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A second criticism is that the tax proposals will encourage colleges to drive up tuition. 
But this criticism would seemingly apply to all Federal aid for higher education, and the 
evidence suggests that such aid has not had much effect on tuition costs. Postrel noted that 
college tuition rose rapidly in the 1980's, but she failed to recognize that inflation-adjusted 
Federal aid fell about 1 percent per year during that time. Conversely, during the latter half of 
the 1970's, real Federal aid rose while real tuition levels remained roughly flat. Furthermore, 
Postrel’s argument would suggest that Georgia should have experienced rapid tuition increases 
since the Georgia Hope Scholarship was introduced in 1993. But since 1992, tuition costs at 
public 2-year community colleges in Georgia have risen less than in the nation as a whole.
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BYLINE: By Susan Lee and Daniel Roth 

HIGHLIGHT:
Because what they sell is such a good investment, colleges have gotten away with 
obscene price increases. Not much longer.

BODY:
THEY'VE DONE IT AGAIN. Colleges and universities ramped up tuition for this 

academic year by almost double the rate of inflation. Four years of room, board 
and tuition at a decent private liberal arts college now costs about $ 100,000.

Forbes, November 18, 1996

But hold the outrage. The overall figure is hiding some amazing countertrends 
— dozens and dozens of schools actually cut tuition this year. Yep, the market 
for higher education is beginning to show signs of competition.

"Students and parents are confronted with a huge variety of choices," says 
Gordon Davies, director of the Council of Higher Education for Virginia. "They 
are shopping around for the best deals. And it's going to become even more 
competitive."

Look at what's happening at North Carolina Wesleyan in Rocky Mount. Potential 
students were shunning this private liberal arts college to attend cheaper 
neighboring public colleges. "A lot of folks wonder if a small private college 
is worth the investment," says President John White. "Why shouldn't a parent 
send his or her kid to Virginia Commonwealth or East Carolina University if it's 
cheaper?"

And — with the cost of higher education already a nightmare for 
middle-class families ~ why not, indeed?

So this year North Carolina Wesleyan cut tuition for incoming students 23% 
and froze payments for returning students. Now, with tuition at $ 6,600 a year, 
Wesleyan is within about $ 2,000 of its public school competitors. (And the
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new, lower tariff bounced up enrollment by 40 students.)

North Carolina Wesleyan is not alone. Among the price-cutters are the 
University of Rochester in New York State, Pine Manor College in Chestnut Hill, 
Mass., Waldorf College in Forest City, Iowa and Muskingum College in New 
Concord, Ohio.

Some schools, like Bennington College in Vermont, have frozen tuition, while 
others, like prestigious Rice University in Houston, have limited increases to 
the rate of inflation for continuing students.

While a lot of the cutting comes from the generally pricier private schools, 
some state schools have also gotten into the spirit. Tuition at public colleges 
and universities is, of course, politically negotiated. Here, the downdraft in 
charges is the result of public pressure on state legislatures.

Massachusetts lowered tuition by 5% this year for its 24 schools; Virginia 
froze tuition at 39 schools through 1998; and all 23 California state schools 
are holding payments at 1994-95 levels. Other public institutions, like those in 
the state of Michigan, Washington and Pennsylvania, have limited increases to 
close to the rate of inflation.

Also notable, a few private and public schools, such as Arizona's three state 
universities, have started to reduce the cost of getting a degree indirectly by 
reducing the length of time it takes to get one. Bates College in Lewiston, Me. 
and the State University of New York at Brockport have started three-year degree 
programs. Cutting a year off degree time means both a smaller tuition bill and 
earlier entry into the work force.

Few things grow at high compound rates for very long periods of time. Medical 
care costs seemed to be an exception, growing at roughly twice the rate of 
inflation throughout the 1970s and 1980s and into the early 1990s. But just when 
people figured there was no slowing medical costs, in the last few years the 
darned thing suddenly ceased defying gravity.

A bit later, but just as inevitably, the same thing is happening with college 
education. Parents who have been paralyzed by sticker shock in the past are 

finally responding the way any strapped consumer would - they are searching out 
lower-cost alternatives. And colleges are responding to this resistance the way 
any business would - they are lowering prices and searching for ways to 
increase their employees' productivity.

These price breaks are coming after 15 years of sharply rising tuition costs. 
According to a GAO report, at public four-year colleges and universities.



which enroll about two-thirds of all college students, tuition rose an 
astonishing 256% from 1980 to 1996, despite the fact that the Consumer Price 
Index logged only a 79% increase during the same period. At private schools the 
runup from 1980 to 1995 was 219%. If costs continue to grow at past rates, then 
parents having a child this year could expect to pay about $ 90,000 per year in 
tuition, room and board to send him or her to a private college.

Why were colleges and universities able to exercise what business people call 
pricing power at a time when businesses were finding it progressively harder to 
pass cost increases on to their customers?

In economic terms the answer is that higher education has been such a good 
investment. By all measures, and even after factoring in the compounding costs, 
a college degree pays off. In round numbers, a college diploma earns an annual 
return — after accovmting for inflation — of 13% to 14% on its cost. That 
beats the long-run returns on stocks. It swamps the returns on bonds. It 
explains why your kid probably wouldn't be better off if she or he invested the 
college money and went directly to work after high school.

(Technical note: Returns are figured by comparing the present value of a 
college graduate's expected lifetime earnings to the present value of a high 
school graduate's earnings. The difference between them is then cast against 
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the present value of all the costs involved in getting a degree, including 
income not earned by going to college. This result is the return on the college 
degree's cost. As W. Lee Hansen, professor emeritus of economics at the 
University of Wisconsin at Madison, explains: "The return is a rough equivalent 
of the inverse of a price/eamings ratio." In other words, the potential yield 
from investing in a college education is akin to buying stocks when the market 
is trading at around 7.5 times earnings.)

As you would expect in an economy that has shifted rapidly toward depending 
more heavily on brainpower than on brawn, the return on a college degree is 
nearly at a record high. After slipping to single digits in the 1970s, returns 
on a college degree started going back up in the early 1980s.

Kevin Murphy, economics professor at the University of Chicago, found that in 
1980 a college graduate earned about 43% more an hour than a worker with only a 
high school diploma. By 1994 that earnings advantage had ballooned to 73%. "The 
premium attached to a college degree may be as high as 75% to 80% now," says 
Murphy.

For women the earnings reward is even more dramatic. According to U.S.



Department of Education figures, college women earned 99% more than their high 
school counterparts. Forbes, November 18, 1996

Even at the most primitive level -- employment - people who hold a college 
degree are better off. Rates of unemployment are three times higher for 
25-to-29-year-olds with only a high school diploma than for those with a college 

education.

What's the magic? When he dropped out of Harvard, Bill Gates showed that lack 
of a sheepskin is no handicap for a smart and determined entrepreneur. By the 
same token, among Forbes' 200 Best Small Companies, one in five has a chief 
executive who didn't graduate from college.

But whatever the exceptional cases, the fact is that on average college 
graduates do earn more and nongraduates are more likely to end up in dead-end 
jobs. There aren't many parents willing to gamble their children's future on 
Bill Gates' example. Statistics say that a college education, no matter how 
costly, is a splendid investment. Even more when you think of college as a 
meeting place for future mates.

Not to put too fine a point on it, but the demand for places in the top 25 
schools is so strong that many feel the proper question is; Why is tuition so 
low? These colleges have an enormous excess supply of students who not only can 
pay current charges, but also would cheerfully pay even more for a ritzy degree. 
Tuition at elite schools would have to rise a lot more before a

market-clearing price is reached.

All this helps explain why a college education has become so costly. 
Nevertheless, market forces have finally started to assert themselves. Why now? 
The answers lie in the weird financing structure of higher education.

First, the purchase of a higher degree involves an intergenerational 
transfer. While it is true that children reap a high return, and often bear some 
of the burden in the form of student loans, which must be serviced, it is their 
parents who normally bear the brunt of the investment. This financial burden, 
both in terms of absolute dollars and as a share of family budgets, has reached 
the breaking point.

The higher education issue is identical to the medical cost issue. The 
question is no longer: Is it a good investment? The question is becoming: Can we 
really afford it?

From 1980 to 1995, as tuition costs were streaking out of sight, median 
household income rose only 82%. For public colleges, tuition has risen almost



three times more than household income. Tuition at private colleges and 
universities now takes almost twice the proportion of household income it did in 
1980. No wonder the middle class is screaming: "Enough!"

Forbes, November 18, 1996

As Peter Likins, president of Lehigh University in Bethlehem, Pa., puts it:
"Families realize that this is a good investment, but they don't have the money 
up front. Median family income is not growing fast enough to sustain the tuition 
hikes." (Lehigh has been reducing the growth rate of its tuition over the past 
two years, with an eye to keeping it ^within the rate of inflation.)

In Virginia, for example, tuition as a percent of per capital income went 
from 13% between 1969 and 1989 to 18% from 1991 to 1994. "We were losing touch 
with the ability of Virginians to pay for college tuition," says Gordon Davies.

With the continued deterioration of public elementary and secondary 
education, more and more parents sacrifice to send their kids to private 
schools. By the time the kids are ready to go to college, the family exchequer 
is looking pretty empty - especially if the kids' grandparents suddenly need 
looking after.

Second, and probably just as important, the growing cross-subsidization among 
students is beginning to annoy parent investors. The spread of racial and gender 
quotas means that a larger portion of the student body must be subsidized to 
meet the diversity goals. Schools, in turn, are finding that money by 
intensifying their price discrimination - charging more to those who can afford 
it, and using the surplus to pay for those who cannot.

Forbes, November 18, 1996

This kind of price discrimination, by the way, is perfectly rational; 
enterprises from airlines to museums do it. It's a way of maximizing revenue by 
catering to different demand elasticities - charging different prices to 
customers who have different budgets and priorities.

But however rational it is for schools, the practice strikes parents whose 
kids receive little or no financial aid as unfair and discriminatory. They are 
being asked to make an investment in the children of others, and at a time when 
the cost of the investment is painfully high. "Parents of full-freight [paying] 
students are becoming aware that half the students are receiving subsidies," 
says David Breneman, dean of education at the University of Virginia in 
Charlottesville. "These parents are increasingly rebellious."

Many educators are seeking to quash the rebellion by making concessions to 

the rebels.



Why haven't prices fallen further? And faster?

The pressure on schools to reduce tuition is being met with a powerful 
opposing force -- raw need. Colleges and universities, public and private, have 
become increasingly dependent on tuition as a source of funds while state and 
federal aid, as a percentage of revenue, has declined. For public schools, 
November 18, 1996

government aid per full-time student has shrunk from 66% of revenue in 1978 to 
51% in 1993, while tuition climbed from 16% of revenue to almost 24% in that 
same period.

Meanwhile, costs per full-time student have been shooting up faster than the 
rate of inflation for the past two decades. The main engines of these costs have 
been faculty salaries and administration.

Some of the burgeoning expenditures are driven by increases in the costs of 
complying with federal regulations, such as the hazardous waste disposal laws, 
title IX of the Education Amendments of 1972 (which prohibits discrimination 
on the basis of sex, including collegiate sports for women) and the Americans 
with Disabilities Act of 1990.

Also, the diversity commitment has accelerated the cost of recruiting 
students, counseling them, providing remedial help and expanding financial aid 
programs. (There are more than 700 regulations governing student aid programs 

alone.)

These are the sorts of expenditures that are difficult to keep in hand.

Forbes,

The good news is that faculty salaries are pretty much under control. The 
mega-increases of the 1980s had flattened out by 1990, and salaries have been 
relatively stable since. Moreover, colleges are discovering that they can wring 
productivity increases from instruction. (See box, opposite.) A decade later 
than industry did it, and much more timidly, educators are starting a certain 
amount of downsizing and reengineering.

So what can parents expect as they seek ways to finance this high-return 
investment? Not total relief, but some easing of the pressures. The most 
significant price slashing will come from lesser-knovm private colleges and 
universities that are in direct competition with the vastly cheaper state 
schools. (Don't count on the brand names to follow suit, however; tuition cuts 
for the top tier will be decorous — if at all.)

Generally speaking, college cost increases should slow to the inflation rate



over the next decade. The Avinds of competition are howling, and not even those 
sturdy old redbrick buildings will be able to keep out the chill.

Reversing the trend . ..

School
Tuition

'94-'95 '95-'96 '96-'97 % change

Pine Manor College, Massachusetts * -- $ 15,650 $ 10,000 -36.10%
Muskingum College, Ohio - 13,850 9,850 -28.88
University of Rochester, New York * $ 17,840 13,730 - -28.03
North Carolina Wesleyan - 8,600 6,600 -23.26

College of New Rochelle, New York — 12,200 11,000 -9.84
Waldorf College, Iowa 10,355 9,450 - -8.74
University of Massachusetts schools — 2,040 1,938 -5.00
(average)
Massachusetts state colleges — 1,420 1,350 -4.93
(average)

* For in-state students only.
Sources: Forbes; National Association of Independent Colleges & Universities. 

... or freezing it

School
Tuition

'96-'97

Bennington College, Vermont * $ 25,800
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Friday! Mdrcn ?l. 1997. ANNA L PE5CE, of 
CoiuTiDia, MD. Beloved wife of the life John A. 
Pesce. mofhar of JoAm M. SoporowsKi, Dennii C. 
Pc5.ce and FranK J. Pesce; sisier of Mary Sena

grandmother of Jennifer, 
Jonafhan. John and Dian< 
,Tf3v call af COLLINS F

and me laie Louis Luisi and Anfnonv Luisi; 
mother in law of Raymond. Deborah and Dorothy.

■;r, Rav. Anthony. Nathan. 
Relatives and friends 

af COLLINS FUNERAL HOAAE, 500 
Univers.ty Blvd. West. Sliver Spring. MD, Monday 
'i »o 4 and 7 to 9 pm. Mass of Christian Burial at 

■ Redeemer Catholic Church, Summil Avenue 
ion, MD, Tuesday, 
Entombment Gale ot

HfavOP Cemetery

Holy I 
and (

PHILUPS, WILMA W. „
On Friday, March 21. 1997 ot Annaoolis. MD. 
Beloved wife ol the late John W. Phillips; mother 
ot Deborah Sugar and Michael Weeks, stepmother 
ot Wavne Bruce Philips, Sr., Lawrence Antnony 
and Alan Brian Phillips, grandmother of Nichole 
and Kristin Sugar Relatives and iriends may call 
at me EVANS FUNERAL HOME, Inc. on Mon­
day 2 to 4 and 7 to 9 p.m. where services will be 
neld on Ti

'S^=d?f^dSrv.'’^l?S,V.997, H Pfce,.,.
Deioved husband of C. Susan PickeraH; lather ol 
Sari C. PfCkerali. brother of Marv E. and Mariorie 
E Echaro. Friends may call at THE GEORGE P. 
KALAS FUNERAL HOME. 6160 0*on Hill Rd, 
0*on Hill. Md, on Tuesday from 7-4 & 7-9 diti., 
where services will oe held on Wednesday, March 
26 al 9 a.m Imermeni Maryland Veterans 
Cemetery, Cheltenham. Md

Or Friday. March 21.1997 of Ariignion. VA. 
Loviny wife ot Thomas Alired Pilson, Sr.; mother 
ot Mary Lou Johnson ot McLean. VA, Thomas 
Allreo P'ison, Jr. Of Potomac, MD and Barbara 
Snvder of Seattle. WA She is also survived by six 
granocnildren and two great grandchildren. 
Graveside services will be held at 2 p.m. on 
Monday. Marcfi 24 at Columbia Gardens 
Cemeiery. Friends may assemble at the cemetery 
office d 1:4S p m. A memorial service will be held 
al 2:00 P.m. on Saturday. March 29 at the 
Founorv United Memodist Church, 16lh & P Sis. 
NW, Washington, DC. Contributions may be made 
to Asourv Colleye Wilimore. KY 40390 
Arrangemenls bv MURPHY'S FUNERAL HOME 
ot Ariingion.

FRACER, LESLIE KAREN
On Friday, March 21, V 
PRAGER ot Bowit ivoied

Friday. March 21. 1997. LESLIE KAREN 
MO. beloved wife ol John 

Lauren and AdamPrager. <jcvoi
Services 

MEMORIAL CF 
Rockv'itle. MO on Mom

Prawe;; dear daugnier ol Sieven and Lillian 
Landis. Services at DANZANSKY-GOLDBERG 

jRlAL CHAPELS, 1170 RockvIUe Pike.
idav, Marcn 24 ai 1 p m. 

Lebanon Cemeierv, Adeiohi, MD. 
Tne tamiiv will be in mourning ai the residence ot 

through Wednesday evening.Expres 
made i 
Bowie '

PRESTER, IRENE
On Wednesday, March 19. 1997, devoted mother 
of Oue-=n E Minor, Ernestine Foreman, Darlene 
L Downing, Vaiiean A Battles and Edward 
Priesler. sisier ot Willie Richardson, ol Saluda. 
South Carolina, sisler-irt-law of Lucille Harris of 
Ohio. She is also survived bv thirty-five 
granochiidren, many greai-grandchiidren, a host 
of other relatives and friends. The late Mrs 
Prester will lie in state at The Kingdom Halt of 
Jehovah's Witnesses, 1206 Doewood Lane, Beaver 
He.ynts, Md. Monday, March 24, 10 a.m until 12 
noon. Iniernmenf Harmony Memorial Park. 
Services Pv

RAND. NEWELL S., JR.. PGK. FDD
Members of SI Columcille Council 
4S3I7 are asked to assemble tor 
Rosary on Monday. March 24, 2.30 

, Lee Funeral Home, Clinton.
Donald M Horan, G K. 

Paul R Hohman. F S.

RAND. NEWELL S.. JR. Commarjder. 
Marytand Natwnaf CaiMM Parli PeUce 
Prmce George County Division.
Suddenly on Wednesday March

MD, the loving he_______
. _ . 'lector of 

Christopher S and Donna J
. devoted lather and protector i

1 19, 1997 of Ft
land ot Donna M 
:tor of 
> and 
ithan I surviv 
fiND h 
■Iher ar

the LEE FUNERAL HOME, 
Branch Avenue and Coventry Wav, Clinton. MD 
on Monday from 2 P.m. to 4 o.m. and 6 P.m. to £ 
p.m Mass ot Resurrection wilt be celeoraied on 
Tuesday March 25 at 10 a.m in St Bernard's

and Deani
Rand Doling grand dad of Ethan Davis and 
Taylor Rae Rand He 
extended tamitv THE 
CAPITOL PARK POLICE, a bre 
Friends mav call al the LEE F

d He IS also survived bv h 
THE MARYLAND NATIONA

Roman Catholic Church, 5700 Si 
Riveroate, MD 20737. Commitial 
held ai Ft Lincoln Cemelarv. inli

lina. Memoi 
memory .
Alumni Associaiion tPC 
Rd, Riverdale, MO 20737.

Services will oe 
ternrenl wKI laxe 

_ _ Edgecombe
arboro. North Caro-

•norial contributions mav b*» maoe in t 
to Park Communitv Volunteer Acader 
Associaiion (PCVAAA). 6700 Rlverdi

Of Silver Soring, MD; husband ot Margaret t 
RIddteberger; lather ot Victoria Brooks Wiiiti Pamela 

' and 5
Elirab . ____

Sandier. Services and inlermeni private.

