hope Scholarship and Lifetime Learning Tax Credit. In 1997, the President signed the Hope
Scholarship and Lifetime Learning Tax Credit into law. In 1999, these two measures provided an
estimated $6.5 billion in tax relief for up to 13 million eligible families.
¢ Hope Scholarship. The Hope Scholarship is part of the President’s goal to make the first
two years of college as universal as high school. It provides a tax credit worth up to $1,500
per student against educational expenses for the first 2 years of college. (The credit
provides a tax break of 100 percent of the first $1,000 of tuition and 50 percent of the next
$1,000.)
o Lifetime Learning Tax Credit. The President’s proposed [Enhanced Lifetime Learning
Opportunities] would be a major expansion of his Lifetime Learning tax credit. Under
current law, the Lifetime Learning tax credit provides a 20 percent credit on educational
expenses for college, graduate work, or job skills. The credit covers up to $5,000 of
expenses per family through 2002 and then up to $10,000 thereafter.

o More Affordable Student Loans. The President’s Direct Lending Program and improvements o the

student loan program have saved students and estimated $8.7 billion on loans over the last five

years while taxpayers have saved over $5 billion through managerial improvements.
e $8.7 Billion in Savings for Students. Students who borrowed student loans since 1993
will save $100 annually for each $10,000 in outstanding loans — and a total of $5 billion —
due to a lower interest rate formula. This proposal has saved students $5 billion over the
last five years. Also, in 1993, the Administration reduced loan origination fees, saving
students nearly $3.7 billion to date. In 1999, in recognition of widespread discounts
available on guaranteed student loans, the Administration reduced direct loan fees even
further.
e More Repayment Options. Since 1993, borrowers have more flexibility in managing their
student loan debt. The income-contingent repayment plan allows direct loan borrowers to
repay their loans based upon their income; after 25 years, any remaining loan balance is
discharged.
e Creating the Direct Loan program. Under the Direct Loan program, students receive
loans directly from the Education Department rather than through government-guaranteed
lenders. Because the Direct Loan program is substantially less expensive for taxpayers than
the guaranteed loan program, taxpayers have saved over $4 billion over the past five years.
The program has pioneered the use of new technology, streamlined loan processing and
disbursement, and improved customer service in both programs through competition.
e Strengthening the Guaranteed Loan Program. Federal subsidies for banks and guaranty
agencies have been pared down, saving taxpayers $1.6 billion over the past five years.
¢ Reducing Loan Defaults. The national cohort default rate has been reduced from 22.4

| percent five years ago to a record-low 8.8 percent. At the same time, collections on

-



DRAFT

defaulted loans have more than doubled, from $1 billion in fiscal 1993 to $2.2 billion in fiscal
1998.

e Expanded Student Aid Opportunities.
e Larger Pell Grant Awards For Needy Students. When President Clinton took office in
1993, the Pell Grant maximum award was $2,300, the same as it was in 1989. The
maximum award has since increased by 43 percent to $3,300 in 2001. The FY 2001 budget
proposes increase in the maximum to $3,500, a 56 percent increase over the 1993 level. In
1995, the maximum Pell Grant paid for 86 percent of tuition and fees at a four-year public
school; today, it pays for 92 percent.
¢ Early Intervention to Help Low-income Students Succeed in College. Based on an
Administration proposal, the new GEAR UP program funds partnerships between colleges
and high-poverty middle schools. The FY2001 budget proposes $325 million to fund
mentoring, tutoring, and college scholarships to an estimated 1.4 million low-income
students.
e More Work-study Opportunities. Spending for Federal Work-Study increased by 41
percent from 1993 to 2000. The President has requested a $77 million increase in fiscal
2001 to allow one million students to work their way through college.
e AmeriCorps education awards. Since 1994, over 150,000 AmeriCorps volunteers have
earned up to $4,725 for college while serving local communities.

Under President Clinton, College Enrollment Has Risen. But Rising Tuition Costs Continue To
Present a Challenge.

e [Factoids on enrollment increase since 1993 are to come.]

¢ The Cost of Tuition Continues to Rise. For the last two decades, the cost of tuition and fees for
college have risen considerably faster than the rate of inflation. Between 1979-80 and 1999-2000,
the average tuition and fees for private four year colleges have risen 123 percent to $15,380 — even
after adjusting for inflation. For public four year colleges, inflation-adjusted fees rose 112 percent
to $3,356 in 1999-2000. [Source: The College Board. Trends in College Pricing 1999.]
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COLLEGE AFFORDABILITY EVENT

Date: Thursday, January 20, 2000
Time: 12:00 - 1:00 p.m.

Location: OEOB, Room 450

From: Ann O’Leary

L. PURPOSE

To join the President in announcing the College Affordability Tax Credit, a $30 billion new tax
initiative that will help over S million families a year be better able to afford college and lifelong
learning opportunities.

IL. BACKGROUND

Background: Under current law, individuals may claim a Lifetime Learning credit equal to 20
percent of qualified tuition and related expenses up to $5,000 incurred during the year for post-
secondary education for the taxpayer, the taxpayer’s spouse, or one or more dependents.
Beginning in 2003, up to $10,000 of qualified tuition and related expenses will be eligible for the
20-percent credit. The credit phases out for taxpayers filing joint returns with modified adjusted
gross income between $80,000 to $100,000, and 40,000 to $50,000 for single taxpayers. The
phase-out ranges will be adjusted for inflation occurring after 2000.

College Affordability Tax Credit: To further assist taxpayers in obtaining post-secondary
education throughout their lifetimes, the Administration proposes a new College Affordability
Tax Credit which would increase the Lifetime Learning credit rate to 28 percent. In addition,
the phase-out range for the credit would be increased to $100,000 to $120,000 for joint returns
and $50,000 to $60,000 for single taxpayers. To guarantee that all eligible taxpayers receive the
full value of this education assistance, taxpayers may elect to deduct qualified tuition and related
expenses instead of claiming the credit. This new tax credit is a $30 billion investment over 10
years that will benefit approximately 5 million families each year. When fully phased in, it will
offer an average tax relief of $500 per family and a maximum tax relief of $2800 per family.

Hill Action: On July 30, 1999, 53 Senators voted to support an amendment sponsored by
Senator Schumer (co-sponsored by Senator Snowe) to make higher education more affordable by
providing a full tax deduction for higher education expenses and a tax credit for student
education loans. This amendment would have allowed a deduction of up to $4000 in year 2003,
$8000 in 04, and $12000 in ’05 and would have phased out for joint filers at $105,000.

Schumer needed 60 votes under the Byrd rule so this amendment did not pass the Senate.




III.  PARTICIPANTS

Speaking Program
First Lady
Secretary Riley
Senator Schumer
REAL PERSON
President

Bio of REAL PERSON

Audience
The audience will include representatives of higher education associations, families who will
benefit from this proposal, and Members of Congress.

IV.  SEQUENCE OF EVENTS

- YOU will open by outlining the need for this proposal and introducing Secretary Riley

- Secretary Riley will highlight success of HOPE scholarships and the lifelong learning tax
credit and will introduce Senator Schumer

- Senator Schumer will thank the President for his leadership and will focus on the need for
a college education in the information economy and the rising costs of college, burden of
cost on middle class families

- Parent of students about to attend college -- Talk about financial strain and need for this
proposal, introduce POTUS

- The President will announce the College Affordability Tax Credit, will highlight his
legacy of improving college access and affordability, and will briefly touch on the overall
higher education budget with a focus on increases to close opportunity gap (i.e. Pell grant
increase, GEAR-UP, etc.)

V. PRESS PLAN

- Open press

VI.  REMARKS

- Talking Points Attached
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taxable year shall be reduced (but not below
zero) by the amount which bears the same
ratio to the credit so allowable as—

“(A) the excess (il any) of—

(i) the taxpayer's modified adjusted gross
income for such taxable year, over

(i) $70,000 ($110,000 in the case of a joint
return), bears to

“(B) $20,000.

“(2) MODIFIED ADJUSTED GROSS INCOMIZ, —
For purposes of paragraph (1), the term
‘modified adjusted gross income’ means the
adjusted gross income of the taxpayer for the
taxable ycar increased by any amount ex-
cluded from gross income under section 911,
931, or 933.

“(c) FIRST-TIMEE HOMEBUYER.—For purposcs
of this section—

(1) IN GENFRAL.—The cerm  Cfirst-time
homebuyer” means any individual if such in-
dividual (and il marricd. such individual's
spouse) had no present ownership interest in
a principal residence in cither an empower-
ment zone or an enterprise community dur-
ing the l-year period ending on the date of
the purchase of the principal residence to
which this section applics.

“(2) ONE-TIME ONLY.—If an individual is
treated as a first-time homebuyer with re-
spect to any principal residence, such indi-
vidual may not be treated as a first-time
homebuyer with respect to any other prin-
cipal residence.

"(3) PRINCIPAL RESIDENCE.—The term 'prin-
cipal residence’ has the same meaning as
when used in section 121,

“(d) CARRYOVER OF CREDIT.—If the credit
allowable under subsection (a) exceeds the
limitation imposed by scction 26(a) for such
taxable year reduced by the sum of the cred-
its allowable under subpart A of part 1V of
subchapter A (other than this section). such
excess shall be carried to the succeeding tax-
able year and added to the credit allowable
under subsection (a) for such taxable year,

“(e) SPECIAL RULES.—For purposes of this
section, rules similar to the rules of sub-
sections (e), (. (g), and (h) of section 1400C
shall apply.

(0} APPLICATION OF SECTION.—This section
shall apply to property purchascd after De-
cember 31, 1999, and before January 1, 2005

(b) CONFORMING AMENDMENTS, —

(I) Subsection (a) of section 1016 is amend-
ed by striking "and™ at the end of paragraph
(26), by striking the period at the end of
paragraph (27) and inserting ', and’’. and by
adding at the end thereof the following new
paragraph:

‘'(28) in the case ol a residence with respect
to which a credit was allowed under section
1397F. to the extent provided under such sce-
tion 1397F."

(2) The table of parts for subchapter U of
chapter 1 is amended by striking the last
item and inserting the following new items:
“Part V. First-time homebuyer credit.

“Part VI. Regulations.”

(3) The table of sections for part VI, as so
redesignated. is amended to read as follows:

“Scc. 1397G. Regulations.”
(¢) EFFECTIVE DATE.—The amendments

made by this scction shall apply to taxable
years beginning after Decemiber 31, 1999

SCHUMER (AND OTHERS)
AMENDMENT NO. 1416

(Ordercd to lie on the table.)

Mr. SCHUMER (for himsclf, Ms.
SNOWE, Mr. BAYI1, Mr. SMITH of Oregon,
Mr. WYDEN, and Mr. KoHlL) submitted
an amendment intended to be proposed
by them to the bill, S. 1429, supra; as
follows:

CONGRESSIONAL RECORD — SENATE

On page 32, strike lines 1 through 14, and
insert:

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tox-
able years beginning after December 31, 1999.

(b)  PERSONAL  EXEMPTIONS ALLOWED IN
COMPUTING MINIMUM TAX. —

(I) IN GENERAL.—Subparagraph (E) of scc-
tion 56(b)(1) is amended by striking ™, the de-
duction for personal exemptions under sec-
tion 1517,

(2) CONFORMING AMENDMENT.—The heading
to section 56(b)(1)(E) is amended by striking
""AND DEDUCTION FOR PERSONAL EXEMPTIONS' .

(3) EFFECTIVE DATE.—The amendments
made by this subscction shall apply to Lax-
able years beginning after December 31, 2005.
SEC. ___. DEDUCTION FOR HIGHER EDUCATION

EXPENSES.

(a) DEDUCTION ALLOWED.—Part VII of sub-
chapter B of chapter 1 of the Internal Rev-
cnue Code of 1986 (relating to additional
itemized  deductions  for individuals) s
amended by redesignating scction 222 as sce-
tion 223 and by inserting after scction 221 the
following:

“SEC. 222. HIGHER EDUCATION EXPENSES.

(@) ALLOWANCE OFF DEDUCTION. —

(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a deduction
an amount equal to the applicable dollar
amount of the qualified higher education ex-
penses paid by the taxpayer during the tax-
able ycar.

“(2) APPLICABLIE: DOLILAR AMOUNT.—

(i) AMOUNT.—The applicable dollar
amount. for any taxable yecar ycar shall be
determined as follows:

Applicable

“Taxable year: dollar amount:
2003 $4,000
2004 L L ... $8,000
2005 and thereafter $12,000.
“(h) LIMITATION BASED ON MODIFIED AD-

JUSTED CROSS INCOMLE. —

(1) IN CENERAL.—The amount which would
(but for this subscction) be taken into ac-
count under subscction (a) shall be reduced
(but not below zero) by the amount deter-
mined under paragraph (2).

"(2) AMOUNT OF REDUCTION.—The amount
determined under this paragraph cquals the
amount which bears the same ratio to the
amount which would be so taken into ac-
count as—

“(A) the excess of—

“(1) the taxpayer's modified adjusted gross
income for such taxable year, over

(i) $62,450 ($104,050 in the case of o joint
return, $89.150 in the case of a return filed by

a head of houschold, and $52.025 in the case of

a return by a married individual filing sepa-
rately), bears to

" (B) $15.000.

