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Income Protection Allowance 
(single/married/married with 

both in college)

Minimum HOPE + Pell Number of 

new
recipients

Cost

$9,150/$12,030/$9,890 $1,500/$!,425/$l,100 218,000

$8,000/$ ll,000/$8,000 $l,500/$l,275/$850

$7,000/$ 10,000/$7,000 $l,358/$975/$750

$5,500/$8,500/$5,500 $l,058/$675/$625

$3,000/$6,000/$3,000 $608/$225/$400

What about dependent student earnings? Another group that some have suggested are at risk 
of being left out are poor families in which a dependent student has earnings (such as from a 
summer job). The current formula only protects $1,750 of dependent student’s earnings, which 
means that his or her eligibility for Pell Grants could quickly be diminished even if the parents’ 
income is quite low. Fixing this problem costs about $50 million for each $250 that this IPA is 
increased. Protecting twice as much income ($3,500) as some have suggested would cost

[Is there a way that nwney can be saved in the program? This might be an appropriate time to 
consider raising the minimum Pell Grant. Currently, someone who is eligible for $200 actually 
receives a $400 grant. Creating a true minimum of $500 (those who are eligible for less get zero) 
would save about. Because of the $300 increase in the maximum grant in FY 1998, 
all current recipients’ eligibility will increase by $300 (assuming their income is constant). 
Therefore, raising the minimum this year (rather than another year when the maximum is not 
increased) will not result in anyone losing eligibility.]
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S. A. Noe

09/24/97 12:37:15 PM 

Record Type: Record

To: Robert M. Shireman/OPD/EOP

cc: Wayne Upshaw/OMB/EOP, Barry White/OMB/EOP
Subject: Re: I desperately need to know^

Different Income Protection Allowance policies

(Current law, $3,000 maximum, February assumptions used.)

Cost Total Recipients

$528 M 3,954,000Option 1 ($7,000/$10,000/$7,000) 

Option 2 ($7,000/$11,000/$7,000) 

Option 3 ($8,000/$11,000/$8,000) 

Option 1 with a true $500 minimum $475 M

$539 M 3,957,000

$628 M 3,983,000

3,798,000

In comparison to the current minimum policy, a true $500 minimum policy saves money as well as 
reduces the number of recipients.

At the moment, I do not have the costs of options 2 and 3 with a $500 minimum award policy.

By the way, CBO estimated that the President's policy would cost $8,109 million ($7,325 million for the 
$3,000 maximum policy; $784 million for the expanded independent student eligibility policy). By 
constrast, ED estimated (in February) that the $3,000 maximum policy would cost $7,081 million and 
$725 million for the expanded independent student policy.



Fable 1 Single Independents Without Children, $3,000 Pe» Maximum. $3.250 Tuition

1998
Income

$3,000 IPA (Current Law)

$0
1,000
2,000
3.000
4.000
5.000
6.000
7.000
8.000 
9,000

10,000
11,000
12,000
13.000
14.000
15.000
16.000
17.000
18.000
19.000
20.000 
21,000 
22.000
23.000
24.000
25.000

Pell Grant
$3,000

3,000
3,000
3,000
2.733
2,291
1,850
1.412
1,045

678
400

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

HOPE
$0
0
0
0
0
0
0
8

158
308
458
608
758
908

1,058
1,208
1,358
1,500
1,500
1,500
1,500
1,500
1.500
1.500
1.500 
1,500

Federal
Benefit
$3,000

3,000
3,000
3,000
2,733
2.291
1,850
1,419
1,202

986
858
608
758
908

1,058
1,208
1,358
1,500
1,500
1,500
1,500
1,500
1,500
1,500
1,500
1,500

$9,150 IPA (ED 1998 Proposal)

Pell Grant HOPE
$3,000
3.000
3.000
3.000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
2.653 
2,286 
1,919 
1,553 
1,186

819 
452 

0 
0 
0 
0 
0 
0 
0

$0
0
0
0
0
0
0
8

158
308
458
608
758
908

1,058
1,208
1,358
1,500
1,500
1,500
1,500
1,500
1,500
1,500
1,500
1,500

Federal
Benefit
$3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,008
3,158
3.250
3.250
3.250 
3,250 
3.194 
2,977 
2,760 
2,543 
2,319 
1.952 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500

$5,500 IPA (Alternate Proposal)

Pell Grant
$3,000 

3,000 
3,000 

3,000 
3,000 
3,000 
3,000 
2,662 
2,295 
1,928 
1,561 
1,195 

828 
461 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0

HOPE
$0
0
0
0
0
0
0
8

158
308
458
608
758
908

1.058
1,208
1,358
1,500
1,500
1,500
1.500
1.500
1.500
1.500
1.500
1.500

Federa
Benefit
$3,000

3.000 
3.00C
3.000
3.000 
3,000 
3,000 
2.669 
2.452 
2,236 
2.019 
1,802 
1.585 
1,369 
1,058 
1,208 
1,358 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500
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1998
Income

$0
1,000
2,000
3.000
4.000
5.000
6.000
7.000
8.000 
9,000

10,000
11,000
12,000
13.000
14.000
15.000
16.000
17.000
18.000
19.000
20.000 
21,000 
22,000
23.000
24.000
25.000

Married Independents Without Children. One in College, $3,000 Pell Maximum. $3.250 Tuition

$6,000 IPA (Current Law)

Pell Grant
$3,000

3,000
3,000
3,000
3,000
3,000
3,000
2,908
2,466
2,024
1,583
1,141

699
400

0
0
0
0
0
0
0
0
0
0
0
0

HOPE
$0

0
0
0
0
0
0
0
0
0
0
0
0

75
225
375
525
675
825
975

1,125
1,275
1,425
1,500
1,500
1,500

Federal
Benefit
$3,000

3,000
3,000
3,000
3,000
3,000
3,000
2,908
2,466
2.024
1,583
1,141

699
475
225
375
525
675
825
975

1,125
1,275
1,425
1,500
1,500
1,500

$12,030 IPA (ED 1998 Proposal)

Pell Grant
$3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
2.943
2,576
2,210
1,843
1,476
1,109

743
400

0
0
0
0

HOPE
$0

0
0
0
0
0
0
0
0
0
0
0
0

75
225
375
525
675
825
975

1,125
1,275
1,425
1,500
1,500
1,500

Federal
Benefit
$3,000

3,000
3,000
3,000
3.000
3.000
3.000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,075 
3,168 
2,951 
2,735 
2,518 
2,301 
2,084 
1,868 
1,675 
1,425
1.500
1.500 
1,500

$8,500 (PA (Alternate Proposal)

Pell Grant
$3,000

3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
3,000
2,833
2,391
1,949
1,545
1,178

811
445

0
0
0
0
0
0
0
0
0

HOPE
$0

0
0
0
0
0
0
0
0
0
0
0
0

75
225
375
525
675
825
975

1,125
1.275
1,425
1,500
1,500
1,500

Federal!
Benefit
$3,000

3.000
3.000
3.0001
3,000|

3.000
3.000 
3.000
3.000
3.000 
2,833 
2,391 
1.949 
1,620 
1,403 
1,186

970
675
825
975

1.125
1.275
I.425I
1.500
1.500
1.500
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Table 3a Married Independents Without Children, Both in College, $3,000 Pell Maximum, $3,250 Tuition

$3,000 IPA (Current Law) $9,890 IPA (ED 1998 Proposal) $5,500 IPA (Alternate Proposal)

1998 Federa Federal Federa
Income Pell Grant HOPE Benefit Pell Grant HOPE Benefit Pell Grant HOPE Benefit

$0 $3,000 $0 $3,000 $3,000 $0 $3,000 $3,000 $0 $3,000
1,000 3,000 0 3,000 3,000 0 3,000 3,000 0 3,000
2,000 3,000 0 3,000 3,000 0 3,000 3,000 0 3,000
3,000 3,000 0 3,000 3,000 0 3,000 3,000 0 3,000
4,000 2,867 0 2,867 3,000 0 3,000 3,000 0 3,000
5,000 2,646 0 2,646 3,000 0 3,000 3,000 0 3,000
6,000 2,425 0 2,425 3,000 0 3,000 3,000 0 3,000
7,000 2,204 0 2,204 3,000 0 3,000 2,829 0 2,829
8,000 1,983 0 1,983 3,000 0 3,000 2,608 0 2,608
9,000 1,762 0 1,762 3,000 0 3,000 2,387 0 2,387

10,000 1,541 0 1,541 3,000 0 3,000 2,166 0 2,166
11,000 1,320 0 1,320 3,000 0 3,000 1,945 0 1,945
12,000 1,100 0 1,100 2,822 0 2,822 1,725 0 1,725
13,000 897 75 972 2,620 75 2,695 1,522 75 1,597
14,000 714 225 939 2,437 225 2,662 1,339 225 1,564
15,000 531 375 906 2,253 375 2,628 1,156 375 1,531
16,000 400 525 925 2,070 525 2,595 972 525 1,497
17,000 0 675 675 1,886 675 2,561 789 675 1,464
18,000 0 825 825 1,703 825 2,528 606 825 1,431
19,000 0 975 975 1,520 975 2,495 422 975 1,397
20,000 0 1,125 1,125 1,336 1,125 2,461 400 1,125 1,525
21,000 0 1,275 1,275 1,153 1.275 2,428 0 1,275 1,275
22,000 0 1,425 1,425 970 1,425 2,395 0 1,425 1,425
23,000 0 1,500 1,500 786 1,500 2,286 0 1,500 1,500
24,000 0 1,500 1,500 603 1,500 2,103 0 1,500 1,500
25,000 0 1,500 1,500 419 1,500 1,919 0 1,500 1,500

corrected: 9/4/97
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1998
Income

$0
1.500
3.000
4.500
6.000
7.500 
9,000

10.500 
12,000
13.500
15.000
16.500
18.000
19.500 
21,000
22.500
24.000
25.500
27.000
28.500
30.000
31.500
33.000
34.500
36.000
37.500

$3,000 IPA (Current Law)

Pell Grant
$6,000

6,000
6,000
5,512
4,850
4,187
3,524
2,862
2,199
1,611
1,061

800
0
0
0
0
0
0
0
0
0
0
0
0
0
0

HOPE
$0

0
0
0
0
0
0
0
0

150
375
600
825

1,050
1,275
1,500
1,725
1,950
2,175
2,400
2,625
2,850
3,000
3,000
3,000
3,000

Federal
Benefit
$6,000
6,000
6,000
5,512
4,850
4,187
3,524
2,862
2,199
1,761
1,436
1.400 

825
1,050
1,275
1,500
1,725
1,950
2,175
2.400 
2,625 
2,850 
3,000 
3,000 
3,000 
3,000

$9,890 IPA (ED 1998 Proposal)

Pell Grant
$6,000 
6,000 
6,000 

6,000 
6,000 
6,000 
6,000 
6,000 
5,644 
5,056 
4,506 
3,956 
3,406 
2,856 
2,306 
1,756 
1,206 

800 
0 
0 
0 
0 
0 
0 
0 
0

HOPE
$0

0
0
0
0
0
0
0
0

150
375
600
825

1,050
1,275
1,500
1,725
1,950
2,175
2,400
2,625
2,850
3,000
3,000
3,000
3,000

Federal
Benefit

$5,500 IPA (Alternate Proposal)

$6,000
6,000
6,000
6,000
6,000
6,000
6,000
6,000
5,644
5,056
4,506
3,956
3,406
3,250
3,250
3,250
2,931
2,750
2,175
2,400
2,625
2,850
3.000
3.000 
3,000 
3,000

Pell Grant
$6,000 
6,000 

6,000 

6,000 
6,000 
5,437 
4,774 
4,112 
3,449 
2,861 
2,311 
1,761 
1,211 

800 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0

HOPE
$0

0
0
0
0
0
0
0
0

150
375
600
825

1,050
1,275
1,500
1,725
1,950
2,175
2,400
2.625
2,850
3,000
3,000
3,000
3,000

Federa
Benefi
$6,001 
6,00 

6,00( 

6,00 
6,00 
5,43 
4,774 
4,112 
3,449 
3,01 
2,686
2.36
2.036
1.850 
1,275 
1,500 
1,725 
1,950 
2,175 
2,400 
2.625
2.850 
3,000 
3,000 
3,000 
3,000

corrected: 9/4/97
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ent. W,nHKChlMrM,,$3.Doop.,,M.^---------------------

$3,000 IPA (Cuirert Law) $7,000 IPA (Alternale Proposal)
$8,000 IPA (AAernate Proposal)

1998
Income Federal

Benefit
Pemant 

$3,000
HOPE Benefit Pell Grant HOPE PdlGram HOPE$3,000 Benefit$3,000 $3,000

3.000
3.000
3.000
3.000
3.000 
3.000 
3.008 
3.158 
2.986 
2.769 
2.552 
2.335 
2.119 
1,902 
1,685

$3,0003,000

3.000
1,850

3.000

3.008
3.158
31250
3.250
3052
2,835
2,619

3.000
3,000

10,000 3,000
11,000
12.000
13.000 2,078
14.000 1,05815.000 1.20816.000 1,2031.35817.000

18.000
19,000
20,000
21,000

1 5001,50022,000 1.5C0
23.000 1,500
24.000
25,000

1,500

corrected: &4/97



o

^—I ^o’
o:
o

LD

CN

cn
to
CN

CL
LlJ
CO

LO

00

I
in
cn
to

I
CNl
o
CN

z
a

cr
o
Q
LlJ

TafcteS Mamed If LWitfcoutChildren. Ona |n c<

1998
Income

$0
1,000 
2.0001 
3l000l

4.000
5.000
6.000
7.000
8.000 
9.000

10.000 
11,000 
12.000
13.000
14.000
15.000 
16.C00
17.000
18.000
19.000
20.000 
21,000 
22,000
23.000
24.000
25.000

«.OOOIPA(Cn«mUw) *ia000IPA(Atema®P«>pMal)
$3,000 Peii Maximum. S3^

Pgil Grant HOPE
$3,000
3.000
3.000
3.000
3.000 
3.000 
3.000 
2.908 
2,466 
2.C24 
1,583 
1,141

699
400

0
0
0
0
0
0
0
0
0
0
0
0

$0
0
0
0
0
0
0
0
0
0
0
0
0

75
225
375
525
675
825
975

1.125
1.275
1.425
1.50C
1,500
1,500

Federal
Benefit
$3,000
3.000
3.000
3.000
3.000 
3.000 
3.000 
2.908

$11,000 IPA (AKernate Proposal)