Pamela Hcaih
___ «e and Stephen R __
Amv Elizabeih Winter

ger;
Kri;

isten Brooks

On Friday, March 21. 1997, of

i)K\TH goners
STRICKLAND. CATHERINE I
On Thursday, March 20. 
STRICKLAND Ol Washington, 
the late Lt Co Harold H. Strickland, 
survived bv her nephew Darnel A

CATHERINE P.
Beloved wife of 

USAF Sh? IS 
Murnhv and 

1 of

tSEPH GAWLER

ster-in-law 
Friends i

5130 Wisconsin
I Ti ' '

6 to 8 o.m. Funeral Liturgy will be o 
Cnurch ot the EPiohany. 2712 Dumbarton Street, 
NW Wasl- 
al 12:30 c

Avenue al Harrison Street, NW o'' Tuesday from 
will be offered al Sin

ishinglon, DC on Wednesday. March 26lh 
. Graveside services will follow al 2 

p.m. af the Ariingion National Cemetery.
DONAUO

NORMAN SUTHERLAND, beloved husband of F. 
Nita Williams Sutherland; father of Elnabein. 
GeoHrev and Alan Sutherland and his wite Kale; 
brother of 4 
three gram Sutherland lane, Kara 

trvices will

Kaittvnmdcnildren.
Funeral

& BASFOr'd'^?UNERAL home' 106 Easi Church 
Sireet. Tredenck MD. Interment will be private. In

•4 at 1 p m. from the 
lERAL HOME. 106 E' 

St, Frederick MD. Interment will be 
lieu of flowers memorial conlrlbuiions 
made to a charily of vour choice.

neld c CEENE

BERNARD J.
March 20^ IW7 BERNARD J,

SWANOIC. BE
On Thursday, March 20.
SWANOIC of Oerwood. MD. Husband 
Nazaretta M. Swandic; father of James R. 
Swand.c of Silver Soring, MD, Lawrence J. 
Swandic ot Orofino, ID, Sandra L Swandic of 
Chesapeake Beach, MD and Nancy A Swandic ol 
Derwood. MD; brother ot John F Swanrtich of 
Mo'jtainiop. PA; grandfather ol Alexander J. 
Swandic of Orofino, ID. A memorial mnss will ue 
offered al SI. Francis ot Assisi Catholic Church, 
6701 Muncasier Mill Ro, Derwood. MD 20855 on 
Wednesday, Marcfi 26 al 1:30 o.m. In lieu ot 
llowers memorial conlrioutions maybe made to SI 
Francis of Assisi Calnotic Church at the above 
address. Arrangements bv DEVOL FUNERAL. 
HOME Gaithersburg, MD

............... Montgomery Council
arc hereby notified oi Iht death ot 
H.L. Member, BERNARD J SWAN­
DIC. Memorial mass, SI Francis of 
Assisi Church, Derwood, MD, 
Wednesday. Marcn 26. 1:30 o.m

Joe BerdinI, O.K. 
Pal Cribbih. F.S.

THOMAS, CHARLES WALLACE (Aoe 68)
On Wednesday, March 19, 1997, al Potomac

nieces, necnews, relal------------------------- . .
be received Irom 7 lo 9 p.m , Monday. March 24, 
1997 at the Little Union Baptist Church. 17016 
Mine Road, Dumfries. VA where service will be 
conducted 12 noon, Tuesday, March 25, 1997. 
Pastor Leonard Lacev, officialmg Interment Glen 
Haven Memory Gardens, Falmouth, VA, 
Arrangements bv AMES FUNERAL HOME, 
Manassas, VA.

THOMAS, WILLIAM ill (B.T.)
On March 18, 1997 ot Caoilo' Heights, MD Loving 
son of Rev WHIlam and Rosa Thomas, Beloved 
brother of Sharon Thomas; Grandson of Robert 
and Amelia Harrison and Oqnelia Thomas. Also 
survived by an uncle. TaWK^'

and friCTds. Visitation 4 o.m. to 8 d m. Sunday, 
March 23. ai J. B. Jenkins Funeral Home. 7474 
Landover Rd. and services will be held ll a.m, 
MofKlav al Aniioch Bautisi Cliurch, 13205 Old 
Marlboro Pike. Upper Marlboro, MD 20772. Inler­
meni Harmorv Memorial Park. In lieu ol flowers 
contributions mav be made to Antioch BapiiM 
Church Scholarship Fund in merTtorv of William 
Thomas III.

allie Thomas; two aunts, 
_ _ Romeo, a devoted niece,

Nicole Hutchison and many other relatives 
to 8 D

THOMPSON-WILLIAMS. . ...
On Wednesrfay, March IV, 1997, beloved wife ot 
Charles Williams, Sr.; devoted mother ot Francine 
Dease, Valerie McGhee. Charles Jr. and Maurice 
Williams. She is also survived bv seven 
grandchildren; tour sisters, two brothers, a host of 
other relatives and friends. Visitation on Tuesdav, 
March 25. from 10 a.m. until time of funeral 
service ai 11 a.m. al Greater Fellowship 
Misstonarv Baptist Church, fll4 Alabama Avenue. 
SE. Pastor Carev E. Pointer. Jr., ufficiating 
ln'erm®nf Lincoln Memorial Cemetery. 
Arrangements by JOHNSON 6. JENKINS

THURMAN, MILDRED M •MILLIE" (85)
On Wednesaav, ,M«/cri 19, 1997 o| Wash.nglort,
DC at the Carroll Manor Nursirtg Home. Belov 
wife ot the iaie John T. Thurman; mother ol E 
C. Clark; rrxjiher-in-law ot Francino Cox, Tnere 
Clark, and Traev Tucker; grandmother o' 
Clark., Brvani ”TJ" Clark. Kimberly Clark.
Cox, James Cox and a hosi ol nieces, nenhews, 
other relatives and friends. Visi'alion on Tuesoav 

" -- at Rock Creek Baptist Church,
4201 8ln Si, NW. where I 
follow at 11 a m- Rev. Jeffrey l 
Iritermem Maryland National 
Laurel. MD Arrangements enirusled 
ERN FUNERAL HOME

■ homegoing service 
?ffrev L. Mitchell. Pa; 
stionai Memorial P

will
islor.

Park,
MOD-

of Cornelius. Katie and Euia Knolton; 
Arthur and Daisy Tnce, Joann 
Rollings, Barbara Jones and Cecelia 
Pavne. .sister of Euia Jenkins, 14 
grnndcniloren; Ihret grea'-giandchil- 
dren; a host of other reianves and 
friends. Visuaiion Monday. March

10 a.m Ik lime ol service. )| a.rri.. at The 
Mount Joy Baptist Church. 514 41I1 St , 
Intermeni Washington Naitonat Cemelerv.

, by HORTON'Srangemenis b'
TUSING, DOROTHY S. (OOtri^

Gore Touts Tax Relief Plan for G)llege Tuition
By Mike Allen

Washinalon Pont Staff Wnter

The tax relief for families of col­
lege students that President Clinton 
louts as a G1 Bill for the 21st centu­
ry IS being greeted skeptically by 
some parents in the Washington sub­
urbs, who say it would provide only a 
little help with a huge headache.

Vice President Gore breezed into 
an Arlington high school last week to 
take part in a made-for-TV discus­
sion of the president’s plan. He lis­
tened to the college-tuition fears of 
one family and plugged the Clinton 
proposal, which is designed to make 
college as common an experience in 
the future as hjgh school is today.

“As millions of students head for 
spring break, the rest of us should 
get to work giving America’s stu­
dents a real break—tax cuts to pay 
for college,” Gore said.

In later mterviews, several Virginia 
and Maryland parents said they'll take 
any help they can get but wonder how 
big a break this really would be. And 
some echoed the concerns about logis­
tics that have been raised by econo­
mists and educators.

Marcia Malloy, of Arlin^on, who 
will have two daughters in college 
next year, said she would appreciate 
either the $1,500 tax credit or the 
$10,000 tax deduction that the ad­
ministration is asking Congress to 
pass—but needs a lot more.

“We kind of look at sending a stu­
dent through college as a giant puzzle," 
she told Gore. “My husband does wed­
ding photography on the side. I teach 
art lessons. Our children are out work­
ing. Having this piece would also be 
another very helpful piece."

The Malloys have five daughters, 
ages 5 to 20. and have saved especially 
for what they call "the overlap years” 
ft-hen two are in college at once.

Christine Malloy, 17, is a senior at 
Washington-Lee High School and 
plans to attend college this fall to 
study busmess or art.

“It’s a lot of pressure,” she said. “We 
know how much our parents are saving, 
and we don’t want it to be like that. It’s 
really great to have this help.”

Most benefits of the Clinton plan 
would go to families making $35,000 
to $80,000 a year. Secretary of Edu­
cation Kichard W. Riley, who accom­
panied Gore, called them "the educa­
tionally poor"—too well-off for most 
grants but unable to afford tuition.

b't MARK fIfihtNSTAfDt FOP IHC .VASHINCIOH K)S^
Vice President Gore shakes hands with senior David Hernandez at Washington-Lee High School in Arlington.

One option in the Clinton plan 
would enable a family to subtract as 
much as $1,500 from its tax bill to 
help pay for the first year of college. 
The family could take the tax credit 
again in the second year if the stu­
dent earned at least a B-minus aver­
age. The tax credit, modeled on 
Georgia’s Hope Scholarship, is de­
signed to cover the cost of a typical 
community college.

As another option, a family could 
deduct tuition costs of as much as 
$10,000 a year from its taxable in­
come for each student in college. 
This tax deduction gets progressive­
ly smaller as a family's income rises 
above $80,000 and is eliminated for 
families with incomes of more than 
$100,000. Eligible families would 
have to choose the tax credit or the 
tax deduction, not both.

Rich Crowley, the director of stu­
dent services at Robinson Secondary- 
School in Fairfax County, said he is 
very enthusiastic about the package.

Crowley said families at Robinson, 
which serves Burke and Clifton, are 
generally middle-class, with incomes 
that look good on paper but who 
have trouble paying today's tuitions.

"This is a group that's gotten vir­
tually no help," he said. "One ol the 
most disappointing evenings we 
have is when we have a financial aid 
meeting and people realize that tlieir

incomes fall in an area where they 
aren't going to be able lo get much.”

To mark the introduction of the leg­
islation in Congress last week. Gore's 
staff turned the library of Washmgton- 
Lee High School in Arlington into a 
television studio durmg second penod 
Thursday. Sixty students were picked 
for the audience, and the rest were 
banished for secunly reasons.

Study carrels and computer ter­
minals sat empty all morning as a 
caniera-fnendly blue drape was liung 
over the wmdows and tour tables 
were arranged so Gore could ch.it, 
talk show-style, with the Malloys 
and six other guests.

Gore described the pack.ngc as a 
latter-day version of the Gl Bill, winch 
financed college for World War II vet­
erans. "Generation after generation of 
Americans have relied on education, 
and especially college education, as 
their ladder to a better life," Gore said^ 
“The [president's] Hope Act of 1997 
provides that ladder for anyone who's 
willing to climb it."

A spokesw'oman for the Depan- 
ineni of Education said most re­
sponse to the plan has been favor­
able. and the administration released 
a list of more than 250 college presi­
dents who have endorsed the ideas.

But some Washington area fami­
lies imerxiewed last week say they 
worry about potential flaws.

Tom Schick, of Kock-\Tlle, has a son

wlio graduated from the University of 
Michigan in December, a son who is a 
freshman at Michigan and a daughter 
who IS a junior at Walter Jolinson High 
School in Montgomery County.

"I can see colleges sa;/ing. 'Ol-., 
goody! We can raise tuition' " as a 
result of the financial help for par­
ents, Schick said,

Schick also seconded Republican law­
makers’ objections that requiring a I '.- 
nunus average lor tlie second year ol 
the tax credit could lead to grade infla­
tion. "It's going lo put a lot of pressure 
on people who are teaching freshmen 
not to give out C's," he said. "You're go­
ing to have hardship plea.s from stu­
dents; 'If I get one more C, I won't be 
eligible for the ta.\ credit next year.'''

Lucie Campbell, of Potomac, likes 
the idea of girtiig even cliild a chance 
but pointed out that miuiy families m 
the Washington suburbs earn too niudi 
to be eligible for most of the benefits. 
Echoing criticisms by Republican lead­
ers. .she also wonders how efficiently 
the government will coordinate all those 
tax and college records.

.And the plan goes only so far. she 
says. Campbell just put a sou 
through Duke University and has a 
daughter who i.-, a freshman al Cor­
nell University and a .sou who is a 
freshman at Winston Churchill High 
School in Montgomery County.

"It'd take a lot of lax credits to 
pay for that,' she said.
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Gore Touts Tax Relief Plan for G)Ilege Tuition
By Mike Allen

WaUuuatatSitfWito

The tax relief for hiinilies of col­
lege students that President Clinton 
touts as a GI Bill for the 21st centu­
ry is being greeted skeptically by 
some parents in the Washington sulv 
urbs, who say it would provide only a 
little help with a huge headache.

Vice President Gore breezed into 
an Arlington high school last week to 
take part in a made-for-TV discus­
sion of the president’s (rian. He lis­
tened to the college-tuition fears of 
one family and plugged the Clinton 
proposal, which is designed to make 
college as common an experience in 
the future as high school is today.

“As millions of students head for 
spring break, the rest of us should 
get to work giving America’s stu­
dents a real break—tax cuts to pay 
for college,” Gore sakL 

In later interviews, several Virginia 
and Maryland parents said theyH take 
a^ help they can get but wonder how 
Ug a break this rrally would be. And 
some echoed the concerns about logis­
tics that have been raised by econo­
mists and educators.

Marcia Malloy, of Ariin^on, who 
will have two daughters in college 
next year, said she would appreciate 
either the $1,500 tax credit or the 
$10,000 tax deduction that the ad­
ministration is asking Congress to 
pass—but needs a lot more.

“We kind d look at sending a stu­
dent through college as a giant puzzle,” 
she told G^. “My husband does wed­
ding photography on the side. I teach 
art lessons. Our children are out work­
ing. Having this piece would also be 
anotho' very help^ piece.”

The Malloys have five daughters, 
ages 5 to 20, and have saved e^edaOy 
for what they call “the overlap years” 
when two ate in college at once.

Christine Malloy, 17, is a senior at 
Washington-Lee High School and 
plans to attend college this fall to 
study business or art.

“It’s a lot of pressure,” she said. “We 
know how much our patents are saving, 
and we don’t want it to be like that If s 
really great to have this help.”

Most benefits of the Clinton plan 
would go to families making $35,000 
to $80,000 a year. Secretary of Edu­
cation Richard W. Riley, who accom­
panied Gore, called them “the educa­
tionally poor”—too well-off for most 
grants but unable to afford tuition.

VIcePreaMentOo BY MARK F1NK£NSTA£DT FOR THE WASHINGTON POSTIds wHh senior David Hamandaz at Washlngton-Lea High Schoof In Arlington.

One option in the Clinton plan 
would enable a family to subtract as 
much as $1,500 from its tax bill to 
help pay for the first year of college. 
The family could take the tax credit 
again in the second year if the stu­
dent earned at least a B-niinus aver­
age; The tax credit, modeled on 
Georgia’s Hope Scholsurship, is de­
signed to cover the cost of a typical 
community college.

As another option, a family could 
deduct tuition costs of as much as 
$10,000 a year from its taxable in­
come for each student; in college. 
This tax deduction gets progressive­
ly smaller as a family’s income rises 
above $80,000 and is eliminated for 
fiunilies with incomes of more than 
$100,000. Eligible families would 
have to choose the tax credit or the 
tax deduction, not both.

Rich Crowley, the director of stu­
dent services at Robinson Secondary 
School in Fairfax County, said he is 
very enthusiastic about the package.

Crowley said families at Robinson, 
which serves Burke and Clifton, are 
generally middle-class, with incomes 
that look good on paper but who 
have trouble paying today’s tuitions.

“This is a group that’s gotten vir­
tually no help,” he said. “One of the 
most disappointing evenings we 
have is when we have a financial aid 
meeting and people realize that their

incomes fall in an area where they 
aren’t going to be able to get mu^.” 

To mark the introduction of the leg­
islation in Congress last week, Gore’s 
staff turned the Bbrary of Washington- 
Lee High School in Arlington into a 
television studio during second period 
Thursday. Sixty students were picked 
for the audience, arid the rest were 
banished for security reasons.

Study carrels and computer ter­
minals sat empty all morning as ,a 
camera-friendly blue drape was hung 
over the windows and four tables 
were arranged so Gore could chat, 
talk show-style, with the Malloys 
and six other ^ests.

Gore described the package as a 
latter-day version of the GI Bill, which 
financed college for World War II vet­
erans. “Generation after generation of 
Americans have relied on education, 
and especially college education, as 
their ladder to a better life," Gore said. 
“The [president’s] Hope Act of 1997 
provides that ladder for anyone who’s 
willing to climb it.”

A spokeswoman for the Depart­
ment of Education said most re­
sponse to the plan has been favor­
able, and the administration released 
a list of more than 250 college presi­
dents who have endorsed the ideas.

But some Washington area fami­
lies interviewed last week say they 
worry about potential flaws.

Tom Schick, of Rockville, has a son

who graduated from the University oif 
Michigan in December, a son who is a 
freshman at Michigan and a daughter 
who is a junior at Walter Johnson High 
School in Montgomery County.

“I can see colleges saying, ‘Oh, 
goody! We can raise tuition’ ” as a 
result of the financial help for par­
ents, Schick said.

Schick also seconded Republican law­
makers’ objections that requiting a B- 
minus avera^ for the second year of. 
the tax credit could lead to grade infla­
tion. It's going to put a lot of pressure 
on people who are teaching freshmen 
not to give out C’s,” he said. “You’re gor 
ing to have hardship pleas from stu­
dents: ‘If I get one more C, 1 won't be 
eligible for the tax credit next year.’"

Lucie Campbell, of Potomac, likes 
the idea of giving every child a chance 
but pointed out that many families in 
the Washington suburbs earn too much 
to be eligible for most of the benefits. 
Echoing criticisms by Republican lead­
ers, she also wond^ how efficiently 
the goverrunent will coordinate all those 
tax and college records.

And the plan goes only so far, she 
says. Campbell just put a son 
through Duke University and has a 
daughter who is a freshman at Cor­
nell University and a son who is a 
freshman at Winston Churchill High 
School in Montgomery County.

“It’d take a lot of tax credits to 
pay for that,” she said.
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American Association of State Colleges and Universities
One Dupont Circle • Suite 700 • Washington, DC 20036-1192 • phone 202/293-7070 • fax 202/2%-5819

April?, 1997

The Honorable Mitch McConnell 
United States Senate 
Washington, D.C. 20510

Dear Senator McConnell:

This letter is in response to your letter of March 14, 1997, in which you pose a number of 
important questions regarding proposed education-related tax initiatives. I am enclosing a copy of 
my March 14, 1997 testimony before the Senate Committee on Labor and Human Resources for 
your additional information. The testimony provides a detailed presentation of our views 
regarding possible applications of the tax code in support of higher education, and includes our 
specific analysis of the Administration ' s proposed initiatives.

Allow me to address your questions in sequence.

/. While the President's proposals focus primarily on relieving tuition costs, do you find
that your students would benefit more from tax reforms applicable to full college costs such as 
deductions for student loan interest or the exclusion of work-study from federal income tax?

We believe that a comprehensive tax strategy, one that should include both of the items 
you mention, would be the most appropriate alternative to pending proposals. Such a package 
would consist of elements included in S.l, plus a tuition assistance program similar to the Hope 
tax credit plan. The only element of S. 1 that we would propose altering is that the deductibility of 
student loan interest should not be subject to any time limitations. The cost associated with such a 
modification will be relatively limited, because the amount of interest payments after 60 months of 
repayment will most often be small. However, the proposal would become much simpler for 
taxpayers, lenders, and the Internal Revenue Service to administer.

♦

The addition of a tuition assistance program similar in concept to Hope tax credits would 
go a long way toward assisting our citizens in gaining access to college. But we would urge 
modifications to the specific details of Hope tax credits that would correct some of its weaknesses. 
As we explain in detail in the attached testimony, a properly configured tax credit would be 
refundable, would not offset against other need-based federal grants, and would not be tied to any 
specific Grade Point Average.



II. You refer to the article authored by Messrs. Reischauer and Gladieux, and their critique of 
the Administration' s proposal. You then pose three related questions:

a) Whether we share the views expressed in that article?

Yes, in general we tend to agree with much of the substance of the critique in 
question. There are, however, differences that I should clarify. First and foremost, we do 
believe that using the tax code is an appropriate means of federal assistance for college 
access. As suggested to the response to your first question, we also believe that it is 
possible to modify the proposed Hope initiative in ways that would remedy its 
questionable features, particularly in connection with targeting needy families. In 
addition, we are still attempting to determine the impact of these proposals, especially 
regarding allegations of tuition and grade inflation.

b) Whether we are concerned about educational quality in light of the "new 
relationship between the IRS and college professors ” ?

Yes, we are indeed concerned about linking eligibility for tax benefits to college 
grades. Such a linkage intrudes on academic autonomy, and, contrary to the presumed 
intention of promoting merit, would induce students to opt for less challenging work in 
order to preserve their eligibility for aid.

We are also gravely concerned about the new administrative relationships 
imposed on both schools and the IRS as a result of this linkage. While schools have 
proven willing to undertake enormous regulatory and compliance burdens for the sake of 
their students, the grade verification mandate will bring the federal government's auditors 
and program reviewers into the academic offices of institutions. We believe the most 
proper standardCone that would avoid the complexities of grade requirementsCis the 
Asatisfactory progress© standard currently in use.

c) Would we act at cross-purposes for low-income families if we increase Pell 
grants but implement tax reforms that promote tuition increases?