“(3) MODIFIED ADJUSTED CROSS INCOME.—
For purposes of this subscction, the term
‘modificd adjusted gross income’ means the
adjusted gross income of the taxpayer for the
taxable year determined—

"(A) without regard to this scction and
scections 911, 931, and 933, and

(B) after the application of sections 86,

135, 219, 220, and 469.
For purposes of the sections referred to in
subparagraph (B), adjusted gross income
shall be determined without regard to the
deduction allowed under this section.

“(c) QUALIFIED HIGHER EDUCATION EX-
PENSES. —For purposes ol this section—

(1) QUALIFIED  MIGHER EDUCATION  EX-
PENSLES. —
“(A) IN GENERAL —The term  ‘qualified

higher cducation expenses’ means tuition
and fees charged by an educational institu-
tion and required for the enrollment or at-
tendance of—

(i) the taxpayer,
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“'(ii) the taxpayer’s spouse,

“(iil) any dependent of the taxpayer with
respect to whom the taxpayer is allowed a
deduction under section 151, or

"(iv) any grandchild of the taxpayer,
as an cligible student at an institution of
higher education.

“(B) ELIGIRLE COURSES.—Amounts paid for
qualificd higher cducation expenses of any
individual shall be taken into account under
subsection (a) only to the extent such
expenses—

(i) arc attributable to courses of instruc-
tion for which credit is allowed toward a bac-
calaurcate degree by an institution of higher
education or toward a certificate of required
course work at a vocational school, and

“(i1) are not attributable to any graduate
program of such individual.

“(C) EXCEPFTION FOR NONACADEMIC FEES —
Such term does not include any student ac-
tivity fees, athletic fees, insurance expenses,
or other expenses unrelated to a student’s
academic course of instruction.

(D) ELICIBLE STUDENT.—For purposes of
subparagraph (A). the term ‘cligible student’
means a student who—

(i) mects the requirements of scction
484(a) (1) of the Higher Education Act of 1965
(20 U.S.C. 1091(a)(1)). as in effect on the date
ol the enactment of this section, and

(i) is carrying at least onc-half the nor-
mal full-time work load for the course of
study the student is pursuing, as determined
by the institution of higher education.

“(E) IDENTIFICATION REQUIREMENT.—No de-
duction shall be allowed under subsection (a)
to a taxpayer with respect to an cligible stu-
dent unless the taxpayer includes the name,
age, and taxpaycr identification number of
such cligible student on the return of tax for
the taxable year.

“(2) INSTITUTION OF HMIGHER EDUCATION.—
The term Cinstitution of higher education’
means an institution which—

"'(A) is described in section 481 of the High-
cer Education Act of 1965 (20 U.S.C. 1088). as in
clfect on the date of the enactment of this
section, and

"(B) is eligible to participate in programs
under title I'V of such Act.

“(d) SPECIAL RULES. —

(1) NO DOUBLE BENEFIT.—

“(A) IN GENERAL.—No deduction shall be
allowed under subsection (a) for any expense
for which a deduction is allowable to the tax-
payer under any other provision of this chap-
ter unless the taxpayer irrevocably waives
his right to the deduction of such expense
under such other provision.

" (B) DENIAL OF DEDUCTION IF CREDIT ELECT-
ED.—No deduction shall be allowed under
subsection (a) for a taxable year with respect
to the qualificd higher education expenses of
an individual if the taxpayer clects to have
section 25A apply with respect to such indi-
vidual for such year.

(C) DEPENDENTS.—No deduction shall be
allowed under subsection (a) to any indi-
vidual with respect to whom a deduction
under section 151 is allowable to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual's taxable
year begins.

(D) COORDINATION WITH LEXCLUSIONS.—A
deduction shall be allowed under subsccetion
(a) for qualified higher education expenses
only to the extent the amount of such ex-
penses exceeds the amount excludable under
section 135 or 530(d)(2) for the taxable year.

(2) LIMITATION ON TAXABLE YIEAR O DE-
DUCTION.—

“{A) IN CENERAL.—A deduction shall be al-
fowed under subsection (a) for qualitied high-
er education expenses for any taxable year
only to the extent such expenses are in con-
nection with enrollment at an institution of
higher education during the taxable year.
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Record Type: Record

To: Samir Afridi’lWHO/EOP @EOP, Ann O’'Leary/OPD/EOP @EOP

cc: Joanna E. Slaney/WHO/EQOP @ EOP, Mark D. Magana/WHO/EOP @EOP
Subject:  Info on Schumer/Snowe College Tuition Deductability

Sam, the Speechwriter/policy person for Sen. Schumer is Jim Kessler: 224-6542.

S.AMDT.1416
Amends: S.1429
Sponsor: Sen Schumer, Charles E. (submitted 7/29/1999) (proposed 7/30/1999)

AMENDMENT PURPOSE:
To amend the Internal Revenue Code of 1986 to make higher education more affordable by
providing a full tax deduction for higher education expenses and a tax credit for student education loans.

STATUS:

7/30/1999:
Proposed by Senator Schumer.
7/30/1999:
Point of order raised in Senate with respect to SP 1416.
7/30/1999:
Motion to waive the Budget Act with respect o SP 14106 rejected in Senate by
Yea-Nay Vote. 53-47. Record Vote No: 241.
7/30/1999:
SP 1416 ruled out of order by the chair,

COSPONSORS(5):

Sen Snowe, Olympia J. - 7/29/1999
Sen Bayh, Evan - 7/29/1999

Sen Smith, Gordon - 7/29/1999
Sen Wyden, Ron - 7/29/1999

Sen Kohl, Herb - 7/29/1999

***The following Members voted for the amendment (53):
Abraham (M)

Akaka (HI)

Baucus (MT)

Bayh (IN)

Biden (DE)

Bingaman (NM)

Boxer (CA)

Breaux (LA)



Bryan (NV)
Byrd (WV)
Cleland (GA)
Collins (ME)
Conrad (ND)
Daschle (§SD)
DeWine (OH)
Dodd (CT)
Dorgan (ND)
Durbin (IL)
Edwards (NC)
Feingold (W)
Feinstein (CA)
Fitzgerald (IL)
Graham (FL)
Harkin (IA)
Hollings (SC)
Inouye (HI)
Johnson (SD)
Kennedy (MA)
Kerrey (NE)
Kerry (MA)
Kohl (WI)
Landrieu (LA)
Lautenberg (NJ)
Leahy (VT)
Levin (MI)
Lieberman (CT)
Lincoln (AR)
Mikulski (MD)
Moynihan (NY)
Murray (WA)
Reed (RI)

Reid (NV)
Robb (VA)
Rockefeller (WV)
Santorum (PA)
Sarbanes (MD)
Schumer (NY)
Smith (OR)
Snowe (ME)
Specter (PA)
Torricelli (NJ)
Wellstone (MN)
Wyden (OR)



lof3

http://thomas.loc.gov/cgi-bin/query/D?r106:2: /temp/~r [06rBoFW Ve

THIS SEARCH THIS DOCUMENT THIS CR ISSUE GO TO

Next Hit Forward Next Document New CR Search
Prev Hit Back Prev Document HomePage

Hit List Best Sections Daily Digest Help

Doc Contents

SCHUMER (AND OTHERS) AMENDMENT NO. 1416 (Senate - July 29, 1999)

[Page: S9773) GPO’s PDF

(Ordered to lie on the table.)

Mr. SCHUMER (for himself, Ms. Snowe, Mr. Bayh, Mr. Smith of Oregon, Mr. Wyden, and Mr. Kohl)
submitted an amendment intended to be proposed by them to the bill, S. 1429, supra; as follows:
On page 32, strike lines 1 through 14, and insert:

(3) Effective date: The amendments made by this subsection shall apply to taxable years beginning after
December 31, 1999.

(b) Personal Exemptions Allowed in Computing Minimum Tax:

(1) In general: Subparagraph (E) of section 56(b)(1) is amended by striking *
exemptions under section 151,’.

, the deduction for personal
(2) Conforming amendment: The heading (o section 56(b)(1)(E) is amended by striking ‘and deduction
for personal exemptions’.

(3) Effective date: The amendments made by this subsection shall apply to taxable years beginning after
December 31, 2005.

SEC. XX. DEDUCTION FOR HIGHER EDUCATION EXPENSES.
(a) Deduction Allowed: Part VI of subchapter B of chapter | of the Internal Revenue Code of 1986
(relating to additional itemized deductions for individuals) is amended by redesignating section 222 as

section 223 and by inserting after section 221 the following:

‘SEC. 222. HIGHER EDUCATION EXPENSES.
‘(a) Allowance of Deduction:

‘(1) In general: In the case of an individual, there shall be allowed as a deduction an amount equal to the
applicable dollar amount of the qualified higher education expenses paid by the taxpayer during the taxable
year.

‘(2) Applicable dollar amount:

‘(i) Amount: The applicable dollar amount for any taxable year year shall be determined as follows:

Applicable

1719/2000 3:46 PM
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‘Taxable year:

dollar amount:
2003

$4,000
2004

$8,000
2005 AND THEREAFTER

$12,000.
‘(b) Limitation Based on Modified Adjusted Gross Income:

‘(1) In general: The amount which would (but for this subsection) be taken into account under subsection
(a) shall be reduced (but not below zero) by the amount determined under paragraph (2).

‘(2) Amount of reduction: The amount determined under this paragraph equals the amount which bears
the same ratio to the amount which would be so taken into account as--

‘(A) the excess of--
‘(1) the taxpayer’s modified adjusted gross income for such taxable year, over

‘(i) $62,450 ($104,050 in the case of a joint return, $89,150 in the case of a return filed by a head of
household, and $52,025 in the case of a return by a married individual filing separately), bears to

‘(B) $15,000.

‘(3) Modified adjusted gross income: For purposes of this subsection, the term ‘modified adjusted gross
income’ means the adjusted gross income of the taxpayer for the taxable year determined--

‘(A) without regard to this section and sections 911, 931, and 933, and

‘(B) after the application of sections 86, 135, 219, 220, and 469.

For purposes of the sections referred to in subparagraph (B), adjusted gross income shall be determined
without regard to the deduction allowed under this section.

‘(c) Qualified Higher Education Expenses: For purposes of this section--

‘(1) Qualified higher education expenses:

‘(A) In general: The term ‘qualified higher education expenses’ means tuition and fees charged by an
educational institution and required for the enrollment or attendance of--

‘(1) the taxpayer,

‘(i1) the taxpayer’s spouse,

171972000 3:46 PM
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‘(111) any dependent of the taxpayer with respect to whom the taxpayer is allowed a deduction under section

151, or
‘(iv) any grandchild of the taxpayer,

as an eligible student at an institution of higher education.

‘(B) Eligible courses: Amounts paid for qualified higher education expenses of any individual shall be
taken into account under subsection (a) only to the extent such expenses--
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Education Opportunity Tax Credit or Deduction

Background: Under current law, individuals may claim a Lifetime Learning credit equal to 20
percent of qualified tuition and related expenses up to $5,000 incurred during the year for post-
secondary education for the taxpayer, the taxpayer’s spouse, or one or more dependents.
Beginning in 2003, up to $10,000 of qualified tuition and related expenses will be eligible for the
20-percent credit. The credit phases out for taxpayers filing joint returns with modified adjusted
gross income between $80,000 to $100,000, and 40,000 to $50,000 for single taxpayers. The
phase-out ranges will be adjusted for inflation occurring after 2000.

Education Opportunity Tax Credit or Deduction: To further assist taxpayers in obtaining
post-secondary education throughout their lifetimes, the Administration proposes that the a new
Education Opportunity Tax Credit or Deduction which would increase the Lifetime Learning
credit rate to 28 percent. In addition, the phase-out range for the credit would be increased to
$100,000 to $120,000 for joint returns and $50,000 to $60,000 for single taxpayers. To
guarantee that all eligible taxpayers receive the full value of this education assistance, taxpayers
may elect to deduct qualified tuition and related expenses instead of claiming the credit. This
new tax credit is a $30 billion investment over 10 years that will benefit approximately 5 million
families each year. When fully phased in, it will offer an average tax relief of $500 per family
and a maximum tax relief of $2800 per family.
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Critical Investments to Address the Opportunity Gap The FY2001budget includes significant
increases in funding for student aid and other higher education programs targeted to closing the
Opportunity Gap.

NEW INITIATIVES

e College Completion Challenge Grants The FY2001 budget creates a new initiative within the TRIO
program called College Completion Challenge Grants (CCCG). The CCCG program is designed to
address the college drop out problem with a comprehensive approach including, pre-freshman summer
programs, support services and increased grant aid to students. This $35 million initiative will improve
the chances of success for nearly 18.000 students.

e Dual Degree Programs for Minority-Serving Institutions The FY 2001 Budget proposes a new
program to increase opportunities for students at minority-serving institutions. Students would receive
two degrees: one from a minority-serving institution, and one from a partner institution in a field in
which minorities are underrepresented. This new $40 million program will serve an estimated 2,500
students.