2.466 
2.024 
1,583 
1,141 

699 
475 
225 
375 
525 
675 
825 
975 

1 125 
1,275 
1.425 
1500 
1,500 
1,500

Peg Grant HOPE 
$3,000 
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000 
2,099 
2,295 
1.928 
1.561 
1,195

828 
461 

0 
0 
0 
0 
0 
0 
0

$0
0
0
0
0
0
0
0
0
0
0
0
0

75
225
375
525
675
825
975

1.125
1.275
1.425
1,500
1,500
1,500

Federal
Benefit
$3,000

3.000
3.000
3.300
3.000
3.000
3.000
3.000
3.000 
3.000 
3.000 
3.000 
2,699 
2,370 
2,153 
1,938
1.720
1.503
1.286

975
1,125
1.275
1,425
1.500
1.500 
1.500

PeU Grant HOPE
$3,000

3.000 
3.C00
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000 
2,795 
2.428 
2.061 
1.695 
1,328

961
594
400

0
0
0
0
0

SO
0
0
0
0
0
0
0
0
0
0
0
0

75
225
375
525
675
825
975

1,125
1275
1,425
1.500
1.500
1.500

Fectera
Benefit
$3,000
3.000
3.000
3.000
3.000
3.000
3.000 
3,000( 
3.000|
3.000 
3000
3.000
3.000 
2271 
2,353 
2.436 
2.220 
2.003 
1.786 
1,569 
1.525 
1.275 
1.425
1.500
1.500 
1.500

corrected: 9f4/97
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$3,000 IPA(CunrentLavw) $7.0001PA (Aitemale Proposal) $8,000 IPA (Arterrwite ProposaJ)
1098

Income
Federal
Benefit

Federal
Benefit

PeU Grant Federal
Benefit

HOPE Pell Grant HOPE PeU Grant$0
1.000 
2,000
3.000
4.000
5.000
6.000
7.000
8.000 
9.000

10.CO0
11,000
12.000
13.000
14.000
15.000
16.000
17.000
18.000
19.000
20.000 
21.000 
22.000
23.000 
24.0C0
25.000

$3,000 $3,000
3.000
3.000
3.003
2.867
2.646
2.425
2.204
1.983
1.762

$3,000 $3,000
3.000
3.000 

3,COO
3.000

$3,0003.000
3.0003.COO

3.000
3,000 3.000
3.000
3.000 
2.983 
2.762 
2.541 
2.320 
2.100 
1,972 
1.939 
1.9C6 
1.872 
1.839 
1.806 
1.772 
1.739 
1.705 
1.825
1.500
1.500
1.500

1,983
3.000

2,7011.320
1.10c 2.100

1,897

1.4U

1.0471,125 1.125
1.275
1,425

1.500

1.500 1.5C0

correctedr 94/97
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$3^00 IPA (Current Law)

1998
Income

$0
1.500
3.000
4.500
6.000
7.500 
9,000

10.500 
12,000
13.500
15.000
16.500
18.000
19.500 
21.000
22.500
24.000
25.500
27.000
28.500
30.000
31.500
33.000
34.500
36.000
37.500

Pefl Grant
$6,C00
6.000
6,000
5.512
4.850
4,187
3,524
2,862
2,199
1.611
1,061

800
0
0
0
0
0
0
0
0
0
0
0
0
0
0

HOPE

so
0
0
0
0
0
0
0
0

150
375
600
825

1,053
1,275
1,500
1,725
1,950
2.175
2.400
2.625
2.850
3,000
3.000 
3.00C
3.000

Federal
Beneft

$7,000 IPA (Alternate Proposal) $8,000 IPA (Altenatt Proposal)

$3,000 
6,083 
6.000 

5.512 
4.850 
4.187 
3,524 
2,882 
2.199 
1.761 
1,436 
1,400 

825 
1.050 
1,275 
1.50Q 
1.725 
1.958 
2,175 
2400 
2.625 
2.850 
3.000 
3.000
3.000
3.000

Pell Grant HOPE
$6,000

6.00C*
6,000
6.000
6.000
6,000
5.524
4,862
4.199
3,611
3,061
2.511
1,961
1,411

861
0
0
0
0
0
0
0
0
0
0
0

$0
0
0
0
0
0
0
0
0

150
375
600
825

1,050
1,275
1,500
1,725
1.960
2.175
2.400
2.625
2,850
3,000
3,000
3,000
3,000

Federal
Benefit
$6,000
6.000

Pell Grant

6,000 

6,000 
6,000 
6,000 
5.524 
4.832 
4,199 
3,611 
3.250 
3.111 
2.786 
2,461 
2,136 
1.500 
1.725 
1,950 
2.175 
2.4C0 
2.625 
2.850
3.000
3.000 
3.000 
3.000

56.000 
6.000
6.000 

6.000 
6,000 
6,000 
6,0C0 
5,362 
4,699 
4.111 
3.561 
3,011 
2,461 
1.911 
1,361

811
0
0
0
0
0
0
0
0
0
0

1,050
1,275
1,500
1.725
1.950
2.175
2 400
2,625
2.850
3.000
3.000
3.000
3.000

HOPE
Federal
Benefrt

$0 $6,000
0 6,000
0 6,000
0 6000
0 6000
0 6,000
0 6,000
0 5.362i
0 4.699)

150 4,11 if
376 3.56ll
600 3.250(
825 3.250|

2.961
2.636
2.31l[
1.72«
1.9501
2.175|
2.40o|
2,625)
2.850[
3.0001
3,000| 
3,00f
3.0001

corrected: 9^4/97
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FY98 Pell Grant Update

Income Protection PorinrPQ

Cla/s and ACE's proposal

CJa/s proposal but with $3,500 !PA for 
dependent students

(^ouse Subcommittee Proposal

House Subcommrttee Proposal with Lower 
Dependent I PA

One Third Increase Attemative 

Current Lav/Allowances 

President's Budget Proposal

tncome Protection Allowances

Dependent Students

independent Students without Chltrimn 
Single
Married, One in College 
Married, Two in College

Budget Ser\'ice

BA (Millions) 
Needed After 

$96 Million 
Carryover

Shortaae (Millions) Comnarerl tn

Pell Grant 
Recioienls

Estimated Cost 
(Millions)

$7,635
Million

President's
Reauest

$6,910
Million

Senate
Committee

$7,438
Million
House

Committee
4,155,000 $8,002 $7,906 $271 $996 $468

4,114,000 S7.905 37,809 $174 $899 $371
4,020.000 $7,669 $7,573 (362) $663 3135

3,962,000 $7,535 $7,439 (SI96) $529 $1
3,945,000 $7,436 $7,340 (3295) $430 (S98)
3,842,000 $7,154 $7,058 (3577) $148 ($360)
4,065,000 $7,689 $7,793 S158 3883 $355

Current Lav/
President's
Proposal

CJay/ACE
Proposal

House
Subcomitlee

Proposal

Reduced
Dependent

IPA

One Third 
Increase 

Alternative
SI, 750 $1,750 $4,200 $2,500 $1,850 $2,330

$3,000
S6,000
$3,000

$9,150
$12,030
$S,980

$6,000
$9,000
$6,000

$5,500
$8,500
$5,500

$5,500
$8,500
$5,500

$4,000
$8,000
$4,000

mCP

c=>rv>

9/3/97
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Barry White 
09/23/97 10:14:05 AM

Record Type: Record

Robert M. Shireman/OPD/EOP, Barbara Chow/WHO/EOP, Charles E. Kieffer/OMB/EOP

cc:
Subject; A little on the politics of the Pell issue 

per Barbara's request.
Forwarded by Barry White/OMB/EOP on 09/23/97 10:12 AM

S. A. Noe

09/23/97 09:53:50 AM 

Record Type: Record

To: Barry White/OMB/EOP

cc: Wayne Upshaw/OMB/EOP
Subject: Re: Appropriations stuff N EEDED TU ESDAY A.M.|^

I assume that your last question on Pell does not require a written answer on paper. Below is some 
information I have gathered so far.

House side: When the House included $528 million for Pell independent students, Obey did not expect 
that authorizers would enact the changes in a timely fashion.

Obey is also not very enthusiastic about recent activities by Clay people. Clay staffers, working with 
Republican staffers, are trying to introduce some sort of HEA amendment package in the very near 
future. That package is expected to include student loan consolidation options as well as independent 
student changes. Clay believes that including independent student changes in that packet would be an 
important signal to appropriators that authorizers are serious about the independent student policy.

Senate side: Harkins is not very enthusiastic about authorizing the independent student changes and 
funding the policy, either. However, Sen. Snowe sent to appropriators a letter that independent student 
changes should be made in this year's appropriation bill. This letter contains 18 Republican members' 
signitures.
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PELL GRANTS - FY 1998 APPROPRIATIONS

President Request House Senate
(in millions of dollars)

BA $7,635 $7,438 $6,910
OL $6,531 $6,386

$6,386

[Max award $3,000 $3,000
$3,000]

House Action: The House Report allows the use of up to $528 million in BA to expand the 
independent student eligibility, if changes in the Pell grant eligibility are subsequently enacted. 
The bill is therefore scored with no outlay effect of the $528 million — that is, no additional 
outlays are generated beyond the cost of supporting the $3,000 maximum award policy.

Possible Alternative

Authorize independent student eligibility in the FY 1998 appropriation bill, as requested 
(not contingent upon the enactment of a HEA reauthorization bill). [Analogous to how the 
$3,000 maximum award is established]

Fund the independent student policy at the House funding level ($528 million in BA; $71 
million in outlay in FY1998). The specific policy would provide a smaller income 
protection allowance (IPA) than the President’s original policy. (The income protection 
allowance is a fixed amount of the student’s income, based on the student’s household size 
and number of household members in college, that is excluded from need determination 
for the Federal student aid programs.)

The alternative policy would provide IPA of $5,500, $8,500 and $5,500, respectively for 
unmarried, married with one in college, and married with two in college. The President’s 
policy would make the IPA for independent students without children equivalent to what 
is currently used for other students by raising the IP As from $3,000, $6,00, and $3,000 to 
$9,150, $12,030, and $9,890, for unmarried, married with one in college, and married 
with both in college, respectively.

Although the alternative policy provide smaller EPA than the President’s original policy, 
the alternative policy would make the treatment of independent students much more 
equitable than the current law.
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FY 1998 Pell Grant Program Cost

ED’S February 1997 budget submission requested $7,806 billion for Pell grants. This amount 
would not only finance a $3,000 maximum award (a $300 increase over 1997), but also would 
expand program eligibility for independent students who have no children of their own This 
would be accomplished by raising the income protection allowances (IPAs) for theses students 
from $3,000-$6,000--$3,000 to $9,15a-$12,030-$9,890 for unmarried, married with one in 
college, and married with both in college, respectively. Under this request, 4 009 million 
students would receive Pell Grants in 1998.

p’s summer re-estimate increased tlie anticipated 1998 program cost by about $82 million to 
$7,889 billion, for 4.065 million students. Additionally, about $96 million in unused funds from 
the 1997-98 award year are expected to be available for expenditure in 1998.

Both the House and Senate Appropriations Committees have provided $6,910 billion to fund a 
$3,000 Pell grant maximum, absent any other need analysis changes. However, the House has 
reserved an additional $528 million to finance modifications to the student aid eligibility 
formula. That is, the House Appropriations mark is, at most, $7,438 billion if additional changes 
to the authorizing legislation, beyond the maximum award, are enacted.

Clearly, neither the Senate nor the augmented House Appropriations marks provide sufficient 
funding to meet ED’s request. However, childless independent student IPAs could be raise 
somewhat above current levels xvithin the augmented House Appropriations mark. Furthermore 
the dependent student IPA (currently $1,750) could similarly be increased to increase eligibility’ 
for working dependent students.

Raising the IPAs for independent smdents who are unmarried, married with one in college and 
married with both in college to $5,500^$8.500—$5,500, respectively, and increasing the ’ 
dependent student IPA by $100 to $1,850 would cost $7,535 billion and provide grants to 3.962 
million students. This is just $1 million more than the House mark ($7,438 billion) plus the 
accumulated Pell surplus ($96 million).

1 he 1992 HEA Amendments made the need analysis changes that affect tliese students. The 
primary goal of the changes was to rrierge two separate need analyses (one for Pell grants and 
another for student loans and the campus-based programs) into a single methodology. The 

consequence was to remove approximately 200,000 students from Pell grant eligibility as well as 
to reduce (from 18.4 percent to 3.4 percent) the share of Pell grants received by the remaining 
students in this category who were subject to the new need analysis formula.

The legislative history of this issue shows that Congress, in the Higher Education Technical 
Amendments Act of 1993, provided for a special authorization to alleviate inequities created by 
the 1992 need analysis changes. Academic year 1995-96 was the last year for which an 
appropriation was authorized. No funds were ever appropriated.

Today, a change in the need analysis is essential to avoid a gap in Federal assistance to these
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low-mcome sUidents. Under the current need analysis, such students with incomes in the 
$10,000 to $20,000 range are sometimes “too wealthy” to share the increased Pell grant awards 
but ‘too poor” to qualify for much, if any, of the new HOPE and Lifetime Learning tax credits 
due to low income tax liability. Students with incomes above $20,000 have sufficient tax 
liability to benefit substantially from tlte new tax credits.

In addition to lower-income students who are “too wealthy” for Pell grants, there are very low- 
mcome students who qualify for only a fraction of the maximum award. Using the

inflation assumptions, the 1998 poverty incomes will be about 
$»,-i00 and $11,200 for families with one and two members, respectively. An unmarried 
independent student with no children and an $8,300 income would be eligible under current law 
for a $950 Pell grant (assuming a $3,000 maximum). That is, a poverty-level student would set 
one-third the Pell grant maximum. Under ED^s FY 1998 proposed policy, this student would 

S''2o'o grant. The alternative proposal ($5,500 IPA) would provide a

The attached Table 1 shows the income distribution of Federal benefits (Pell plus HOPE) for 
unmarried independent students without children under current law ($3,000 IPA) ED’s 1998 
proposal ($9,150) and an alternative IPA ($5,500). All cases assume a $3,000 Pell grant
maximum and mition and fees equal to $3,250, the estimated 1998 amount for a public four-vear 
institution.