Clearly, if the tax proposals do cause tuition levels to increase, the answer would 
be yes. As noted above, however, we are not convinced that this would be the case. Even 
more significantly, even if those who have expressed this concern prove to be right, 
inflationary consequences are not necessarily a feature of all tax proposals. We believe 
that the outright substitution of student loan deductibility for deductibility of tuition, and a 
Hope plan modified along the lines described above would not place the inflationary 
pressures on tuition that some have ascribed to the Administration' s proposals.

a) What other tax incentives are available in current law?

Under current law, the tax code allows for exclusion of interest from qualified U.S. 
savings bonds for payment of qualified educational expenses. The savings bonds would qualify if 
they were acquired after December 31,1989, by taxpayers over 24 years of age. The interest



exclusion is currently phased out for taxpayers with modified adjusted gross income (AGI) 
between 49,450 and $64,450 in the case of single filers; and $74,200 and $104,200 in the case of 
Joint filers.

In addition, under very limited circumstances, educational expenses would be tax 
deductible for taxpayers who itemize, and for whom miscellaneous itemized deductions exceed 2 
percent of AGI. For educational expenses to be eligible, however, the education must maintain or 
improve the taxpayer's skills required by the taxpayer's Job, by the employer, or by a law or 
regulation for the individual to retain his or her current employment.

Finally, Section 127 of the tax code provides for exclusion from income of up to $5,250 of 
employer-provided educational assistance. But this provision will expire in 1997, and is limited 
only to undergraduate education.

b) Are we aware of any state-sponsored programs?

The state role in this connection has been generally limited to state pre-paid tuition plans. 
The specific configurations of the various plans in different states differ enormously, and have not, 
to our knowledge, been catalogued comprehensively. S. I does take an important step in the right 
direction on the federal government's side, i.e., that of exempting income derived by such plans 
from taxes.

I hope you will find these responses useful to your deliberations regarding possible uses of 
the tax code. We stand ready to work with you in taking the steps needed to empower all of 
citizens to participate in postsecondary education.

Sincerely,

James B. Appleberry 
President
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Riley Defends Tax Proposals Against Senate Volley

Reauthorization

Senate lawmakers and Education Secretary 
Richard Riley agreed yesterday that access to 
higher education must be improved, but they 
differed over which path to take: tax breaks or 
more need-based grants.

Rifts over President Clinton’s higher education 
tax incentives were clear Thursday as the Sen­
ate Labor and Human Resources Committee 
held its first Washington, D.C., hearing on re­
authorizing the Higher Education Act (HEA).

“Although 
these tax 
issues fall 
outside the 

purview of this committee, their interaction 
with ongoing federal initiatives must be care­
fully gauged,” said committee Chairman James 
Jeffords, R-Vt.

Not Enough For The Needy 
Sen. Tim Hutchinson, R-Ark., came out swing- 
ing against Clinton’s tax proposals. “My com- 

college presidents feel very strongly 
_ that you provide an incentive for colleges to 

increase tuition and you do not help needy 
students,” he said.

Clinton is proposing a $1,500 nonrefundable 
tax credit, called Hope Scholarships, and a 
$10,000 annual tax deduction for postsecon­
dary education expenses; both would aid most­
ly middle-income families.

For low-income students, he is requesting a 
maximum Pell Grant of $3,000 for fiscal 1998, 
up from $2,700 this year. Pell Grant recipients 
would be ineligible for the Hope Scholarships.

No HEA Proposal
Riley laid out Clinton’s plan for student aid on 
three fronts: next year’s funding, HEA reau­
thorization, and Clinton’s tax plans. While the 
president already has been lobb3dng for his tax 
cuts, Riley said the department may have an 
HEA proposal ready within_a_couple'0f weeks.

“Under HEA, we still have an unfinished 
agenda,” he said. “We will identify priorities 
and suggest targeted program reforms rather 
than a wish list of new programs.”

Riley did say the department’s plan would con­
tinue both the Family Education Loan and Di­
rect Student Loan programs. He also said ED

is looking into combining the three main grad­
uate fellowship programs into one.

In defending Clinton’s tax proposals, Riley ar­
gued that they would improve college reten­
tion, help more graduate students finish their 
degrees and even reduce student loan borrow­
ing by providing a reliable source of postsecon­
dary education funding.

Riley said the $1,500 tax credits would provide 
$18.6 billion to students over the next five 
years, helping 4.2 million students in 1998. He 
added that families could save $17.6 billion 
over five years by taking advantage of the 
$10,000 tax deduction.

Sen. Michael Enzi, R-Wyo., worried about what 
he called the “entitlement” nature of ED’s high­
er education proposals, because they would 
guarantee benefits to all who are eligible. “En­
titled benefits lose value because you expect 
them and you don’t have to work for them,” he 
said, adding that “the tax credits would more 
thun double mcmdatoryiexpenditures.”

The committee plans further HEA hearings on 
March 14 and March 20. 'The House Oversight 
and Investigations Subcommittee may hold 
hearings on ED’s management of the Direct 
Student Loan program. —Rebecca S. Weiner

House To Move Quickly 

On Voc Rehab Changes
House Republicans are planning changes to 
the vocational rehabilitation law for disabled 
adults, just as the Clinton administration says 
the existing system is working well.

“State VR agencies need to be more responsive 
to consumer choices, and they need to be 
judged by real definable outcomes,” Rep. Buck 
McKeon, chairman of the House Postsecondary 
Education, Training and Life-Long Learning 
Subcommittee, said during a hearing 
yesterday.

Judith Heumaim, the Education Department’s 
assistant secretary for special education and 
rehabilitative services, cited a jump in the pro­
portion of participants finding work, and a

(more)
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House Committee Peppers 

Clinton Plans With Doubt
Both Republican and Democratic members of 
the House education committee yesterday 
voiced objections to key parts of President Chn- 
ton’s education agenda.

The GOP hammered his requests for more fed­
eral spending on school construction and mid­
dle-income tax breaks for postsecondary edu­
cation, while Democrats raised concerns that 
poor district^would be d^oralized by new 
national"te^ and low-income students are 
being ^ssed over by the tax plan.
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Education Secretary Richard Riley defended 
the administration’s proposals before a critical 
but not hostile House Education and the Work­
force Cor

'v^avis-Bacon ^lilding Block
Republicans compJainOd that Clinton’s school 
construction initiative would costs states and 
locahties more than the federal aid would be 
worth.

iUthough the president wants to spend $5 bil­
lion over foiu* years to subsidize half the inter­
est costs borne by states and localities, projects 
funded by the initiative would have to follow 
federal prevailing wage law, which mandate 
paying the local standard for building projects.

Riley steadfastly said that law, the Davis- 
Bacon Act, would apply.

But in an interview after the hearing, commit­
tee Chairman Bill Goodhng, R-Pa., said that 
could doom the initiative. “We have to reform 
Davis-Bacon or else the construction proposal 
won’t go very far,” said Goodling, who has 
voiced doubts about the proposal before (ED,

(more on p. 3)
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Special Education Chiefs 

Document Setaside Benefits
State special education officials fighting to re­
tain their portion of federal grants are armed 
with new data on how they are spending the 
money.

At least 32 
states already 
send more than 
75 percent of 

their Individuals with Disabilities Education 
Act (IDEA) grants to local schools, the mini­
mum the law sets, according to the National 
Association of State Directors of Special Educa­
tion (NASDSE). The rest keep the full 25 per­
cent allowable at the state level.

Among the 47 states surveyed in January and 
February, Southerners were the leaders in re­
taining little at the state level: North Carolina 
sends 95 percent to local districts, South Caro­
lina, 94 percent; and Virginia, 92 percent.

Nationally, 82 percent of federal funding went
(more on p. 2)

IDEA
Reauthorization
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Special Education Chiefs Document Setaside Benefits (Cont)
to local schools in fiscal 1995, or $1.64 billion of 
the $2 billion state grants total, NASDSE 
found.

Under current law, states may use 5 percent of 
their IDEA grants for administration, and 
20 percent for services to students, parents, 
and local school districts.

But House GOP lawmakers have introduced 
an IDEA bill, H.R. 5, that would cut the state 
setaside to 10 percent, and lift the local schools 
share to 90 percent. A Senate GOP bill, S.
216, would leave it intact. Both chambers 
considered the same plans last ye£u* (ED, Anril 
25, 1996).

A forthcoming House GOP plan to amend the 
nation’s vocational education law may man­
date a similar revision, forcing states to send 
more money to local entities (ED, Feb. 26).

NASDSE’s central argument is that states 
their portion of IDEA funding to good use.

Most of the money the 47 states retained in 
fiscal 1995—$248 million—went for “direct and 
support services,” NASDSE says. That in­
cluded statewide resource centers, local staff 
development and offsetting local placement 
costs.

“Any reduction in the setaside for direct and 
support activities would seriously disrupt the 
implementation” of IDEA, said a summary of 
NASDSE’s survey.

More Demands Coming
NASDSE also contends that cutting into the 5 
percent IDEA allocation for state administra­
tive costs would be “devastating.”

H.R. 5 and S. 216 would add new state respon­
sibilities under IDEA that could drive up the 
costs. That includes a proposal for states to set 
goals for their special education programs and 
measure the progress, and to offer

mediation to parents and schools fighting over 
services (ED, March 3).

Other Voices
On the other side of the setaside battle is the 
American Association of School Administrators 
(AASA) (ED, Feb. 24). In a December 1996 
memo, AASA said the state and local division 
of federal cash should be cut to a “more equit­
able ratio, ideally a 1 percent,
99 percent split.”

Bruce Hxmter, AASA’s government relations 
director, recently said a Senate Repubhcan 
drive to increase special education funding by 
$10 bilhon over seven years would increase 
state fimding by $2.5 bUlion, providing an un­
warranted windfall

House and Senate action on IDEA is on hold 
while a bipartisan group headed by the Senate 
majority leader’s staff tries to craft a single bill 
that can pass both chambers quickly. The 
panel, which has been meeting in closed-door 
sessions over the past three weeks, is sched­
uled to meet again today.

A summary of the survey is free from Myrna 
Mandlawitz, Government Affairs Director, Na­
tional Association of State Directors of Special 
Education, King St. Station I, 1800 Diagonal 
Rd., Suite 320, Alexandria, Va., 22314, 
(703)519-3800. —Wilham J. Cahir

Resources

■ “Curriculum Quality Standards for School- 
To-Work: A Guidebook” provides standards 
and indicators to evaluate school-to-work cur­
riculum materials for content, instructional 
strategies and student assessment. The book 
is $9.50 fi*om National Center for Research in 
Vocational Education, Materials Distribution 
Service, Western lUinois University, 46 Horra- 
bin Hall, Macomb, Dl. 61455,
(800)637-7652. Cite report MDS-955.
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House Panel Peppers Clinton Plans With Doubt (Cont from p. i)
ED is still drafting the legislation, but Riley 
said it would Ukely parcel out half of the con­
struction funds to the largest 100 urban areas 
and the rest to states.

Opportunity To Learn
In discussing Clinton’s plan for voluntary na­
tional tests, Democrats replayed the concerns 
debated during the formation of the Groals 
2000 program that low-income students be en- 
sxured an opportunity to learn.

Democratic Reps. Patsy Mink of Hawaii and 
George Miller of California said they feared 
that low scores on tests in fourth-grade reading 
and eighth-grade math would not be accom- 
pamed by more federal aid for struggling ur­
ban school districts.

“It is pointless to print out school-by-school 
scores if we don’t give schools the resources,” 
said Mink. “It is demoralizing. These schools 
know the system does not give them the assis­
tance they need, and by having stemdards and 
assessments without providing the tools [to 
improve] you just exacerbate the predicament.”

But Riley said poor test scores would mobilize 
parents to pressure state and local govern­
ments to spend more money, which is where 
about 93 percent of education funding comes 
from in the first place.

C Is Good Enough
Legislators from both sides of the aisle opposed 
the administration’s plans for postsecondary 
tax breaks.

Chnton’s Hope Scholarship, a $1,500, nonre- 
fundable tax credit for each of the first two 
years of postsecondary education, would re­
quire students to maintain a B average to 
maintain eligibility (ED, Feb. 26).

Lawmakers said that standard was too high, 
repeating concerns it would cause grade infla­
tion. “If the federal government ties the 
money to a B, a B will mean nothing,” said 
Rep. Lindsey Graham, R-S.C. “There is noth­
ing wrong with making a C if you are trying 
hard.”

Rep. Dale Kildee, D-Mich., said the benefit 
should be based on the student making satis­
factory academic progress, a requirement al­
ready in place for other student aid programs.

Riley said he was open to suggestions and 
countered that the administration wants to 
focus its spending on serious students. He 
added that Clinton’s plan for a $10,000 tax de­
duction for college expenses would not have a 
grade requirement.

Who Wins?
Kildee, the ranking Democrat on the House’s 
higher education subcommittee, complained 
Clinton’s proposals left out low-income stu­
dents, a sentiment echoed by Michigan Repub- 
hcan Joe Knollenberg.

“There are $35 bUUon in tax cuts for middle- 
income people, but less than $8 bilhon in aid 
for the lower rung of the income ladder,”
Kildee said. He added that students should be 
ehgible for both the tax credit and Pell Grants, 
while Chnton’s plan would offer them only one 
(ED, Jan. 23)

Riley pointed out that Clinton proposed in­
creasing the maximum Pell Grant by $300, to 
$3,000, and expanding eligibility for it, as weU 
as boosting the coUege Work-Study and cutting 
student loan-origination fees.

^d, Riley said, the Hope Scholarship was de­
signed as a middle-class tax cut for those 
squeezed by faUing wages and rising tuition.

^oday, the HousFOvefsight and Investigations' 
I Subcommittee plans to look at wasteful ED j 
I programs. —^Laureen Lazarovici

7

House Tax-Writing Panel 

Tackles Education Proposals
The chairman of the House’s tzix-writing panel 
yesterday criticized a provision in President 
Clinton’s higher education tax proposals that 
could discontinue them after 2000.

To ensm-e Clinton’s long-term federal budget 
would balance by the end of the century, his 
postsecondary education tax breaks are writ­
ten as short-term plans.

Chnton has proposed a $1,500 nonrefundable 
tax credit, c^ed Hope Scholarships, and a

(more)



Page 4 Education Daily ■ March 6, 1997

House Tax-Writing Panel Tackles Education Proposals (Cont.)
$10,000 tax deduction for postsecondary educa­
tion expenses (ED, Feb. 7). The Clinton plan 
would require Congress to vote in 2000 to 
continue the tax provisions.

House Ways and Means Committee Chairman 
Bill Archer of Texas complained that the draft 
legislation “requires affirmative action on be­
half of Congress to reinstate it.”

‘There’s no guarantee that Congress, in 2001, 
will affirmatively act,” Archer told Donald Lub- 
ick, acting assistant secretary for tax policy at 
the Treasury Department.

“We believe the sun will rise,” Lubick 
responded.

David Longanecker, the Education Depart­
ment’s assistant secretEuy for postsecondary 
education, also said he is confident Congress 
would continue the higher education tax pro­
grams because he expects them to be popular. 
‘They’d have to vote against a tzix benefit for 
12 million people,” he said in an interview.

Clinton’s proposals fall under the jurisdiction 
of Archer’s committee, rather than the tradi­
tional education pohcy committee.

Committee members also expressed concern 
about rising tuition emd the consequences of 
implementing the tax provision, including 
grade inflation. And Democrats, as well as 
Republicans, also were concerned about how 
the provisions would disproportionately aid 
middle-income famihes. The^ame^oncems' 
were raised during a hearing yesterday before 
the House education committee.

The tax credit and deductions “do not help the 
lower-income students who are most in need of 
a federal boost to ensure they become educated 
members of our society,” said Rep. Pete Stark, 
^C^if. “Neither you or I can guarantee that 

'mcreased spending-throughJPeireranfs^lI
survive the budget prnces.s ”

Clinton has proposed increasing the maximum 
Pell Grant to $3,000, up firom $2,700 this year. 
Other tax incentives in his plan include tax- 
fi-ee withdrawals from Individual Retirement 
Accounts (IRAs) for education expenses, an ex­
tension on tax-exempt, employer-paid tuition, 
and tax relief on forgiven student loans.

Senate leaders have introduced a package of 
education proposals, S. 1, that include interest 
deductions on student loans, dedicated educa­
tion IRAs, tax-fi:ee earnings for Work-Study 
jobs and a permanent extension of tax benefits 
for employer-paid tuition (ED, Jan. 23).

The panel has no fiuther hearings scheduled 
on the higher education tax proposals. House - 
appropriators plan to meet next Wednesday to 
discuss fimding for higher education programs, 
and the Senate Labor and Human Resources 
Committee plans two hearings on reauthor- - 
ization of the Higher Education Act March 14 
and March 20. —Rebecca S. Weiner

House GOP Charges Bad Faith 

In College-Cost Hearing Flap r ; .
A House Republican yesterday accused the 
chief higher education lobbying group of sabo- ; 
taging a hearing on r^ing college costs.

The chairman of the House Budget Committee 
held a news conference, claiming the American . 
Council on Education (ACE) had “intimidated - 
a witness out of testifj^g... despite a biparti- - 
san invitation for her to appear.”

Chairman John Kasich, R-Ohio, said ACE 
forced him to indefinitely postpone a hearing 
scheduled for yesterday, by protesting the ap­
pearance of a reporter who wrote a series for ^ 
the Philadelphia Inquirer about escalating 
tuition.

But reporter Karen Heller denied in a tele- : 
phone interview that her decision to withdraw . 
had been inspired by a “highly critical” fax ,, 
firom ACE to the paper’s ombudsman.

“I really started to have a gut reaction,” Heller ; 
said, adding that she never intended to become 
the GOFs star witness. “I felt like I was be- - 
ginmng to make news, and reporters shouldn’t - 
do that.” , i

David Merkowitz, ACE’s director of public af-. 
fairs, said he called the paper, but denied he 
had tried to intimidate Heller or her employer. 
He sought only to confirm that she would tes­
tify and asked if the paper allowed its writers 
to speak at hearings, he said.
—^William J. Cahir

C
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National Math Program Paves Way To Algebra Knowledge
A transitional curriculum that uses familiar 
concepts such as cooking and field trips has 
raised math scores and increased the number 
of minority students taking higher-order math­
ematics classes.

'l^e Algebra Project, created by civil rights ac­
tivist Robert Moses in 1982 primarily for Afii- 
can-American students, uses everyday experi­
ences to make algebra less abstract.

Nationally, the project operates in 18 districts 
across 13 states: Alabama, California, Dlinois, 
Indiana, Kentucky, Maryland, Massachusetts, 
Mississippi, South Carolina, North Carolina, 
Lomsiana, Wisconsin and West Virginia.

The program uses field trips, group learning 
and writing to convey algebraic concepts.

Project teachers t£ike a two-week intensive 
summer training coiurse; afterward, they can 
rely on project trainers, who are either teach­
ers within the school or network-wide trainers, 
to answer later questions.

While the program doesn’t have comparable

data on test scores across all its participating 
states, Em evaluation by Program Evaluation 
Emd Research Group at Lesley College in CEun- 
bridge. Mass., showed gains in student 
performance.

In San Francisco, an analysis of 481 students 
at one middle school foimd improved perform­
ance on the California basic sldlls test when 
compared to students’ past performEmce. A 
study of 567 Chicago eighth graders found they 
improved over their past performance. And in 
Massachusetts, Algebra Project students more 
often go on to take algebra and higher-level 
math classes, the evaluation says.

The Algebra Project, funded through a variety 
of federal and private sources, provides Eill in­
structional materials, but project pfiBcials won’t 
give a cost rEmge for schools that want to pEuti- 
dpate. It depends entirely on the size of the 
school Emd school staff to be trained.

For more information, contact Ben Moynihan, 
Administrative Coordinator, Algebra Project,
99 Bishop Richard Allen Drive, Cambridge, 
Mass. 02139, (617)491-0200.
—Regina Lightfoot-Clark

Students Take Scenic Route To Algebra
When sixth-graders at Forest Manor Middle 
School in Indianapolis think of cooking or visit 
historic places, algebra may come to mind.