INCREASES IN EXISTING PROGRAMS The FY200! budget includes significant increases in
programs that prepare disadvantaged young people for college, provide valuable support services to
promote college access and retention, and provide much needed financial assistance.

e Pell Grants The Pell Grant program provides grants to economically disadvantaged young people to help
pay the cost of a postsecondary education. The maximum Pell Grant in FY2000 is $3,300. The
President’s FY2001 budget increases the maximum to $3,500, making a college education more
affordable for the nearly 4 million Pell Grant recipients.

e SEOG SEOG, the Federal Supplemental Educational Opportunity Grant program, provides campus-based
grant assistance to needy undergraduate students. Generally, this program supplements the aid

“students receive from other sources, and leverages institutional aid by at least one dollar for every
three federal dollars. The FY2001 budget provides a $60 million increase for SEOG. An estimated
1.203 million students (over 60,000 more than in 2000) will receive awards in 2001.

¢ GEAR UP GEAR UP is a nation-wide initiative to encourage more young people to have high
expectations, stay in school, study hard, and take the right courses to go to college. GEAR UP is
funded at $200 million in FY 2000, enough to provide services to over 750,000 students. The FY
2001 budget provides an increase to $325 million, enough to provide services to 1.4 mitlion students.

e TRIO The TRIO programs provide funding to higher education institutions and community service
agencies for projects that seek to motivate and prepare students for college. The FY 2001 budget,
increases TRIO funding by $80 million. This increase will help provide assistance to 750,000
students, 20,000 more than in 2000.

e  Work Study Work Study provides students the opportunity to work their way through college. The FY
2000 budget achieved the goal of giving one million students the opportunity to participate in Work
Study. The FY2001 budget includes an increase of $77 million to continue this commitment to serve
a million students.
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Since 1993, President Clinton has been dedicated to expanding access to education and training
beyond high school. New and expanded programs provide over $50 billion in student aid annually
— compared to $22 billion when he took office — and an additional $7 billion is available through
two college tax credits. Students have saved an estimated $8.7 billion on loans over the last five years
while taxpayers have saved over $5 billion through managerial improvements. And program
management has been strengthened and customer service has improved. In his 2001 budget request,
President Clinton will build upon these significant investments in American higher education.

MORE AFFORDABLE STUDENT LLOANS

$5 billion in interest savings for students. Students who borrowed student loans since 1993 will
save $100 annually for each $10,000 in outstanding loans — and a total of $5 billion — due to a
lower interest rate formula. Today’s formula is 1.55 percentage points lower than the 1993
formula during school and 0.95 percentage points lower during repayment. The Administration
also championed the lower maximum rate paid by students, reduced from 10 percent to 8.25
percent, to protect them against interest rate hikes.

$3.7 billion in loan fee savings. In 1993, the Administration reduced loan origination fees from a
maximum of 7 percent of principal to a maximum of 4 percent, saving students nearly $3.7 billion
to date. In 1999, in recognition of widespread discounts available on guaranteed student loans,
the Administration reduced direct loan fees to 3 percent.

More repayment options. Since 1993, borrowers have more flexibility in managing their student
loan debt. Repayment flexibility allows graduates to pursue jobs that pay lower salaries even
though they may require an expensive education. The income-contingent repayment plan allows
direct loan borrowers to repay their loans based upon their income; after 25 years, any remaining
loan balance is discharged.

EXPANDED STUDENT AID OPPORTUNITIES

Larger Pell Grant awards for needy students. When President Clinton took office in 1993, the
Pell Grant maximum award was $2.300, the same as it was when President Bush took office in
1989. The maximum award has since increased by 43 percent to $3,300 in 2001. The 2001
budget proposes increase in the maximum to $3,500, a 56% increase over the 1993 level. In
1995, the maximum Pell Grant paid for 86 percent of tuition and fees at a four-year public school;
today, it pays for 92 percent.

$7 billion in tax credits for higher education. In 1999, approximately 13 million American
taxpayers are eligible for the Hope and Lifetime Learning tax credits for postsecondary training
and education, totaling $7 billion in aid. In addition, the restored tax deduction for student loan
interest costs during the first five years of repayment — eliminated by the Reagan-Bush
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Administrations — will save borrowers $245 million.

Early intervention to help low-income students succeed in college. Based on an Administration
proposal, the new GEAR UP program funds partnerships between colleges and high-poverty
middle schools. This years proposed budget of $325 million would fund mentoring, tutoring, and
college scholarships to an estimated 1.4 million low-income students.

More work-study opportunities. Spending for Federal Work-Study increased by 41 percent from
1993 to 2000. The President has requested a $77 million increase in fiscal 2001 to allow one
million students to work their way through college.

AmeriCorps education awards. Since 1994, over 150,000 AmeriCorps volunteers have earned up
to $4,725 for college while serving local communities.

STRENGTHENED STUDENT AID PROGRAMS

Creating the Direct Loan program. Under the Direct Loan program, students receive loans directly
from the Education Department rather than through government-guaranteed lenders. Because the
Direct Loan program is substantially less expensive for taxpayers than the guaranteed loan

program, taxpayers have saved over $4 billion over the past five years. The program has

pioneered the use of new technology, streamlined loan processing and disbursement, and

improved customer service in both programs through competition.

Strengthening the guaranteed loan program. Federal subsidies for banks and guaranty agencies
have been pared down, saving taxpayers $1.6 billion over the past five years. Improved financial
management of the student loan programs helped the Department receive an unqualified opinion
from its auditors on its fiscal 1997 financial statement, its first since the Department was founded
in 1980. Further improvements were made for the FY 1998 audit, in which remaining student
loan-related cost issues were resolved.

Reducing loan defaults. The national cohort default rate has been reduced from 22.4 percent five
years ago to a record-low 8.8 percent. At the same time, collections on defaulted loans have more
than doubled, from $1 billion in fiscal 1993 to $2.2 billion in fiscal 1998.

Using technology to simplify aid. Students can now apply for student aid through the Department’s
web site and sign just one “master” promissory note for their loans, rather than submitting a new
note for each loan.

January 14, 2000
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Critical Investments to Address the Opportunity Gap The FY2001budget includes significant
increases in funding for student aid and other higher education programs targeted to closing the
Opportunity Gap.

NEW INITIATIVES

College Completion Challenge Grants The FY2001 budget creates a new initiative within the TR1O
program called College Completion Challenge Grants (CCCG). The CCCG program is designed to
address the college drop out problem with a comprehensive approach including, pre-freshman summer
programs, support services and increased grant aid to students. This $35 million initiative will improve
the chances of success for nearly 18,000 students.

Dual Degree Programs for Minority-Serving Institutions The FY 2001 Budget proposes a new
program to increase opportunities for students at minority-serving institutions. Students would receive
two degrees: one from a minority-serving institution, and one from a partner institution in a field in
which minorities are underrepresented. This new $40 million program will serve an estimated 2,500
students.

INCREASES IN EXISTING PROGRAMS The FY2001 budget includes significant increases in
programs that prepare disadvantaged young people for college, provide valuable support services to
promote college access and retention, and provide much needed financial assistance.

Pell Grants The Pell Grant program provides grants to economically disadvantaged young people to help
pay the cost of a postsecondary education. The maximum Pell Grant in FY2000 is $3,300. The
President’s FY2001 budget increases the maximum to $3,500, making a college education more
affordable for the nearly 4 million Pell Grant recipients.

SEOG SEOG, the Federal Supplemental Educational Opportunity Grant program, provides campus-based
grant assistance to needy undergraduate students. Generally, this program supplements the aid

students receive from other sources, and leverages institutional aid by at least one dollar for every

three federal dollars. The FY2001 budget provides a $60 million increase for SEOG. An estimated
1.283 million students (over 60,000 more than in 2000) will receive awards in 2001.

GEAR UP GEAR UP is a nation-wide initiative to encourage more young people to have high
expectations, stay in school, study hard, and take the right courses to go to college. GEAR UP is

funded at $200 million in FY 2000, enough to provide services to over 750,000 students. The FY

2001 budget provides an increase to $325 million, enough to provide services to 1.4 million students.
TRIO The TRIO programs provide funding to higher education institutions and community service
agencies for projects that seek to motivate and prepare students for college. The FY 2001 budget,
increases TRIO funding by $80 million. This increase will help provide assistance to 750,000

students, 20,000 more than in 2000.

Work Study Work Study provides students the opportunity to work their way through college. The FY
2000 budget achieved the goal of giving one million students the opportunity to participate in Work
Study. The FY2001! budget includes an increase of $77 million to continue this commitment to serve

a million students.
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Since 1993, President Clinton has been dedicated to expanding access to education and training
beyond high school. New and expanded programs provide over $50 billion in student aid annually

— compared to $22 billion when he took office — and an additional $7 billion is available through
two college tax credits. Students have saved an estimated $8.7 billion on loans over the last five years
while taxpayers have saved over $5 billion through managerial improvements. And program
management has been strengthened and customer service has improved. In his 2001 budget request,
President Clinton will build upon these significant investments in American higher education.

MORE AFFORDABLE STUDENT LOANS

$5 billion in interest savings for students. Students who borrowed student loans since 1993 will
save $100 annually for each $10,000 in outstanding loans — and a total of $5 billion — due to a
lower interest rate formula. Today’s formula is 1.55 percentage points lower than the 1993
formula during school and 0.95 percentage points lower during repayment. The Administration
also championed the lower maximum rate paid by students, reduced from 10 percent to 8.25
percent, to protect them against interest rate hikes.

$3.7 billion in loan fee savings. In 1993, the Administration reduced loan origination fees from a
maximum of 7 percent of principal to a maximum of 4 percent, saving students nearly $3.7 billion
to date. In 1999, in recognition of widespread discounts available on guaranteed student loans,
the Administration reduced direct loan fees to 3 percent.

More repayment options. Since 1993, borrowers have more flexibility in managing their student
loan debt. Repayment flexibility allows graduates to pursue jobs that pay lower salaries even
though they may require an expensive education. The income-contingent repayment plan allows
direct loan borrowers to repay their loans based upon their income; after 25 years, any remaining
loan balance is discharged.

EXPANDED STUDENT AID OPPORTUNITIES

Larger Pell Grant awards for needy students. When President Clinton took office in 1993, the
Pell Grant maximum award was $2,300, the same as it was when President Bush took office in
1989. The maximum award has since increased by 43 percent to $3,300 in 2001. The 2001
budget proposes increase in the maximum to $3,500, a 56% increase over the 1993 level. In
1995, the maximum Pell Grant paid for 86 percent of tuition and fees at a four-year public school,
today, it pays for 92 percent.

$7 billion in tax credits for higher education. In 1999, approximately 13 million American
taxpayers are eligible for the Hope and Lifetime Learning tax credits for postsecondary training
and education, totaling $7 billion in aid. In addition, the restored tax deduction for student loan
interest costs during the first five years of repayment — eliminated by the Reagan-Bush
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Administrations — will save borrowers $245 million.

e Early intervention to help low-income students succeed in college. Based on an Administration
proposal, the new GEAR UP program funds partnerships between colleges and high-poverty
middle schools. This years proposed budget of $325 million would fund mentoring, tutoring, and
college scholarships to an estimated 1.4 million low-income students.

e More work-study opportunities. Spending for Federal Work-Study increased by 41 percent from
1993 to 2000. The President has requested a $77 million increase in fiscal 2001 to allow one
million students to work their way through college.

¢ AmeriCorps education awards. Since 1994, over 150,000 AmeriCorps volunteers have earned up
to $4,725 for college while serving local communities.

STRENGTHENED STUDENT AID PROGRAMS

e Creating the Direct Loan program. Under the Direct Loan program, students receive loans directly
from the Education Department rather than through government-guaranteed lenders. Because the
Direct Loan program is substantially less expensive for taxpayers than the guaranteed loan
program, taxpayers have saved over $4 billion over the past five years. The program has
pioneered the use of new technology, streamlined loan processing and disbursement, and
improved customer service in both programs through competition.

¢ Strengthening the guaranteed loan program. Federal subsidies for banks and guaranty agencies
have been pared down, saving taxpayers $1.6 billion over the past five years. Improved financial
management of the student loan programs helped the Department receive an unqualified opinion
from its auditors on its fiscal 1997 financial statement, its first since the Department was founded
in 1980. Further improvements were made for the FY 1998 audit, in which remaining student
loan-related cost issues were resolved.

e Reducing loan defaults. The national cohort default rate has been reduced from 22.4 percent five
years ago to a record-low 8.8 percent. At the same time, collections on defaulted loans have more
than doubled, from $1 billion in fiscal 1993 to $2.2 billion in fiscal 1998.

e Using technology to simplify aid. Students can now apply for student aid through the Department’s

web site and sign just one “master” promissory note for their loans, rather than submitting a new
note for each loan.
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President Clinton’s Dual Degrees initiative would expand academic opportunities for students at
minority-serving institutions, increase their academic achievement through graduate school, and
promote their employment in fields in which minorities are under-represented.

The President’s Plan. Under the Dual Degree program, students would study for three years at
4 minority-serving institution to earn a B.A. and two years at a partner institution, such as a major
research university, to earn a B.A. or M.A. in a field in which the student’s racial or ethnic group
is under-represented. Minority-serving institutions include historically black colleges and
universities, Hispanic-serving institutions under Title III of the Higher Education Act, and Tribal
colleges and universities. The proposal would serve over 2,000 students in 2001.

Grants would be made to consortia of eligible minority-serving institutions and partner

institutions. Federal funds would:

* Establish dual-degree program consortia and provide support to students,

* Provide scholarships to students to allow them to pay only the tuition and fees charged by their
home universities, even if the partner universities charge more; and

* Compensate the minority-serving institutions for its revenue loss due to the program participants’
accelerated matriculation.