This analysis is repeated for married students with one in college (Table 2) and when both are 
enrolled (Tables 3a and 3b). Table 3a displays the benefits for one student though both spouses 
are enrolled. Table 3b shows the “family” benefits (assuming both students are in their first two 
years of college). (Note that wider income bands are needed to show the full effect of the 
maximum $3,000 HOPE tax credit.)

OPE/I^PI
September 3, 1997
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Pdl Cost Estimates

1998-99

Case#
IVIflTimum

PcU
Siogle, Not 
Married

Single, MarrietL 
Spouse Not 
Enrolled

Single,
Married,
Spouse
Enrolled

Dependent 
Student IPA

Cost in bdlioos 
(includes 
administrative 
allowance)

Recipients 
in millions

180 $3,000 $3,000 $6,000 $3,000 $1,750 $7 .083 3.791

208 $3,000 $4,000" $7,000 $4,000 $3,855 $7 ,611 4.002
198^ $3,000 $4,500 $7,500 $4,500 $3,380 $7 .611 3.991

205 $3,000 $5,000 $8,000 $5,000 $2,960 $7 .611 3.983
^ 196 $3,000 $5,500 $8,500 $5,500 $2,600 $7 .611 3.976

206 $3,000 $6,000 $9,000 $6,000 $2,275 $7 .611 3,968

Source: U S Department of Education Pell Model, version 98a. Estimates run by CRS.
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Net Gain in
Net Gain in 
Recipients

Indep No Kid 

Recipients
Inde 
No Kids

Net Gain in 
Dep Recipients Total

From BaseuneRecipientsRecipientsFrom BaselmeRecipientsFrom BaselineRecipientsMaxPeD
baseline3,792,0001,439,000baseline673,000baseline1.680.000$1,750$3/6/3$3,000

210,0004,002,0001,439,00047,000720,000163,0001,843,000$3,855$4/7/4$3,000 199,0003,991,0001,439,00067,000740,000132,0001,812,000$3,380$4,5/7.5/45$3,000 191,0003,983,0001,439,00089.000762,000102,0001,782,000$2,960$5/8/5$3,000 184,0003.976,0001,439,000108,000781,00076,0001,756,000$2,600$5.5/8.5/55$3,000 176,0003,968,0001,439,000128,000801,00048.0001,728,000$6/9/6$3,000
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Table 2 From POVERTY.xls. all NPSAS ‘96 students, weighted

RUG 22’97 18:11 No .011 P.02

POVERTY1 POVERTY 2 .

Oependsncy 
tutui for financial 
aid 9S-96

iDGoma QbovB 
Povarly Lirta in 

1996

Inooma balow % wltn incoma
Povetry Lha in batow Poverty Lina 

1095 InIWS

Inooma.epc lnoorti^€FC 14 wlift Incom*-
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pareant of famlllaa 
(hat fall bebw (ha 
Poverty Line atlar 
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auMraciad

D»p9n0onl 7.265.739 eM.ebi 10% 7.207,188 893.403 11% 68.661 0.714
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d«pendani0 3,254.310 1.130.070 26U 2,878,442 1,618,847 36% 377.868 8.614

Indepondsnl whh 
dapandanti 2.713.620 1.368.907 34% 2.445,415 1.637,392 40% 288,406 8,814

Tolal 13,233.869 3,342,618 2014 12,529,045 4.047.642 24» 704,624 43%



From POVERTY.xls, NPSAS '96 students whose famBy imcome was below $2500 + the poverty line, weighted
POVERm POVERTY2

tncraaaain die 
numtwr oMmSn 
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Depsndsocy Nuniterof M«tat (tatLD 
wtianapptwHor 
ttrancM aid 96-96

kxafTM above 
Poverty l>ie in 

1996

Irtoone below % with ircofiie Inoooia-ETC maiiiH»«FC

Dw Prwsdv 1 ine El
KaMi ixoma-

:/* PoMvtv

thstfMbetowIhe 
Poverty Lme after 

BFCwas
(Uboactedslatui ft* tinaiTial 

aW9&«
4ependw49

[studeng 9S-9S (996 in 1996
avTFio 1 Leiw 6MH

in 1995
LBV d

in (995
r WW8yUhenl996

Oopordwl Zara
HoAmanwl or 
Saperdtod 158,805 834,852 S4H 126.437 867,220 875t 32,3® 3.3%

Mapantanl
wtthOLfl
d8fien(l«rTts Zara

McM fnarriod or 
Seinrated 292.409 968,795 77% 39,028 1,242,175 97% 253.380 19.0%

Married 41,Z72 150.1B4 78% 17,018 174,938 91% 24.754 ize%

ToW 334,181 1,138,379 77% 56,047 1.417,113 96% 278.134 IS. 9%

(ndepwKlwH, w*h 
<)epandenls One

Notmaniedor
Saparetad 69,840 520,032 68% 45,006 S44.766

1 24.754
42%

Manwl 2&96S 117,277 61% 16.197 12B.033 69% 10,755 7.9%

T«n
Ne( married or 
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OwraiTotal 704,306 3,342,8(8 B3% 306,365 X740.7M BZ% 397,941 9.9%
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From POVERTY.xls, NPSAS '96 students wtxjse family imcome was below $5000 + the poverty line, weighted
POVERTYI POVERTY 2
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From POVERTY.xls. NPSAS *96 students whose family imcome was below $7500 + the poverty line, weighted
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f:
Effect of EFC on the percentage of families under the poverty

line, by dependency status
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Effect of EFC on the percentage of families under the poverty
line, by dependency status
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Effect of EFC on the percentage of families under the poverty
line, by dependency status
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Effect of EFC on the percentage of families under the poverty
line, by dependency status
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Current Law; $3000 @ $3000 max

Federal Benefits by Income:
Single Independent Students Without Children

XD
CL,

CO

LO
CD

UJ
DD
6—

CD
I

<X>
OJ

I
CD

*Pell ^

Maximum HOPE■■■■ >-■'

S3,GOO $6,000 $9,000 $12,000 $15,000 $18,000 $21,000 $24,000
Income



AUG-26-97 TUE 05:43 PH P. 03/07

Single Independent, no kids 
FY 1998 
CY1998 taxes 

Std deduction 
Exemption 
Tax rate

Pell
CY 1997 IPA $3,000

$4,250 $4,150 STX 4.0%
$2,700 $2,650 Maximum $3,000

15% 15%

500
Income 1998 FIT EFC Pell

$0 0 0 3,000
$500 0 0 3,000

$1,000 0 0 3,000
$1,500 0 0 3,000
$2,000 0 0 3,000
$2,500 0 0 3,000
$3,000 0 0 3,000
$3,500 0 46 2,954
$4,000 0 267 2,733
$4,500 0 488 2,512
$5,000 0 709 2,291
$5,500 0 930 2,070
$6,000 0 1,151 1,850
$6,500 0 1,371 1,629
$7,000 8 1,577 1,423
$7,500 83 1,761 1,239
$8,000 158 1,944 1,056
$8,500 233 2,127 873
$9,000 308 2,311 689
$9,500 383 2,494 506

$10,000 458 2,678 400
$10,500 533 2,861 0
$11,000 608 3,044 0
$11,500 683 3,228 0
$12,000 758 3,411 0
$12,500 833 3,594 0
$13,000 908 3,778 0
$13,500 983 3,961 0
$14,000 1,058 4,145 0
$14,500 1,133 4,328 0
$15,000 1,208 4,511 0
$15,500 1,283 4,695 0
$16,000 1,358 4,878 0
$16,500 1,433 5,061 0
$17,000 1,508 5,245 0
$17,500 1,583 5,428 0
$18,000 1,658 5,612 0
$18,500 1,733 5,795 0
$19,000 1,808 5,978 0
$19,500 1,883 6,162 0
$20,000 1,958 6,345 0
$20,500 2,033 6,528 0
$21,000 2,108 6,712 0
$21,500 2,183 6,895 0
$22,000 2,258 7.079 0
$22,500 2,333 7.262 0
$23,000 2.408 7.445 0
$23,500 2,483 7,629 0
$24,000 2,558 7,812 0
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Clay/ACE: $6000 @ $3000 max

Federal Benefits by Income:
Single Independent Students Without Children
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Single Independent, no kids 
FY1998 
CY 1998 taxes 

Std deduction 
Exemption 
Tax rate

500

P, 05/07

Pell
CY 1997 IPA $6,000 '

$4,250 $4,150 STX 4.0%
$2,700

15%
$2,650

15%
Maximum $3,000

ncome 1998 FIT EFC Pell
$0 0 0 3,000

$500 0 0 3,000
$1,000 0 0 3,000
$1,500 0 0 3,000
$2,000 0 0 3,000
$2,500 0 0 3,000
$3,000 0 0 3,000
$3,500 0 0 3,000
$4,000 0 0 3,000
$4,500 0 0 3,000
$5,000 0 0 3,000
$5,500 0 0 3,000
$6,000 0 0 3,000
$6,500 0 0 3,000
$7,000 8 77 2,923
$7,500 83 261 2,739
$8,000 158 444 2,556
$8,500 233 627 2,373
$9,000 308 811 2,189
$9,500 383 994 2,006

$10,000 458 1,178 1,823
$10,500 533 1,361 1,639
$11,000 608 1,544 1,456
$11,500 683 1,728 1,272
$12,000 758 1,911 1,089
$12,500 833 2,094 906
$13,000 908 2,278 722
$13,500 983 2,461 539
$14,000 1,058 2,645 400
$14,500 1,133 2,828 0
$15,000 1,208 3,011 0
$15,500 1,283 3,195 0
$16,000 1,358 3,378 0
$16,500 1,433 3,561 0
$17,000 1.508 3,745 0
$17,500 1,583 3,928 0
$18,000 1,658 4,112 0
$18,500 1,733 4,295 0
$19,000 1,808 4,478 0
$19,500 1,883 4,662 0
$20,000 1,958 4,845 0
$20,500 2,033 5,028 0
$21,000 2,108 5,212 0
$21,500 2,183 5,395 0
$22,000 2,258 5,579 0
$22,500 2,333 5,762 0
$23,000 2,408 5,945 0
$23,500 2,483 6,129 0
$24,000 2,558 6,312 0
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Proposed Policy: $9150 @ $3000 max

Federal Benefits by Income:
Single Independent Students Without Children
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Single Independent, no kids 
FY 1998 
CY 1998 taxes 

Std deduction 
Exemption 
Tax rate

Pell
CY 1997 IPA ( 

$4,250 $4,150 SIX
$2,700 $2,650 Maximum

15% 15%

-V ■

J9J5Q-_ 
4.0% 

$3,000

P. 07/07

500
ncome 1998 FIT EFC Pell

$0 0 0 3,000
$500 0 0 3,000

$1,000 0 0 3,000
$1,500 0 0 3,000
$2,000 0 0 3,000
$2,500 0 0 3,000
$3,000 0 0 3,000
$3,500 0 0 3,000
$4,000 0 0 3,000
$4,500 0 0 3,000
$5,000 0 0 3,000
$5,500 0 0 3,000
$6,000 0 0 3,000
$6,500 0 0 3,000
$7,000 8 0 3,000
$7,500 83 0 3,000
$8,000 158 0 3,000
$8,500 233 0 3,000
$9,000 308 0 3,000
$9,500 383 0 3,000

$10,000 458 0 3,000
$10,500 533 0 3,000
$11,000 608 0 3,000
$11,500 683 153 2,847
$12,000 758 336 2,664
$12,500 833 519 2.481
$13,000 908 703 2,297
$13,500 983 886 2,114
$14,000 1,058 1,070 1,931
$14,500 1,133 1,253 1,747
$15,000 1,208 1,436 1,564
$15,500 1,283 1,620 1,380
$16,000 1.358 1,803 1,197
$16,500 1,433 1,986 1,014
$17,000 1,508 2,170 830
$17,500 1,583 2.353 647
$18,000 1,658 2,537 464
$18,500 1,733 2,720 400
$19,000 1,808 2,903 0
$19,500 1,883 3,087 0
$20,000 1,958 3,270 0
$20,500 2,033 3,453 0
$21,000 2.108 3.637 0
$21,500 2,183 3,820 0
$22,000 2,258 4.004 0
$22,500 2,333 4,187 0
$23,000 2,408 4,370. 0
$23,500 2,483 4.554 0
$24,000 2,558 4,737 0
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@002

Congressional Research Service ■ Library of Congress • Washington, D.C. 20540

Memorandum August 20, 1997

TO ; Senate Labor and Human Resources Committee
Attention: Marianna Fierce

from ; James B. Stedman
Specialist in Social Legislation 
Educadon and Public Welfare Division

SUBJECT ; Background on Single Independent Students and Working Dependent 
Students

This Fipmnrqndum provides background information on single independent student and 
worlang dependent students at the postsecondaiy education level It considers in particular: 
(1) the current treatment of these students by the Higher Education Act’s ^HEA) i^ed 
analysis formula; (2) selected income data for these students; and (3) proposed alternatives 
for their treatment under federal need analysis.

Current Treatment

At the outset, it is important to define these student types. The terms dependent and 
independent refer here to students' eligibility status for federal financial aid. For students 
considered dependent, parental income and assets must be included in the calculation of the 
amniTnt expcctcd to be contributed toward the cost of attendance. For purposes of federal 
need analysis, a student is classified as dependent unless he or she: is 24 years of age or 
older, is married; is enrolled in a graduate or profiassional progra^ has a depend^it other 
than a spouse; is an orphan of ward of the court (or was a ward until age 18); or is a veteran. 
Of special interest for this memorandum is the student considered to be a singly independent 
student. This student falls into one of three categories: he or she iB‘single and has no 
dependants (rofoicd to subsequently as e, single childless independent studeni)\ he or she is 
married without any dependents other than a spouse who is not enrolled in postsecondaiy 
education (referred to subsequently as a married independent student with an vnenrolled 
spoiije); or he or she is married without any dependents other than a apouae who is enrolled 
(referred to subsequently as a married independent student with an enrolled ^ouse').