The Algebra Project has taught them to see 
how a whole bresiks down into parts smd how 
recipes relate to algebraic concepts. “It takes 
kids fi*om [only] using munbers to using num- 
bera with direction,” Terry Ogle, the school’s 
principal, said in a recent interview.

Ogle started the Algebra Project in 1992 at the 
sixth- through eighth-grade school, which has 
an 80 percent minority enrollment. All sixth- 
graders take the course.

Students there often begin the coiurse with a 
field trip to eight historic sites, many with his­
torical significance to Afidcan-Americans.

Once students return, they are asked to draw a 
trip line placing the eight stops, their intro­

duction to the relationship between parts and 
a whole. They also are Eisked whether a psu*- 
ticular stop would be going into town or out of 
town, an introduction to integers.

In teams, students propose solutions to math 
problems, discussing their options. The exer­
cise helps them develop language skills, learn 
to resolve conflict and become comfortable ask­
ing questions. Ogle said.

As a result of the program. Forest Msmor stu­
dents improved their scores on IndiEma’s state­
wide math assessment between 1994 and 
1996, moving firom scores averaging in the 
36th percentile in 1994 to the 44th percentile 
in 1996.

For more information, contact Terry Ogle, For­
est Manor Middle School, 4501E. 32nd St., 
Indianapolis, Ind. 46218, (317)226-4363.
—Regina Lightfoot-Clark
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School-To-Work Office To Step Up Oversight

Conference
Report

The National School-To-Work Office will step 
up oversight of states’ ongoing school-to-work 
systems and provide more federal support, as 
most of the agency’s grantmaking duties come 
to a close, a policy official said this week.

The first priority will be 
“risk-management,” as 
the federal government 
already has invested 

more than $1 billion at nearly 250 grant sites, 
said Maria Kniesler, special assistant for pohcy 
at the national office. The last 15 states are 
expected to be approved in July for the federal 
grants, which help school districts integrate 
classroom vocational learning with on-the-job 
training.

The new effort will include more financial 
management training for grantees and sub­
grantees, audit review guides for state and lo­
cal officials, and federal assessments, Kniesler 
said Monday at the annual National Associa­
tion of Private Industry Councils’ meeting in 
Washington, D.C.

The refocus comes as the office is cracking 
down on an Austin, Texas, program that the 
Labor Department says didn’t keep records 
properly and misused federal funds (see story, 
at right).

It also comes as Mathematica Policy Research 
of Princeton, N.J., is expected to release its 
first national evaluation of school-to-work.

“We’re trying to get a sense of‘what is the im­
pact of the investment of school-to-work, how 
is it making change, and how is it relating to 
other initiatives?”’ I^iesler said.

The only new grants the office will award after 
this summer will be about 40 grants to urban 
or rural areas in September, and scattered 
grants to Indian territories.

Staying Power
The office also expects to increase its emphasis 
on public awareness, particularly by educating 
parents about school-to-work. Local school-to- 
work administrators have occasionally had a 
hard time selling the program to parents, who 
fear it may peg children for vocational jobs.

That fits in with another goal of the office: to 
publicize the programs for schools and local 
businesses, which will be expected to finance

projects when the federal seed money dries up ( 

by fiscal 2000.

The office is trying to do that by linking it with 
other federal initiatives, such as one-stop ca­
reer systems, and other education laws.

Helping Hand
About 92.5 percent of the office’s $400 million 
this fiscal year wiU go toward school-to-work 
grants. The remaining 7.5 percent goes to­
ward national activities, such as technical as­
sistance, public outreach and measuring 
progress. —Matthew Dembicki

Austin School-To-Work 

Losing Grantee Status
'The National School-To-Work Office this week 
gave a Texas program an ultimatum: Choose 
a federal grant recipient to manage the finan­
ces or receive funding only on a reimbursement 
basis.

In a March 4 letter, Education and Labor De­
partment officials said they would allow the 
Austin program that has been under pressxn*e 
since last year to improve its financial manage­
ment to remain open and receive fimding 
under its existing framework vmtil March 14.

But they demanded an answer to the financing 
proposals within 24 hours. At press time yes­
terday, the executive director of the Capital 
Area 'IVaining Foundation (CATF) had not re­
turned phone calls.

A technical assistance team that visited CATF 
late last month discovered its accounting sys­
tem was “not fully operational” and that “a 
full-time financial manager remains to be 
hired,” said the letter signed by ED and Labor 
officials. They wrote they had “no assiuance” 
new management policies and procedures 
would be implemented.

The school-to-work office said that CATFs 
documentation for salaries, wages, benefits 
and travel did not follow federal guidelines, 
and that sometimes CATF violated federal 
rules outright, such as using federal money to 
pay more than $16,000 in bonuses (ED,
Feb. 10). —William J. Cahir
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How Clinton’s Proposed Tax Breaks 

Would Affect College Students, 1998-99
Editor’s note: The following charts show projected tax breaks based on family status, income and 
type of school. A deduction is not shown when the Hope Scholarship tax credit is larger, because 
families would have to choose. The tax credit would be unavailable after two years of college.

■

■

(

Dependent student'
Family with income of $2( 000

Conununlty college Public four^ear ; : Private four-year

Year

one i two one
Year 
two i

Year
three,
four

Year
one

Year
two

Year
three,
four

Average cost' $6,500 $6,500 $10,800 $10,800 $10,800 $22,400 $22,400 $22,400
Tuition 1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

Expected family contribution 0 0 0 0 0 0 0 0
Student aid

Pell Grant 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Stafford Loan eligibility
Subsidized 2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500
Unsubsidized 0 0 0 0 0 0 0 0

Parent loan eligibility' 875 0 5,175 4,300 2,300 16,775 15,900 13,900
Tax benefit

Hope Scholarship tax credit 0 0 0 0 NVA 0 0 N/A
Tax deduction* 0 0 45 45 45 720 720 720

. : ■

Family with income of $30 000
Community college Public four-year Private four-year

- --iv
■■■

: Year Year
Year Year Year Year three, Year Year three,

- U ■■ ■ ' ' one ^ -i-vi two : one two four one two four

Average cost’ 6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
Tuition 1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

Expected family contribution 1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150
Student aid

Pell Grant 1,850 1,850 1,850 1,850 1,850 1,850 1,850 1,850
Stafford Loan eUgibility
Subsidized 2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500
Unsubsidized 0 0 0 0 0 0 0 0

Parent loan eligibibty' 2,205 1,150 6,325 5,450 3,450 17,925 17,050 15,050
Tax benefit

Hope Scholarship tax credit 0 0 0 0 0 0 0 0
Tax deduction* 0 0 218 218 218 750 750 750

Family with income of $60,000
Community college Public four-year Private four-year

■ ■■■■ ■ ■ ^ -■ ■ ■

i Year Year
; Year Year Year Year three. Year Year three.

: . ■ one two one two four one two four

Average cost’ 6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
Tuition 1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

Expected fiunily contribution 7,610 7,610 7,610 7,610 7,610 7,610 7,610 7,610
Student aid

Pell Grant 0 0 0 0 0 0 0 0
Stafford Loan eligibility
Subsidized 0 0 2,625 3,190 3,190 2,625 3,500 5,500
Unsubsidized 2,625 3,500 0 310 2,310 0 0 0

Parent loan eligibility’ 3,875 3,000 8,175 7,610 7,610 19,775 18,900 16,900
Tax benefit

Hope Scholarship tax credit 1,500 1,500 1,500 1,500 N/A 1,500 1,500 N/A
Tax deduction* - - - 495 - - 750

(more)
'Based on a family of three with one child in college.
’Based on estimates assuming 5 percent growth per year for public institutions and 6 percent for private institutions. 
Maximum amount of loan eligibility, not taking into account any other institutional, state or federal aid.

‘Maximum deduction would be $5,000 in 1998 and increase to $10,000 in 1999 and beyond.
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How Clinton’s Proposed Tax Breaks 

Would Affect College Students, 1998-99 (Cont.)
Independent student'

: ■

Income of $10,000 •: /: - •• •••
Community colleire Public four-year

Year
one

Year
two

Year
one

Year
two

Year
three,
four : i ■: one

Year
two

Year
three. ■ ■
fbur

Average cost' $6,500 $6,500 $10,800 $10,800 $10,800 $22,400 $22,400 $22,400
Tuition 1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

Expected family contribution 0 0 0 0 0 0 0 0
Student aid

Pell Grant 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Stafford Loan eligibility
Subsidized 2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500
Unsubsidized 875 0 4,000 4,000 2,300 4,000 4,000 5,000

Tax benefit
Hope Scholarship tax credit 0 0 0 0 0 0 0 0
Tax deduction* 0 0 45 45 45 458 458 458

Income of $20,000
Community college Public four-year Private four-year

Year
■■■■■■■

Year
Year Year Year Year three, Year Year W tfaree^
one two one two foru- one ■ ■ WbW.'/- four

Average cost* 6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
Tuition 1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

Expected family contribution 3,535 3,535 3,535 3,535 3,535 3,535 3,535 3,535
Student aid

Pell Grant 0 0 0 0 0 0 0 0
Stafford Loan eligibility'
Subsidized 2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500
Unsubsidized 3,875 3,000 4,000 4,000 5,000 4,000 4,000 5,000

Tax benefit
Hope Scholarship tax credit 1,500 1,500 1,500 1,500 N/A 1,500 1,500 N/A
Tax deduction* - - - - 495 — .. 720

Income of $30,000 ■■V ■

Community college Public four-year Private four-year .
Year Year

Year Year Year Year three,::: /:',.YbarS. ■. ■.Yearii;:;-, three,:':/
one two one two four ■i/i'-bne'::;:-.- two

Average cost' 6,500 6,500 10,800 10,800 10,300 22,400 22,400 22,400
Tuition 1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

Expected family contribution 7,850 7,850 7,850 7,850 7,850 7,850 7,850 7,850
Student aid

Pell Grant 0 0 0 0 0 0 0 0
Stafford Loan eligibility'

■

Subsidized 0 0 2,625 2,950 2,950 2,625 3,500 5,500
Unsubsidized 5,900 5,900 4,000 4,550 5,000 4,000 4,000 5,000

Tax benefit
Hope Scholarship tax credit 1,500 1,500 1,500 1,500 N/A 1,500 1,500 N/A
Tax deduction* -- - - - 495 - - 750

'Based on a single independent student without dependents.
Based on estimates assuming 5 percent growth per year for public institutions and 6 percent per year for private 
institutions.
'Maximum amount of loan eligibility, not taking into account any other institutional, state or federal aid, such as 
Supplemental Educational Opportunity Grants, Work-Study or Perkins Loans.
Maximum deduction would be $5,000 in 1998 and increased to $10,000 in 1999 and beyond.

Source: Education Department.



/' /

HOPE Scholarships and Higher Education Tax Deduction V

r'/Distributional issues:

Net tuition (versus\eost of a^iida^e|)

Offset of Federal Grants - c [t 

Refundability^dJ*ell Grants 

Regressive nature of deduction

a

<r

Concerns about effects:

‘^rade inflation

^Tuition inflation (and related shifts)

Administrative issues: ^

Burdens on colleges

-SS#, parents and student 
—financial aid 
-tuition 4,

Burdens on others 

IRS

Other issues: Wy

A ,
O'Privacy/IR5jy 

Selected or all reporting

“Independent”— tax versus student aid definitions



5,

Ci/I f\



HOPE Scholarships and Higher Education Tax Deduction

Distributional issues:

Net tuition (versus cost of attendance) 

Offset of Federal Grants 

Refiindability and Pell Grants 

Regressive nature of deduction

Concerns about effects:

Grade inflation

Tuition inflation (and related shifts)

Administrative issues:

Burdens on colleges 

-B average
“SS#, parents and student 
-financial aid 
-tuition

Burdens on others 

IRS

Other issues:

Privacy/IRS 

Selected or all reporting

“Independent”— tax versus student aid definitions



S. A. Noe

03/04/97 05:56:34 PM 

Record Type: Record

To:

cc:

Robert M. Shireman/OMB/EOP

Subject: Lester's quick thought on tuition tax credit and distributional analysis

Forwarded by S. A. Noe/OMB/EOP on 03/04/97 05:58 PM

^ Lester D. Cash
03/04/97 05:45:54 PM

Record Type: Record

To:

cc:

S. A. Noe/OMB/EOP

Subject: tuition tax credit and distributional analysis

You asked nne to think about how a distributional analysis of this proposal would look if Treasury 
provided one that was separate from the overall tax package. I believe the appearance of this 
would be somewhat counterintuitive - and not useful -- for two reasons.

First, there is how Treasury ranks families. They do not adjust for family size. I.e., they rank 
4-person families with 40,000 income as richer than a single person with 39,999 income. If they 
adjusted for family size, as CBO does, the single person would be twice as well off as the four 
person family. Because of their ranking approach, families with children - especially two parent 
families - tend to show up well up the income scale. Elderly and single tax filers tend to show up 
lower on the Treasury scale.

The second counter-intuitive aspect has to do with the definition of "family economic income" 
Treasury uses in distributional tables. This includes fringe benefits, retirement build-up, and the 
rental value of owner-occupied housing. As a result, even though the tuition tax credit ends at 
$100,000 in AGI income for two-parent families, a Treasury distributional analysis would show 
substantial benefits to those above $100,000.

These two factors, combined with the policy of denying the credit to those receiving significant Pell 
grants, probably means that little of the credit would go to Treasury's bottom two quintiles (which 
is roughly $0 to $30,000). Most of the credit would probably go to Treasury's top two quintiles. 
I'm not quite sure how much would show up in the middle quintile, but I would guess it would be a 
modest percentage. A CBO analysis would show a much better story, but Treasury has strongly 
opposed analysis using CBO's family size approach in the past .
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MynameisUwittceGtadifUX. lamexeaaivedtfeaorforpoIkywals^ofihiCoUtgeB^
, national of J.000 «chool» and coU^^

asstfuce ainfid n etjualiaing acecsa to poataeceabiy edueatieo.

Two attafihed dooancni* place my tttiimooy in cootoo'.

• TTw fins i* a iwotuiiooiswed by the Tmstoesofthe College Board Ia«tBflB!h4at _
“commrtds tlm Climon AdflBBWintion fcr to sub^amial wpport of educ^^
Colkw Board’s histeric coomitmeBt to ooed-based swfiam flnaiKial aid, and ttige* tta 
prc^wl* for tuiiion tax credits or fieducdons not be allowed to substittie or refittce fimdtag
for need-based lid.” 'Aereceliitioaaeprefiseseoiicen that, with presttrea to ballDoe the
ftdetal budget, the govenmi« wfll not be aHe to “eibfd the esdmaied nevBM lom ftnm the

{jx proposals while jnaintaiiiiiig—let alone ocpendnig oumet apprepriaoon levds for 
aid programs." Conastat with the Tiusiae resohjtion a recem mrvey of

College Board ojttBber insiirutioiis io^eited strong support for reetoring tlm vHne of M 
Grttaa lad other iocreesee in need-based swdeoi lid; they also suppon tax mceaive^ hit not 
at the vcpoee of need-baaed aid.

. The *o»nd is an op<d piece that rco-aiithored last auwifo Rohm Reischauff.foi^
director oftheCooyesaooal Budget Office. Prom the standpoiwofboth tax and eduomw
policy, we questioned the wisdom of iiwiitiag S40 billion in sorce foderal icsourcee m the 

tuition eredit^dediterion plan.
A* both the resolution and the op-ed piece began, I wart to begin my i«imoiiy: Tte prtdiity tto 

AdoBisatratiea has assigned to education is unprecedeoMd and the Coltege Board aptda^ rt. 
We are foitunatc to have an cdueasion president who has argued consiaeBtly and passio&Btdy
that the countiy needs to tevesi more in education and uaining to boom ecooonac growth, expand
opportunity, and reduce growing income dispetiiies.

,««»eoa4*w tiueBioii »r mim'*-eompirrt t# » nae w W of
hnmauartac. Tbepl«maybeoiiew«ytocottaxes,b«riisnotanefib^sy^»f

» ttSn* taiilte who ire liWy to (bd the wourooi Bid oBoad bi*li« **WDOB

regardless
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) SSSw<WtI»flWlMnftinUyiiKOl»(ltawl40.(X)0ml995)B*ore^ 

A*p»tofteov«npiu:kagef6fniildi«cdkge«flfo^
much-needed $300 iB««o a th* uaarntt Ml Orwt, bwt this dott n« batanca the s^es
c«npa«C to a $1.5001« «tdii« a SIO.OW
purehaab* powar of Pdl Grams U« has b«Mi loB mj»» ™S^^Pdl has staadily dwmdlal tditivete the
1«» than 40 pm c-tt of the average cost of attoHlp* at a fbuwar pubhc inst^
pawnl of the avorage oom tt a four-yw pxivate instiwtioo.

to »ita »B« to i«tanl »>W »W«-rt fc-» in«4Sbyihemo«of«i»>*«'»»»‘‘i Tlii»wpiil4«Mludtorli^«li^to*w 
iMMk* ia <b» CM of Btw mote»»-to okMWKom Budenn wbo recave vBioiis oo»*dMl 
SSTmcl idioUnlii/SitBW- 8ttt«,aiitodcaa.iaj?iwiitgniitare«i«p»att«iid«MI«^ 
S^LibMtoll*S3(M»,000
intended target of the AdminiSOTtion's proposal wfll not beoeflL
T ™«ht «ld that «v« if the twt credit were to be made rcfiindabk thus ettdodmg the beoaft to

,rf«eh . i» b**fc ntou«. totprtoM vtoa««.^
^toffldcewbntoi.

monthslaier. SornetaxpayennuglttpUnaMandadj^thCffw
won’t, and many can’t afford to. The tax co^l suggest. 1$ not an rfhctwvetocie for Wiping
people who arc struggling to meet euirem tuition expenditures.

tht iStocuoircony.wiii “SS'w

the tax code b« 10 the overaU financing of students m highm edixalioa

Uv^ lM^ ^ CfiK
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w?
~ck)

riSsciSJSs3s^£a=?s5:srivigoioudy. But titt overall padagc remaiBs iaihumffrt.

L»n^ lol^ ed**** «w fl* Drt fiw W «n^ *'w**'»• <«* 

d^nw ttodStt laiiOQ MU B» <lu«, iw noBta liW n »IK

Wl» Spcdfitaiy Would Btodh fr«» tb* PitpoiM TiiJilo® T«* MiilT

^tsssssj^'ssass;:?^*Ss;S:s=±T.rjr:2KSssr--gmiyifetD infbnn tfafe d<batCi
1. doi .ducMou ccmauMy."»«hfa^ »y«»•“

^ a-rsjxr sa ag^arryr'r
. iiB«aciiv«, compiicaaing ihc modeling and ualysis.

T ..W.A1M Adimnto«iiMfelew«-1llo>™vt^y

i=rsisxX!^S^,T.ss:sssss.
ST.* the fu» vduB rfihe $10,000 w d«hKaon «ffl« in»
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to ti» ni»ta» w a-k rf S1.500-««

._!z!S!ir|,gv* le»Uan S10.000 in mmal inoomc, where the Admoimoa » «*““
Most of tbose tnu*l**** siinply do not hove wfBcienr iofloino and thus tax liability to
of the proposed eredh.

A 4-k* x.i...i...jiiiiiiiiiii not nlaaaad aaooataa fer bidiafi^flcooiB lovols* whe^C beoafits ,

iiK»me range where digibiltty is phased ow under tho AdannirtrtW s pnjpottl, tte
would still be greatar than they would to the *50,000 range and balew.

Ihavemenaonodtheintar-MdvityofthevaitoW^ EvanwbeoMdaflzi^

jzsji te ,s;ip.4rte u u-t «A «* t«
SSow tte »»S5 tutauninl toiouTO BfwciMiMii All 4»» <»“ «w» “

CytbiBtywW.
T>li«f cwM IM Ixwfc «»* *y "*'<** tlignmity fcr *****

Akamativa, Fooosad Uses of thcTox Code

isr,ssit?s:S5£=:^;2»s;;:.
22ss:isr5S’ssss.,»4.^--~-back ends of the coQege financing coonnuum, that is.

would be balpflil.