Based on A Proven Model. The Atlanta University Center's Dual-Degree Engineering

Program enables roughly 70 students a year at historically black colleges and universities to also

earn B.A.s in engineering from nationally recognized research institutions. After three years at

are Morehouse, Spelman, Clark Atlanta, and Morris Brown, students study engineering for two

years at a cooperating research university such as Columbia, Georgia Tech, or Boston University.

* Many students complete their initial three years but then quit the program because they cannot
afford the second institution due to higher tuitions and less financial aid. The President’s
Dual Degrees initiative would address this obstacle by providing scholarships to participating
students.

* Over 95 percent of the students who enroll in the engineering institution graduate.

* The average grade-point-average of Georgia Tech students in the Atlanta program is 2.8, two-
tenths of a point higher than their peers.



College Completion Challenge Grants L :
Addressm;, the High Drop Out Rate Among Low Income Students i

Januar-y ., 2000

Low Income Students are More Likely to Drop Out of College Of all students enrolled at
four-year institutions, those from low-income families are more likely to drop out and less likely
to earn a degree than are students from high-income families.

e Of students whose family incomes were in the bottom quartile, 42% had earned a BA within five
years, while 35% had dropped out. In contrast, of those with family incomes in the highest
quartile, 62% had earned a BA within five years, while only 21% had dropped oul. Beginning
Postsecondary Students Longitudinal Study, Department of Education (1994)

o Aslightly different analysis showed that of students seeking bachelor’s degrees, 22% of those in
the bottom quartile of socioeconomic status had earned a BA within six years, while 52% had
left without any degree. For those in the top socioeconomic group, the figures were reversed:

53% had earned a BA, while only 22% had lett without a degree. Beginning Postsecondary Students
Longitudinal Study, Department of Education (1994)

e According to one study, of college enrollees from families with incomes below $20,000, 37%
received bachelor’s degrees and 43% received any degree within five years, while of students
from families earning $60,000 or more, 61% had earned bachelor’s degrees und 68% had
earned any degrees. The Impact of Pell Grants on Student Persistence,” John B. Lee, ( 1997)

What You Earn = What You Learn

e In 1998, median weekly earnings of full-time workers with a high school diploma were $479,
compared with $753 for those with a bachelor’s degree, and $956 for those with an advanced
degree. Thus, a bachelor’s degree provided an earnings premium of 57 percent and an
advanced degree increased earnings 100 percent over a high school diploma. Current Population
Survey, Bureau of Labor Statistics, (February 3, 1999)

College Competion Challenge Grants: A Significant New Program With Proven Components
of Successful Retention Efforts Research shows that three policies instituted by schools have a
positive effect on the persistence of disadvantaged students:

1. An intensive summer program for incoming first-year students;
2. Larger grants for students in their first two years; and
3. A strong student support services program.

College Completion Challenge Grants, a new competitive grant awarded through the TRIO Student
Support Services program, will challenge schools to offer effective programs in all three components
to provide maximum support for low-income students. This $35 million initiative will increase the
chances of success for nearly 18,000 students.

Restructuring Student Aid Could Reduce Low-Income Student Dropout Rate, General Accounting Office
(HEHS 95-48), (1995)
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U.S. Department of Education
The HOPE Scholarship and Lifetime Learning Credits

e Letter [rom Secretary Riley to College Presidents

e Families’ Guide to the 1997 Tax Cuts for Education

e |[RS Notice 97-60: Questions and Answers

* |RS Notice 97-73: Returns Relating to Higher Education and Related Expenses

e [RS Notice 98-7: Returns Relating to Interest on Education Loans

* Applicability of the Family Educational Rights and Privacy Act (FERPA)

e RS Publication 970: Tax Benefits for Higher Education (in portable document format (147K) - requires
Adobe Acrobat Reader)

e Bualanced Budget Act of 1997

o Taxpayer Relief Act of 1997

"A balanced budget that honors our values,
invests in our people, and cuts taxes for middle class families.”
~~Bill Clinton

Background:

On_August 5. 1997 the President signed both the Balanced Budget Act of 1997 and the Taxpayer Relief
Act of 1997. The Taxpayer Relief Act of 1997 provides for the HOPE Scholarship and Lifetime Learning
Credits and opens the doors of college to a new generation, with the largest investment in higher education
since the G.I. Bill 50 years ago. The IRS has published Notice 97-60: Questions and Answers to provide
guidance on the higher education tax incentives enacted by the Taxpayer Relief Act of 1997 (Pub. L. No.
105-34, 111 Stat. 788) (TRA *97). TheFamilies’ Guide to the 1997 Tax Cuts for Educationprovides
additional information to students and parents on these new tax cuts as well.

The centerpiece of President Clinton’s budget and middle class tax cut proposal has been promoting
expanded educational opportunity. The President has long understood that our changing economy demands
that people have opportunities to enhance their skills throughout their working lives. This is why the
President insisted that, in addition to the HOPE Scholarship ot the first two years of coffege, the tax bill
must include a tax benefit for lifetime learning. The Taxpayer Relief Act of 1997 enacts the President’s
proposals. When fully phased in, 13.1 million students--5.9 million claiming the HOPE Scholarship, and

7.2 million claiming the Lifetime Learning Credit--are expected to benefit each year.

Lol o i !
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Overview:

$1,500 HOPE Scholarship to make the first two years of college universally available. For students in
the first two years of college (or other eligible post-secondary training), taxpayers will be eligible for a tax
credit equal to 100% of the first $1,000 of tuition and fees and 50% of the second $1,000 (the amounts are
indexed for inflation after 2001). The credit will be available on a per-student basis for net tuition and fees
(less grant aid) paid for college enrollment after December 31, 1997. The credit is phased out for joint
filers between $80,000 and $100,000 of income, and for single filers between $40,000 and $50,000
(indexed after 2001). The credit can be claimed in two taxable years (but not beyond the year when the
student completes the first two years of college) with respect to any individual enrolled on at least a
half-time basis for any portion of the year.

Lifetime Learning Credit for College Juniors, Seniors, Graduate Students and working Americans
pursuing lifelong learning to upgrade their skills. For those beyond the first two years of college, or
taking classes part-time to improve or upgrade their job skills, the family will receive a 20% tax credit for
first $5,000 of tuition and fees through 2002, and for the first?10,000 thereafter. The credit is available for
net tuition and fees (less grant aid) paid for post-secondary enroliment after June 30, 1998. The credit is
available on a per-taxpayer (family) basis, and is phased out at the same income levels as the HOPE
Scholarship.

Education Savings Accounts. For each child under age 18, families may deposit $500 per year into an
Education IRA. Earnings would accumulate tax-free and no taxes will be due upon withdrawal for net
post-secondary expenses for tuition, fees, books, equipment, and room and board. The Education IRA is
phased out for families with incomes between $150,000 and $160,000, and for single filers between
$95,000 and $110,000. A taxpayer who uses tax-free distributions from an Education IRA may not, in the
same year, benefit from the HOPE Scholarship or Lifetime Learning Credit.

Student Loan Interest Deduction. Allows an above-the-line deduction (the taxpayer does not need to
itemize in order to benefit) for interest paid in the first 60 months of repayment on private or
government-backed loans, post-secondary education and training expenses. The maximum deduction is
$1,000 in 1998, $1,500 in 1999, $2,000 in 2000, and $2,500 in 2001 and beyond. It is phased out for joint
filers with incomes between $60,000 and $75,000, and to single filers with incomes between $40,000 and
$55,000 (indexed after 2002). The deduction is available for loans made before or after enactment of this
provision, but only to the extent that the loan is within the first 60 months of repayment. The loan amount
eligible for the deduction is limited to post-secondary expenses for tuition, fees, books, equipment, room,
and board.

IRA Withdrawals. Taxpayers may withdraw funds from an IRA, without penalty, for the higher education
expenses of the taxpayer, spouse, child, or grandchild. The amount that can be withdrawn without penalty
is limited to net post-secondary expenses for tuition, fees, books, equipment, and room and board.

Employer-Provided Education Benefits. Extends Section 127 of the tax code for undergraduates for
three years (for courses beginning prior to June 1, 2000). This provision allows workers to exclude up to
$5,250 of employer-provided education benefits from their taxable income.

Community Service Loan Forgiveness. Excludes from taxable income loan amounts forgiven by

non-profit, tax-exempt charitable or educational institutions for borrowers who take community-service
jobs addressing unmet needs.

1/18/2000 9:44 AM
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Expand benefits for pre-paid tuition plans. Allows State-sponsored pre-paid tuition plans -- the earnings
from which not taxed until the time of withdrawal as a result of last year’s tax bill -- to include room and
board expenses for students who attend on at least a half-time basis. Withdrawals are eligible for the
HOPE Scholarship and Lifetime Learning tax credits.

Repeal Cap on Tax Exempt Bond Issuance by Colleges and Universities. Repeals the $150 million
bond cap that affects private higher education institutions and certain other charitable institutions. The
repeal applies to tax-exempt bonds issued by these institutions to finance new capital expenditures.

To learn more about other Federal financial aid programs, chieck out the Student Guide on the QOffice of Postsccondary
Education web site.
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S4731S
106th CONGRESS
Ist Session
S. 473

To amend the Internal Revenue Code of 1986 to make higher education more affordable by providing a
full tax deduction for higher education expenses and interest on student loans.

IN THE SENATE OF THE UNITED STATES
February 25, 1999

Mr. SCHUMER (for himself and Mr. MOYNIHAN) introduced the following bill; which was read twice
and referred to the Committee on Finance

A BILL

To amend the Internal Revenue Code of 1986 to make higher education more affordable by providing a
full tux deduction for higher education expenses and interest on student loans.

Be it enacted by the Senate and House of Representatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.
This Act may be cited as the ‘Make College Affordable Act of 1999°.
SEC. 2. DEDUCTION FOR HIGHER EDUCATION EXPENSES.

(a) DEDUCTION ALLOWED- Section 221 of the Internal Revenue Code of 1986 is amended to
read as follows:

‘SEC. 221. HIGHER EDUCATION EXPENSES.

‘(a) ALLOWANCE OF DEDUCTION- In the case of an individual, there shall be allowed as a
deduction an amount equal to--

‘(1) the qualified higher education expenses, and
—
‘(2) interest on qualified higher education loans,
paid by the taxpayer during the taxable year.

‘(b) LIMITATION BASED ON MODIFIED ADJUSTED GROSS INCOME-

lofo 1713/2000 1:58 PM
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‘(1) IN GENERAL- The amount which would (but for this subsection) be taken into account
under subsection (a) shall be reduced (but not below zero) by the amount determined under
paragraph (2).

‘(2) AMOUNT OF REDUCTION- The amount determined under this paragraph equals the
amount which bears the same ratio to the amount which would be so taken into account as--
‘(A) the excess of--

‘(1) the taxpayer’s modified adjusted gross income for such taxable year, over

‘(i) $100,000 ($140,000 in the case of a joint return), bears to
‘(B) $20,000.

‘(3) MODIFIED ADJUSTED GROSS INCOME- For purposes of this subsection, the term
‘modified adjusted gross income’ means the adjusted gross income of the taxpayer for the
taxable year determined--

‘(A) without regard to this section and sections 911, 931, and 933, and

‘(B) after the application of sections 86, 135, 219, 220, and 469.

For purposes of the sections referred to in subparagraph (B), adjusted gross income shall be
determined without regard to the deduction allowed under this section.

‘(4) INFLATION ADJUSTMENTS-

‘(A) IN GENERAL- In the case of a taxable year beginning after 2000, the $100,000
and $140,000 amounts described in paragraph (2) shall each be increased by an amount
equal to--

‘(i) such dollar amount, multiplied by

‘(ii) the cost-of-living adjustment determined under section 1(f)(3) for the
calendar year in which the taxable year begins, determined by substituting
‘calendar year 1999’ for ‘calendar year 1992’ in subparagraph (B) thereof

‘(B) ROUNDING- If any amount as adjusted under subparagraph (A) is not a multiple
of $5,000, such amount shall be rounded to the next lowest multiple of $5,000.

‘(c) QUALIFIED HIGHER EDUCATION EXPENSES- For purposes of this section--

‘(1) QUALIFIED HIGHER EDUCATION EXPENSES-
‘(A) IN GENERAL- The term ‘qualified higher education expenses’ means--

‘(1) tuition and fees charged by an educational institution and required for the
enrollment or attendance of--

1/13/2000 1:58 PM
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‘(I) the taxpayer,
‘(II) the taxpayer’s spouse,

‘(IIT) any dependent of the taxpayer with respect to whom the taxpayer is
allowed a deduction under section 151, or

‘(IV) any grandchild of the taxpayer,
as an eligible student at an institution of higher education, and

‘(i1) reasonable living expenses for such an individual while away from home and
attending such institution.

‘(B) ELIGIBLE COURSES- Amounts paid for qualified higher education expenses of
any individual shall be taken into account under subsection (a) only to the extent such
expenses--

‘(i) are attributable to courses of instruction for which credit is allowed toward a
baccalaureate degree by an institution of higher education or toward a certificate
of required course work at a vocational school, and

‘(ii) are not attributable to any graduate program of such individual.