The HEA’s need analysis (Title IV, Part F) determines what a student and his or her 
family is esepected to contribute toward college costs. In general, it does so by calculating 
contributions to be made firom available income and from available assets. The income 
contribution is calculated by determining the total income of a student and his or her family, 

available income by subtracting a series of allowances from total inline, and then 
considering a percentage of that available income as an income contribution toward
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contribution (EFC).*

te^ed md^ondeoB with uoairelted spouses; md >3 000 formmedadepai^ w 
eiffXd spousM. Woridng dependent students have afixed IPA of $1,750 applied to their

total income.
Tbfi<!e IP As were bv the Higher Education Amendments of 1992 when it

ereluIjT^ n^d^LjU fotLla fofKde«l «ed-b^d s«deM »d p«g^s^ 
I^Satdy^ to that time, there were two federal need analysis /rv^
ftmilv contortion schedule (FCS) for Pdl CSrants, and the congressional m^dobgy (W 
^Lr HEA, Title IV need-based aid. These two formulas diffeed wth regarf to a ho^ 

of fectors, including the size of various aUowances agamst income and the amounts expected 
from available income and assets to be contributed toward education costs.

To create the need analysis in current law, the Higher Education ^endments of 1992 
relied primarily on the CM. In doing so, it bad to resolve substantial differences betw^^e 
systeiL The PCS allowances for single childless independent students and for dep^deni 
(Ldents were substantially larger than those provided by the CM. For single childless

1 Hufl last demoit- peraanage contribution - is identified subsequently in this memorandam 

as an rate.
’Ckariy.ibedescnptiQaabovearnitssigDificamde^ Forapredseddinj^ofoftheEFC

calculations see; U.S. Dapartment of Education. SFC 1997.98: The
Wastogton 1^196. For depadent students, the EFC is a combination of the rantobutian expected
fiOTil^tal income and assets, and the contribution from the student’s own mcome and assets.

>Foradiscussi0nofthfiscdifiBrenccssee; U.S. Library of Co^es^ Ccogrc3siDDal^R«ear<i 
Service Student Aid ApplicationandmdAr>alysis: the Higher Education Amer^ments^J^^
CRS Report for Canercss; 93-385 EFWby Mugot A. Schcact Wariunpo, 1993 (her^r 
as So^ StuderaAidApplication and Need Analysis)-, ffld Ksdicr, 
for Sa SinglcNtxdAnalyais or, Vntue May Be Mote That Its Own^^. 
prAeSeventh^nual Conference of the l^GF/miELPIi^^^ Washington, 1990.

“ Under the CM. a singU childless independent student had an allowance f« ^ ^
uptD$600fareachmanihwhennotcnroned(Lc.. $1,800 ^
?CS applied an allowance for living expenses to these same stud^ ($6,400^ 19 2) tl»

no differeotiy from the allowances it appHed to any other mdqpcndent student or to a
4^^stud«nt femfly This allowance reflectcdsomc mc^
^S«ch year for inflation. Similarly, the CM provided
ZdechfldlisSepmdeirtsWdeiit, withmin«SMalbwaiwefbrhvtogatpens«
Z sl^v^ as its Lwances far a dependent student family - covering annual hvmg
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b" of =.h« =sp.ct^ »ch « in
nLmm ionnibntioa tow«d college ocp^ea o«. ^ted for aU «udeeie 

regardless of their income or assets (tine fer the CM, but not for the FCS),

level ^ Also current law has a dependent student income allowa^, unlike^ 

offlsred no sJidi allowance. This only partial adoption of CM ,oj
effort to limit the potentially negative impact that application of the CM ^Uo^^es (or 
^smee of allowances) might have had on PeU eligibiUty of single independent students and

working dependent students.

Despite diese efforts, Pdl eBpbihly haa ^ adversdy a®i^ 
nomplB, according to the US. Department of Edocaoon. an^e mdepeodont sfodats Aere 
of^ Pen giants warded dropped by over 6% ^ their a^e .^d M by 15/. 
between 1992-1993 (under the FCS) and 1994-1995 (latest year for which detailed data are
available under the new need analysis system).

The IP As under the current need analysis system for single independent students 
sigoificanay limits the range of income over which these students will receive^ ma^um 

^compared to dt^endont students and independent students with children. Figure 
1 below compares the size of the Pell Grant that a single childless independent ^udent a 
dependent stuLu with no income of his or her own, and an independent student a 
would receive in 1998-1999. assuming a maamum Pell Grant of S3.000 ^th the IBM 
provided in cuiimt law. Costs of artendance are assumed to be sufficiently high not to affect
the calculation of the Pell Grant.’

Wthre8aid.todqieiuJatsW(to'sm^.thfiCMbadno^os^^^^^
expenaes against that incotno; the FCS provided an indexed allowance ($4,200 m 1992 for an 

ymnaiiied dependent student).
* For a discussion of foe interpUy of some of these dements, sea Schauet. SWe«r Aid 

Application and Need Analyyis, p.8-10,
®U,S Dq)aHmentofEdutaiian. Fiscal Year 199S: Justijications of Appropriation Estimates

to the Congress. Volume 2. p. L-23. WashinfitoD, 1997.
T Under this assumptiori. foe size of a student’s Pdl Grant is equal to the inaximim
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Mitt-

A^aacsd Oreai Ineeme

'ladepaft 'WMt * CKilJK - Siaalc Ctoldlcii hJcpwultat

Figure 1 Pell Grant Awards for Different Types of Students

To illustrate the impact of the PA for a depeodent student’s own income, the figure 
below shows the Fell Grant awards for a dependent student whose own earnings are S1,7S0 
(the current PA) and for a dependent student with income of S4,500 (slightly less than the 
average own income of dependent students). As shown in this figure, whea the dependent 
student’s own income rises above the PA, the result can be a precipitoua decline ffom the 
mindrrwim Prfl Giant occuniQg aa the parents' income first exceeds $12,000* and a reduction 
in assistance for subsequent levels of parental income.

\..conl3imod)
minus-difiEFC. Aronnbaafothasunpli^angassuitiptiDns have been made in order to calculate the 
Fell Grant levels in this and otber figures in this manoiandum. Among These asEWEptioos are the 
following; individuals and Emilies are assumed to have no assets; all income is from employmont; 
aii<4 Students are assumed Id be eruoUed fiiU-lizDe. For the dependent studoil, it is assumed that there 
aietwDparadsandtwochildicn, onlyaneofwfaomiseniDll^incol]^. Finally, it should be noted 
Tlvrt in enlailafmgthe EPC foT fiadi fitoden^ foe Eamsd Income Tax Credit was under fooea
circumstances in which it could be taken.

* For parental income up throng $12,000, the need analysis autoinatkaUy provides these 
fomilies wifo a zero EFC.
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Figure 2 Pell Grant Awards for Dependent Students with Difierent Amounts of Ovsm 
at Different Levels of Parental Adjusted Gross Income, 1998-99

The recent enactment of the Hope Scholarship has been identified as an issue for 
consideration of aid to these groups of students. The Hope Scholarship is a non-refUndable 
tuition tax credit for 100% of the first $1,000 of qualified tuition and fees and 50% of the 
nert $2,000 of qualified tuition and fees." Qualified tuition and fees are those amounts of 
tuition and &es not covered by cotaln other flnandal aid, including Pell Grants. The bulk of 
the Hope Scholarship benefits are targeted to individuals with incomes above those typically 
eligible for PeU Grants. This may increase the importance of considering the level of Pell 
Grant assistance being available to low income monbers of the groups of students under
analysis in this memorandum.

To the extent that the digibilily for Pdl Grants is expanded for these groups of students, 
their receipt of Hope Scholar^ips maybe adversely affected. Although the Administration's 
original proposal of a one-for-one reduction in the size of the Hope Scholarship for each 
i^nllnr of Pdl assistance recdved was not adopted, the receipt of Pell aid can work to reduce 
the allowable Hope Scholarship. This may occur, for ocample, when the Pell Grant is 
increased sufficiently to reduce qualified tuition and foes below the applicant's federal income 
tax liability. Table 1 below compares the distribution of Pdfl Grant awards in 1998-1999 
(assuming a maximum Pell of $3,000) and Hope Scholarships to a single chilrileas independent 
enmileH in a public 4 year college under two different IP As current law ($3,000) and the
level proposed in the FY1998 budget request ($9,150). The reduction of the Hope 
Sdiolarship can be seen for incomes between $9,000 and $12,000 (e.g., at $9,000 in adjusted 
gross income and the current law IPA the Hope Scholarship is $348; it falls to $220 at that 
income level when the IPA is raised to the budget request level). Nevertheless, the loss in

" See: Joim Committee da Taxation. Summary of Revenue Provisions of H.R. 2014, The 
•Taxpayer Relief Act of 1997". JCX-40-97. August 1, 1997. This is available oolinfi at: 
http ;//wwwhouse.gov/wayB_me3ns/jtt2xsum,htiQ.
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Hops SchoUrship MsistHoco « highor IPA appears to be outweighed by the inereased 

amount of Pell assistance received.

UP to S20.000u Attendance at 4 Year Public College, 1998-1999—. , .

Tnynipe Protection Allowance • Income] 
Pronosedin

’rotoctionAIlo 
FV1998 Budjs

rwance
B< Seaucst

1997
Adjusted

Poll Grant
Hope

Scholarataln Total Poll Grant
Hope

Schnlarstaip Total

SO J3.000 SO $3,000 S3.000 $0 $3,000

SI 000 S3.000 $0 $3,000 $3,000 SO $3,000

S2 000 S3,000 $0 $3,000 $3,000 $0 $3,000

S3 000 $3,000 $0 $3,000 S3.000 so $3,000

S4 000 S2.550 so $2,550 $3,000 $0 . $3,000
Ul“ 1 w w
tSJlQO $2,050 $0 S2.050 $3,000 $0 $3,000

S6 000 $1,650 $0 S1,6S0 $3,000 so $3,000

S7 000 $1,250 $39 S1.28i| $3.00o1 $39 $3,039

JS.OOO $9S0 $194 $1,144 $3,000 $194 $3,194

jl9,000 $550 $348 S898 $3,000 $220 $3,220

510,000 $400 $503 $903 $3,000 $220 $3,220

SI 1 oOO so $657 S6S7 $2,950 $270 $3,220

S12.000 $0 $812 $812 $2,550 $670 $3,220

S13 000 $0 $966 $966 $2,150 $966 $3,116

S14 OOO $0 $1,121 SU21 $1,750 SU21 $2,871

515,000 so $1,275 $1,275 $1,450 $1,275 $2,725

S16 OOO $0 $1,430 $1,430 $1,050 $1,430 $2,480

517.000 $0 $1,500 $1,500 $650 $1,500 $2,150

$18,000 $0 $1.500 $1,500 $400 $1,500 $1,900

SIS 000 so $1,500 $1,500 $0 $1,500 $1,500

S20.000 so $1,500 $1,500 $0 $1,500 $1,500

Note; Tuition 
Pell Qiant is s 
S3.000; FY19'

and fte level f( 
ctBt $3,000. C 
9R bndizet ream

jT 4 year public collegB is estimatol to be $3,220 for 1998*1999. Masdnum 
Junent law inanuB protection allowance for single diiUIess indopcodcni is
Mt ■ornooses an increase to 59.1S0. __ . .. ----- ----------- -—--------------- -----

Income Data for Single Independent and Dependent Students

This section provides some data on the income of ^le 
working dependent students. These data were derived ^ U.S.
Education’s (ED’s) 1995-1996 National Postsecondaiy Student Aid Study (NPSAS.96).

This is a study of student and paienol financing of postsecon^ educatim based on a 
nationally leprescntati^ sainple of students. At this juncture, these data are prehnnnary and

unofficial.
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Single Independent Students. The three groups of single independent stodents 
differ significaiilly in the number of such students in the undergraduate student population and 
their average level of total mcome. There are over 3.5 million single independent students 
enrolled in postsecondaiy education at the undergraduate level. Most of them are ^^e 
childless Independent students (80%), while a much smaller portion are mamed wi^ 
unenrolled spouses (16%) or married with enrolled spouses (3%). Average income is 
markedly for manied independent students with unenroUed spouses (^31,000), nearly
double that for the other two groups of students (between $16,300 and $17,200).

AS Shown in the table below, the current IP As cover the full income of relatively 
modest portions of these students —13.4% of the single childless iadependeot students (that 
is, this percentage of these students have income that faUs below the relevant IPA level of 
$3,000); 8.3% of the married independent students with unenroUed spouses (cumulative 
percentage with income below $6,000); and 5.7% of married independent students vrith 
enrolled spouses (the percentage with income below $3,000). The most expansive^ Uberallring 
of the single independent Student IPAs proposed to date is that of the Administration’s 
FY1998 budget request."

Table 2. Income Data of Single Independent
Undergraduate Students, 1995-1996

Sixigla CbildlesK 
lod^endent Studesls

Mamed
Inde|ie]ideitf StudflUts 

WittiUoaimUal 
Spouses

Maaied
ls4ep«ul«at Studoits 

'U/jtliEnrelled Spouses

AJlbieomeLevcli

Total Number of 
Studflots

2.828,000 582,000 123,000

AVOTgo Total Income $16,300 $31,400 $17,200

PcKont of Stoivnti In PllfeNnt buenus Rangu

Below S3.000 13,4% 4.6% 5.7%

S3.000 to 55,999 12.0% 3.7% 19.5%

$6,000 to $8,999 12.5% 4.5% 8.9%

$9,000 to $11,999 10.0% 4.5% 8.9%

$12,000 to $14,999 9.7% 7.9% 13.8%

$15,000 and abo^ 42.2% 74.7% 43.1%

Source' CRS fiomNPSAS;96.

Dependent Students. According to NPSAS;96, there are 8.2 million dependent 
snadents enrolled in postsocondaiy education at the undergraduate leveL On average, each

" The single childless iadependHit IPA would bo $9,150 for 1998-1999; $12,030 fbr married 
indepeadfiots with unenroUed spouses; and $9,980 for married independents with enrolled spouses.
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of these students has approximately $4,510 in own incotne. For 34% of them, their own 
income is at or below the cuireni IPA of $1,750. Table 3 below shows the average own 
income of dependent students by various levels of parental income. In general, the average 
level of dependent students’ own income rises as parental income rises. For example, when 
parental income is less than 512,000, the average own income for dependenl students is 
$3,230; at a parental income level of between $20,000 and $24,999, the average own income 
for dependent students is $4,190; and, at a parent j income levd of $50,000 or more; average 

dependent student income is SS,030.