• r:i£K.«izss:3£ss;:^"Ws“
)
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CMwiit edfor “ibowitelBi'WtoMIV 
bcsflfitc pb»ed out It hielker iaeooe levels.

iXssS3KsrsrcrR;KS^«^~
i!aiS7jissrra^a'srj^^SthtfSSwnMd-bMediidpwgtwns. Ibopethecoinain«c^eonsi4«tbtt (i^ojg 

T^^Xi.”bvll£B Sstai.lUl. IZ7.HinplB»wMut«iloii*ro*«i""i^!^3^Suatoj3»»hbiBiyAA”»ir»^ W*’ hH»8w». !.*»»»
silh-i. AtC itoSSStoB l«denhip’i prepoiil the iadiito «f flu

*. 21- C««».y Aa.“ 0»»c«UI«d«hp'i

piopoitl)
TV..VV..U M,.CI-in.-n.aril.i.<>P|ibCBmgt..d<~
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12S8 aoBi 8m. N.W.. Sia* aoo, wM>»gin. o.c. ao»*23fi^
IMoMe BOS) BhSaOOl Pnimie: BOA U2-M»

TmtiOB Tax Proponls and StBdant Aid ,

Board of ThuttM of tha Collage Board 

Jttu»726,1997
Wh»teMmMBaiW6<hiBcrt«fT^koyrt»ii«M»(y«»^te

-«l AJniiJmikttmiiiMialw•mmtfcriiiiiil limil iiiiilint wnitinff nnnuBy
yaai.»ttdit6l»ctiv»iifnBW<BgadtB1teBwat*BiiiWil«;

Gwdte SbSot p^niB0U» «od tho fiaaodd Vuri« of pottwcofjdary edueaiion fiif BlBy
ftailiaa tivougb Hattized tax dedocdou for tudoo pqnMBtti

aaldag it impfobaW* thn the gowcnantt* ciB afcd dia antaieediw^ loas^m
^pjjposals Rddte nainnimogr^e •!<« 

nidaataidproffams;
Therdbfo, bo h rwolvod that the Board of Trustees ofihe CoDa^ BoHdi

• comm^^rbeOintonadininUttatiopfortowbaantialaipportefoducarkMU

• mffinas the Cdl^ Board's historitceimaiiineitt to need^rteedrtudamaiiandBl aid; ind

. uraesthatpropeaalsfertumoQiaxcrtditsordeduaioiBiaxbeall^
reduce suppoB for need-based aid,

Funbff, the Board of Trwtees calls upon the CoBsge Board aaffto:

• analyte arddisieninareiiifonrtation OB the pOMBialdiarlhitiODOfbeoefits of tuidoo tax
proposals;

restoratioo of audeoi loan imefeat deduaSbility); and

purchaslag power that these pronrams have loft over the pan fifteen years.

Ettsamtgr M ftudam
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Board of Trustees - March 28^29,1996

Support for Need-Based atudent Aid

VlAiereas the Coiiefle Board champions educational exceilenoe for all 
students through the ongoing ooMaboration of member schools, 
colleges, unh/ersitiefi, educational systems, and organizations,
and;

Whereas the Board of Trustees has established an
College Board with the goal that, by the end of the twentieth 
century, individuals from tredltiorally underrepresented groups
have access to and complete postsacondary education at the same
rate as traditional studei^i and

Whereas wide disparities in educational attainment
a young peraon from atomliy in the top income quartile »tnws 
more likely to have received a ooHege degree by age 24 
another person whose family income fails in the bottom quartile;
and

Wheresa need-based financial awistanw is erittcal w ^
equalizing college opportunities and in providing Sv-income families to prepare for portseoondaiy ©dueaition, and

Whereas there is evidence that grant aid is more 
assistanoe In boosting particpati^ rates as Income students stay in college and complete their degrees, and

Whereas today most federal aid is in the form of loans (75 pwnt)ra^
than grants (25 percent), compared to the reverse 20 years ago 
(75 pereent grants, 25 percent loans); end

Whereas prupoeels for academic merit-based federal scholarehip^uld 
^^*^^^be^^towad to substitute or reduce support for need-based

student finandel aid; and
Whms post»eond*ty financial aid is • vW irwesHtiant in

Therefore be it reeolved:

Tha» iha Collaaa Boart

«nount Of -d awilabl.

tofiinadiutitiriintfi
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IntroductioD
Mi. Chaiimm, t»m J“"«* ^g^J^“J^°^,^,‘behStof aIwcU inaihe 

CollejesandUmvenillea(AA30J). (NASULGO. 0“''*“

ufiiiociattons. ihe Hisp^c . Bjucation (NAFBO), and United Negro College

?ssrrs;s:5SSsa'««»»“«*“
Me. Chahman. 1 appeal befoie y»» " “

justifiable in teims infomialion w to the tdiUMtimuil impact of the

sound education policy.
Befoie addressing any poS^ oscTo?the tax code in

sssEssarss^s^srrrirs^-rf:;rri’3rS'3»=-i^jsr‘
constituting only 23 percent of tax Weis. 

u> ,UI Via^.lha o, AASCUsustaining an enlightened and productive jeffSLn captured the essence of the
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*c chil*.. =f even .he pn««. ^
worked hard. Education has hiwonc^ly l^n the A gjocadon for ever greaier

i? - ewiSi' eSi: »«.« wn n.« enec-e^ i" ““

society.

EducftUon Policy Context
The evolution of our Mtion'e pahlie hiphe,«!«««« tSe^TrllSrof

step in our eolteiv. rffom 10 IMlto the the FW
low-cost public colleges and aniversiUes. which the federal gowtnment
MottlllAci.providededucetionalopportuim.wJJcSmmhighercducadoo 

Americans, rhe second historic^ step m to which moch

our stn«d f f«“

In this gradualist definition of ijiukl still have attended college
Siiy how many of the more than 3. mi i million student bonowew could have
[his year wiihout aid, or how many JJ"* “JJ®. on theit own. Our view Is that
obtained sufficvcni resources to puy their 5c unable to pay for their
without the existing student aid programs, most of our citizens would be unaoie to pay
children (or their own) educational costs, 

w. huv., u>™u,n urn »,uWn.d™ «f .U»
lu the dvrecUon of d* kmd of society ^ ^ siudeS^ffom all income levels,
been generally increasing over iho P®f ’ j ^ lowest incoTne-quartlie--
The increase in the and bdow-was 13.6 pereent, while the upper income
those with annual income of $22,IX» andW by 20.5 percent
quartile those with annual inconies of W.OOO
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,or« «» Wn,» much frum om « «« ™ f™" »"

The priueipfe of low Olition iS hett
victuelly eve,v .m«. thaet.-.» «U ““ f«««« »«■“““ «“ «'™'"

Kiemic f" «ahor lulliora U the butlimmy pw.u«.

Medicaid, prison cotistfucuon and law enfotcemen steadily eroded in

student aidptograui-havc fiUod the gap.
T1„u«imp«.ot««..naeeh«uluc.io«m«t.C«. i««i»o.o,.m.d,pulp*loa«»»n«ci

H„,, whit. .h. oompellin, val« -f coUcj. .^miun to
b^kgrouncU to «»mp<» pemapM m ^..i„on»

families have continued to f Tii? continues, at some point in the future,

===rEE=S&BSCconsequences in terms of inw-iTic^c students, who are, not surprisingly. inoSl
of the recent-past, especially in ^ when the upward eolloge panicipation trends
sensitive about cost. Even at this veiy f with annual incomes of
give us hope, the coilega ^ jhis is in contrast to the newly 90 percent

Summary of Proposed Iiiitliitivaa
i i, in the backdrop ofae»d«dlto>"y^°^.^ 'ii^iS^p^Mn^MSbyfu 

vaiiout tax ptoposaH thia 9“7“‘'XS?mis far amwa from ftaaidani ainton. wbo baa called 
ot«luc«ion.ltaxptopoaaUtb.?r~ld««<b«««««on»<» 

fa,».Mi« of oow initutivea i« auwW “f m«^ ^ .ducadon. Ooi al«o for m.
credit not uol, for havm, °C.‘"

of oaua' •*
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•re m... «ppr«u.v, of f«. a». U« SK

diKMlioMty need-taied jlutot aid jottioti »f new fede^ tMOiireu tint

loi>g-i*rm econoimc «•“■'>““» ^ wus il a b»ld and dacUive aap in the dirtetior of

century of Aincrican world leadership.

The President’s proposals include the following new iniaatives;
• “Hone Scludarthlps”- This proposal, named after the state of '’[f *****?,

firsry^^rofXTJwW

remsuns “drug-free."

of grades.
r rn«riveneMTax.aemptiQ»- This proposal would exclude from taxable income
the amou^of any loan forgiveness taxable

organizations in exchange for spaying their student loans
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. T«.rm SSr°Ip°*“

pTomoic pciiier s&viagt fot college-

grftduliw educition for this excluMon,

enupiorated above.

The—t^m

:;j:tKii:3r.t.”Ksss;££r.2s»tewartl reducing the over-reliance on loans.

TIb e»»ruioo lad txpwiiion gf I wwjd

i., bu: «*ih o« .y. »tgakinj d » Pemuiwit P»vl*»i>- 

E,p.n.ign of »A. «d ^

Ihit coimoirae V.III ilu find d»m worthy of it> »«ppoa

OutViow.onPiopoRiT.dilonTKD-liHdihUHJ' ^

in cdmBMVddihd*"“* 
tuition tax deductibility, ». boeet with so many probto that we
ediiceiionel policy. Indeedl tax dsdwtJ y . . . tht>r I rc-itetatc that this is not a
piopoBc that it be replaced wUh “ Sdle- and upper-income t4xpay«S"«P*«|^*®‘J^^y-
judgment on our part ee to ^ f j- the abSact. Rather, the question is wbeiber
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!i ‘ 'i'

ain-ttblH

callegB luirion, when
_ n first glance, seem to pr<rtiw**w **

ii'il 'Vl

naiuie of oui «oi sttucwre. ^
IJgEnSCSunt. would generate individual l|||jj^^ *H!SiE?gg^

TrJSSSSSotion U28 cents, in contrast to thoil^

.ki'

If
■M;;

SSSSub^^ “ in to ett. d tmto. <»•
taflCisue of its other feaiureii, iia yon will HC holoWi

. ________________________________________________________________________________________________________________________■

Sjg^
offers the same theoretical oppO<psy W

Cilixens tend to be disproportionately coiwnirated ift UnmMM

tiitaiMi th* interactive results of the three cai^ ttj h "''
B^nr^ tmong the most important points bupg^S

at these institutions is about S27.0^ |^jgar. ^ 
iSi Income at these insiitmions would cciAont a 

u-k *5.700 wonld be for mlUon a«lwe-

ssa*^to wt:s^<iy -* «5- f-sss?a*:r£suS3SSSBw»«9*adwuiiiv^to. »*r‘l>:S!T5i'SSm^<l«ll» <*»*»«•

!:2ss£:Lt;:s ^ "

Wilp

SSKT
6

ji^fr

-.■■ : '■

-"''n
•" I '' ' ,’............' '

v:
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» cm»™. •■ “->» *•

propowa tax beMfiU. •» *«W“ ® '‘“f.'Sl iSn“in coU«s* aMnaaM*- 'J 'S* .
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the mwiirnum deduction could be reduced, 

citizens, would better focus this proposal on monenue

An Alternative Policy Option

~c.—

Xation. AASCU supports «i AdSliniatraiion’s proposal. Our
loan interest payments with ® (Svantages, and I should point c [
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in higher rates.
, While the deductihiUty of tuition would do ligssi fonn of

deductibility of student loan aw«e, student loans are the only

advanced studies.
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■ STjatarJ=r=Ji:^3SC;l.sr.“rs:ri£S£sri::sr=r^in higher rates.
• While the deductibility of tuition >«ould do very little _-

deductibility of student loan interest would immediately

£‘sr/jr»iSi«ap'KSr?r?:rS’3SS=^:E9^can provide a ^wetful incentive for more of our aUKTie to engage tn giaduato and 

advanced studies.
. A Ur»« mmbet of out oitiani would bonofit torn «

Iniosit deductibility piovliion then would feom tuition tax daductibilily.

Our Views Ott Bope Tw Credits
Mr. Chairman, allow me to now turn to (he Hope tax credit proposal, and share AASCU’s views 

regarding that initiative with you and the Committee.

As I have aliuidy mentioued, in clliii* for higher edueaion tax ereditt,

SHS,iiis-'s=r™.*srs=-.2r
At tb. same tin». however, w. duu. the oouoem. of our ooUeague. ..giudmg the detaiU of the 

proposed tax credits.
. AASCU view, the d«i.ion to turn what waa originaUy a refimtUbla taxtuyUciato anon. 

Thilfferenee between refimdabiUty and non-refun^bi ^

would argue for the inclusion of our neediest citiiens.
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, A. is di. (he cm with fl» picposed WuctiWlicy of tuition, to
also b« rtduced in a dollar-for^dlar fashion by the amount of Other eid
received. Ironically, the effects of this “netting” of federal grants against Hope credits IS 
even more drastic than would be the case for taa-deductibility. Netting against a 
deduction results in a loss of eligibility equal to the applicable margreal ^ Netting

but to take the deduction, which, as we saw, generates less thm ^
student from the family with the S73.000 anoual Income would be eligible for Ao full 
Ze «x eiljit Of $1,500. Such a student's family would fare better with the Uopc 
Loiarship while daductibiUty U capped at $5,000. but could do better stUl once the 

proposed uiMimum of $10,000 i» reached.
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leuMlid w pratoie. Fl«t. Mudiiitt tom M-iuk taek|«uito leiKl w‘“ to u 
acaJcmiully ..cll-piepueU u those tom upper-income badegfoondt. Tlti, ii •*“

JL rSsntotie. eoilej. .»d«.t. end studeto who 
uedilioiul femmes. Second, needier lUdeno. feenng leei of Hope eligthility wmU be 
.lore likely to avoid mote iBffieuH cnuiei in favor of less challeiw wmk.
Slly to ™o« . wend yen of Hope eiiiiWlliy. Much hettet tewli, would
tuUm federel eligibility sierutod of "letlsfieloty acedemic ptogteu were sutetmued 

for the proposed grade roquirement.

credit, without the federal grants tsffset contained m the propos^ vws^, wouio 
^rriiht direction. Mr. Cheinnan. w. stand ready to work with you and the Committee ih any 

way we can to assist you with the historic teak before you.
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Record Type: Record

To:

cc:

See the distribution list at the bottom of this message

Subject: Labor/HHS, post-sec appropriations hearing

I attended today's Labor/HHS post-sec appropriations hearing. David Longanecker testified (also at 
the table was Tom Skelly, Maureen McLaughlin, Bob Davidson, Claudio Prieto, and Betty Hicks). 
Members of Congress in attendance at times were Porter, Stokes, Obey, Lowey, Dan Miller, Jay 
Dickey, Roger Wicker, and Northupl?).

Porter
Porter's opening statement labeled the Administration's higher education policy over the years as 
"inconsistent" and lacking a coherent strategy to accomplish an ends. Evidence he cited to support 
this view included the Administration's inconsistent, year-to-year budget requests on Title III, the 
Institute for International Public Policy, the Bethune-Cookman College appropriation, Byrd 
fellowships, Javits fellowships, Perkins loans, and SSIG. Also cited the Administration's changing 
position the Direct Loan vs. the Guaranteed Loan programs.

Longanecker's response was one of acknowledgment that the Administration's position had 
changed on these items over the years, and was due primarily to the Administration's recognition, 
and attempt to deal with and respond to, the changes in Congress (a lame response even though it 
is the truth). For example, when the Congress changed, ED realized it was going to have keep the 
Guaranteed loan program and make sure both work well.

Porter also raised the issue of higher education costs, and whether the Administration's proposals 
would increase tuition. Longanecker responded that a combination of leadership and political 
pressures, in addition to a diversified federal aid structure, would discourage tuition increases 
caused by HOPE and the Pell expansion.

Obey

Obey defended the Administration's overall policies. And, he stated that he would want to do 
more, such as levying a 1 % tax on corporations with earnings of $10 million to help expand Pell 
even more than the Administration. To help control tuition inflation, he stated that he would be 
willing to support legislation that would drop colleges and universities from federal aid programs if 
their tuition increased by more than 120% of the three-year average of all schools (but include 
waiver powers for the Secretary).

Miller

Miller brought up the issue of higher education costs, and asked Longanecker to respond to the 
Time Magazine article on the subject (he wanted to know if HOPE was Dick Morris' idea). Nothing 
significant was asked of Longanecker.

Wicker



Wicker also talked about higher education costs and tuition inflation. The only significant questions 
he asked were about how the we could control tuition costs, and how the "drug testing" provisions 
of HOPE would be implemented.

Northup

Northup asked what the Administration's position was on providing relief to students with loan debt 
(such as the interest deduction). Longanecker responded that income-contingent student loan 
repayment exists. She generally wasn't satisfied with that. She also asked about how our policies 
would help school-to-work transition persons. Longanecker responded that our policies are 
designed to encourage all high school graduates to seek a post-secondary experience (she didn't 
like that it did not help kids who do not want to go to college). Finally, Northup expressed concern 
about grade inflation, and that HOPE encourages schools to move in this direction.

Stokes

Stokes was interested in the following: the role of community colleges in welfare reform, TRIO 
performance, and the state of our teaching corps (in terms of our teacher need, especially minority 
teachers). Longanecker indicated that their reauthorization bill would include an initiative in this 
area.

Bonilla

Bonilla wanted Longanecker to respond to information Bonilla had which indicated fraud and abuse 
of the income-contingent loan program. Evidently, some guy is selling a booklet to people which 
explains how to avoid paying a student loan through the loan consolidation and income-contingent 
programs. Longanecker said he was aware of this guy's booklet and was looking into it.

Bonilla also wanted to know how many work-study students were cut as a result of the increase of 
the minimum wage. He said it adversely affected a college in his district.

Dickey

All Dickey wanted was some basic information on HBCUs and the Title lll(b) program. He did not 
bring ask Longanecker about the situation at the Pine Bluff HBCU.

Porter (con't)

In closing. Porter asked a few other questions:

* If the President wanted to limit Direct lending admin to $532,000 (instead of $750,000) why not 
put this in the appropriations language? Skelly responded that it will be in authorizing language.

* For the record, he asked a number of questions related to the work-study program and the 
number of students that would be affected by different scenarios (such as all schools using the 
institutional waiver provision).

* He asked what the implication for Pell would be if the Presidential Honors Scholarship money was 
put in the program. Longanecker responded that the Pell max could increase $35-$40, and add 10 
to 15,000 students.

THAT'S ALL FOLKS
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print in propqsi^ college tax break
Eton's amjiexiiy 

andprimcyi89U£S 

pose challenges
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WASHINGTON — PreskJent 
Clinton’i propoaed coUeie-tuitlon 
ux break* may aound tike a great 
deallor inkkfle-income iamiUea, but 
the fine prim covld cause a ferr

aintoh will higbUAt hi* higber- 
educatioQ agenda in to State of the 
Union measage toni{d>ti >a the 
budget prbpptai due later this 
week. Hi* g^; ‘inaking two years 
of college educa­
tion as universal I 
M a higb sdwol 
diploma.!' Re­
publicans in 
Coir^eas are re- 
ceptiye, since an 
educated work 
force, is critical 
to economic, 
growth. ,
. When Clinton 
stepsuptoar^ Pr»sM«ll- 
crophooe. he CJlntoo .. 
can make hii. . . ^ :
plan sound simple; a $l,500-a-year 
"Hope Scholarship* tax benefit for 
the first two years of college; up to 

I <10,000 a year in tuition cwdeduc- 
' tions for Bfelong learning; penahy- 
■ free IRA withdrsYrals for education:

and an expansion of Fell.Grants for 
low-income students.

But the plan has many moving 
psrts. It also invohrei a major new 
role for the lotemal. Revenue Ser­
vice hi higher education, at a time 
when the agency ia smiggliog to 
meet the demands of modemiaa- 
tion.

How these moving part* will 
mesh with each other, with an sd- 
ready compKcated finandal iid sys­
tem, andan even'nidfe intricate tax 
system, is a source of concern for 
supporters and critica of the plan 
alike..

For starters, raaay taxpayers 
don't know the difference between 
a .tax credit and a tax deduction — 
much less which would be better 
for them In a given circumstance.

. (A tax credit is subtracted directly 
from taxes owed, while a lax deduc- 
tioD is subtracted from income be­
fore it's taxedj

In Qinton's plan, families must, 
pi^ either a credit or a deduction 
for the first two years of college 
tuition. Making the wrong choice 
could cost them hundreds of <W- 
lars. ■................

• For example, a family earning 
<60,000 with a $3,000 tuition bill 
woidd save $1,5.00 with the credit 
and <840 with thd deduction.
. .INe $1,500 tax credit — which 
at first sounds smaller ■ than a 
$10,000 deduction — would actual­
ly., be better for the majority;of 
families.