‘(C) EXCEPTION FOR NONACADEMIC FEES- Such term does not include any
student activity fees, athletic fees, insurance expenses, or other expenses unrelated to a
student’s academic course of instruction.

‘(D) ELIGIBLE STUDENT- For purposes of subparagraph (A), the term ‘eligible
student’ means a student who--

‘(i) meets the requirements of section 484(a)(1) of the Higher Education Act of
1965 (20 U.S.C. 1091(a)(1)), as in effect on the date of the enactment of this
section, and

‘(i) is carrying at least one-half the normal full-time work load for the course of
study the student is pursuing, as determined by the institution of higher education.

‘(E) IDENTIFICATION REQUIREMENT- No deduction shall be allowed under
subsection (a) to a taxpayer with respect to an eligible student unless the taxpayer
includes the name, age, and taxpayer identification number of such eligible student on
the return of tax for the taxable year.

‘(2) INSTITUTION OF HIGHER EDUCATION- The term ‘institution of higher education’
means an institution which--

‘(A) is described in section 481 of the Higher Education Act of 1965 (20 U.S.C. 1088),
as in effect on the date of the enactment of this section, and
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‘(B) is eligible to participate in programs under title IV of such Act.
‘(d) QUALIFIED HIGHER EDUCATION LOAN- For purposes of this section--
‘(1) IN GENERAL.- The term ‘qualified higher education loan’ means a loan which 1s--
‘(A) made, insured, or guaranteed by the Federal Government,
‘(B) made by a State or a political subdivision of a State,
‘(C) made from the proceeds of a qualified student loan bond under section 144(b), or

‘(D) made by an institution of higher education (as defined in section 1201(a) of the
Higher Education Act of 1965 (20 U.S.C. 1141(a))).

‘(2) LIMITATION- The amount of interest on a qualified higher education loan which is taken
into account under subsection (a)(2) shall not exceed the amount which bears the same ratio to
such amount of interest as--

‘(A) the proceeds from such loan used for qualified higher education expenses, bears to
‘(B) the total proceeds from such loan.

For purposes of the preceding sentence, the term ‘qualified higher education expenses’ shall be
determined without regard to subsection (c)(1)(A)()(IV).

‘(e) SPECIAL RULES-
‘(1) NO DOUBLE BENEFIT-

‘(A) IN GENERAL- No deduction shall be allowed under subsection (a) for any
expense for which a deduction is allowable to the taxpayer under any other provision of
this chapter unless the taxpayer irrevocably waives his right to the deduction of such
expense under such other provision.

‘(B) DENIAL OF DEDUCTION IF CREDIT ELECTED- No deduction shall be
allowed under subsection (a) for a taxable year with respect to the qualified higher
education expenses of an individual if the taxpayer elects to have section 25A apply
with respect to such individual for such year.

‘(C) DEPENDENTS- No deduction shall be allowed under subsection (a) to any
individual with respect to whom a deduction under section 151 is allowable to another
taxpayer for a taxable year beginning in the calendar year in which such individual’s
taxable year begins.

‘(D) COORDINATION WITH EXCLUSIONS- A deduction shall be allowed under
subsection (a) for qualified higher education expenses only to the extent the amount of
such expenses exceeds the amount excludable under section 135 or 530(d)(2) for the
taxable year.
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‘(2) LIMITATION ON TAXABLE YEAR OF DEDUCTION-

‘(A) IN GENERAL- A deduction shall be allowed under subsection (a) for qualified
higher education expenses for any taxable year only to the extent such expenses are in
connection with enroliment at an institution of higher education during the taxable year.

‘(B CERTAIN PREPAYMENTS ALLOWED- Subparagraph (A) shall not apply to
qualified higher education expenses paid during a taxable year if such expenses are in
connection with an academic term beginning during such taxable year or during the first
3 months of the next taxable year.

‘(3) ADJUSTMENT FOR CERTAIN SCHOLARSHIPS AND VETERANS BENEFITS- The
amount of qualified higher education expenses otherwise taken into account under subsection
(a) or (d)(2) with respect to the education of an individual shall be reduced (before the
application of subsection (b)) by the sum of the amounts received with respect to such
individual for the taxable year as--

‘(A) a qualified scholarship which under section 117 is not includable in gross income,

‘(B) an educational assistance allowance under chapter 30, 31, 32, 34, or 35 of title 38,
United States Code, or

‘(C) a payment (other than a gift, bequest, devise, or inheritance within the meaning of
section 102(a)) for educational expenses, or attributable to enrollment at an eligible
educational institution, which is exempt from income taxation by any law of the United
States.

‘(4) NO DEDUCTION FOR MARRIED INDIVIDUALS FILING SEPARATE RETURNS- If
the taxpayer is a married individual (within the meaning of section 7703), this section shall
apply only if the taxpayer and the taxpayer’s spouse file a joint return for the taxable year.

‘(5) NONRESIDENT ALIENS- If the taxpayer is a nonresident alien individual for any
portion of the taxable year, this section shall apply only if such individual is treated as a
resident alien of the United States for purposes of this chapter by reason of an election under
subsection (g) or (h) of section 6013.

‘(6) REGULATIONS- The Secretary may prescribe such regulations as may be necessary or
appropriate to carry out this section, including regulations requiring recordkeeping and

information reporting.’

(b) DEDUCTION ALLOWED IN COMPUTING ADJUSTED GROSS INCOME- Paragraph (17) of
section 62(a) of such Code is amended to read as follows:

‘(17) HIGHER EDUCATION EXPENSES- The deduction allowed by section 221.’
(c) CONFORMING AMENDMENTS-

(1) The table of sections for part VII of subchapter B of chapter 1 of such Code is amended by
striking the item relating to section 221 and inserting the following new item:
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‘Sec. 221. Higher education expenses.’

(2) Section 6050S(e) of such Code is amended by striking ‘section 221(e)(1)’ and inserting
‘section 221(d)(1)’.

(d) EFFECTIVE DATE- The amendments made by this section shall apply to payments made after
December 31, 1998.

END

60l6 171372000 [:58 PM




January 19, 2000

COLLEGE AFFORDABILITY EVENT

Date: Thursday, January 20, 2000
Time: 12:00 - 1:00 p.m.

Location: OEOB, Room 450

From: Ann O’Leary

I. PURPOSE

To join the President in announcing the College Affordability Tax Credit, a $30 billion new tax
initiative that will help over S million families a year be better able to afford college and lifelong
learning opportunities.

IL. BACKGROUND

Background: Under current law, individuals may claim a Lifetime Learning credit equal to 20
percent of qualified tuition and related expenses up to $5,000 incurred during the year for post-
secondary education for the taxpayer, the taxpayer’s spouse, or one or more dependents.
Beginning in 2003, up to $10,000 of qualified tuition and related expenses will be eligible for the
20-percent credit. The credit phases out for taxpayers filing joint returns with modified adjusted
gross income between $80,000 to $100,000, and 40,000 to $50,000 for single taxpayers. The g
phase-out ranges will be adjusted for inflation occurring after 2000.

College Affordability Tax Credit: To further assist taxpayers in obtaining post-secondary
education throughout their lifetimes, the Administration proposes a new College Affordability
Tax Credit which would increase the Lifetime Learning credit rate to 28 percent. In addition,
the phase-out range for the credit would be increased to $100,000 to $120,000 for joint returns
and $50,000 to $60,000 for single taxpayers. To guarantee that all eligible taxpayers receive the
full value of this education assistance, taxpayers may elect to deduct qualified tuition and related
expenses instead of claiming the credit. This new tax credit is a $30 billion investment over 10
years that will benefit approximately 5 million families each year. When fully phased in, it will
offer an average tax relief of $500 per family and @ maximum tax relief of $2800 per family.

Hill Action: On July 30, 1999, 53 Senators voted to support an amendment sponsored by
Senator Schumer (co-sponsored by Senator Snowe) to make higher education more affordable by
providing a full tax deduction for higher education expenses and a tax credit for student
education loans. This amendment would have allowed a deduction of up to $4000 in year 2003,
$8000 in 04, and $12000 in *05 and would have phased out for joint filers at $105,000.

Schumer needed 60 votes under the Byrd rule so this amendment did not pass the Senate.



III.  PARTICIPANTS

Speaking Program
First Lady
Secretary Riley
Senator Schumer
Nina McLaughlin
President

Bio of Nina McLaughlin

(RUBY)

Families on Stage

(RUBY)

Audience
The audience will include representatives of higher education associations, families who will
benefit from this proposal, and Members of Congress.

IV.  SEQUENCE OF EVENTS

Briefing:
12:35-12:55 in Oval Office

Event:
1:00 - 2:00 p.m.

- YOU will open by outlining the need for this proposal and introducing Secretary Riley

- Secretary Riley will highlight success of HOPE scholarships and the lifelong learning tax
credit and will introduce Senator Schumer

- Senator Schumer will thank the President for his leadership and will focus on the need for
a college education in the information economy and the rising costs of college, burden of
cost on middle class families

- Nina McLaughlin, student, will talk about financial strain on her fumily and her desire to
continue to attend college and make sure her brother has the opportunity to attend college
as well

- The President will announce the College Affordability Tax Credit, will highlight his
legacy of improving college access and affordability, and will briefly touch on the overall
higher education budget with a focus on increases in budget to help close the opportunity
gap (i.e. Pell grant increase, GEAR-UP, etc.)
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A New Opportunity Agenda for Higher Education:

Making Critical Investments to Make College More Affordable
January 20, 2000

Critical Investments to Make College More Affordable. Today the President will announce
that his FY2001 budget will include a New Opportunity Agenda for Higher Education. This will
include a major new initiative to provide enhanced tax deductibility for tuition to make college
and other higher education programs more affordable for American families. The budget will
also include new initiatives and spending increases for programs designed to close the
opportunity gap for college by motivating high school students to stay on track for college,
making college more affordable, and encouraging students to complete college.

New Initiatives in the President’s FY2001 Budget
et W
. [Enhangeﬁ Lifetime Learning Opportunities]. The President will propose a tax package FO vl
casting $29:8 billion over 10 years to provide tax relief for up to [[5]] million families
struggling to make college more affordable. When fully phased in, the President’s proposal
would give families the option to deduct up to $10,000 of tuition and relutg(iﬂgenses—#mm M
their taxes or take a 28 percent tax credit. This would provide up to $2,800-n tax relief to
help a family trying to pay for college or other higher education. On average, this would
provide an additional [[$500]] in support for families relative to the existing tax credits. The
[Enhanced Lifetime Learning Opportunities] proposal builds on the Lifetime Learning tax
credit that the President signed into law in 1997 which provides a 20 percent tax cut for
educational expenses.

¢ College Completion Challenge Grants. The FY2001 budget creates a new initiative within the
TRIO program called College Completion Challenge Grants (CCCG). The CCCG program
1s designed to address the college drop out problem with a comprehensive approach
including, pre-freshman summer programs, support services and increased grant aid to
students. This $35 million initiative will improve the chances of success for nearly 18,000
students.

¢ Dual Degree Programs for Minority-Serving Institutions. The FY 2001 budget proposes a
new program to increase opportunities for students at minority-serving institutions. Students
would receive two degrees: one from a minority-serving institution, and one from a partner
institution in a field in which minorities are underrepresented. This new $40 million program
will serve an estimated 2,500 students.

Expanded Investments in the President’s FY2001 Budget. The FY2001 budget includes
significant increases in programs that prepare disadvantaged young people for college, provide
valuable support services to promote college access and retention, and provide much needed
financial assistance.

e Pell Grants. The Pell Grant program provides grants to economically disadvantaged young
people to help pay the cost of a postsecondary education. The maximum Pell Grant in



FY2000 is $3,300. The President’s FY2001 budget increases the maximum to $3,500,
making a college education more affordable for the nearly 4 million Pell Grant recipients.

SEOG. SEOG, the Federal Supplemental Educational Opportunity Grant program, provides
campus-based grant assistance to needy undergraduate students. Generally, this program
supplements the aid students receive from other sources, and leverages institutional aid by at
least one dollar for every three federal dollars. The FY2001 budget provides a $60 million
increase for SEOG. An estimated 1.203 million students (over 60,000 more than in 2000)
will receive awards in 2001.

GEAR UP. GEAR UP is a nation-wide initiative to encourage more young people to have high
expectations, stay in school, study hard, and take the right courses to go to college. GEAR UP
is funded at $200 million in FY 2000, enough to provide services to over 750,000 students.

The FY 2001 budget provides an increase to $325 million, enough to provide services to 1.4
million students.

TRIO. The TRIO programs provide funding to higher education institutions and community
service agencies for projects that seek to motivate and prepare students for college. The FY
2001 budget, increases TRIO funding by $80 million. This increase will help provide
assistance to 750,000 students, 20,000 more than in 2000.

Work Study. Work Study provides students the opportunity to work their way through college.
The FY 2000 budget achieved the goal of giving one million students the opportunity to
participate in Work Study. The FY2001 budget includes an increase of $77 million to

continue this commitment to serve a million students.
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INTRODUCTION

This report provides the latest information on tuition and other
expenses associated with attending institutions of postsecondary
education in the United States.