Table 3. Average Own Income for Dependent 
Undergraduate Students 

by Parental Income, 1995-1996
Pturentel IticDliie Dependent Stndaits' Average 

Ombicome

All income levels $4,510

Les? than $12,000 53,230

512,000 to 519,999 $3,720

520,000 to $24,999 $4,190

$25,000 to $29,999 $4,450

$30,000 to $39,999 $4,260

$40,000 to $49,999 $4,540

550,000 ami abenn $5,030

Ssiaeo; CKS estimates £rQmN?SAS;96,

Table 4 belaw provides a more detailed breakdown of the distribution of dependent 
Htiidmts by their level of own income and their parents’ income. Over a third (36.5%) of all 
dependent students have own income that is below $2,000. Well over half (58.9%) have 
income that Ms below $4,000 (36.5% plus 22.4%), The limited amount of own income for 
dependent students from low-income families is shown by this table, $lighlly more than a 
tenth (10.5%) of all dependent students come from families with parental income bebw 
$12,000; over half of these students have owninoome of less than $2,000 (5.6% is 53.3% of 
10.5%). In contrast, for the 46.9% of dependent students who come from fiunilies with 
incomes of $50,000 or more, fewer than a third have income below $2,000 (14.5% is 30.9% 
of 46.9%).
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Table 4. Distribution of Dependent Students by Own Income 
and parental Income, 199S-1996

Jiepeniera Student's 0<vk Ineem»

Below
S2.000

S2.000 ' 

to
S3i>99

S4,000
to

SS,999

96,000
to

S7S99

98,000
to

59J99

910,000
end

above Total

ParvtXal Income
■

Below SU.000 5.6% 2.1% 1.0% 0.6% 0,3% 1.0% . 10.5%

S12.000 to S19599 3.7% 1.7% 1.1% 0.6% 0.5% 0,7% 8.3%

$20,000 to $24,999 2.4% 1.2% 0.9% 0.6% 0.3% 0,5% 6.0%

SIS^OO to S29i)99 2.2% 1.2% 0.7% 0.5% 0.4% 0,7% 5.7%

S30.000 to 139,999 4,1% 2.7% 1.6% 0.9% 0.6% 1.2% 11.1%

$40,000 to 549,999 4.0% 2.6% 1.9% 0.8% 0.8% 1.4% 11.5%

14.5% 10.9% 7.9% 4.0% 2,9% 6.7% 46.9%

Total 36,5% 22.4% 15.1% 8.0% 5.9% 12.1% 100.0%

IS:96.

Proposed Alternatives to Treatment of Single Independent Students and 

Working Dependent Students Under Federal Need Analysis
Efibits to increase the IP As for single independent students and working dependent 

students are being undertaken during the IpS* Congress largely in the context of expands 
Pell Grant assistance. The discussion below begins with a consideration of the alternatives 
included in the Premdent’s FY1998 budget rc4uest, in H.R 1435 (College Access and 
Affordability Act of 1997) introduced by Representative Clay, et al., and in S. 426 (Better 
Financial Aid for Working Students Act of 1997) introduced by Senator Dodd.

In his FY1998 budget. President Clinton called for an amendment to the HEA need 
analysis formula to expand single independent students’ eligibility for Pell Grants and other 
federal need-based aid by prodding them with IP As calculated in the same fashion as those 
for all other students. For 1998-1999, the IPAs would be S9,150 for single childless 
independent students; S12.030 for manied independents with unenrolled spouses; and 59,980 
for married independents with enrolled spouses. These chafes are part of a broader effort 
by the President in the area of college aid which includes increasing the maxitnum Pell to 
$3,000 for 1998-1999 (from $2,700 for 1997-1998) and creati^ new postsecondaiy tuition 
tax credits. The House and Senate Appropriations Committees have reported FY1998 
appropriations legislation for ED which includes funds to raise the maximum Pell Gr^ to 
$3,000. In addition, the House Appropriations Committee has also inchidad $528 nullion, 
According to the House Committee:

This additional amount will remain available to finance changes in the Pell 
eligibility if subsequently enacted. The Committee notes that the authorizing 
committee of jurisdiction is currently considering changes to the Higher Education 
Act and specific rwisions in the eligibility provisions for both indqpeadent and 
dependent studmts. The Committee encourages the authorizing committee to enact



08/26/97 THE 13:41 FAX 202 401 1438 
flUG.26.1997 li;01(=lM

DEPT OF EDUCaTION/OLCAI
NO.533 F. 11^13

0011

CRS-10

a reauthorizatifln proposal cspeditiously so that students may receive the benefit of
the additional appropriations provided for student aid in this biU>^

H.R. 1435 proposes changes to the single independent students’ IP As and to the 
woriang dependants’ IP A- For the fonner, the bill would ch^e the current IP As to $6,000 
for tingle childless independents and married mdependants with enrolled spouses, and $9,000 
for married independents with unenrolled spouses. The IPA for dependent students would 
be raised to $4,200. S. 426 would raise the dependent student IPA to $3,500.

Any of the proposed changes discussed above would increase Pell Gr^ eUgihility 
and participation for these groups of students. Those changes would come with immediate 
and potential long term fimmcinl costs. To assist you in considering the immediate costs of 
changes to the IP As for these students, we have prepared a series of preliminary cost 
estimates of some of the alternatives described earlier, as well as others, using ED’s PeU 
Grant Model (version 98a).** The first estimate belc»w (option 1) is for the Pell Grant 
program as it would be funded by the House and Senate Appropriations Committees 
(maxinium grant of $3,000; no change in IPAs). Option 2 is a variant on S. 426 (depeident 
smdent IPA raised, but no change made to the assessment rale). Option 3 applies the single 
independent IPAs proposed in HR 1435 BS wdl as the S. 426 increase in the dependent IPA 
Option 4 applies the two changes proposed by HR 1435. Options 5 through 7 make $1,000 
inctemonts in the tingle independent student ff As, starting from.the cuiient law level. The 
dependent student IPA in each of these options (5-7) is set at a level sufBciently high enough 
for the agRregate changes in PAs to consume the $528 millioa that the House Appropriations 
Committee has provided for such changes, xrafesiiltrfor these options the dependent IPA 
drops as the single independent IPAs rise. Finally, option 8 shows the estiiMted costs for 
changes to single independent students’ IPAs proposed in the Administration’s FY1998 

budget request.

U.S. House of R^resentatives. House Appropriations Canmittee. Departments ofl^har,
Health and Hurnan Services, and Education, and RelatedAgenotas Appropriation Bill 1998. House
Report 105-205 to acconmanyH.R- 2264. Washington, 1997, p.l63

The bin also would change tiiB assessment rate cunoatly apphed to d^endeat students’ 
available income from 50% to 35% for available income of $1,500 or less, and 50% for available 

incotne in excess of $1,500,
** As you know CRS does not make official cost estimates of fbderal programs or legislative 

proposals. This is the respansibi% of the Congressional Budget Office which uses a difforart model 
to estimate costs of the Pell Grant program.
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Table 5. Impact of Changes in Income Protection Allowances

Option#

Mass-
mBmPcll

IPA for 
Slnelc 

CldUless 
Indqioi'

IPA for 
Mvriod 
Indepan* 

dent, 
Spolua

Net
Ennikd

IPA for 
Married 
Indcpm* 

dent, 
Spome 

KnroDed

IPA for 
Dopea- 

doit 
gtudeat

Sfttansted 
Program 
CofU (tb 
bfUiena)

Eytimatod 
Bed* 

pleats (in 
millionii)

1 ti S3,000 $3,000 $6,000 $3,000 $1,750 $7,083 3.791

$3,000 $3,000 $6,000 $3,000 $7,409 3.932

3clwf0«ki $3,000 $6,000 $9,000 $6,000 S3J00 r7.826 4.060

$3,000 $6,000 $9,000 $6,000 $4,200 $7,922 4.100
4 Clay
5 $3,000 $4,000 $7,000 $4,000 $3,855 / $7,611 \ 4.00$-

6 33,000 55.000 $8,000 $5,000
$2,960 f $7,611 3.983

7 $3,000 $6,000 $9,000 $6,000
$2,275 \ n.6ii/ 3.968

33,000 $9,150 $12,030 $9,980 $1,750 $7,798 4.009

NdIb- Efltiffiates program costs ujclude admimstratlw cost auowan^.Source: Eatinml^Vy CRS tlsiag U.S, Dq>aitii>ent ofEduMtioaPen Grant Mwld 99a._

Based on the estimatea presented above and other estimates we have m^e, the costs

SHrSSlSHSsingle independent swdent IP As (i Sl.OOO change in each) ate l«s costly and appeM W 
diminish someoiB in coat at highet IPA levels. Pot ot^le, jMving ftom 
independent IPAs of I3,000/$6,000/$3,000 (IPA levels for single chiliUess ind^ende^. 
unnmiied independents with nnaBotted spouses, and unmatried .^paid^ wi* enrohed

sLing from S4,0CKW7.00(W4,000 to SS,000/S8,000/$5,000 has apnee tag of only roughly 

$139 million, or 7% less than the previous estimate.

With regard to future costs of the PeU program, Uberalizing IPAb will raise the cost 
of subsequent increases in the size of the maximum Pall Grant. These 
in part ftom the expansion in the number of Pdl recipients at h^er 
tbise newly eUgible recipients wiU themselves receive larger PeU
award is riad fuding growth in costs. The increase m eptunated recipients is m
Table 5 abo>^^For example, increasing the single independent ^
$6 000/S9 000/$6,000 and the dependent PA to $3,500 (option 3) boosts the est^ted 
Linber of Pell recipients by an estimated 269,000 students above ^ numba of recipimte 

estimated for the PeU configuration funded so far by the House
Committees for FY1998 (option 1). The impact of large numbers of recipients on the costs
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of increasing the masdmum grant can be roughly measured by bolding cons^the IP As of 
options 1 aJ 3 and raising the PeU CSrant maximum." An increase of 5300 m the 

(UT> to $3,300) for option 1 raises the estimated program costs $903 nijlion to $7,985 
billion. Increasing the maximum to $3,300 for option 3 without change to the IP As pushes 
up wrimated program costs by $961 milliDnto$8.787billion. Thus, the $300 increase m the
piaTiTTnifn grant cost $58 million more under option 3 than under option 1.

Concluding Observations

Deteraiining where it is appropriate to set the IP As for single independent students 
and working dependents depends upon a host of factors. As was delineated above, Ae libels 
set in 1992 -were a compromise between the levels set in the PCS and the CM need analysis 
systems An underlying assumption behind the CM system appears generally to have been 
that dependent students* own income and that of single independent students should be 
largely devoted to educational expenses, and that school year Indng expenses would be 
reflected in the calculation of students' costs of attendance. This approach earned 
somewhat into the new system created in 1992. The changes made that year have had 
adverse consequences for some students, pardcuiarly single independents.

The preceding analysis of the income distribution of single independent students and 
dependent students shows that the current IPAfl for single independent stedents coyer all 
income for a relatively small portion of all such students and a more significant portion of 
dependent students. The various proposed changes in the IPAs could substantially mcrease 
the portion of each of these groups of students whose income would be equal to, or less than, 
their respective IP A.

Somewhat complicating the choice of new IP As are the financial consequences of the 
various alternatives considered above. At the outset, changes in IP As generate mediate 
substantial increases in PeU Grant program costs. Further, given the expansion of the m 
Grant recipient pool due to higher IPAs, the cost of subsequent increases in the maximum PeU
Grant is raised.

15 In pHdjtirtn increases in the maxiniURi PeU, by themselves, increase the number of reapienls, 
contributing to higher costs as weU.
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Arguments in favor of increasing the income ptjotecti 
without dependents other than a spouse.

in allowance for independent students

The President's FY98 budget ijicludes funds tii 
students to the ranks of Pell Igiiant eligibjles by i 
(IPA) for the statutory category “independent 
spouse” (Section 476, HEA).

This addition, which costs approximate^ $700
to increase Pell appropriatiohs by $1.7 t 
gram to $3000 represents the balance.)

illion

This change in the HEA Part FiNeed Analysis 
these low income students, whose incornes in 
from sharing in the Pell increases, but is too lo 
HOPE and lifelong learning tax credits. This i 
higher income students will be receiving both

Based on 0MB’s analysis of| NPSAS 96 survey 
approximately 1.1 million stddents in the Secti y 
poverty line, but only 502,000 qualified for Pe 1

Based on further 0MB analysis; an addilional 177,000 Section 476 students fell under the
imily Contribution (EFC), which is based on 

1 tage of students moved below the poverty 
tion 476 students than for any other

poverty line after subtracting their Expected F^; 
the income protection allowance. (The percen 
line after subtracting the EFC is larger for Sect 
dependent or independent caliegory.)

add more than 200,000 low income 
increasing the income protection allowance 
students without dependents other than a

million, was part of the Budget Agreement 
in FY98. (Increasing the Pell maximum

is essential to avoid a gap in assistance to 
:he $10,000 - $20,000 range disqualify them 
w qualify for much, if any, of the new 

a violation of "vertical equity", because 
ijnore Pell and tax benefits.

data (for academic year 1995-96),
>n 476 category have incomes below the 
grants.

The effects of the 1992 HEA Amendmeiits, wl ich made^tl^ need analysis changes that 
have disadvantaged these students, S^refnot fully antiejp^d by
goal of the changes was to merge two separate
consequence, however, was riot only to remove approximately 200,000 students from Pell 
grant eligibility entirely but to reduce, from 18.1% to 3.4%, the share of PeU grants 
received by the remaining students in this category who were subject to the new need 
analysis formula. '

The legislative history of this issue shows that (' 
1993, provided for a special authorization to al 
analysis changes. This provision still exists as S 
academic year for which an appriopriatioii was 
ever appropriated.

The 1992 Amendments also created ques tionab

need analysis methods into one. The

ongress, in the Technical Amendments of 
eviate inequities created by the 1992 need 
action 479A of the HEA, although the last 

£ uthorized was 1995-96. No funds were

@002

7

Se social policy inc^nttvesTThe need O
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analysis formula penalizes marria^ 
without benefit of marriage.