. “The workings of it are hard!to

understand,* aaid Jiilie Schorr, stu­
dent government president at 
NQanu-Dade Community College’s 
Kendall campus. “I ttoik people 
should be able to receive informa-. 
tion about the choices, explidtly 
laid out according to which would 
benefit you more.* .

Though college trade assoda- 
tioiu support the president’s plan, 
tbeit o^Kiala are also concerned 
about its inany,.wrinkles, . .^

"Student aid is a complicated 
business,* ssid Terry Hartle, a lob­
byist for the American Council on 
Educatloo. "What's being added to 
the mix ia that we’re going over to 

tax side of the equation. We alt 
know that when the IRS gets in­
volved, it's never as simple ss one 
would wish.*

Here are several possible compli­
cations to keep in mind:

■ Lag Time
Tax refunds would not come until 

the spring after tuition payment* 
are made; A family having a hard 
time scraping up tuition money 
would not get any up-froht help. 
David Pierce, president of the 
American Association of Communi­
ty Colleges, secs a riiarket fpr 
"bridge tons" to tide students over 
until the tax refund comes! But 
loans involve fees and interest 
costs.

■ IRS as Grade Monitor.
To get. a second year of the 

<1,500 Hope Scholarship tax cred­
it. students must maintain a B-mi-

nui average. Sounds reasonable, 
but how is the IRS going to know? 
Grades are confidential, and col­
lege* or families would have to sup­
ply the informadoa. It would mean 
an extension of the IRS into an area 
it nonnally doesn’t get involved in. 
What’a more, students would have 
to vouch to the tax authorities that 
they’re drug-free, '

■ Four-year Bias?
Though Clinton has put a lot of 

emphisis on guaranteeing a com- 
munity-coBege education for all, 
most of the benefrt of to six-year, 
$36 biUjoo tax-cut package would 
probably go to students in four-year 
colleges. Economisi Norton Grubb 
of the Univeraity of California at 
Berkeley said benefiu for commu­
nity-coil^ stndenti are likely to 
be smaller because many study 
part-time and pay less in tuition.

■ Uneven Benefits
Under the president’s plan, fami­

lies making up to $80,000 would be 
able to claim a tax benefit of up to 
$10,000 a year for tuition. (The 
benefit would be available through­
put a person's lifetime.) But the aiie 
of the benefit is wdi,^ted toward 

. upper-income people! For example, 
a family making $60,000 and pay­
ing $3,OOO'in tuition would get a tax 
break of $840, wbfle a family mak­
ing $35,000 and paying the same 
amount in tuition would' get only 
$450. 'The reason: tax deductions 
are vrorth more to people in higber 
income brackets. . ...



\Tw

. ¥

n inAf ,.

' V(l .
i('0(]

i

(

()■

I

(■

Af <•"



rWR 06 '57 12:34PM DOT>'OFC OF SECRtTfiRY P.2/2

C- fjiWje. Actiag A«BtaBi:Seopet»rvfiirTa»!Poiicv.
P.S. PeoartinMtrfftgTraaftirvracttWDPMried bvDawdLoiigaDtciMrt

Donald lAibiclc’s writtea testuiKN^ outlmid aB of the Adimnisbation’S tax provisioas of tbe ^ 
98bud^ I>w to tinierestiicdonsli^ briefly (Escotsed die entire intijMsal and gave short 
siiiDinaries of the Itt^icr educatk>n pfovisi(»>^

Rep. Archer contended that the tax aedits and deduefiens in the proposal would exj^ at the 
end of2000 unless there was an affirmaiivc vote to oiteod then. Lul^ said Aat the statutory
langoag^ Drindi was leqmred by CBO. stated that tfiese proviaons-would suaset only if ecoDomic 
pgrajectkxBaienotmeL Archer said that the lai^puage was clear and uDequryocal, and he refilled 
Lutnek’sdaun that CBOinandated the statutofylsQgui^. Aidxr ended by aridiigLubkk why 
be was ducldi% the question. ,

llwre were severd questktns about H(»^E Scbdafslups, bdudiiig: bow the IRS would verify 
efigtttifity; if addidoDal Binds would be Impropriated to the IRS for the verificatkni process; and 
how nwch this process would cost institiitions. Lubidt responded that any cost'-beoefit analysis of 
the process would &vor rite institution, and Longanedeer followed by sayb% that we wOl do 
evoythii^ we can to control costs.

Lutdde was also asked and whether community colleges would fed pressure to raise their tuition 
to$l500. In response, Lubick painted out that the G.I. Bin did net drive up tuition, and he also 
cited a NAICXJ study that shows tuition may acnially decrease witii HOPE. Longanedeer said 
that, wUle the natural laws ofeconomics would support the argument for an increase, maricet 
and other forces win still be at wXMk to contain tuntion.

Some ad^tiona! questions:

Rep. Stark A): Will these taxproposals create any new jobS?
Mr.Lnhick: These siiisufieswiDhdp people get and keqp jobs.

Rep. Stalk (DCA): The Presidem’s tax proposals wiO help those who would goto coDege 
anyw^. How will |dan encourage savings?

Mr.Lubick: By phasing-out the credit and the deduction at incomes over $100,000.

Mr. Rai^ O^NY): WiD anyone at tte White House momtor all of these pieces?
Mr. Longamcker The President Oaugfater) Gene Spcaling was "the kinginn.’*

Rep. Enagn (E^-NV): Whidi problem is worsts K-12 or higher education? students are not
prepared for coQ^ after. 12 years of sdiod, shouldn’t we feicus on K-I2? 

Mr. Longanedeer: You must view the Preadort’s education padtage as a whole.

3/s aowd = ai aWO = WOMd ii'b = Sl iB-SB-aWW
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02/24/97 1>2B:42 AM

Record

Robert M. Shireman/OMB/EOP

cc:
Subject: Pell numbers

You asked whether we're now questioning the statement about 891,000 students (independent 
students with no children) receiving an average increase of over $800.

The statement is still correct, technically speaking, but those who understand what an "average" 
means would realize that it does not convey very useful information. When we were making the 
WH press document last month, we did not have the distribution of award GAIN among 
independent students. The average statement was the best we could come up with. But we now 
know more aobut the distribution of award gain. What we know now is that:

Of the 891,000 independent student recipients (with no children), about 32 percent gain nothing; 
44 percent gain more than $1,000; and 24 percent gain somewhere between $1 and $1,000.

Given the information we have now, we can say that:

• Under the President's proposal, 391,000 independent students with no children would receive 
an increase of more than $1,000; or

• 508,000 independent students with ri) children would receive an increase of more than $500.

In addition to this independent student stuff, remember also that we can throw out this statistics:

• About 92 percent of the Presidenr ! increase in Pell would go to families and indepedent 
students with incomes of $30,0C/0 or less.
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Embargo for Release; Monday, March 3, 1997
Contact: Tim McDonough or Monette Goodrich, (202) 785-8866

Two NAICU Studies Help Shed New Light on Factors 

Affecting Tuition at Private Colleges and Universities

Findings Show Federal Student Aid Does Not Lead to Tuition Increases

WASHINGTON, March 3 -- The National Association of Independent Colleges and 
Universities (NAICU) today released two studies that shed new light on the way 
campus budget decisions are made, the factors affecting tuition growth, and the 
impact of federal and institutionally provided student financial aid.

The combined results of the studies demonstrate emphatically that federal student 
aid does not contribute to tuition increases at private colleges and universities. 
Instead, other factors, such as education-related costs and institutionally provided 
student aid, are the major determinants of tuition. The reports also show that 
private institutions have been able to maintain access for students from low- and 
moderate-income families largely due to student aid provided from the 
institutions’ own resources.

"This is some of the most compelling evidence to date on the subject of college cost 
and the impact of student aid," said Frank Balz, NAICU vice president for 
research and policy analysis. "The econometric analysis examines publicly 
available databases - and the separate studies corroborate one another. I think 
this material will be very useful to help policymakers and the pubhc understand 
the financial decisions being made at private colleges and universities."

The first report, "A Commitment to Affordabihty: A Survey of Budget Priorities at 
Independent Colleges and Universities," was released in summary form (the final 
report will be completed later this spring). The survey of more than 400 private 
colleges and universities looks specifically at campus revenues and expenditures, 
and other factors associated with tuition and fees during academic years 1994-95 
through 1996-97.

Growth in Tuition and Fees

• The top three factors accoimting for tuition and fee growth at independent 
colleges and universities during the last three years were technological 
improvements on campus (mentioned by 85 percent of survey respondents).

Page 1 of 4
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institutionally provided student financial aid (80 percent), and faculty 
salaries and benefits (79 percent). Other factors cited as having either a 
"great" or "moderate effect" included the decrease in the amount of federal 
student financial aid (66 percent).

• Although respondents did not say that they necessarily took any of these 
specific actions, the factors most firequently mentioned as likely to have only 
a "slight" or "no effect" on tuition increases included: growth in the status or 
popularity of the institution (mentioned by 71 percent of respondents), and 
tuition charges at "peer" institutions (60 percent).

Growth in Campus Expenditures

• When asked what expenditures had increased faster than the rate of 
inflation during the last three years, respondents most often mentioned 
institutionally provided student financial aid and academic computer 
equipment (both cited by 70 percent of respondents), and administrative 
computing equipment (59 percent).

Controlling Expenditiu*es

• Independent colleges and imiversities have taken a wide variety of actions 
to control expenditures during the last three years. The actions taken that 
were most often reported as having a "great" or "moderate effect" were 
implementing institution-wide budget cuts (46 percent of respondents), 
increasing the operating efficiency of the physical plant (42 percent), 
restructuring institutional debt and deferring maintenance of campus 
facilities (both 39 percent), eliminating administrative positions (37 
percent), and not filling open faculty positions (36 percent).

Increasing Revenues

• The actions taken to increase revenue at independent colleges and 
universities that were most firequently mentioned as having a "great" or 
"moderate effect" were: increasing full-time enrollment (66 percent of 
respondents), increasing efforts to obtain voluntary contributions (69 
percent), improving cash management practices and investment earnings 
(67 percent), and reducing student attrition (60 percent).

The second report, "Ten Facts about Tuition at Independent Colleges and
Universities," results fi*om an extensive statistical analysis of data fi*om federal
and campus sources conducted for NAICU by the Human Capital Research
Corporation of Chicago. Its focus was to examine the elements that contribute
most significantly to tuition and fees at independent colleges and vuiiversities.

Page 2 of 4



Among the facts backed up by statistical analysis in the NAICU report:

Instead of causing increases in tuition, federal grant aid to 
students actually helps to slow the rate of tuition growth at 
independent colleges and universities.

• Federal grant aid to students shows a significant and moderating 
effect on increases in tuition and fees in independent higher 
education. Data analyses demonstrate emphatically that increases in 
federal student grant aid actually lower the rate of tioition growth. 
But as the availability of federal student grant aid has decreased, the 
rate of tuition growth has increased.

The majority of imdergraduates at independent colleges and 
universities do not pay full tuition because of grant and 
scholarship assistance.

• Nearly all (97 percent) full-time, full-year imdergraduates with family 
incomes of less than $16,000 receive some form of grant assistance to 
attend an independent institution, as do 95 percent of students with 
family incomes between $16,000-$30,000, and 86 percent of students 
from families earning between $30,000-$46,000.

Actual out-of-pocket tuition expenses have changed at a rate 
substantially slower than the rate of growth for published 

tuition levels.

• Although published tuition has increased faster than the rate of 
inflation, net tuition (after grant and scholarship aid) has increased 
at a much slower rate than the pubhshed tuition. In fact, between 
1993 and 1996, average annual increases in net tuition were just one 
quarter of the increase in the pubhshed average tuition.

The difference in out-of-pocket expenses for public and 
independent colleges and imiversities is less than you might 

think.

• After taking into accoimt the grant aid that students attending four- 
year pubhc and independent mstitutions receive, the average price 
difference between the sectors declines firom about $9,400 to 
approximately $5,600. More significantly, the price difference (when 
only grant aid is considered) diminishes sharply as fa^y resources 
decline. On average, a student whose family income is less than 
$30,000 will receive suffldent institutional grant assistance to reduce

Page 3 of 4



mm
the price difference between public and private institutions to about 
$3,200.

The cost of educating students is the largest determinant of 
tuition growth at independent colleges and universities.

• Educational costs (such as faculty salaries and academic computing 
equipment) are the single largest factor associated with tuition 
growth at independent colleges and universities. By itself, this 
category accounts for 36 percent of the increase in tuition and fees.

Copies of the NAICU reports can be obtained free of charge by calling (202) 785- 
8866.

NAICU is the national organization representing private colleges and universities 
on pubUc policy issues with the legislative, executive, and regulatory branches of 
the federal government. Founded in 1976, the association has nearly 900 
members nationwide, including Hberal arts colleges, two-year colleges, major 
urban research universities, historically black institutions, women’s colleges, 
church-related colleges, and schools of law, medicine, engineering, and business.
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NAICU: Tuition Hikes Not Tied To Federal Aid (Cont.)
than the availability of federal student aid. 
When there is more federal student aid avail­
able, institutions do not have to spend as much 
generating their own financial aid.

Of 425 private colleges and universities sur­
veyed, 85 percent said technological upgrades 
accounted for some of the growth in tuition and 
fees over the past three years. Institutional 
student aid drove up costs for 80 percent of 
those surveyed; faculty salaries and benefits 
drove tuition at 79 percent of the schools.

NAICUs studies come as Congress prepares to 
reauthorize federal student aid programs and 
is looking at rising college costs. President 
Clinton has also targeted student aid as a pri­
ority this year, proposing an increase in the 
maximum Pell Grant and postsecondary 
education tax incentives.

Faster Than Inflation 
Congressional lawmakers have criticized col­
leges and universities for raising tuition much 
faster than inflation for 15 years.

A General Accoimting Office report released 
last summer found that tuition at public four- 
year institutions has increased 234 percent 
since 1980 (ED, Aug. 20, 1996).

Tuition and fees at public four-year institu­
tions averaged $2,860 in 1995, up from $1,285 
in 1986, according to the College Board. At 
private four-year institutions, the costs aver­
aged $12,432 in 1995, up from $6,581 in 1986.

Controlling Costs
Seventy percent of the institutions surveyed 
said that institutional aid costs have grown 
faster than inflation on their campuses.

Many institutions are deferring building main­
tenance, making campus-wide budget cuts and 
not filling vacated faculty and administrative 
positions, Balz said.

“I think one of the myths about higher educa­

tion is that the schools aren’t thinking or doing 
anything to keep down expenditures,” he said.

The studies also noted that private colleges are 
trying to increase full-time enrollment, prevent 
student attrition and increase alumni and 
corporate contributions to increase revenue.

The House Budget Committee is planning a 
hearing on college costs Wednesday.

“A Commitment to Affordability: A Survey of 
Budget Priorities at Independent Colleges and 
Universities” and “Ten Facts About Tuition at 
Independent Colleges and universities are free 
from National Association of Independent Col­
leges and Universities, 1025 Connecticut Ave. 
NW, Suite 700, Washington, D.C. 20036, 
(202)785-8866. —Rebecca S. Weiner

ED Outlines Impact 

Of Clinton Tax Incentives
A detailed inspection of President Clinton’s 
proposed tax breaks for college students clearly 
shows how they would aid middle-income fam­
ilies over low-income ones.

The department dissected how much assis­
tance families would get from Clinton’s pro­
posed $3,000 maximum Pell Grant; a $1,500 
nonrefundable tax credit, or Hope Scholarship, 
a $10,000 tax deduction; and student loans (see 
charts, pp. 7-8).

Families making $20,000 or less with one stu­
dent in a four-year public institution would re­
ceive $45 from the $10,000 tax deduction. A 
family making $30,000 would recoup $218, and 
a family making $60,000 would save $495.

Education Secretary Richard Riley released the 
chart at a Senate hearing last week on the re­
authorization of the Higher Education Act (ED, 
Feb. 28). —Rebecca S. Weiner
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How Clinton’s Proposed Tax Breaks 

Would Affect College Students, 1998-99 (Cont.)

Independent student' — .... ,
. i •• Income of $10,000

Community college Public four-year Private four-year^'// ;

Year
■. ■. ■■■

Year Year
Year Year Year three, Year Year three,

one two one two four . ^ one two v;- V four

Average cost* $6,500 $6,500 $10,800 $10,800 $10,800 $22,400 $22,400 $22,400
Tuition

Expected family contribution
1,500

0
1,500

0
3,300

0
3,300

0
3,300

0
14,100

0
14,100

n
14,100

Student aid u
Pell Grant
Stafford Loan eligibility

3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

Subsidized
Unsubsidized

Tax benefit

2,625
875

3,500
0

2.625
4,000

3,500
4,000

5,500
2,300

2,625
4,000

3,500
4,000

5,500
5,000

Hope Scholarship tax credit 0 0 0 0 0 0 0 n
Tax deduction* 0 0 45 45 45 458 458

u
458

Income of $20,000
Community college Public four-year Private four-vear-'

Year
Year, . Year

Year Year Year three, . ■ Year ■ YekrvV' three,
one two one two four one ■■■ two four

Average cost' 6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
1 ujuon

Expected family contribution 
Student aid

1,500
3,535

1,500
3,535

3,300
3,535

3,300
3,535

3,300
3,535

14,100
3,535

14,100
3,535

14,100
3,535

Pell Grant 0 0 0 0 0 n n
Stafford Loan eligibility' u u
Subsidized 2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500Unsubsidized

Tax benefit
3,875 3,000 4,000 4,000 5,000 4,000 4,000 5,000

Hope Scholarship tax credit
Tax deduction*

1,500 1,500 1,500 1,500 N/A
495

1,500 1,500 N/A
720

Income of $30,000
Community college Public four-year ^ Private four-vesar ..

Year •••. • •. Year

•
Year Year Year Year three. --"Year/-. //■Yeir-;;:;- f three, 

fourone two one two ■V. four two-;‘:-i

Average cost'
Tuition

Expected family contribution
Student aid

6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
1,500
7,850

1,500
7,850

3,300
7.850

3,300
7,850

3,300
7,850

14,100
7,850

14,100
7,850

14,100
7,850

Pell Grant
Stafford Loan eligibility'

0 0 0 0 0 0 0 0

Subsidized 0 0 2,625 2,950 2,950 2,625 3,500 5,500Unsubsidized
Tax benefit

5,900 5,900 4,000 4,550 5,000 4,000 4,000 5,000

Hope Scholarship tax credit
Tax deduction*

1,500 1,500 1,500 1,500 N/A
495

1,500 1,500 N/A
750

'Based on a single independent student without dependents.
^nstituthnT^^^^^ 5 percent growth per year for public institutions and 6 percent per year for private

Maximum amount of loan eligibility, not taking into account any other institutional, state or federal aid such as
Supplemental Educational Opportunity Grants, Work-Study or Perkins Loans
Maximum deduction would be $5,000 in 1998 and increased to $10,000 in 1999 and beyond.

Source: Education Department.
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How Clinton’s Proposed Tax Breaks 

Would Affect College Students, 1998-99
Editor s note: The following charts show projected tax breaks based on family status, income and 
type of school. A deduction is not shown when the Hope Scholarship tax credit is larger, because 
families would have to choose. The tax credit would be unavailable after two years of college.