The data presented in this publication come from the Col-
lege Board's Annual Survey of Colleges (ASC). The survey,
administered each spring to over 3,200 postsecondary insti-
tutions across the country, collects a wealth of data on
enrollment, admissions, degrees and majors, tuition, finan-
cial aid, and other aspects of undergraduate education. The
College Board has conducted the Annual Survey for more
than two decades, resulting in an extensive longitudinal data
file about two-year, four-year, public and private colleges and
universities,

Each fall, the College Board releases information from the An-
nual Survey on how much colleges and universities plan to
charge undergraduate students in the upcoming academic year.
Simultaneously we release information from a counterpart sir-
vey conducted by the College Board, Trends in Student Aid.

Taken together, the companion reports, Trends in College Pricing
and Trends in Student Aid, tell much about the financing of
postsecondary educational opportunity in America. One pro-
vides the latest information on how much college “costs.” The
other tracks the amount of financial assistance available to help
pay these expenses. In both publications we report trend data in
both current and constant (inflation-adjusted) dollars.

This report presents pricing data from the Annual Survey of
Colleges for the 1999-2000 academic year, including:

+ average fixed charges for undergraduates - tuition and
fees and room and board;

» average non-fixed budget components - books and sup-
plies, transportation, and other expenses; and

» sample student budgets for each type of institution.

The report also provides trend data over the past 25 years and
analysis of college prices in relation to family income as well as
available financial aid. In all cases, we have tried to present the
data in ways that may be useful to different audiences, while
ensuring the integrity of the data.

Page 18 of the report presents a new feature that may be of in-
terest to readers—clata courtesy of Statistics Canada on average
tuition and fees charged by Canadian colleges and universities,
from 1972-73 to 1999-00.

This report would not have been possible without the coopera-
tion and work of the following individuals at the College Board:
Renee Gernand and the Annual Survey of Colleges staff in Guid-
ance Publishing: Hal Higginbotham, Jack Joyce, and Kathy Payea
(consultant) of the College Scholarship Service; and the staff
of the Communications and Government Relations Division.

We welcome reader comments and suggestions on these Trends
reports. Visit College Board Online at www.collegeboard.org for
an electronic version of this document and its counterpart, Trends
in Student Aid 1999.
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* The sample was too small to provide meaningful information.
These are enroflment-weighted averages, intended to reflect the average costs that students face in various types of institutions.
See technical notes on page 18 for a description of enrollment weighting.

SOURCE: Annual Survey of Colleges, The College Board, New York, NY.

FIGURE 2.  Average and Range of Tuition and Fee Charges at
Postsecondary Institutions. 1999-00
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SOURCE: Annual Survey of Colleges, The College Board, New York. NY.




Sector

Resident

Commuter

Resident

Commuter

Resident

Commuter

TABLE 3. Sample Undergraduate Budgets (average), 1999-00

Tuition Books & Room Trans- Other Total**
& Fees

Out-of-State

s

* The sample was too small (o provide meaningful information.
**Based on estimated average student expenses.
These are enrollment-weighted averages, intended to reflect the average costs that students face in various types of institutions.

SOURCIL:: Annwal Survey of Colleges, The College Board, New York, NY.

Supplies

& Board portation  Expenses  Expenses

1,627 625 * * * *
1,627 625 2,128 997 1,202 6,599

3,356 681 4,730 658 1,484 10,909
3.356 681 2,213 1,005 1,519 8,774
8,706 681 4,730 658 1,484

15.380 700 5.959 558 1054 23.651
15,380 700 2.324 907 1,189 10,500

FIGURE 3. Distribution of
Full-Time Undergraduates at
Public and Private Four-
Year Institutions by Tuition
and Fees Charged, 1999-00
The cover graphic on this report
shows the distribution of full-time
undergraduates at all four-year
colleges and universities, by
tuition and fees charged. The two
graphics to the right divide this
overall picture into separate
distributions for public and
private institutions.

Public Four-Year Private Four-Year

$7,000 and over

$20,000 and over 21.7
$6,000 to 6,999
$16,000 to $19,999 20.1
$5,000 to 5,999
$4 000 to 4,999 $12,000 to $15,999 24.6
$3.000 10 3,999 30.2 $8,000 to $11,999 17.9
$2,000 to 2,999 33.6
$4,000 to $7,999 10.5
$1,000 to 1,999
Under $1,000 Under $4,000 5.2
1 r T T 1
40 0 10 20 30
Percentage Percentage

SOURCE: Annual Survey of Colleges, The College Board, New York. NY.
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TABLE 4. Average Student Expenses, by College Board Region, 1999-00

Tuition  Out-of-state Books &  Room and Other
& Fees tuition supplics board Trans. costs
2-yr public 1,627 3,101 645 — — — 2,128 997 1,202
2-yr private 7,182 681 4,583 686 1,132 2,029 932 1,132
4-yr public 3,356 5,350 681 4.730 658 1,484 2,213 1,005 1,519
4-yr private 15,380 700 5,959 558 1,054 2,324 907 1,189
m gland

gt

2-yr publi 2,243 1,224 610 — — 2349 1,034 1,331
2-yr private 14,332 719 6,676 — 1,110 1953 815 873
A-yr public 4,727 5,998 652 5205 507 1,250 2047 945 1,206

4-yr private 20,171 708 7.205 489 1,004 2,274 1,048 1,034

2-yr public 2,567 2,951 625 — — — 1,782 937 1,163

2-yr private 9,139 685 — — — 1,898 876 1,299
4-yr public 4.427 4,447 705 5,409 532 1,275 2,263 926 1,421
4-yr private 16,046 672 6.825 413 984 2,103 843 1,118
2-yr public 1.290 3.067 626 — — — 2,105 1,142 1,060
2-yr private 8,383 628 556 1,206 1,507 976 790
4-yr public 2.748 5,676 690 789 1,479 2,145 1,189 1,532
4-yr private 13,186 713 713 1,116 2,384 939 1,167

Freme g
EMidwes

2-yr public 1,850 3,400 675 — — — 1024 1213
2-yr private 7,583 690 3,964 575 1,161 1,002 1,501
4-yr public 3813 5,057 635 4,512 533 1,543 954 1,545

4-yr private
SOUthW oS

i o

2-yr public
655 3750 819 1,180
1,880 663 1125 939 1432

2-yr private
4-yr public

-yr private

‘ 2-yr public 3,779 ‘ 651 — — — 2,137 761 1,386
2-yr private — — — — — — — —
4-yr public 2,708 6.819 734 5,534 789 1,721 2,224 812 1,618
4-yr private 15.078 780 6,155 654 1,282 2,207 1,002 1,388

SOURCE: Annual Survey of Colleges, The College Board, New York, NY.
Note: Averages in ltalicized type indicate that while the number of institutions reporting data on this item was large cnough to support an analysis,
the sample size was marginal. Data are enrollment weighted.
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TABLE 5. Average Tuition & Fees in Current and Constant Dollars,
1971-72 to 1999-00

Public Private Public
Two Year Four Year Two Year Four Year Two Year

Private Public Private
Two Year Four Year

Private

Four Year

SOURCE: 1984-85 to 1999-00: enrollment-weighted data lrom the Annual Survey of Colleges. The College Board, New York, NY: 1971-72 to 1983-84: non-
weighted data from Integrated Postsecondary Education Data System (IPEDS), U.S. Department of Education, National Center for Education Statistics.

16,000 1
14,000 Private Four-Year ($15,380)
FIGURE 4. @ 12,000-
Average Tuition and %
Fee Charges, in a 10,000 -
Constant Dollars, ‘g
1971-72 to 1999-00 5 80007 Private Two-Year (87,182
3 6,000

4,000 Public Four-Year ($3,356)

2,000 . _

Public Two-Year ($1,627)

O T T T T T T U
71-72 7576 79-80 83-84 87-88 91-92 95-96  99-00

SQURCIL: See Table 5 above.
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TABLE 6. Average Annual Tuition and Fees, Room and Board,
and Total Fixed-Costs for Undergraduates, by Institution Type,

in Current Dollars, 1989-90 to 1999-00

Sk

Sector

89-9

Shas

1Board

T
e v

97-98 98-99 99-00

89-90 90-91 91-92 92.93

95-96 96-97

4-95 9596 96-97 97-98 98-99 99-00
12982138

All data are enrollment-weighted averages, intended to reflect the average costs that students face in varions types of institutions.
SOURCE: Annual Survey of Colleges, The College Board, New York, NY.
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TABLE 6a. Average Annual Tuition and Fees, Room and Board,

and Total Fixed-Costs for Undergraduates, by Institution Type,
in Constant Dollars, 1989-90 to 1999-00

sl
99-00

T

10-yr % change

Sector 91-92 92-93 93-94 94-95 95-96 96-97 97-98 98-99

-Year Pu

A

-99  99-00

Sector 89-90 90-91 91-92 92-93 93-94 94-95 95-96 96-97 97-98 98-99 99-00 10-yr change 10-yr % change
e g Tl - E R RaTTIT P ; s 7

All data are enrollment-weighted averages, intended to reflect the average costs that students face in varlous types of institutions.
SOURCE: Annual Survey of Colleges. The College Board. New York, NY.
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TABLE 7. Tuition and Fees, by Region and Institution Type,
in Current Dollars, 1989-90 to 1999-00

Sector

91-92

92 93 93- 94 94- 95

Natfonal
2-yr public
2-yr private

4-yr public

2-yr private

4-yr public

4-yr prlvate

el F T et
2-yr publlc

2-yr private
4-yr public

4-yr private

842
4,713
1,694

8,737

1,172
6,780
2,067

11,305
.

6.060
1,721
9.471

1,336

884
5,003
1,809
9,391

1,356

7,643

2,550

1,022
5,290
2,137
10,017

1,749
7,835
3,439

12,313 13,487

1,292
3,621
2,315
10,498

1,229

1,298

95-96 96-97 |

98-99

1,387

1,394

6,175 6,511
2527 2,686
11,025 11,709

1,801

8,216
3,650
14,095

1,915

7,684
3,129
11,079

S

2,134
8,636
3.921
14,942

1,913
8,330
3,261
11,669

B

2,236
9,503
4,168
15,593

1,978
8,827
3,490

12,396

2-yr public
2-yr private
4-yr public
4-yr private
Ry e
2-yr public
2-yr private
4-yr public
4-yr private
2-yr public
2-yr private
4-yr public
4-yr private

gt
2-yr public

2-yr private
4-yr public

4-yr private

Chin s A e S

697
4,160
1,760

1,118
4,622
1,991
8,028

907
4,691
2,027

969
5,569
2,175

o R AL

1,400

5,663

2,523
10,075

1,516
6,135
2,780
10.656

1,002
6,586
2,265

1,554
6,301
2,930
11,203

540
2.850
1,140
5,642

398
2,592
1,325
8,309

405
2,662
1,398
9,028

665
3,121
1,284

- 7,106

477
2,714
1,673
9,793

636
2,781
1,973

10,252

794
3,251
2,267
10,884

3,989
1,707
8,691

812

3,407
2,467

10,096

6,350 6,673
2,860 2,966
12,432 12,823

2,230 2,285
10,801 10,867
4272 1313
16,416 17,196

.
2202 2497
8001 7,987
3,876 3,802
13,201 13,603

1,567
7,079
3,111

1,554

99-00

1,627

6,940 7,182

3,247 3,356

13,785

2343 2,302
12,548 12,237
4487 4,635
18050 19211

2602 2,622
8.728 9,276
4,054 4,201
14,603 15,381

1,028 1,075

7,426 7,047 -

2,337 2,419
10,777 11,124

-8
1.632

1,687

1,180 1,235
8,387 9,250
2,541 2,675
11,961 12,636

14,709 15,380

1,767

1,834

756

6,361 6,681
3,104 3,251
11,875 12.433
812 895 -
4,008 4,121
1,910 2,147

9,019 9,522
- s

808
3.404
2,561

3.337
2,588

11,616 12,245 12,893

834 .