This IPA change is needed to em 
wards of a court, and other studen 
independent status may help such 
a disadvantage compared to comp 
families. This is a violation of" 
except for their statutory status, m

the disadvantageous treatment of veterans, orphans,
|nts wlio are classified as independent by statute. While 

Students who do not work, it can put those who work at 
arable working dependent students from low income 
izontal equity" because others in the same situation, 
ay repeive more benefits. -- J ^

hbri

The American Council on Educafip: 
Aid Administrators (NAASFA), 
Universities (NAJCU), the Americ 
(AASCU), and other higher educati 
IPA for independent students wi

n (ACE), the National Association of Student Financial 
l eNaUonal Association of Independent Colleges and 
an Association of State Colleges and Universities 
ion organizations have all endorsed increases in the 
ut dependents other than a spouse.

but jrewards students who become parents with or

i:

@003



Universal access to two years of college: filling the gap to make it a reality

The primary purpose of the HOPE Scholarship proposal was to make “two years of college 
universally available,” by making the middle class eligible for HOPE while increasing the Pell 
Grant for poorer families. But there is a gap in coverage. When we decided to make the HOPE 
tax credit non-refundable, we saw that there are a category of students who do not have income 
tax liability - so they won’t benefit from HOPE - and they are not eligible for a Pell Grant. In 
order to fill that gap, the FY 1998 Budget proposed to change independent students’ Pell Grant 
eligibility (this change was made as an explicit trade-off in order to be able to drop refimdability). 
With HOPE going into effect next January, this needs to be fixed in the FY 1998 appropriation to 
make the President’s promise of universal access a reality.



Single Independent Student without Children 
Income Pell Grant HOPE/Tax Liability

$2,500 $3,000 $0
$5,000 $2,341 $0
$7,500 $1,320 $113

$10,000 $428 $488
$12,500 $0 $863
$15,000 $0 $1,238
$17,500 $0 $1,613
$20,000 $0 $1,988

Married Independent Student without Children 
Income Pell Grant HOPE/Tax Liability

$2,500 $3,000 $0
$5,000 $3,000 $0
$7,500 $3,000 $0

$10,000 $2,558 $0
$12,500 $1,069 $45
$15,000 $615 $420
$17,500 $160 $795
$20,000 $0 $1,170
$22,500 $0 $1,545
$25,000 $0 $1,920
$27,500 $0 $2,295
$30,000 $0 $2,670



Single Independent Student without Children 
Income Pell Grant HOPE/Tax Liability

$2,500 $3,000 $0
$5,000 $2,341 $0
$7,500 $1,320 $113

$10,000 $428 $488
$12,500 $0 $863
$15,000 $0 $1,238
$17,500 $0 $1,613
$20,000 $0 $1,988

Married Independent Student without Children 
Income Pell Grant HOPE/Tax Liability

$2,500 $3,000 $0
$5,000 $3,000 $0
$7,500 $3,000 $0

$10,000 $2,558 $0
$12,500 $1,069 $45
$15,000 $615 $420
$17,500 $160 $795
$20,000 $0 $1,170 or
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Single Independent Student without Children 

Federal Pell Grant Program 

1998-99 Award Year 

Pell Grant Award By Student Income

Incoma Protection Allowances:

Single $3,000
Married, One in College $6,000
Married, Two in College $3,000

$9,150
$12,030
$9,980

Current Administration Clay/ACE

Student Income:
Law EM Proposal

$2,500 $3,000 $3,000 $3,000
$5,000 $2,341 $3,000 $3,000
$7,500 $1,320 $3,000 $2,820

$10,000 $428 $3,000 $1,928
$12,500 $0 $2,611 $1,036
$15,000 $0 $2,052 $144
$17,500 $0 $827 $0
$20,000 $0 $0 $0

$6,000
$9,000
$6,000



Married Independent Students without Children - One In College 

Federal Pell Grant Program 

1998-99 Award Year 

Pell Grant Award By Student Income

Student Income:

Current
Law

Administration
Proposal

Clay/ACE
Proposal

$2,500 $3,000 $3,000 $3,000
$5,000 $3,000 $3,000 $3,000
$7,500 $3,000 $3,000 $3,000

$10,000 $2,558 $3,000 $3,000
< $12,500 $1,069 $3,000 $3,000

$15,000 $615 $3,000 $2,115
$17,500 $160 $3,000 $1,660
$20,000 $0 $2,371 $856

K /

Income Protection Allowances:

Single $3,000
Married, One in College $6,000
Married, Two in College $3,000

$9,150
$12,030
$9,980

$6,000
$9,000
$6,000



Married Independent Students without Children - Two In College 

Federal Pell Grant Program 

1998-99 Award Year 

Pell Grant Award By Student Income

Student Income:

Current
Uw

Administration
ProDosal

Clay/ACE
ProDosal

$2,500 $3,000 $3,000 $3,000

$5,000 $2,889 $3,000 $3,000

$7,500 $2,349 $3,000 $3,000

$10,000 $2,029 $3,000 $2,779

$12,500 $1,503 $3,000 $2,034

$15,000 $1,047 $2,802 $1,807

$17,500 $830 $2,575 $1,580

$20,000 $428 $2,173 $1,178

Incoma Protection Allowances:

Single $3,000
Married, One in College $6,000
Married, Two in College $3,000

$9,150
$12,030
$9,980

$6,000
$9,000
$6,000
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Budget Enforcement Act (P.L. 101-508), since the entitlement provisions proposed 
did not include sources of funds to offset the significantly increased new spending that 
would have been required. The 1992 amendments consequently moved more 
modestly to restore grant aid by increasing the authorized maximums; for the 1993-94 
award year, the authorized maximum was increased to $3,700, with increases in $200 
increments up to $4500 in the 1997-98 academic yearf The minimum grant was 
increased to $400 with students eligible for awards of $200 to $400 to receive $400.

Award Rules

Pell Grant award rules were also modified in 1992. Prior to the 1992 HEA 
reauthorization, the amount of a Pell Grant a student received was the lesser of 60% 
of the cost of attendance, the cost of attendance minus the expected family 
contribution, or the maximum grant minus the expected family contribution. Because 
many argued that the 60% rule unfairly restricted the amount of the grant for the 
poorest students who attended the least expensive schools, the amendments 
eliminated this rule. At the same time, in a gesture towards tuition sensitivity (i.e., 
making the award level reflect differences in tuition charges at different institutions), 
the new award rules provided that when the maximum increased above $2,400, the 
additional amount would be split between a living allowance and an amount 
dependent to some extent on tuition chargesf Thus, according to the current award 
rules, the amount of an individual student's award is based on three factors: the 
maximum award as established by law, the "expected family contribution" (EFC) 
calculated in the need analysis formula, and the cost of attendance. For the 1996-97 
award year, the student award is the lesser of the maximum ($2,470) minus the EFC 
or the cost of attendance minus the EFC.

Need Analysis

The 1992 amendments made significant changes in the need analysis formula that 
calculates the EFC used in the Pell Grant program award rules. Prior to 
reauthorization, concern was raised that the federal student aid application process 
had become increasingly complex and was itself creating barriers to an equitable 
student aid delivery system. Two separate formulas had been used to assess the 
extent to which families could contribute to the costs of a student's education, 
resulting in different "expected family contribution" amounts for the Pell Grant 
program and the other federal student aid programs authorized by title IV of the 
HEA. The result of the Pell Grant formula was called the Pell Grant Index (PGl) 
The need analysis formulas used information about the student and his or her familv's 
income and assets to determine the amount the family could reasonably be expected

See the section below on program funding for a discussion of the difference between 
authorized and actual maximum awards

" The statute provides tliat when tlie maximum is o\er $2,400, tlie maximum is first calculated 
as the sum of $2,400 and onc-half the amount above $2,400 and the lesser of the other half 
or tuition plus other special expenses. See Section 401(a)(3). This is unlikeK to have an\ 
real impact on recipient award levels in the foreseeable future. Even at the authonzed 
maximum of $4,300 in 1996-97, the rule would lower the maximum only for those students 
with tuition costs below $950
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to contribute toward the cost of attendance at a postsecondary institution. The 
formulas also varied by the dependency status of the student. Independent students 
who were defined by certain fixed criteria, such as age (over 24-years old), or by 
meeting certain conditions, such as self-suft'iciency, were not required to include their 
parents' income and assets, and their income was assessed at different rates than 
dependent students.

As amended in 1992, a single need-analysis formula is used for the calculation 
of financial need for all Title IV programs in place of the previous separate formulas 
for Pell Grants and the other aid programs. This formula is based on the 
Congressional Methodology formula previously used for guaranteed student loans and 
campus-based aid. Because the resulting expected family contribution amounts would 
have varied significantly from the previous Pell Grant assessment schedules, 
adjustments to the formula were made to ensure the minimum change in the 
distribution of Pell Grant recipients and award amounts. In addition, the 1992 
amendments eliminated the conditional definitions of independence, and increased 
eligibility for a simplified needs test that excludes assets from consideration®.

Generally, the changes in the need analysis formula were expected to have a 
negative impact primarily on independent recipients without dependents other than 
a spouse, some of whom would no longer be eligible for an award. In addition, the 
change in the definition of independence also resulted in excluding from eligibility 
those former recipients who had qualified under one of the conditional definitions but 
were now required to include their parents' income in assessing their EFC. The new 
formula also assessed the earnings of dependent students at a higher rate. The 1993 
Technical Amendments to the HEA (P.L 103-208) recognized the potential impact 
by providing that subject to appropriations, the students most affected could have 
Pell award amounts adjusted by financial aid administrators. However, no 
appropriations for this purpose were made.

In the first year following the change in the formulas, total Pell Grant recipients 
dropped from 4,002,045 to 3,755,675, although the drop in the maximum award from 
$2,400 to $2,300 accounts for some of the decline. As table 1 indicates, there were 
substantial shifts in the distribution of recipients between 1992-93 and 1993-94. The 
proportion of independent recipients without dependents other than a spouse 
qualifying under the regular need analysis formula declined from 18% to 3%; there 
was less change for those qualifying under the simplified formula that does not take 
assets into consideration. At the same time, the proportion of recipients who were 
independent with dependents increased, and the picture was mixed for dependent 
students.

The Administration’s FY1998 budget request includes a proposed change in the 
calculation of the EFC for independent students without dependents other than a 
spouse. The proposed change would treat these students more favorably than even

” For additional discussion of tlie changes in the need anal> sis fomiula and the impact on Pell 
Grant recipients, see Student Aid Application and Need Analysis: the Higher Education 
Amendments of 1992 CRS Report 93-385 EPW. b\ Margot A Schenet. Washington, 1993.

k
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the pre-1992 Pell Grant formula. The Administration estimates that over 200,000 
students would be newly eligible for Pell Grants because of the change.’

Table 1. Changes in Distribution of Pell Grant Recipients 
1992-93 and 1993-94
1992 - 93 1993 - 94

Recipients % Average
Income

PGl* % Average
Income

EFC*

Dependent

regular formula 28.8 S21,449 $756 23.0 $20,502 $701

simplified 9.0 $8,350 $73 17.8 $14,803 $313

Independent, with­
out dependents

regular formula 18.1 $17,181 $471 3.4 $ 5,051 $691

simplified 18.4 $ 6,974 $37 16.6 $ 3,767 $485

Independent with 
dependents

regular formula 5.6 $6,314 $342 13.6 $16,364 $296

simplified 20.0 $ 4,739 $211 25.6 $10,258 $110

Total # 4,002,045 3,755,675

♦PGI = Pell Grant Index EEC == Expected Family Contribution.

Note: Data are from ED, Office of Postsecondary Education. Polic\’. Budget and 
Analysis Unit.

Characteristics of Recipients
According to Pell Grant historical statistics, the number of recipients has 

increased from 176,000 in 1973-74 to over 2.7 million in award year 1980-81 and an 
estimated 3.6 million recipients in 1995-96. The growth in recipients has been due to 
a number of factors, including legislative changes in the need analysis formulae that 
expanded the number of applicants deemed eligible, and growth in overall 
postsecondary enrollment, particularly of nontraditional students, many of whom are 
older, independent students with low incomes eligible for Pell Grants. Although some 
of the changes in the need analysis formula made in the 1992 HEA amendments 
broadened access, as noted above, the overall impact combined with small increases

’ For details, sec The Budget of the US. Government. Fiscal Year 1998. Appendix^ p. 426. 
and U.S Department of Education Budget Justifications. fYl998. pp LI8-L25.



214 Higher Education Act of 1965, As Amended: Section 479(c)(2)(A) cont.--479A(c)(l)(A)

tax return under section 6012(a)(1) of the Internal Revenue Code of 1986, and 
(B) the sum of the adjusted gross income of the student and spouse (if appropriate) is 

less than or equal to the maximum amount of income (rounded annually to the nearest 
thousand dollars) that may be earned in 1992 or the current year, whichever is higher, 
in order to claim the maximum Federal earned income credit.

An individual is not required to qualify or file for the earned income credit in order to be 

eligible under this subsection;

(20 U S C 1087SS) Unacted October 17. 1986, P.L. 99-498, sec. 406(a). 100 Slat. 1472; amended June 3. 1987, P.L. 100-50, sec. 
14(23)-(25) 101 Stat. 352; amended April 9, 1991, P.L. 102-26, sec. 11, 105 Slat. 129; amended July 23, 1992, P.L. ,102-325, scc 
471(a) 106 Sut. 604; amended December 20, 1993, P.L 103-208, sec. 2(g)( 10)-(l5), 107 Stat. 2472-73.

SEC. 479A. DISCRETION OF STUDENT FINANCIAL AID ADMINISTRATORS.
(a) IN GENERAL.-Nothing in this part shall be interpreted as limiting the authority of die 

financial aid administrator, on the basis of adequate documentation, to make adjustments on a 
case-by-case basis to the cost of attendance or the values of the data items required to 
calculate the expected student or parent contribution (or both) to allow for treatment of an 
individual eligible applicant with special circumstances. However, this authority shall not be 
construed to permit aid administrators to deviate from the contributions expected in the 
absence of special circumstances. Special circumstances shall be conditions that differendate an 
individual student from a class of students rather than conditions that exist across a class of 
students. Adequate documentation for such adjustments shall substantiate such special 
circumstances of individual students. In addition, nothing in this title shall be interpreted as 
limiting the authority of the student financial aid administrator in such cases to request and use 
supplementary information about the financial status or personal circumstances of eligible 
applicants in selecting recipients and determining the amount of awards under this title. No 
student or parent shall be charged a fee for collecting, processing, or delivering such 

supplementary information.
(b) ADRJSTMENTS TO ASSETS TAKEN INTO ACCOUNT.-A student financial aid 

administrator shall be considered to be making a necessary adjustment in accordance witli 
subsection (a) if-

(1) the administrator makes adjustments excluding from family income any proceeds ot a 
sale of fann or business assets of a family if such sale results from a voluntary or involuntary 
foreclosure, forfeiture, or bankruptcy or an involuntary liquidation; or

(2) tlie administrator makes adjustments in the award level of a student with a disability 
so as to take into consideration die additional costs such student incurs as a result of such 

student’s disability.
(c) ADJUSTMENTS FOR SPECIAL CIRCUMSTANCES.-

(1) IN GENERAL.-A student financial aid administrator shall be considered to be 
making an adjustment for special circumstances in accordance with subsection (a) if-- 

(A) in the case of a dependent student-
(i) such student received a Federal Pell Grant as a dependent student in academic 

year 1992-1993 and the amount of such student’s Federal Pell Grant for academic 
year 1993-1994 is at least $500 less than the amount of such student’s Federal Pell 
Grant for academic year 1992-1993; and

(ii) the decrease de.scribed in clause (i) is Uie direct result of a change in Uie 
detennination of such student’s need for assistance in accordance with tliis part

i'
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that is attributable to the enactment of the Higher Education Amendments of 1992; 
and

(B) in the case of a single independent student-
(i) such student received a Federal Pell Grant as a single independent student in 

academic year 1992-1993 and qualified as an independent student in accordance 
with section 480(d) for academic year 1993-1994, and the amount of such 
student’s Federal Pell Grant for academic year 1993-1994 is at least $500 less than 
the amount of such student’s Federal Pell Grant for academic year 1992-1993; and

(ii) the decrease described in clause (i) is the direct result of a change in the 
determination of such student’s need for assistance in accordance with this part 
that is attributable to the enactment of the Higher Education Amendments of 1992.