Average cost'
Tuition

Expected family contribution 
Student aid 

PelJ Grant
Stafford Loan eligibility 
Subsidized 
Unsubsidized 

Parent loan eligibility'
Tax benefit

Hope Scholarship tax credit 
Tax deduction*

Average cost'
Tuition

Expected family contribution 
Student aid 

Pell Grant
Stafford Loan eligibility 
Subsidized 
Unsubsidized 

Parent loan eligibihty'
Tax benefit

Hope Scholarship tax credit 
Tax deduction'

Average cost*
Tuition

Expected family contribution 
Student aid 

Pell Grant
Stafford Loan eligibility 
Subsidized 
Unsubsidized 

Parent loan eligibility’
Tax benefit

Hope Scholarship tax credit 
Tax deduction'

Dependent student'
■■■ :

Family with income of $210 000
Commuiilty college Public four-year Private four-year

■■■ ■■ y-
Year Year

Year Year Y^ar:':' Year./i three, Year Year three,
■■-one:-; two i' "' " one ■ ' two four one two four

$6,500 $6,500 $10,800 $10,800 $10,800 $22,400 $22,400 $22,400
1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100

0 0 0 0 0 0 0 0

3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000

2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500
0 0 0 0 0 0 0 0

875 0 5,175 4,300 2,300 16,775 15,900 13,900

0 0 0 0 N7A 0 0 NVA
0 0 45 45 45 720 720 720

Family with income of $30 000
Ck>minun:ity college Public four-year Private four-vear

Year Year
Year Year Year Year three, Year Year three,
one two one two four one two four

6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100
1,150 1,150 1,150 1,150 1,150 1,150 1,150 1,150

1,850 1,850 1,850 1,850 1,850 1,850 1,850 1,850

2,625 3,500 2,625 3,500 5,500 2,625 3,500 5,500
0 0 0 0 0 0 0 0

2,205 1,150 6,325 5,450 3,450 17,925 17,050 15,050

0 0 0 0 0 0 0 0
0 0 218 218 218 750 750 750

.■ ■ ■■ Family with inex>me of $60 000
ComiDunilty college Public four-year Private four-year

Year Year
Year Year Year Year three. Year Year three.
one two one two four one

6,500 6,500 10,800 10,800 10,800 22,400 22,400 22,400
1,500 1,500 3,300 3,300 3,300 14,100 14,100 14,100
7,610 7,610 7,610 7,610 7,610 7,610 7,610 7,610

0 0 0 0 0 0 0 0

0 0 2,625 3,190 3,190 2,625 3,500 5,500
2,625 3,500 0 310 2,310 0 0 0
3,875 3,000 8,175 7,610 7,610 19,775 18,900 16,900

1,500 1,500 1,500 1,500 NVA 1,500 1,500 N/A
■■ ■■ “ 495 - - 750

‘Based on a family of three with one child in college.
^suming 5 percent growth per year for public institutions and 6 percent for private institutions. 

Maximum amount of loan eligibility, not taking into account any other institutional, state or federal aid 
Maximum deduction would be $5,000 in 1998 and increase to $10,000 in 1999 and beyond.

(more)



February 26, 1997 ■ Education Daily Page 5

ACE Backs Clinton’s Higher Education Plan

Conference
Report

President Clinton this week picked up support 
for his student aid proposals from the nation’s 
primary higher education lobby.

“Your endorsement today will be a historic ele­
ment in making sure that this will be a part of 
the ultimate budget plan,” Clinton told Ameri­
can Council on Education (ACE) members at 
the group’s annual conference in Washington, 
D.C. on Monday.

ACE’s backing carries 
political clout because it 
represents the country’s 
higher education associ­

ations and 1,700 colleges and universities. The 
American Association of Community Colleges 
(AACC), which represents 1,113 schools, this 
week endorsed parts of the plan, such as in­
creasing the Pell Grant maximum to $3,000.

Reservations Linger
Although ACE’s governing board vmanimously 
endorsed Clinton’s plan, the group, along with 
AACC, has some questions about how the tax 
proposals would work. ACE is also concerned 
about the necessity of requiring a “B” average / 
to earn a $1,500 nonrefundable tax credit. ^

V
“Our concern is how it will work for all stu­
dents,” said ACE President Stanley Ikenberry. 
Ikenberry added that the requirement for a “B” 
average could lead to grade inflation and a sub­
stantial administrative burden, which GOP 
lawmakers also have cited (ED, Feb. 6).

Clinton’s budget proposal includes not only the 
tax credit, but also offering a $10,000 tax de­
duction for postsecondary expenses and ex­
tending tax breaks for employer-paid tuition.

Lenders and guarantors oppose provisions to 
reduce loan subsidies to banks and would 
return guarantors’ federally funded reserve 
funds back to the government (ED, Feb. 7).

Bipartisan Mood
At least part of the president’s plan has a re­
ceptive audience in Congress (see story, p. 6). 
Senate Majority Leader Trent Lott, R-Miss., 
told ACE he is willing to work with Clinton on 
some of the tax provisions.

“Instead of drop-kicking the president’s [bud­
get] proposal across the street, we said it was a 
start, a teeny one,” Lott said.

Lott added that he’d like to move the Senate 
Republican education bill, S.l, this year. It 
would let borrowers deduct $2,500 annually in 
interest paid on student loans, and make earn­
ings from Work-Study jobs tax exempt.

'The Senate Labor and Human Resources Com­
mittee will hear from Education Secretary 
Richard Riley tomorrow. —Rebecca S. Weiner

Tax-Based Education Policy 

Aids Middle-Income Families
A new report backs up charges that President 
Clinton’s proposed education tax incentives 
would do more to subsidize college costs for 
middle-income families than improve access for 
low-income students.

One prol^mis that lost federal revenue from 
the tax-cuts could drain funding for need-based 
aid programs, such as Pell Grants, says the 

- report released yesterday by The Education 
Resources Institute and the Institute for 
Higher Education Policy.

Lost tax revenues likely wopld-^IS^made up 
[through] cuts in^iscretionary spending, plac­
ing studenfaidmnding in an even more pre­
carious position” than now, the report says.

Another problem, it says, is that middle- and 
upper-income persons are more familiar with 
the tax code, and more likely to take advantage 
of available breaks: In 1995, taxpayers making 
less than $30,000 a year filed 53 percent of all 
returns, but only 9 percent of all itemized re­
turns, the groups say in their report.

Clinton has proposed allowing $10,000 in de­
ductions for postsecondary education expenses, 
and wants a $1,500 tax credit (ED, Jan 28).

'The report documents divergent college partici­
pation rates. In 1994, the rate for the poorest 
high school graduates was 58 percent, com­
pared to 88 percent for those whose families 
were in the top quarter of the income scale.

“Taxing Matters: College Aid, Tax Policy and 
Equal Opportunity” is free from Education Re­
sources Institute, 330 Stuart St., Suite 500, 
Boston, Mass. 02116-5237, (800)255-375, 
ext. 4762. —Rebecca S. Weiner
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Aiiu loreign governments with the 
wherewithal are scrambling to enter 
the commercial fray. The' Indian 
Government last year began selling 
five-meter imagery, currently the 
best that is timely. By 1999, it hopes 
to have a new satellite that will yield 
2.5-meter imagery.

"The genie is oul^f the bottle,” 
said Christopher Sinifison, an expert 
on space reconnaissance at Ameri­
can University in Washington. In 
March, he plans to hold a conference 
on how news and nongovernmental 
organizations can use the imagery.

Dr. Wheelon, who was the C.I.A.’s 
deputy director for science and tech­
nology in the 1960’s, said the new 
trend threatened to lessen the value 
of the diplomatic currency of mili­
tary spy photos, which the United 
States shares with sticH allies as Aus- 
tralia, Canada, Israel and Britain. 
_And, he said. Governmental, shut­
ter control over the new cameras 
would most likely prove awkward or 
futile because Washington wouid be 
unlikely to always know ahead of 
time when censorship might be in the 
best interests of the United States.

So too, civil libertarians foresee 
knotty problems. They say that 
courts weighing aerial-photography 
cases have steadily eroded privacy 
protections and that the new technol­
ogies threaten to further the trend.

But many experts say the new 
surveiilance age, though laden with 
problems, is probably good over all 
because it plays to American 
strengths and against totalitarian 
governments.

“We fought the cold war to prove 
that open-information societies are 
better than closed ones,’’ said Joanne 
Gabrynowicz, a lawyer in space poli­
cy studies at the University of North 
Dakota in Grand Forks. “We can’t 
stop now.”

Clinton Fills Political Post
WASHINGTON, Feb. 9 (AP) - 

President Clinton on Friday selected 
an Arkansas loyalist, Craig Smith, to 
be the White House political director.

Mr. Smith, 38; was the first em­
ployee in Mr. Clinton’s 1992 Presi­
dential campaign, later serving in 
the White House personnel depart­
ment and as political director of the 
1996 campaign.

But economists say there are two 
factors that could make such a pro­
gram backfire.

The first is that subsidies, whether 
for medical care, housing or educa­
tion, typically lead to higher prices 
and higher income for the sellers of a 
product. In economic theory, at any 
given price, people are willing to buy 
a certain amount of a product. If the 
price rises, people will tend to buy 
less„ But if they have more income, 
they tend to want more. In this case, 
theory suggests, colleges would be 
able to raise tuitjon somewhat and 
not lose buyers because the buyers 
would have somewhat more money.

In the college market, however, a 
small number of top colleges already 
charge premium prices, with tuitions 
of $20,000 or more, and could proba­
bly raise prices further and still have 
5 or 10 applicants for every seat. 
Other colleges with empty seats 
have been cutting tuition to try to 
attract more students. And many 
public colleges, some selective, some 
not, have tried to keep tuition low to 
encourage access.

“How prices are set and what 
forces tuitions up is very elusive,” 
said Lawrence E. Gladieux, execu­
tive director for policy analysis at 
the College Board. But, he said, even 
if colleges do not raise tuitions, they 
may be able to share in some of the 
Federal windfall by reducing the fi­
nancial aid they provide. He noted 
that financial aid at many high-cost 
colleges was based on the parents’ 
income. And if families are better off 
after the tax breaks, financial aid 
may be reduced somewhat.

A second factor that could lead to 
higher tuition is that if the program 
succeeds in helping more students — 
particularly low-income students — 
go to college, colleges that are al­
ready filled to capacity would have 
to expand to absorb the new stu­
dents. They will have to build new 
classrooms, dormitories and gymna­
siums, add computers and hire new 
faculty members and will need mon­
ey to pay for them.

“The picture President Clinton 
paints is immensely popular and ap­
pealing,” said Gordon C. Winston, 
chairman of the economics depart­
ment at Williams College and co­
director of the Williams Project on 
the Economics of Higher Education. 
“But the thing I keep coming back to 
and fretting about is that tuition pays 
only a small part of the cost of col-

dent policy for the college,” Mr. Lon- 
ganecker said.

And even though families would be 
able to take a tax deduction for tu­
ition for any year of college, that is 
not a dollar-for-dollar subsidy the 
way a tax credit is. The Government 
effectively picks up part of the tu­
ition bill, rather than all of it. For a 
family in the 28-percent tax bracket,, 
the Government would effectively'

An obstacle is seen 

in a proposal to 

make college more 

affordable.

Associated Press

Tection in Rifle Association Fails
;nt members of the National Rifle Association • 
luring an acrirnonious meeting of the group’s 
o make it easier to remove the current leaders.

Wayne LaPierre, left; executive vice president, lis­
tened during debate yesterday, while Marion Ham­
mer, president, led the session.

pay 28 cents of every dollar, up to the 
limit. “So an increase in tuition is 
still painful,” Mr. Longanecker said.

He added that Administration offi­
cials would be “using the bully pul­
pit” to reinforce the notion that the 
financial aid is meant to help people, 
not colleges. “If some governors or 
state legislators try to capture this 
money to reduce their state obliga­
tions, it is not going to be very popu­
lar,” he said.

Officials at some public universi­
ties, which account for more than 80 
percent of American college stu­
dents, said last week that they would 
work to try to hold tuition down.

“We are ideologically locked into 
keeping fees low,” said Paul A. 
Eisner, chancellor of the Maricopa 
Community Colleges in Arizona.

And Judith S. Eaton, chancellor of. 
the Minnesota State Colleges and 
Universities, added: “None of us 
likes to raise tuition. Is there a mar-.' 
gin of ease if we know student aid’ 
will cover? Yes. But I don’t believe- 
that we as an entity sit around and! 
say, ‘Let’s raise tuition, because it’s; 
covered.’ That is not the mind set.” ;

But in many states, college offi-i 
cials have been losing the battle to I 
hold tuition down as state legisla-J 
tures seek to cut spending. *

Complicating the picture is the I 
fact that colleges are seeing their j 
enrollments rise for other reasons.! 
One is demographics, said Frank 
Levy, a professor of urban studies at 
the Massachusetts Institute of Tech­
nology and cb-author of “Teaching 
the New Basic Skills.”

Mr. Levy said the number of col- j 
lege-age students had begun to rise i 
again after many years of decline! 
and would continue to rise for a' 
while. Also, he said, more people are" 
attending college because they see it 1/ 
as necessary for good jobs. ;

Frank Newman, president of the' 
Education Commission of the States, ^ 
a Denver-based nonprofit group that; 
advises state officials on education; 
policy, said that one way out was to 
look for less costly approaches to; 
education, like classes over the Inter-> 
net. He points to the decision by 10 ! 
Western states last year to set up a 
virtual university and efforts in oth-' 
er states, like California and Florida, I 
to develop such colleges. }

Mr. Newman, like many educators ‘ 
who want to broaden access to high- . 
er education, applauded the Presi- J 
dent’s move to make education a ' 
priority. y

"People talk about the Republi- 
cans’ pulling Clinton closer to them,” | he said. “On education, he’s pulled ! 
the Republicans over to him. He has ! 
turned this issue from a question of ,; 
where to slash this further to where ' 
to put money in. That is a huge \ 
change.” ■

/
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Government’s spy satellites.

“I’m confident we’re on a path to 
being quite successful,” he said in an 
Interview.

Other companies pursuing the 
work ,^include the Boeing Company, 
Motorola Inc. and the Orbital Sci­
ences Corporation, a company in 
Dulles, Va., that wants to have a one- 
meter satellite aloft bv-1999.
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The initiatives have sparked rival 
efforts beyond American business. 
For instance, NASA is preparing to 
send up two reconnaissance satel­
lites — Lewis, with five-meter reso­
lution, and Clark, with three-meter 
resolution.- NASA plans to share the 
imagery with American students.

And foreign governments with the 
wherewithal are scrambling to enter 
the commercial fray. The Indian 
Government last year began selling 
five-meter imagery, currently the 
best that is timely. By 1999, it hopes 
to have a new satellite that will yield 
2.5-meter imagery.

“The genie is oulQBf the bottle,” said Christopher Sirnffson, an expert 
on space reconnaissance at Ameri­
can University in Washington. In 
March, he plans to hold a conference 
on how news and nongovernmental 
organizations can use the imagery.

Dr. Wheelon, who was the C.LA.’s 
deputy director for science and tech­
nology in the 1960’s, said the new 
trend threatened to lessen the value 
of the diplomatic currency of mili­
tary spy photos, which the United 
States shares wiin sudn 
tralia, Canada, Israel and Britain. 
..J^nd, he said. Governmental shut­
ter control over the new cameras 
would most likely prove awkward or 
futile because Washington would be 
unlikely to always know ahead of 
time when censorship might be in the 
best interests of the United States.

So too, civil libertarians foresee 
knotty problems. They say that 
courts weighing aerial-photography 
cases have steadily eroded privacy 
protections and that the new technol­
ogies threaten to further the trend.

But many experts say the new 
surveillance age, though laden with 
problems, is probably good over all 
because it plays to American 
strengths arid against totalitarian

Clinton Tax Break Plan 

Is Called a Tuition Prod ■i
I

Economists Cite Effect of Greater Demand
By KAREN W. ARENSON

President Clinton’s goal in the 
budget he proposed last week for 
higher education is to make college 
more affordable.

But economists say that if the plan 
of tuition tax breaks for the middle 
class and more and bigger Pell 
grants for needy students is carried 
out, colleges are likely to raise tu­
ition. At least some of the money, 
they say, would end up in college 
treasuries rather than family pock- 
etbooks.

“The economics certainly suggest 
tuition increases,” said David W. 
Breneman, an economist and dean of 
the Curry School of Education at the 
University of Virginia. “The only 
question is whether there are suffi­
ciently high public-relations and po­
litical pressures to act as brakes.”

The cost of attending college has 
spiraled upward faster than inflation 
for years, stretching the resources of 
many families and putting college 
beyond the reach of some. It is that 
pressure that President Clinton 
hoped to deal with in his education 
program.

Mr. Clinton wouid offer families 
with annual incomes of up to $100,000 
the right to a tax credit of up to $1,500 
a year, slightly more than the aver­
age tuition at community colleges 
nationally, for each of the first two 
years of college, provided the student 
maintains a B average.

Alternativeiy, families with in­
comes of up to $100,000 would be 
allowed to take a tax deduction of up 
to $5,000 a year at first and up to 
$10,000 after 1997 for post-secondary 
education or job training.

The tax credit and deduction are 
expected to cost $36 billion over five 
years.

But economists say there are two 
factors that could make such a pro­
gram backfire.

The first is that subsidies, whether 
for medical care, housing or educa­
tion, typically lead to higher prices 
and,higher income for the sellers of a 
product. In economic theory, at any 
given price, people are willing to buy 
a certain amount of a product. If the 
price rises, people will tend tO buy 
less. But if they have more income, 
they tend to want more. In this case, 
theory suggests, colleges would be 
able to raise tuition somewhat and 
not lose buyers because the buyers 
would have somewhat more money.

In the college market, however, a 
small number of top colleges already 
charge premium prices, with tuitions 
of $20,000 or more, and could proba­
bly raise prices further and still have 
5 or 10 applicants for every seat. 
Other colleges with empty seats 
have been cutting tuition to try to 
attract more students. And many 
public colleges, some selective, some 
not, have tried to keep tuition low to 
encourage access.

“How prices are set and what 
forces tuitions up is very elusive,” 
said Lawrence E. Gladieux, execu­
tive director for policy analysis at 
the College Board. But, he said, even 
if colleges do not raise tuitions, they 
may be able to share in some of the 
Federal windfall by reducing the fi­
nancial aid they provide. He noted 
that financial aid at many high-cost 
colleges was based on the parents’ 
income. And if families are better off 
aftpr thp faY hrpaU"! financial aid

lege.” ;
The Department of Education said 

it did not have estimates of how 
many more students might attend 
college under the President’s pro-^ 
gram. But more students in college 
would mean that many colleges al­
ready at full capacity would need to 
turn to taxpayers — and to higher 
tuitions — to raise additional money. 
The other choice, Professor Winston 
said, is a reduction in quality.

“For every dollar added to student 
tuition resources, somebody is going 
to have to add more money,” he said. 
By his calculations, tuition covers 
only 11 percent of the cost of public 
higher education, which includes not 
only operating costs but also capital 
expenditures and interest on loans.

“Tuitions will go up sharply and 
everyone will scream about the ra­
pacious institutions,” he predicted. '

The Department of Education ac­
knowledges these pressures.

“Any time you put together a pro­
gram that gives substantial benefits 
to people, you have to be concerned 
about whether you’ll affect the mar­
ket in a perverse way,” said David A. 
Longanecker, an Assistant Secretary 
of Education. But he said the Clinton 
Administration was banking on; 
“strong economic and political rea-; 
sons why that won’t happen.”

On the economic side, he said, the 
program is structured so it is not a 
simple across-the-board subsidy. 
The tax credit for up to $1,500 a year 
in tuition payments applies only for 
the first two years of college. So if a 
college raised tuition, students in the 
third and four years would have to 
pay more but would not have the 
dollar-for-dollar tax credit to ease 
the pain. “Economic theory would 
not suggest that that would be pru­
dent policy for the college,” Mr. Lon­
ganecker said.

And even though families would be 
able to take a tax deduction for tu­
ition for any year of college, that is 
not a dollar-for-dollar subsidy the 
way a tax credit is. The Government 
effectively picks up part of the tu­
ition bill, rather than all of it. For a 
family in the 28-percent tax bracket,, 
the Government would effectively'

An obstacle is seen 

in a proposal to 

make college more 

affordable.

pay 28 cents of every dollar, up to the 
limit. “So an increase in tuition is 
still painful,” Mr. Longanecker said.

He added that Administration offi­
cials would be “using the bully pul­
pit” to reinforce the notion that the 
financial aid is meant to help people, 
not colleges. “If some governors or 
state legislators try to capture this 
money to reduce their state obliga­
tions, it is not going to be very popu­
lar,” he said.

Officials at some public universi­
ties, which account for more than 80 
percent of American college stu­
dents, said last week that they would 
work to try to hold tuition down.

“We are ideologically locked into
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Record Type: Record

To: See the distribution list at the bottom of this message

cc:
Subject: Sperling conference call

Gene pulled together a conference call Monday afternoon with Mike Cohen, Eli Attie (W.H. 
communications), me (0MB), and from ED: Mike Smith, Frank Holleman, Susan Frost, 
Leslie Thornton, Maureen McLaughlin.

He noted that the Administration is not yet in negotiations with the Hill, so it is important, in 
the interim, to continue to promote the priority issues to make them “untouchable” when it 
comes time to negotiate. He noted a few opportunities that are coming up soon:

-this Friday, area college presidents will announce their commitment of work-smdy students 
for a D.C. reading mtor program (Leslie, get details and keep Kathy and Aromie in the loop);

-Monday (Feb. 24) POTUS will speak to ACE;

-March 3 “Direct Loans 2000" conference. Secy Riley, Sperling speaking, perhaps others.