6,662 7,950
3.440 3,647
13,277 14,007

894 995
5079 —
2,363 2,526

10,123 10,701

BN

925 1,053
3.558 3,779
2,680 2,660

13,587 14,290 15,078

2,243
14,332
4,727
20,171
2,567 "
9,139
4,427
16,046

1,290
8,383
2,748
13,186
1,850
7,583

3,813
14,558

1,076

2,708

All data are enrollment-weighted averages, intended to reflect the average costs that students face in various types of institutions.
SOURCE: Annual Survey of Colleges, The College Board, New York. NY.
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TABLE 7a. Tuition and Fees, by Region and Institution Type,
in Constant Dollars, 1989-90 to 1999-00

10-yr change 10-yr % change

ST Tie

2-yr public 1,102 1,097 1,229 1,507 1397 1,434 1492 1458 1,610 1.627 525 48
2-yr private 6.169 6,209 6,361 6,555 7,019 7,195 6,831 6,979 7,274 7,182 1,013 16
4-yr public 2,217 2,245 2,570 2,700 2,872 2,968 3077 3102 3,197 3,356 1,139 51

11,436 11,655 12,046 12,242 12,532 12,938 13,373 13,411 14,165 14,870. 15,38 3,944 34

<5

4-yr private
AONARTRINE T
B

nglan

2-yr public 1,534 1,683 2,103 2205 2426 2471 2,399 2,408

2-yr private 8874 9486 9422 9,581 9,816 10,501 11619 11,366 12,894 12,371 14332 5458 61
4-yr public 2706 3,165 4,136 4256 4457 4606 4596 4511 4611 4,686 4,727 2,021 75
4-yr private 14,797 15,281 16,219 16,436 16,984 17,230 17,659 17,985 18,548 :1'9,421 20,171 5,374 36

PR ooy

2174 2,186
8,536 8,960 9468 9,754
3331 3,649 3707 3856
' 13.264 13,697

1.7;1‘9 ”
2-yr private 7,932
4-yr public 2,253
12,397

2-yr public

- 8969 9,378 9,139 1,207 15
4,166 4,247 4,427 2,174 97

4-yr private

2-yr public 912 884 1,010 1,058 1,101 1107 1,106 1,124 1,213 1,249 1,290 378 41

2-yr private 5445 5,673 5552 5470 6,330 7,277 7,988 7370 8618 9,351 8,383 2,938 54
4-yr public 2304 2239 2252 2364 2472 2,503 2514 2530 2611 2704 2748 444 19

9,624 9,750 10,195 10,490 10,845 11,156 11,593 11,634 12,291 12,774 13,186 3,562 37

2-yr public 1.:163 1,491 1,531 1,633 1,723 1,717 1,756 1,764 1»:“8:16 1,854 1,850 38A7 26
2-yr private 6,050 5,411 5461 6,604 6,973 6,963 6,843 6,988 6,846 8,037 7,583 1,533 25
4-yr public 2,606 2646 2,824 2942 3,160 3238 3,339 3,400 3,535 3,687 3,813 1,207 46
4-yr private 10,508 10,921 11,359 11,749 12,112 12,379 12,774 13,004 13,643 1.4_,160 14,558 4,050 39

i e 3 ! ;

2-yr public 845 835 873 936 . 919 1,006 1,106 57
2-yr private 3794 4408 4312 4310 5219 — 5448 46
4-yr public 1744 1886 2,055 2246 2428 2,554 2,536 70

9,066 9,603.

10,402 11,275

4-yr private

-2-yr public 574 741 903 837 869 872 950 . 1,062 1,076 555 107
2-yr private — 3304 3264 3243 3,695 3,765 3.662 -3,4§_O 3,656 3..820 — — —
4-yr public 1,734 1,735 2,012 2,301 2,577 2726 2755 2707 2,754 2,689 2,708 974 56
4-yr private 10,876 11,204 11,776 11,955 12,372 12,836 13,172 13,485 13,962 14,446 15,078 4,202 39

All data are enrollment-weighted averages, intended to reflect the average costs that students face in various Lypes of institutions.

SOURCE: Amnual Survey of Colleges. The College Board, New York. NY.
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Midwest 1989-90 1999-00 % Change

2-yr public 1,463 1,850 26
2-yr private 6,050 7,583 25
4-yr public 2,606 3,813 46
4-yr private 10,508 14,558 39
' West

$20,000
$16,000 $15,078 —
$12,000

$8.000

$4,000 $2,708

$1,076
50— .

T

2-yr public  2-yr private  4-yr public  4-yr private

West 1989-90 1993-00 % Change
2-yr public 521 1,076 107
2-yr private —_ — —
4-yr public 1,734 2,708 56

4-yr private 10,876 15,078 39
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$16,000

$12.000 $11,275 __
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2-yr public  2-yr private  4-yr public  4-yr private

Southwest 1989-90 1999-00 % Change
2-yr public 706 1,106 57
2-yr private 3,730 5,448 46
4-yr public 1,492 2,536 70
4-yr private 7,385 11,275 53

FIGURE 5§

EGIONAL TUITIO
by College Board Re;

NOTE: All trend data adjusted for inflation (constant dollars).
“—" sample too small to provide meaningful information.
SOURCE: The Annual Survey of Colleges, The College Board, New York, NY.
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$20,171
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$16,000 $14,332

$12,000

$8,000

$4.000 — g2 243

$0

2-yr public  2-yr private  4-yr public  4-yr private

New England  1989-90 1999-00 % Change

2-yr public 1,534 2,243 46
2-yr private 8,874 14,332 61
4-yr public 2,706 4,727 75
4-yr private 14,797 20,171 36

Middle States

$20,000

$16,000 316046

$12,000

$8,000

$4,000 — $2,567

$0

2-yr public 2-yr private 4-yr public  4-yr private

Middle States  1989-90 1999-00 % Change

2-yr public 1,749 2,567 47
2-yr private 7,932 9,139 15
4-yr public 2,253 4,427 97
4-yr private 12,397 16,046 29
$20,000
$16,000
$13,186
$12,000
$8,383
$8,000
$4,000 $2,748
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o mm S

2-yr public  2-yr private  4-yr public  4-yr private

South 1989-90 1999-00 % Change
2-yr public 912 1,290 41
2-yr private 5,445 8,383 54
4-yr public 2,304 2,748 19
4-yr private 9,624 13,186 37




FIGURE 6.  Inflation-Adjusted Changes in Tuition, Family Income, and Student Aid,
1988-89 to 1998-99 and 1980-81 to 1998-89
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Four-Year Institution Four-Year Institution Income (ages 45-54) Equivalent Student

SOURCE: Annual Survey of Colleges & Trends in Student Aid 1999, The College Board, New York, NY.
NOTE: The end-year for this graphic analysis is 1998-99 rather than 1999-00 because family income
and linancial aid data are not available for the latter year.

FIGURE 7. Cost of Attendance of Four-Year Public and Private Institutions,
as a Share of Family Income, 1972-73 to 1999-00

Public Four-Year Private Four-year
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SOURCE: Annual Survey of Colleges, The College Board, New York, NY: data pre-1984-85 from Integrated Postsecondary Education Data
System (IPEDS). U.S. Department of Education, National Center for Lducation Statistics; income data frotn the U.S. Department of
Commerce, Bureau of Labor Statistics.




TABLE 8. Cost of Attendance at Four-Year Public and Private Institutions as a Percentage Share of
Family Income; Cost of Attendance; and Mean Family Income, in Constant Dollars,
1971-72 to 1999-00

Constant Dollar Amounts

ourtYear "I Kb T ‘CORGEE k| ¥ W MeantEamilylincomeby/Quintilest AR i

Year Middle Low Middle High Public Private Second Middle Fourth Highest

Income Income Income Income Four-Year Four-Year Fifth Fifth Fifth
1971-72 13% 91% L 12% {8147 11,781 28,143 14 %1 55765
1972-73 13% 88% 12% 11,795 29,149 58,469
1973-74 13% 84% 11% 11,278 28,970 58,171
1974-75 12% 81% 11% 10,920 28,451 56,909
1975-76 12% 84% 12% 10,977 27,667 56,326
1976-77 13% 84% 12% 11,259 28,346 57,773
1977-78 13% 85% 11% 11,251 28,401 58,922
1978-79 12% 85% 11% 11,183 28,550 59,065
1979-80 12% 84% 11% 10,732 27,762 57,642
1980-81 12% 87% 11% 10,733 26,776 56,119
1981-82 13% 93% 12% 11,179 26,127 56,104
1982-83 14% 105% 12% 12,067 26,145 56.633
1983-84 14% 111% 13% 12,670 26,250 57,561
1984-85 13% 102% 12% 11,998 27,059 59,700
1985-86 13% 104% 12% 12,523 27,579 61,036
1986-87 13% 106% 11% 12,987 28,420 62,911
1987-88 13% 123% 13% 15,054 28.567 63.486
1988-89 14% 127% 13% 15,538 28,407 63,485
1989-90 14% 134% 14% 16,538 28,820 64,416
1990-91 14% 138% 14% 16,809 28,464 63,043
1991-92 15% 148% 15% 17,320 27,785 62,528
1992-93 16% 157% 15% 17,577 26,962 61914
1993-94 17% 162% 14% 17,980 26,587 62,455
1994-95 17% 161% 14% 18,437 27,155 63,389
1995-96 17% 157% 15% 18,966 27,921 63,960
1996-97 17% 160% 14% 19,018 28,079 64,899
1997-98 17% 159% 14% 19,743 29,031 67,165
1998-99* 17% 161% 14% 20,687 29,921 69,018
1999-00* 17% 162% 14% 21,339 30,922 71,490

*1998-99 and 1999-00 income data are estimated using a three-year rolling average.

NOTE: Low. middle. and high income labels above refer to the lowest. middle, and highest income quintiles from the right side of the table.

SOURCE: 1984-85 to 1999-00 Cost of Attendance Data compiled from the College Board's Annual Survey of Colleges: pre-1984-85 from the Integrated
Postsecondary Education Data System (IPEDS), U S. Department of Education. National Center for Education Statistics: income data from the U.S. Census
Bureau web site (www.census.gov/hhes/income).




TABLE 9. Aid Awarded to Postsecondary Students, 1988-89 to 1998-99
in Current and Constant Dollars (in Millions)

Current Dollars Constant Dollars

Preftninary

Preliminary H0-year

(;*C:'hﬁnge

4,476 7,242 6,071 7.242
408 614 554 614
72 25 98 25
625 1,002 848 1,002
874 1,058 1,185 1,058

5 - 7 -

- 11,021 - 11,021

- (6,039) . (6,039)

- (3.775) . (3,775)

- (1,208) - (1,208)
11,985 22.643 16,258 22,643
(9.319) (11,969) (12,642) (11,969)
- (8.484) - (8.484)
(2.015) - (2.733) -
(651) (2.190) (883) (2.190)
1,498 2,365 2,032 2,365
19,943 45,970 27,053 45,970

1,581 3,528 2,144 3,528
- 2,417 - 2,417
- (438) - (438)
- (1.979) - (1,979)

3,978 12,209 5,397 12.209

25,502 64,124 34,594 64,124

FIGURE 8.  Estimated Student Aid by Source for Academic Year,
in Current Dollars, 1998-99

Institutional and Other Grants ($12.2) TOTAL AID

AWARDED
($64.1)

Federal Loans ($33.7)
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TABLE 10. College Participation Rates for Unmarried 18- to 24-
Year-Old High School Graduates, 1970 to 1997, by

Year

Family Income Quartile, in Percent

ST
tom{Qtartie

Below $25,063 Above $7

4"584 -

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996

1997

FIGURE 9.

College Participation Rates
Jor Unmarried 18- to 24-
Year-Old High School
Graduates, 1970 to 1997, by
Family Income Quartile

SOURCE: Mortenson, T. (1999). Postsecondary Education Opportunity, Oskaloosa, 1A
(www.postsecondary.org). Analysis based on U.S. Census Bureau data.
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SOURCE: Mortenson, T. (1999). Postsecondary Education Opportunity, Oskaloosa, 1A.

Analysis based on U.S. Census Burcau data.



TABLE 11. Enrollment-Weighted Average Tuition and Fee Charges for Arts in Canada by
Province, 1972-73, 1980-81 to 1999-00, in Constant U.S. Dollars

e ledl A s . 1

72-73 1741 , 4 1,718
80-81 918; $125%; 1,174
81-82 '3 1177
82-83 0 ©o1.302
83-84 ; '3285.0 1,448
84-85 1,503
85-86 F1708 98: 1,520
86-87  |iimlil 49945 1,560
87-88 CelSIT e 1572
88-89 CUTER24 1572
89-90 ‘ 1526 1,600

90-91 1,634
91-92 1,794
92-93 : { 1,909
93-94 , 18.... 2,054
94-95 6 , 2187
95-96 T 4L 2,291
96-97 1788 2482
97-98 2.590
98-99 : 2675
99.00 |7 3597 2,788

SOURCE: Statistics Canada, 1999.

FIGURE 10. Ten-Year Percent Change in Enrollment-Weighted Tuition & Fee Charges for Arts
in Canada by Province, 1989-90 to 1999-00 (Adjusted for Inflation)
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SOURCEE: Statistics Canada, 1999,




FIGURE 11.