(2) AMOUNT.-A financial aid administrator shall not make an adjustment for special 
circumstances pursuant to this subsection in an amount that exceeds one-half of the difference 
between the amount of a student’s Federal Pell Grant for academic year 1992-1993 and the 
amount of such student’s Federal Pell Grant for academic year 1993-1994.

(3) ACADEMIC YEAR LIMITATION.-A financial aid administrator shall make 
adjustments under this subsection only for Federal Pell Grants awarded for academic years 
1993-1994, 1994-1995, and 1995-1996.

(4) SPECIAL RLILE.-Adjustments under this subsection shall be made in any fiscal year 
only if an Act that contains an appropriation for such fiscal year to carry out this subsection is 
enacted on or after the date of enactment of the Higher Education Technical Amendments of 
1993.

(5) LIMITATION.-Adjustments under this subsection shall not be available for any 
academic year to any student who, on the basis of the financial circumstances of the student 
for the current academic year, would not have been eligible for a grant under this section in 
academic year 1992-1993.

(20 U.S.C. 1087tt) Enacted October 17, 1986, P.L. 99-498, sec. 406(a), 100 Stal. 1472; amended June 3, 1987, P.L. 100-50, sec. 
14(26), 101 Stat. 352: amended December 19, 1989, P.L. 101-239, sec. 2009, 103 Stal. 2122-2123; amended July 23, 1992, P.L 
102-325, sec, 471(a), 106 Stat. 605; amended December 20, 1993, P.L. 103-208, sec. 2(g)(16), 107 Slat. 2473.

SEC. 479B. DISREGARD OF STUDENT AID IN OTHER FEDERAL PROGRAMS.
Notwithstanding any other provision of law, student financial assistance received under this 

title, or under Bureau of Indian Affairs student assistance programs, shall not be taken into 
account in determining the need or eligibility of any person for benefits or assistance, or the 
amount of such benefits or assistance, under any Federal, State, or local program financed in 
whole or in part with Federal funds,

(20 U.S.C. 1087uu) Enacted October 17, 1986, P.L. 99-498, sec. 406(a), 100 Stat. 1472; amended June 3, 1987, P.L. 100-50, sec. 
14(27), 101 Stat. 353; amended July 23, 1992, P.L. 102-325, sec. 471(a), 106 Stat. 606.

SEC. 479C. NATIVE AMERICAN STUDENTS.
In determining family contributions for Native American students, computations performed 

pursuant to this part shall exclude--
(1) any income and assets of $2,000 or less per individual payment received by the 

student (and spouse) and student’s piu'cnls under the Per Capita Act or the Distribution of 
Judgment Funds Act; and
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Record Type: Record

To: Robert M. Shireman, Patricia A. Smith

cc:
Subject: $700 Million for Pell Needs Analysis: Update

In the past 24 hours, there have been several developments with regard 
to prospects for getting the $700 in the President's budget for Pell 
needs analysis changes.

Maureen and I met with Senate minority staff late p.m. yesterday and 
found the patient dying. We were able only to put it on temporary 
life-support.

Present were Marianna Pierce, Suzanne Day, Amy Abraham, Bev Schroeder 
(Harkin) and Marsha Simon (Harkin Appropriations staff).

Marsha Simon presented a formidable case against the item: it is not 
authorized; the appropriations majority wants to spend it elsewhere 
(IDEA and NIH) and the minority finds their priorities reasonable and 
will agree; the "ed groups" have also agreed; if the Administration 
wants to help needy Pell grant recipients, we should go into the tax 
conference and make HOPE refundable (Senate minority position all 
along).

To which we responded that we were sticking to the President's budget 
and to the budget agreement that calls for $1.7 billion for Pell, that 
the higher ed groups had not signed off, that refundability was not on 
the table, and that we could solve the authorization problem by 
putting the item into the spending reconciliation, by consensus if 
Kennedy and Jeffords would agree, since Goodling and McKeon have 
endorsed the needs-analysis change (Clay version) in their June 26th 
letter and would hardly be in a position to back away. Maureen 
presented numbers on how we could do all of Clay (independent 
students) or part (independent plus some dependent students), if that 
was their desire.

(Amy A. said this would be Byrd-able, but agreed that if it were done 
by consensus it is doubtful anyone would raise the issue.)

We encouraged, at a minimum, that they give thought to a Senate L & HR 
Committee letter to Appropriations, endorsing funds for the 
needs-analysis change, as Goodling, McKeon, Clay, and Kildee have 
already done.

Marianna asked for technical assistance, to have ready for the 
spending reconciliation conference, a needs-analysis amendment should



they want to move in that direction. She has since called me, asking 
that as a starting point it include both independents and dependents, 
and that she is going to take it up with Jeffords' people today.

She also said the higher ed groups have since weighed in (AASCU and 
USSA). But, as I said, this is still on life-support unless the 
higher ed groups get behind the President's $1.7 for Pell instead of 
chasing lost causes elsewhere. —Jon



June 17, 1997

MEMORANDUM FOR GENE SPERLING

FROM: Bob Shireman

SUBJECT: $1.7 Billion Pell Grant Increase

I wanted to alert you to some dynamics that may ultimately lead to an effort, 
within the Administration, to accept less than the $1.7 billion increase in the Pell Grant 
program.

As you know, in our Budget we funded education and training at fairly high levels, 
and left some other programs for Congress to take care of Now, the Appropriations 
Committees have used our numbers for their 602(b) allocations to subcommittees. That 
means that if the Function 500 portion of the Labor-HHS-Education bill is fully funded, as 
called for in the budget agreement, there will not be enough money for an extra boost for 
NIH and other programs that, Apfel says, the President will want to support (even though 
it wasn’t in his Budget).

The Pell Grant increase is more than a third of the Labor-HHS-Education 
subcommittee’s increase. Ken does not want to rule out the possibility of doing 
something less for independent students in Pell in order to provide funds for special 
education, NIH, or other items that the subcommittees will feel a need to fund.

It would not be outrageous to do something less for independent students. The 
higher education groups and Rep. Clay have suggested that our “fix” went a little too far, 
and that a portion of that money should be used to fix another problem: the need analysis 
formula currently taxes dependent student earnings starting at only $1,750, meaning that a 
student from a poor family who works hard over the summer could very easily work his 
way out of Pell Grant eligibility (and would not have tax liability in order to benefit from 
HOPE).

My assumption has been that we would use the whole $1.7 billion in order to 
address both of these problems. Ken is likely to propose that we be prepared to propose 
the lesser fix for independent students, and do nothing for dependent student earnings, 
thereby freeing up perhaps $300 million or so for other purposes. For now, Ken has 
agreed that we need to continue to send the message that the $1.7 is a non-negotiable part 
of the budget agreement. But down the road, do you want to:

Continue with a $1.7 billion-and-no-less strategy; or 

_Look at options for spending less?
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Pell Grants

1998-89
Maximum Award: $3,000

Award Year
1999-00 2000-01 200102 2002-03 5-Yr Total
$3,000 $3,000 $3,040 $3,100

grogram Cost
(Millions)

IPA Policv

Current Law 
President’s Policy 
Incremental Cost

ACE Proposal* 
Incremental Cost

' Lower D«p IPA**
■f'cremenial Cost

$400 Min w/no Dump 
incremental Cost

Number of Award* 
(Thousands)

IPA Policy

Current Law 
President s Policy 
Incremental Awards

ACE Proposal* 
Incremental Awards

Lower Dep IPA** 
Incremental Awards

$400 Min w/no Bump 
Incremental Awards

ACE IPA Proposal
$6,000 for Independents without Children (Single or Spouse Attending College) 
$9,000 for Married Independents without Children (Spouse not Atteriding College) 
$4,200 for Dependent Student Income 
Beginning In 1998 and Indexed for Inflation

* ACE Proposal is identical to Clay Proposal In terms of IPA.

**Dopondcnt IPA 'n $3,500 In 1998-99 and Indexed for Inflation.

$7,081 $7,186 $7,257 $7,435 $7,618 $36,578
$7,938 $8,033 $8.236 $6.452 S40,46a<

$3,890

$7,920
$114

$8,080
$142

$8,205

$7.978 $8.567 $40 7S9

$7,942
($36)

$8,061
($37)

$8,293 $8,530 $40,617
($37) ($182)

3,891
4,130

239

3,966 19,441
20.626

4.100
90

21,234

4,321
(51)

21,004

4,097
(108)

4,165
(111)

20,467
(537)

Budget Sen/Ice 08/17/97 11:03:39 AM



June 17, 1997

MEMORANDUM FOR GENE SPERLING

FROM: Bob Shireman

SUBJECT: $1.7 Billion Pell Grant Increase

I wanted to alert you to some dynamics that may ultimately lead to an effort, 
within the Administration, to accept less than the $1.7 billion increase in the Pell Grant 
program.

As you know, in our Budget we funded education and training at fairly high levels, 
and left some other programs for Congress to take care of Now, the Appropriations 
Committees have used our numbers for their 602(b) allocations to subcommittees. That 
means that if the Function 500 portion of the Labor-HHS-Education bill is fully funded, as 
called for in the budget agreement, there will not be enough money for an extra boost for 
NIH and other programs that, Apfel says, the President will want to support (even though 
it wasn’t in his Budget).

The Pell Grant increase is more than a third of the Labor-HHS-Education 
subcommittee’s increase. Ken does not want to rule out the possibility of doing 
something less for independent students in Pell in order to provide funds for special 
education, NIH, or other items that the subcommittees will feel a need to fund.

It would not be outrageous to do something less for independent students. The 
higher education groups and Rep. Clay have suggested that our “fix” went a little too far, 
and that a portion of that money should be used to fix another problem: the need analysis 
formula currently taxes dependent student earnings starting at only $1,750, meaning that a 
student from a poor family who works hard over the summer could very easily work his 
way out of Pell Grant eligibility (and would not have tax liability in order to benefit from 
HOPE).

My assumption has been that we would use the whole $1.7 billion in order to 
address both of these problems. Ken is likely to propose that we be prepared to propose 
the lesser fix for independent students, and do nothing for dependent student earnings, 
thereby freeing up perhaps $300 million or so for other purposes. For now, Ken has 
agreed that we need to continue to send the message that the $1.7 is a non-negotiable part 
of the budget agreement. But down the road, do you want to;

Continue with a $1.7 billion-and-no-less strategy; or 

Look at options for spending less?



Maureen_McLaughlin @ ed.gov
06/18/97 07:38:00 AM

Record Type: Record

Robert Shireman

cc:
Subject: Re: Clay need analysis costing

See below. I'll also fax the table to you. Maureen
Forward Header

Subject: Re: Clay need analysis costing 
Author: Maureen McLaughlin at WDCA01 
Date: 6/18/97 8:36 AM

Thanks for this info, Jeff's note and your fax. I woudi recommend a lower 
dependent offset—$3500 as we are considering in reauthorization—than the 
offset proposed by ACE and included in the Clay bill. This combined with the 
lower independent student income protection allowance—which I think is 
sufficient; I think our proposal was too generous—would increase costs by $19 
mill in the first year and $431 m over 5 years compared with the President's 
policy. This increase could be partially offset—about one-half—by a true $00 
minimum.

Reply Separator
Subject: Clay need analysis costing 
Author: Robert Davidson at WDCT02 
Date: 6/17/97 12:21 PM

We are in luck! Mike Carpenter had worked up a nice chart on the Clay 
proposal, along with other options (including use of #3,500 as the 
dependent student income offset). Rachael is FAXing it to you right now. 
Note that Clay policy incremental cost (above current ED policy) is some 
$142 mil. in FY 1999, and $541 mil. over 5 years.

I agree with Jeff that the rationale for Clay's treatment of dep. 
student earnings is weak. It would yield a dependent student income 
protection allowance ($4,200) higher than the average yearly earnings 
of dep. students ($4,000). Remember that one of our themes is 
student RESPONSIBILITY in financing their own education. This policy 
would say to students— we don't expect you to contribute much from 
your own earnings (none at all if your earnings are at or below the 
average). Also, ED should avoid being seen as abandoning the proposal 
made earlier for single independents. Jeff will send you info, on



this issue. BD



Current Law

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

President’s Policy

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

Option 1 (Clay’s/^C^^ proposal)

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

Option 2

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

Option 3

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

Option 4

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

Option 5

IPA for independent students without children:
IPA for dependent students:
Bumping mechanism in the Pell mininum award rule:

■j
^‘0

$3,000 or $6,000 ^ 
$1,750
Yes ($200 to $400)

$8,000, $10,520 or $8,720 
$1,750
Yes ($200 to $400)

J ■f M

$6,000, $9,000 or $6,000 
$4,200
Yes ($200 to $400)

$6,000, $9,000 or $6,000 
$3,500
Yes ($200 to $400)

$6,000, $9,000 or $6,000
$3,500
No

$6,000, $9,000 or $6,000 
$1,750
Yes ($200 to $400)

$6,000, $9,000 or $6,000
$1,750
No



PELL OPTIONS

1998-99
Max Award $3,000

199_9^00
$3,000

2000 - 01 
$3,000

2001 - 02 
$3,040

2002 - 03 
$3,100

5-Yr Total

Program Cost (millions)

Current Law $7,081 $7,186 $7,257 $7,435 $7,618 $36,578

President's Policy $7,806 $7,938 $8,033 $8,238 $8,452 $40,468

Option 1 $7,920 $8,080 $8,025 $8,446 $8,668 $41,340

Option 2 $7,825 $7,978 $8,098 $8,331 $8,567 $40,799

Option 3 $7,790 $7,942 $8,061 $8,293 $8,530 $40,617

Option 4 $7,497

Option 5

Number of Awards (thousands)

Current Law 3,791 3,853 3,891 3,939 3,966 19,441

President's Policy 4,009 4,081 4,130 4,186 4,219 20,626

Option 1 4,100 4.184 4,252 4,326 4,373 21,234

Option 2 4,060 4,142 4,205 4,276 4,321 21,004

Option 3 3,958 4,036 4,097 4,165 4,213 20,467

Option 4 

Option 5



Maureen_McLaughlin @ ed.gov
06/17/97 08:29:00 AM

Record Type: Record

Robert Shireman

cc:
Subject: - no subject (01IK6AR4HAAA003GHH) -

I am sending this again.