1980-81
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State Government (31%)
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Federal Government (15%)

Current-Fund Revenues for Institutions of Higher Education, 1980-81 and 1995-96

1995-96

Other Sources
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SOURCE Digest of Education Statistics 1998, National Center for Education Statistics, U.S. Department of Education. Table 328, Page 352.
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FIGURE 12. Distribution of Full-Time Undergraduates at Four-Year Institutions
by Tuition and Fees Charged, 1999-00
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TABLE 12. Average Income by Educational Attainment for Persons 18 Years Old
and Over, 1975 to 1997 (Inflation Adjusted for 1999)

Dolla 0 3 Do

Year Tolal No High Some BA Advanced Total No High Some BA Advanced

High School  School College Degree High School  School College Degree

Diploma  Diploma Diploma  Diploma
1975 8,552 6,198 7,843 8388 12,332 16,725 26,302 19,062 24,121 25,797 37927 51438
1976 9,180 6,720 8393 8813 13,033 1791] 26,699 19,545 24,411 25632 37906 52,093
1977 9,887 7,066 9,013 9,607 14,207 19,077 27,000 19,296 24613 26,236 38,798 52,097
1978 10,812 7,759 9,834 10,357 15291 20,173 27,433 19,687 24,951 26,278 38,797 51,184
1979 11,795 8,420 10,624 11,377 16,514 21,874 26,900 19,203 24,229 25946 37,662 49,886
1980 12,665 8845 11314 12,409 18,075 23,308 25437 17,765 22,724 24923 36,303 46,813
1981 13,624 9,357 12,109 13,176 19,006 25,281 24,800 17,033 22,042 23,985 34,597 46,020
1982 14,351 9,387 12,560 13,503 20,272 26,915 24614 16,100 21,543 23,160 34,770 46,164
1983 15,137 9.853 13,044 14245 21,532 28333 25,155 16,374 21,676 23,672 35,782 47,083
1984 16,083 10,384 13,893 14936 23,072 30,192 25,625 16,545 22,135 23,797 36,760 48,104
1985 17.181 10,24 15939 18054 26919 35968 27,700 17,224 23,218 26,299 39,212 52394
1988 20,060 11,889 16,750 19,066 28344 37,724 28,076 16,640 23,443 26,685 39,670 52,798
1989 21,414 12,242 17,594 20,255 30,736 41,019 28,591 16,345 23,491 27,043 41,037 54,767
1990 21,793 12,682 17,820 20,694 31,112 41,458 27,607 15,939 22,574 26215 39.412 52,518
1991 22,332 12,613 18,261 20,551 31,323 46,039 27,140 15,329 22,193 24976 38,067 55,951
1992 23,227 12,809 18,737 20,867 32,629 48,652 27,398 15,109 22,102 24,614 38488 57389
1993 24,674 12,820 19,422 21,539 35,121 55,789 28,270 14,689 22,253 24,678 40,240 63,921
1994 25852 13,697 20,248 22226 37224 56,105 28,867 15295 22610 24,818 41566 62,649
1995 26,792 14,013 21,431 23,862 36,980 56,667 29,101 15,221 23,278 25918 40,167 61,550
1996 28,106 15,011 22,154 25,181 38,112 61317 29,659 15,840 23,378 26,572 40,217 64,704
1997 29,514 16,124 22,895 26,235 40478 63,229 30,433 16,626 23,608 27,052 41,738 65,198
Source: U.S. Source: U.S. Census Bureau. March Current Population Survey. Income Statistics Branch/HHES Division.

U.S. Department of Commerce: Washington, DC.
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FIGURE 14. Median Annual Household Income, by Educational Attainment
of the Householder, 1997
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Source: U.S. Source: U.S. Census Bureau. March Current Population Survey. Income Statistics Branch/HHES Division.
U.S. Department of Commerce: Washington. DC. Table F-18. (www census.gov/hhes/income/histinc/f018 html)




Notes & Sources

Source of Data

Averages and rates of change described
in the press release are based on data re-
ported by colleges and universities as part
of the College Board's Annual Survey of
Colleges (ASC). Data analysis was per-
formed by the College Scholarship Service
(CSS), the financial aid arm of the College
Board.

Data were collected on questionnaires dis-
tributed in early 1999, and subjected to in-
tensive review and follow-up where nec-
essary throughout the spring and summer
months. The data base for this analysis
was closed in late August.

In an effort to collect comparable price in-
formation, institutions were asked to pro-
vide data to specifications for several dis-
crete items (e.g., the annual tuition and
fees charged to most first-year, full-time
students, based on a nine-month academic
year of 30 semester hours or 45 quarter
hours). If firm 1999-2000 figures were not
yet established at the time the data were
analyzed, but a reliable institutional or
system-wide forecast was available, pro-
Jected data were used in the analysis.

Composition of the Sample

Data from approximately 99 percent of the
respondents (2,808 of 2,831) to the Annual
Survey of Colleges were examined as part
of this year's analysis. Following past
practice, the sample was further reduced
to include only those institutions for which
two consecutive years' worth of current

Table A. Composition of Sample for Tuition and Fees (T&F) Analysis

Sample N Percentage of institutions
included in in Sample where
Universe T&F Analysis T&F are projected (not firm)
2-yr Public 1,004 690 (69%) <1% 3 schools
2-yr Privale 121 76 (63%) 0% 0 schools
4-yr Public 556 503 (90%) 0% 0 schools
4-yr Private 1,150 1,015 (88%) 0% 0 schools

price and enrollment data was available
(see Table A). The purpose of this restric-
tion is to minimize the distortions that
might otherwise be caused by institutions
responding one year and not the next, and
thus appearing and disappearing in the
sample.

Because institutions are not required to re-
port information in all categories, rates of
response vary considerably by budget com-
ponent. With the single exception of "Books
and Supplies.” which draws aresponse rate
similar to that for "Tuition and Fees,” av-
erages in particular cells (e.g., room and
board) are always derived from smaller
subsets of the whole. Tables such as the
foregoing are constructed for every data cell
to ensure that there are sufficient observa-
tions to support analysis.

Restricting the analysis to those institu-
tions for which two consecutive years'
worth of data are available also requires
that CSS annually recompute the base-year
averages at the same time as it calculates
new averages and rates of change. Thus,
the base-year values for 1998-99 used in
this new analysis differ somewhat from
the 1998-99 averages that were reported
last year.

“Fixed Charges” and “Estimated Expen-
ditures”

The 1999-2000 data analysis differentiates
between fixed charges (sometimes also
called “"direct charges”), such as tuition,
fees, and on-campus room and board, and
estimated student expenditures in non-
fixed budget categories, such as books and
supplies, transportation, personal ex-
penses, and commuters’ board-only ex-
penses.

Both kinds of expenses should be taken
into account by families in planning to
meet educational expenses, and by insti-
tutions in constructing student aid bud-
gets for purposes of determining need and
eligibility. However, students do have
some degree of discretionary control over
the non-fixed components of their bud-
gets.

“Enrollment-Weighted” and
“Unweighted” Averages

This report provides enrollment-weighted
averages, or average prices, that students
confront. The College Board also calculates
unweighted average tuition charges.

TABLE 15. Average Fixed Charges for Undergraduates, 1999-00 (unweighted)

oy inh S b 5

Sector

1998-99 % Change

Aot

Four-Year Private

12,89

12,311

5% 5,224

* The sample was too small to provide meaningful information.
These averages are NOT weighted for enrollment. as in Table 1.

SOURCE: Annual Survey of Colleges, The College Board. New York, NY.

1999-00




Weighted and unweighted averages rep-
resent two different vantage points from
which costs can be viewed:

» The experience of the average student
in incurring charges |weighted|, and

» An averaging of institutional charges
[unweighted]|.

When weights are used in the calculations,
fixed charges and estimated expenditures
reported by colleges with larger enroll-
ments are weighted more heavily than in-
stitutions with smaller enrollments. When
calculations are performed without
weighting, the fixed charges and esti-
mated expenditures of all reporting insti-
tutions are treated the same and simply
averaged.

Neither set of averages is more or less “cor-
rect” than the other; they simply describe
different phenomena. The College Board
produced weighted averages for the first
time in 1987, having previously computed
unweighted averages only. The College
Board believes that the weighted averages
are generally more helpful to students and
families in planning to meet future edu-
cation expenses, as well as more easily
compared with other enrollment-
weighted data produced by other major
data sources.

However, some researchers, policy ana-
lysts, and academic administrators find
the unweighted averages useful in main-
taining ongoing longitudinal studies and
evaluating a particular institution’s prac-
tices against a larger set. Thus the College
Board continues to compute and publish
unweighted averages as well. For addi-
tional information on how the weights are

applied, please contact the College Board
or visit College Board Online.

Inflation Adjustment

The Consumer Price Index for all urban
dwellers (the CPI-U) is used to adjust for
inflation. Updated CPI data are available
from the Bureau of Labor Statistics website
{http://stats.bls.gov/cpihome.htm). The aca-
demic base year for 1998-99 was extrapo-
lated from current CPI data and is inclu-
sive of July 1999 to June 2000 (estimated).

Formula for
Constant Dollar Conversion

The table below provides academic and
calendar year CPI data. The factor column
provides the user with a multiplication
factor equal to that of CPI (base year) di-
vided by CPI (current year), as illustrated
in the right-hand side of the above equa-
tion. A simple multiplication of a current
year figure by the associated factor will
yield a constant-dollar result.

Consumer Price Index (1982-84=100)

Academic Year Calendar Year
Year CPl Faclor | Yecar CPl Factor
1.3089 |§ 1240 13352
1.2411 |*1990% 1307 1.2668
1.2025 |B1991% 1362 1.2153
11661 s 1403 1.1796
11367 |1 1445 1.1458
1.1050 3 1482 1.1166
1.0757 1524 1.0862
1.0459 156.9  1.0552
1.0276 |19 1605  1.0311
1.0109 162.9  1.0163
1.0000 ¢ 165.5  1.0000

Data Limitations

The longitudinal data provided in this re-
port provide a best approximation of the
changes in fixed and non-fixed costs from
year to year. Because the institutional
sample varies slightly each year, annual in-
creases reported on longitudinal tables may
vary slightly from actual increases. This,
however, does not apply to the annual
changes reported for 1999-00 and 1998-99,
as these data are derived from the exact
same sample of institutions.

Data from years prior to 1984-85 were ex-
tracted from the National Center for Edu-
cation Statistics’ Integrated Postsecondary
Education Database System (IPEDS). Dif-
ferences in the collection and analysis of
IPEDS data and the College Board's An-
nual Survey of Colleges data result in slight
variations in terms of average tuition and
fee charges for institutions. Some of these
differences may be attributed to the en-
rollment weights attached to the ASC data.
Internal analysis, however, shows that the
two data sets track very closely.

Canadian Tuition and Fee Data

Quebec data includes both in and out of
province students in the weighted-aver-
age calculation. British Columbia includes
both public and private institutions in the
weighted-average calculation. Data is
compiled from Statistics Canada. Cur-
rency exchange rate of $1.47536 as of Sep-
tember 27, 1999.
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Affordability

HIGHLIGHTS
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For the 1999-00 academic year, the average tuition charged by public four-year colleges and universities
is $3,356, up from $3,247 in 1998-99, an increase of 3.4 percent. Private four-year college tuition increased
by 4.6 percent, from $14,709 to $15,380. Two-year public and private institutions are charging an average
of $1,627 and $7,182 respectively, up 4.7 and 3.5 percent respectively. The average surcharge for out-of-
state or out-of-district students at public institutions is $3,191 at two-year colleges and $5,350 at four-year
colleges. (Tables 1 and 4)

The Southwest offers the lowest tuition rates at both private and public four-year institutions (811,275
and $2,536 respectively). New England has the highest rates, averaging $20,171 at four-year private insti-
tutions and $4,727 at four-year publics. (Table 4)

This year’s room and board charges are between 3.6 and 4.8 percent higher than the previous year. Room
and board averages $5,959 at four-year private colleges and $4,730 at four-year public colleges. {Table 1)

In the 1970s there was little, if any, real growth in college prices. Since 1980, however, college prices
have been rising at twice and sometimes three times the Consumer Price Index. Over the ten-year
period ending in 1999-00, after adjusting for inflation, average public four-year tuition and fees rose 51
percent compared to 34 percent for private four-year colleges. Since 1980-81, both public and private
four-year college tuitions increased on average more than 110 percent over inflation. Private college
tuition rose most sharply in the early and mid-1980s, while public tuition increased the most in the
late 1980s and early 1990s. (Figure 4; Tables 5 and 6a)

More than half of the students attending four-year institutions pay less than $4,000 in tuition and fees,
and almost three quarters face tuition charges of less than $8,000. About 7 percent attend institutions
charging tuition of $20,000 or more per year. For most Americans, college remains accessible, especially
“with the availability of more than $64 billion in financial aid. (Figures 1 and 8; Table 9; also see compan-
ien Trends in Student Aid report)

Combined with stagnant family income over the past 15 years, however, trends in college tuition present
serious problems for low- and moderate-income families. While average, inflation-adjusted tuition has more
than doubled at both public and private four-year institutions, median family income has risen only 22 per
cent since 1981. Student aid, meanwhile, has increased in total value, but not enough to keep pace with the
rise in tuition, and most of the growth in aid has been in the form of student borrowing. (Figure 6)

Median family income, moreover, tells only part of the story, because incomes have grown steadily less
equal during the 1980s and 1990s. The share of family income required to pay college expenses has in-
creased for many families, but it has gone up the most for those on the lower rungs of the economic
ladder. (Figure 7; Table 8)

College is an investment for a lifetime. Bachelor's degree recipients earn 75 percent more (on average)
than those with only a high school diploma. Over a lifetime, the gap in earning potential between the
high school diploma and the BA (or higher) exceeds $1,000,000. While the cost of college may be impos-
ing to many families, the cost associated with not going to college is significant . (Figure 13; Table 12)

In 1995-96, tuition and fees covered 28 percent of the revenue raised by institutions of higher education.
Although the federal government is responsible for about three-quarters of available student financial
aid, it contributes only 12 percent of the total revenues of colleges and universities. The states contribute
approximately twice that amount. In 1980-81, tuition and fees generated 21 percent of the revenue of
institutions. In the intervening years, a decline in state and federal funding for higher education has
shifted more of the cost burden to students and families. (Figure 11)

Enrollment in postsecondary education has been rising for all income groups in the 1980s and 1990s. Yet
an individual's chances of entering and completing college remain closely correlated with economic back-
ground and circumstance. Wide gaps in opportunity persist between those at the bottom of the income
ladder and those at the top. (Figure 9; Table 10).
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