Subject:
Author: Maureen McLaughlin at WDCA01 
Date: 6/16/97 6:18 PM

Forward Header

I talked with Mike today on the issue of whether we would support the 
Clay proposal to increase the income protection allowance for dep 
students and independent students but include a smaller increase for 
indeps than in our budget proposal. He was definitely inclined to do 
so, saying that he felt we increased the allowance too much for indeps 
without deps in our budget proposal. I do not have a cost estimate but 
will check in the am.

He was also inclined to go along wth an increase in the minimum award 
while the max was being increased if we did not loose any recipients 
in the process. A true minimum of $400 woudi reduce costs by $33 
million in one year.

If either of these are included in the appropriations bill this year 
we would need to be sure that they are also included in any 
reauthorization bill to ensure permanent enactment.
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Recommendations for 

Reauthorization of the Higher
Education Act n

■*-

i .rlM 7

Submitted by;

American Council on Education 
American Association 

American Association o
iation of Colleges for Teacher \Education 
i Collegiate Registrars and Adndsaions Officers 

American Association of Community Colleges 
American Association of State Colleges and Universities 

Association of American Universities 
Association of Catholic Colleges and Universities 

Association of Governing Boards of Universities and Colleges 
Association of Jesuit Colleges and Universities 

Coalition for International Education 
Coalition of Higher Education Assistance Organizations 

Council for Advancement and Support of Education 
Council of Graduate Schools 

Council of Independent Colleges 
Council for Higher Education Accreditation 

National Association for College Admission Couziseling 
National Association for Equal Opportunity in Higher Education 
Natioruil Association of College and University Business Officers 

National Association of Graduate-Professional Students 
National Association of Independent Colleges and Universities 

Notional Association of State Universities and Land-Grant Colleges 
National Collegiate Athletic AssodaHon 

National Council of Educational Opportunity Aasodations 
The College Fund/UNCF 

University Continuing Education Association

March 19,1997



FILE No. 983 06/12 ’97 10=15 ID=
SENT BY:ACE : 6-12-37 : 9:01AM ;GOVT. REL./PUB, AFF.-

PfiGE 3

:# 3/ 4

This report has been prepared to help the House and Senate 
authorizing committees as they undertake the reauthoriaation of the Higher 
Education Act. We have organized our suggestions around 15 goals that we 
believe are the most appropriate for federal higher education policy.

1) Maintain and strengthen the forus nn financially iu>pdy and 
moderate income students. The Higher Education Act (HEA) has helped 
open the doors of higher education to millions of students who otherwise 
would have lacked the resources to enroll. Today, thanks to the availability 
of federal student assistance, a larger percentage of low-income students than 
ever before are participating in higher education. In 1970, 46 percent of 
students from the lowest-income families went to college. By 1994, 58 percent 
of the students from the same income group were enrolled. In an era in 
which It is commonplace to question the value of federal programs, it is clear 
that we have made progress. But we can, and should, do better. The Higher 
Education Act is the indispensable tool to accomplish this goal.

The Pell Grant program embodies the federal policy objective of 
achieving equal education opportunity However, the constant>doJlar value of 
the maximum Pell Grant award ^vaked in the mid*1970s. Nearly 25 years after 
its inception, the program has been far outstripped by the federal loan programs 
as the chief means of financing higher education for low-income students.

Several factors have contributed to the decline of the purchasing power 
of Pell Grants and the concomitant rise in federal student loans as a financing 
mechanism for higher education Foremost among them is the fact that, 
unlike loans. Pell Grants are funded through the annual appropriations 
process. Appropriated funds must be stretched each year as far as they can go 
to cover all eligible recipients While reauthorization amendments 
cortsistently have expanded the authorized annual maximum awards, 
appropriations never have kept pace with authorized increases. Moreover, 
Congress has increased the number of students eligible to participate in the 
program. Broadened eligibility, combined with stagnant appropriations, has 
created a situation in which, b^ 1*^2. 4 2 million Pell Grant recipients shared 
essentially the same amount of monrv in constant dollars that was 
distributed among 2.9 million •students in 1987.

Other policy changes increas'd ihe utilization of federal student loans 
In 1992, for example, the creation of the unsubsidized loan program, the 
expansion of student aid eligibility to more middle-income families, and 
increased borrowing limits guaranie»?d that more students would turn to 
loans to help pay for their postsecundary education. Thanks in large part to 
these changes, the number of student loans made annually increased from 4.6 
million in 1991-92 to 7.1 million in 1995-96.
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We urge Congress to restore the Pell Grant program as the central focus
of federal student aid to low-income students. Keeping the 
Grants on the financially needy should be one of the most important 
objectives in the coming reauthoriaation. Enactment of several ideas 
cuirently under consideration would be a valuable step in this direction.

cfnH.nts - We applaud the President's decision to bc«st failing 
for the Pell Grant program m the fiscal year 1998 budget by $ i ion. e

‘“'''‘‘‘rfrrTvlT^ude".'uS::::: .»s9,.5o. .o. *6,000.»*12,030
" Tas ted Independen. students without dependants whan one yousa ,s

IrlioTlad m collage; and from 53,000 to *9,950 for tn.rrt.d
students withouT dependents when both Sianaes
Approximately S700 million would be required to make these changes.

We believe that the proposed increases in the income protection

independents students without dependents from $6,000 to ^
Congress should raise the dependent student earning allowance from th 
current level of $1,750 to a more reasonable $4,200 We believe that the

spend on independent students
in ,h. 1992 Amendments. Congress mod,had lha Pell Gtant award rule to 

make a student's award sensitive to the tuition charged at the institution. At
present, no consensus esists w ithin the higher education “"he^
d.vree of tuition sensitivilv is deMrable Some associations believe that the 
S awaiS rule provides a more than .adequate level of tuition sens.tiviry, 
while others contend that the rule should be made more tuition sensitive

PPGE 4

;# 4/ 4

21 Strfntrthfn nrogfim- torrethfr with Pe 1 GraplSe
J The Supplemental Educational

OoL7mLtv Gr7nt SE^l progr^^^^ Work-Study (FWS) program,
and^the Perkins Loan program allow Cs>mpuS an/sTudent
funds directly to students who need resources
loans to meet college costs The^e programs are flexible and work well.
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Recommendations for 

Reauthorization of the Higher 

Education Act

Submitted by:

American Council on Education 
American Association of Colleges for Teacher Education 

American Association of Collegiate Registrars and Admissions Officers 
American Association of Community Colleges 

American Association of State Colleges and Universities 
Association of American Universities 

Association of Catholic Colleges and Universities 
Association of Governing Boards of Universities and Colleges 

Association of Jesuit Colleges and Universities 
Coalition for International Education 

Coalition of Higher Education Assistance Organizations 
Council for Advancement and Support of Education 

Council of Graduate Schools 
Council of Independent Colleges 

Council for Higher Education Accreditation 
National Association for College Admission Counseling 

National Association for Equal Opportunity in Higher Education 
National Association of College and University Business Officers 

National Association of Graduate-Professional Students 
National Association of Independent Colleges and Universities 

National Associahon of State Universities and Land-Grant Colleges 
National Collegiate Athletic AsRodation 

National Council of Educational Opportunity Associations 
The College Fund/UNCF 

University Continuing Education Association

March 19,1997
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This report has been prepared to help the House and Senate 
authorizing committees as they undertake the reauthorization of the Higher 
Education Act. We have organized our suggestions around 15 goals that we 
believe are the most appropriate for federal higher education policy.

1) Maintain and strengthen the forus nn finagrially nqpdy 
moderate income students. The Higher Education Act (HEA) has helped 
open the doors of higher education to millions of students who otherwise 
would have lacked the resources to enroll- Today, thanks to the availability 
of federal student assistance, a larger percentage of low-income students than 
ever before are participating m higher education. In 1970, 46 percent of 
students from the lowest-income families went to college. By 1994, 58 percent 
of the Students from the same income group were enrolled. In an era in 
which It is commonplace to que!stion the value of federal programs, it is clear 
that we have made progress. But we can, and should, do better. The Higher 
Education Act is the indispensable tool to accomplish this goal.

The Pell Grant program embodies the federal policy objective of 
achieving equal education opportunity However, the constant-doilar value of 
the maximum Pell Grant award ^^aked in the mid-1970s. Nearly 25 years after 
its inception, the program has been far outstripped by the federal loan programs 
as the chief means of financing higher education for low-income students.

Several factors have contributed to the decline of the purchasing power 
of Pell Grants and the concomitant rise in federal student loans as a financing 
mechanism for higher education Foremost among them is the fact that, 
unlike loans. Pell Grants are funded through the annual appropriations 
process. Appropriated funds must be stretched each year as far as they can go 
to cover all eligible recipients VVhile reauthorization amendments 
consistently have expanded the authorized annual maximum awards, 
appropriations never have kept pace with authorized increases. Moreover, 
Congress has increased the number of students eligible to participate in the 
program. Broadened eligibilnv. combined with stagnant appropriations, has 
created a situation in which, b\ 4 : million Pell Grant recipients shared 
essentially the same amount of monrv in constant dollars that was 
distributed among 2.9 million -tudenis m 1987.

Other policy changes incrv.wd ihe utilization of federal student loans 
In 1992, for example, the creation of the unsubsidized loan program, the 
expansion of student aid eligibility to more middle-income families, and 
increased borrowing limits guarantec'd that more students would turn to 
loans to help pay for their postsecondary education. Thanks in large part to 
th6S« changes, the number of student loans made annually increased from 4.6 
million in 1991-92 to 7.1 million m 1995-96.
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We urge Congress to restore the Pell Grant program as the central focus 
of federal student aid to low-income students. Keeping the focus of Pell 
Grants on the financially needy should be one of the most 
objectives in the coming reauthorization. Enactment of several ide s 
currently under consideration would be a valuable step in this direction.

Students - We applaud the President s decision to bwst foiling

students without dependents when both spouses are enrolled m coUege- 
Approximately $700 million would be required to make these changes.

We believe that the proposed increases in the income protection 
allowances are extremely generous and recommend that 
needs of both independent and dependent students, using the sarne amount
of money the President proposes to spend on independent ^
Specifically, we recommend that Congress increase the income protection 
Xwance for single independent students, and for married independent 
students when both are in school, from $3,000 to $6,000, and for married 
i^fp^ndents students without dependents from $6,000 to 

CongVess should raise the dependent student earning allowance from the 
current level of $1,750 to a more reasonable $4,200. We believe that the 
current earning allowance is unreasonably low and acts as a disincentive to 
student employment Increasing the allowance as we have proposed will 
provide the proper incentive All changes we recommend can be 
Lcomplished for the same amount of money the President has proposed to 

spend on independent students

In the 1992 Amendments. Congress modified the Pell Grant award rule to 
make a student's award sensitive lo the tuition charged at the institution. At 
present, no consensus ex.sts w.ih.n the higher education community over 
degree of tuition sensibviiv is deMr.ibk Some associations believe that he 
c!rVem award rule provides a more than adequate level o ‘^^on ser«mviry. 
while others contend that the rule should be made more tuition sensitiv

2) <;tr*n«Hhen eemBus-based prQgfjps so that, together wUh PtU GHDU* 
>h>v will hflr r*duf# Oudent borrowing. The Supplemental Educational 
oJportumty Gr7nt (SEC«rprogr:;,;^V Work-Study (FWS) program,
and the Perkins Loan program allow campus financial aid officers toprovi 
funds directly to students who need resources beyond Pell Grants and studen 
loans to meet college costs The>e programs are Hexible and work well.

PPGE 4
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pi4ir
Barry White 
06/10/97 03:29:56 PM

Record Type: Record

Robert M. Shireman/OPD/EOP

cc:
Subject: More on Clay's proposal

Forwarded by Barry White/OMB/EOP on 06/10/97 03:30 PM

S. A. Noe

06/10/97 02:43:32 PM 

Record Type: Record

To: Barry White/OMB/EOP, Kathryn B. Stack/OMB/EOP
cc: Patricia A. Smith/OMB/EOP
Subject: More on Clay's proposal

• Clay's proposal would be more expensive than the President's. Compared to the President's, Clay's 
proposal costs $114 million more in FY1998 and $872 million more for a five-year period 
(1998-2002).

• In FY 1998, Clay's proposal would serve 180,000 more dependent students and 90,000 fewer 
independent students without children than the President's. As a result. Clay's proposal would serve 
about 90,000 more students than the President's. For a five-year period, Clay's proposal would 
serve 608,000 more students than the President's.

• Clay's proposal seems to help dependent students from lower-middle- or middle-class families at 
the expense of poor independent students.

o In comparison to the President's proposal. Clay's proposal would provide lower grants 
to fewer independent students without children (especially students with an income of
$10,000 or more).

o A large number of new students served under Clay's proposal are dependent 
students with a family income of $25,000 or more. Also, under Clay's proposal, most (or all) dependent 
students would receive more grants than under the President's.

You asked for Pell reestimates. But ED does not have information to do its reestimates. At the earliest, 
their estimates will be available on Tbursday or Friday. ED speculates about a $50 million (or less)



downward change to the FY98 outlays.