A long discussion of various issues resulted in the following to-do list;

1. Susan Frost will do a draft of a letter that could be used to get hundreds of college 
presidents to endorse the basic concepts of the Administration’s higher education policy.

2. NEC/DPC will call a Treasury-Education-OMB meeting on Thursday to address: 
-Statutory language on regulatory authority in HOPE;
-Distributional analyses of the tax items (NOTE: Gene strongly OPPOSES releasing any); 
-Proposals for design changes (as a result of distribution discussion);
-State-by-State data

3. Gene will work on getting the VP or FL to the direct loan conference.

4. Gene and Bruce will talk to Hilley about the question of the timing of the introduction of 
education bills on the Hill.

5. Everyone will share ideas or the ACE speech; Frost and Holleman will explore the idea of 
an endorsement of the Administration’s package.



6. Mike Cohen will lead an effort to sort out the current status of the college presidents’ 
commitments to America Reads tutors.

7. Leslie will explore possible op-eds.
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additional problems:
■ if the student went to another school during the taxable year, or
•ithey studied abroad, or they have taken courses concurrently at another 
.-.-'institution?
.-■-Schools could also be audited if they made mistakes.

II, How to Cortrtmnicate with Congress;
■»

:;-*.-To write a Senator:

-•:>The Honorable (full name)
»United StaLea Seiwite 
:.-:.vWashington, DC 20510

tear Senator (last name)

:.v;*

.-.•To write e Representative:
>:;■

,v.>.The Honorable (full name)
»united States House of Representatives 
-. ■■.Wa .^b 1 Ti0tr on, DC 20515
»
:-;:-Dear Conaressman or Congresswoman (last name)
»T/'Jhen writing the Chair of a Conmittee, address them as Mr. Chairman or 

:.-Madam Chairwoman.
.->For more information, please check out the AACRAO government relations 
>.:-web site, click on "Grassroots Lobbying."

;i.>lll. Talking Points:
»-E?tplain who you are and that you are a constituent. Express your 
ii.qratiicude for the opportuniLy to aiiite.-s# your izoncems.

why you ate writing. You are concerned that education tax 
.'.-"'Credits, including President Clinton's Hope Scholarships could cause a
•...mA.*!«ive burden on institutions.

. .'-Explain that these education tax credits should work like other tax 
.-^credits. The tajgiayer is responsible for providing information to the 

.-•.-'IRS. Schools should not be mandated to fill out forms on their behalf.

... -Explain the burden that would be imposed on you. For example, schools do 
■>not keep grade information based on a tax year, which the tax credits
»would reciuire. E)q?lain that schools would not only have to fill out forms 

analyze student records to provide the IF5 with information that 
.->schools do not have currently available.
>>-State that the costs imposed on institutions could undermine the purpose

- more -
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r.ax credits (to helD students afford colleae). Schools could actually 
■>be audited for unintentionally providing inaccurate information.

v>-Conclude by thanking the rnenber for their tiirve and consideration. Ask if 
^the member or their staff could meet with you and others in the District 
■■Office about the issue (if this is something you would like to do).

IV. Other tips:

Please try to use as many means as possible to communicate with the 
.''members of congress. Call, fajt , and e-mail than. Get others at your 
■ ■-.■school, your family, friends, and anyone else you can think of that are 

constituents of the member, to contact the member's office.

-.v-V. The members

:-House ways and Means Coirmittee;

>-.=-Republ leans:
•.>BilL Archer (Chairman), Texas 7th District: phone: (202) 225-2571 
»fav 1707)
V-'

»PhiUD M, Crane, Illinois 8th District; phone; (202) 225-3711 fax; 
m-(202) 225-7830

>:>Wiliiam M. Thomas, Calif. 21st District: phone: (202) 225-2915 fax: 
'-(202) 225-8798 
>>
■'>E. Clay Shaw Jr., Florida 22nd District: phone: (202) 225-3026 fax:

:■••:: (202) 225-8398

■-'■Nancy L Johnson, Conn. 6th District: phone: (202) 225-4476 fax: (202)
•.-;:.225-4488
:->Jim Bunning, KY 4th District: e-mail; bunning4®hr.house.gov phone: 
.■•>(202) 225-3465 fax; (202) 225-0003
;'.'-Amuiy HuutjliLuii Jr. ., NY 31st DisLricL : e-iiia.il: houyhtuiiQhr .huuae.tjov
.»phcne: (202) 225-3161 fax; (202) 225-5574

■.■:.-Wally Merger, Calif. 2nd District: phone; (202) 225-3076 fax; (202) 
.•■.225-1609
: Mccrery, La. 4th District; e-rcvail: mccraiyOhr.house.gov phona:
-;-(202> 225-2777 fax: (202) 225-8039

.-David Camp, Mich 4th District: e-mail: davecanp(3hr.house.gov phone: 
;->(202) 225-3561 fax; (202) 225-9679

Ramstad, Minn 3rd District; e-mail: itinO30hr.house.gov phone: (202) 
;=->225-2871 fax: (202) 225-6351

Nussle, Iowa 2nd District; e-mail: nussleia@hr.house.gov phone; 
>>(202) 225-2911 fax: (202) 225-9129

- more -
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.■-•.-Sam Johnson, Texas 3rd District: e-mil; sam.tx03Sniail.house.gov phone: 
■:-(2C2) 225-4201 fax: (202) 225-1485

-‘I’--

■:.'J«mifer B. Dunn, Wash 8th District; e-mil: dunnwa08@hr.house.gov 
>H3hone: (202) 225-7761 fax: (202) 225-8673

■>Michael A Collins, Ga. 3rd District: e-mail; rep3macShr.house.gov 
•>.phone; (202) 225-5901 fax; (202) 225-2515
,>*:•;Rob Porttnan, Ohio 2nd District: e-mail; portmailShr.house.gov phone: 
..-..-(202) 225-J164 tax: (202) 22b-iyy2

::v:.phil iLuglian, Pa. 21SC DiSCriCC: phone: (202) 225-5406 fax: (202)
2 2.5-1081

..•V'

:. .-John Ensign, Nev. 1st District: e-mail: ensign@hr.house.gov phone; 
•..(202) 225-59C5 fax; (202) 225-0000

.-.■■Jon christenocn, Neb 2nd Diotrict: phone: (202) 225 4155 fox; (202)
■.•>•225-3032
;->Wes Watkins, Okla 3rd District: phone; (202) 225-4565 fax: (202)
■..■-22S-S029
;-.--..j.D. Hayworth, Aria 6th District: e-mail; azO60hr.hou!?e.gov phone: 
:.-:^-(202) 225-2190 fax; (202) 225-8819
■■•■>

:-.GeraldC. Weller, Illinois 11th District; e-mail: jwellerShr.house.gov 
;:.;-phone: (202) 225-3635 fax: (202) 225-4447

..■•::-Kenny Huishof, Missouri 9th District: phone; (202) 225-2956 tax: (202) 
■.■■;-22.5-7834

>>Democrats:
■■^Charles B, Rangel, NY 15th District: e-mail: rangelShr.house.gov 
.-.-phone: 9202) 223-4365 fax: (202) 225-0816

■■ .-F'.jrtney H. Scark, Calif. 13th Diacricc: e-mail: pecemail@hr.house.gov 
•;>E3hone; (202) 225-5065 tax; (2C21 226-3805

:..;.Robert T. Matsui, Calit. 5th District: e-mail: ca05@hi'.house.gov 
:.>-p;ione: (202) 225-7163 fax: (202) 225 0566

•■■■■Barbara B. Kannelly, Conn. 1st District; phone: (202) 225-2265 fax: 
;:r(202) 225-1031
;->William J. Coyne, Pa. 14th District: phone: (202) 225-2301 fax: (202) 
:>;-22 5-1844
»Sander M. Levin, Mich. 12th District: a-mail: al6vin@hr.housa.gov 
»phone; (202) 225-4961 fax: (202) 226-1033
■.->

;;-::Benjamin Cardin, Md. 3rd District: e-mil; cardin@hr.house.gov phone; 
(202) 225-4016 fax: (202) 225-9219

- more -



SENT BY;ACE ; 2-18-97 ; 4:44PM :GOVT. REL./PUB. AFP.-
Knmeo sy; e«CKy i iinmons nxmvf s;*:o 

From: Nancy CooSdge (2/14/97)
•To: john.hamitton® ucop.edu 
CC; Nancy Cooidge 

BCC:
Priority: Normal

ONB EDUCATION;# 5/ 9

Date sent; 2/14/97 12:59 AM

>::njan«s A. McCtennott, wash 7th District; phone: (202) 225-3106 fax: (206) 
:.->553-7175
:>Gerald D. Kieczka, wis. 4th District: e-mail; jerty4wi@hr.house.gov 
»phcne; (2U2) 225-4572 fax: (202) 225-8135

:.:.-J0hn R. Lewis, Ga. 5th District: phone: (202) 225-3801 fax: (202) 
.•.■•v-225’a351
.-.'Richard E. Neal, Mass 2nd District: e-mail: wtranghe@hr.house.gov 
.--phone; (202) 225 5601 fax: (202) 225-8112

’-Michael R. McNulty, NY 21et District: c-roail: nTOcnulty@hr-houee.gov
:.->phone: (202) 225-5076 fax: (202) 225-5077 

r-William J. Jefferson, La. 2nd District: phone: (202) 225-6636 fax;

».John S. Tanner. Term 8th District: e-mail: john.tanner@mail.house.gov 
>;>phone: (202) 225 4714 fax: (202) 225-1765

»xavier Becerra, Calif. 30th District: phone: (202) 225-6235 fax; (202) 
■■‘>225-2202
>:>Karen L. Thurman, Fla. 5th District; e-mail: kthurman@hr.house.gov 
:»phOne: (202) 225-5744 fax; (202) 225-3973

^Senate Finance Coirmittee:
>>
v-:.-Republican3:
; ■ >
.-i-William V. Roth, Jr. (Chairman), Delaware: phone: (202) 224-2441 fax: 
.■.'■■■(2QZ) 228-0354

■I'John II. Chafee, Rhode Island: e-mail: setwitor_chafee@chafee.3enate.gov 
■->phone: (202) 224-2921 fax; (202) 228-2853
■- >
: :-Charles E. Crassly, Iowa: e-mail: chuck_grassley@grassley.senate.gov 
:.-.vphone: (202) 224-3744 fax; (202) 224-6020

•:-Orrin G. Hatch, Utah: e-mail: senator_hatch@hatch.Eanate.gov phone:
•(202) 224-5251 fax; (202) 224-6331

.»Alfonse M. D'Amato, NY: e-mail: senacor_al9damato.senate.gov phone; 
•.'•.■•(202) 224-C542 fax: (202) 224-5871

>;>Frank H. Murkowski, Alaska; e-mail: email@murkowski.senate.gov phone; 
•:>(202) 224-6665 fax: (202) 224-5301

»Bon Nickles, Oklahoma: e-mail; senatorSnickles.senaLe.gov phone: (202)
>>224-5754 faxi (202) 224-6008
»
•'■^Phil Granm, Texas: phone: (202) 224-2934 fax: (202) 228-2856

»Trent Lott, MississiRpi; phone: (202) 224-6253 fax: (202) 224-2262
- more -
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Jeffords, Vermont: e-mail: vermont@jefforda.senate.gov phone:
.■.•■.(202) 224-5141 
:■>

•:.-:.Conni.e Meclf, PloridA: e-mail; ohairman_mack®jec.senate,eov or
::-'-connie@mack,senate.gov phone: (202) 224-5274 fax: (202) 224-8022 

Democrats:■>

.>Daniel Patrick Moynihan, New York: e-mail: senator@dpm.senate.gov 
»phone: (202) 224-4451 fax: (202) 228-D406
'.■■■:>

.•■..Max Baucnis, Montana: e-mail; max@baucus.senate.gov phone: (202)
::::-224-2651 fax: (202) 224-1974 ,

.->John D. Rockefeller IV, West Virginia; e-mail;
■.•':.-.senator9rocxeieiler.senate.gov phone: i2U2) 224-04/2 tax: (2D2)
.•.■>224-7665
■••••LTohn B. Breaux, Louisiana: e-mail: senator@breaux.senate.gov phone:
..■..•(202) 224-4023 fox. (202) 224-4203

>;Kcnt Conrad, North Dakota: e mail; aenator@conrad.3enate.gov phone:
:.»(202) 224-2043 fax: (202) 224-7776

>.>Bob Graham, Florida: e-mail; bob.jgraham@graham.senate.gov phone: (202)
■..:-224-3041 fax: (202) 224-2237
»

Mrt.'siftliay-Rrann, Tllino'l.s; e-mail; senatorSmoseleybraun. senate .gov
:^■.>phone: (202) 224-2854 fax: (202) 224-2626
■■>

Richard Bryan, Nevada: e-mail; senator@bryan.senate.gov phone: (202)
•:>224-6244 fax: (202) 224-1867

>>Bob Kerrey, Nebraska: e-niail: bob@kerrev.senate.qov phone: (202)
>::-224-6551 fax: (202) 224-7645

>>Thank you for all of your interest on this matter. We sincerely
appreciate the valuable feedback that we have received from our members.

.■>lt you need more information, please contact us.

:>>Daren Bakst
.'•-'Government Relations Representative 
■'..■-e-mail; bakstdSaacrao .nche.edu 
:.>;:-phone; (202) 293-9161 
■..-■-•fax: (202) 872-G0S7

>Teresa Antonucci
^Government Relations Assistant/Intern 
»phone: (202) 293-9161 
»fax: (202) 872-8857
>:■.***»****************'*'***end of appended message*********************

- more -



SENT BY:ACE ; 2-18-97 ; 4:45PM :GOVT. REL./PUB. AFP.- 0MB EDUCATION;# 7/ 9



SENT BY:ACE ; 2-18-97
Printed By: Becky Timmons 2/14/97 9:20 AM 

From; Nancy ConlWga (2/14/97)
’ To: john.hamiltonOucop.edu 

CC: Nancy Coolidge 
BCC;

Priority; Nomial

4:45PM ;GOVT. REL./PUB. AFF. 0MB EDUCATION;# 8/ 9Page: 2

Date sent: 2/14/97 12:59 AM

>To ftake it easier for you to contact important members, we have listed the 
•• ^Senators and Representatives irnportanr rn thi,q iswie and have given you 
•>their e-mail addresses (if they have one), phone numbers, and fax nimtiers.
. .Metrbers of concjre.s.s only want their own constituents to e-mail them. For 
-••'those who need to get formal approval frcxn their institution to contact 

■ .-f.'ongrpR.q, please feel free to forward them this Call to Action or any 
'.'Other AACRAO material that would be helpful.

: ::-we have also included some talking points to give you sane guidance. Form 
•>lettei3 are not effective tools of lobbying. Please try to follow the 
■••.■•calking points as closely as possible.

■.■■■>

.•■■•There are no other organizations we are aware of Chat are devoting 
>them£.elves to this cause. As some of our members have explained, there 
•::-are some serious flaws in Che merits of such a proposal. The higher 
•■■-education community, however, has actually been hesitant to take a 
■.•;:-position on tax credits because of the conflicts chat exist. Money would 
•■■.■••probably be better spent on low income individuals vdio really need the 
:.^:.-rnoney, such as through a larye Lictease in Pell Gicults, but this is not 
■-•very likely. Passing up a large comnitnient to education, that would only 

.■■::'exisL througli Lcux credits, would probably be 'unwise even if there are some 
• ;-flaws. AACFAO does not want to take any position on the merits either, we 
'■>siiiply want to ej^lain chat tax credits can work as intended without 
■'.-.'Causing a massive acininistrative burden on schools.
.-i-

'>We feel that is it inperative to communicate our concerns as soon as 
..-'.'poEsiblQ. We do not want the IRS to convince Congre.9.5 that .schools should 
■»be a broker between Che taxpayer and the IRS. They are already trying to 
••'do th-i r.. AACRAO members need to counter their arguments and show that 
'■there are alternatives. Once the legislation is passed, if it is passed, 
-■■it will be too late. An association representing financial institutions 
■'told me that their members have to fill out forms on behalf of taxpayers. 
'They said we better fight this now or else we will be facing a ma.s.sive 

>:;-burden. The tax regulations and tax burden get more caiplicated each 
..■•>year.

; .-We need you to conmunicate to Congress. The only way we can get our 
"message out is through your efforts. Congressional members listen to 
.•■-■•thsir constituents. You can definitely make a difference.
.'5-
•>I. What could be required ot institutions from the many tax credit and 
.-deduct ion proposals:

;:.>Tell the IRS vdiether a student received a B average for the past tax 
•':--year (calentliz ye<ix ) .
»•■-••Decei'mine the student' a qualified education expenses and t-.hen subtract 
::■.-.scholarship money and other benefits.
•>>::->l?eteindne if the courses taken improve the student's job skills. 

»Determine if the courses are in furtherance of a (i^ree.
>>Dctermine if the student was full or part time during the tax year
■;■■;'

■.-rf-Determine if the student was convicted of a drug offense
- more -



SENT BY;ACE ; 2-18-97
Printed By; Becky Timmone 2/14/97 9:20 AM

Prom; Nancy Coolidge (2/14/97)
• To: john.hamiltonducop.edu 

CC: Nancy Coolidge 
BCC:

Priority: Normal

4:46PM ;GOVT. REL./PUB. AFP.-
h-age; i

0MB EDUCATION;# 9/ 9

Dateeent; 2/14/97 12:59 AM

Mail*Link® SMTP Registrars Are Catling Congress

Received: by ace.nche.edu with ADMIN;14 Feb 1997 00:55:20 -0400 
Received: fromppp.ucop.edu (akaaka.ucop.edu [128.48.140.43]) 

by emie.ucop.edu (8.8.4/8.8.4) with SwrP 
id VAA18522; Thu, 13 Feb 1997 21:57:07 -0800 

Date: Thu, 13 Feb 1997 21:57:07 -0800
Message-Id: <2.2.16.199702132il42S.243fc30a@popserv.ucop.edu>
X-Sender; ncoolidg@popserv.ucop.edu 
x-Mailer: windows tXidora Pro version 2.2 (16)
Mime-Versioh; 1.0
Conr.enC“Type : texc/plaixi; oliai,B«L=“uH-ascii*
To: john.haitditon@ucc5p.edu
From: Nancy Coolidge ^ancy.Goolidge@ucop.edu^
Subject: Registrars Are Calling Congress
Cc; Noncry.CoolidgcQuGop.cdu (Nancy Coolidge)

In case this hasn't previously come to your attention, I thought that you'd 
want to know that AACRAO members are being exhorted to contact their 
congresarrven co voice concern about the atininistrative problems that wniild 
almost certainly ensue if the current proposals for the HOPE Scholarship and 
rprtain tav code revisions stand. 1 don't know what, sort of consultation 
goes on within the nation's cairpuses, but we will try to work with the UC 
renistrars. Any counsel that you can offer regarding planned 
modifications to the projsosals that would respond to their concerns would be 
most welcome.

love, n.

Forwarding:
»h copy of the original E-mail message is appended below this line.

************* til*******

.■■■'T*t»iir*i>iir*i»*****»*********r^T.f. TO action******* ******* *** *************'**

>>AACR.\0 has been concerned about the administrative issues surrounding 
>,>President Clinton's Hope Scholarships and the many other education tax 
>:>i;redit and deduction proposals. Our biggest concem was that registrars 
>.-aad poBaibly othera at colleges and uiiiverbitieii would liave I'.o fill out 
>:>tax forms and send them in to the IBS.

::-;.Our concerns were justified! The Secretary of Education and the Secretary 
>vof the Treasury wrote in a letter to Repreaentative Archer, the Chair of 
»the House Ways and Means Committee: •The regulations would reijuire 
:-.veducaCional itvstitutions to file an iufertnation report for each student 
>::'that would assist the student and the IRS in determining that the student 

rhe pligihility recpiirefifients for the nredit and calculating the 
>>amount of the credit that is potentially available,"
»::-;:.We need our members to contact their Senators and House Representatives as 
>i-sooti as possible, we will be meeting with people in congressional offices 
»late next week, This is the first phase of what we hope will be a 
»successful effort to prevent a massive unfunded mandate inposed on 
>.>schools. The potential burden could make the Student Right to Know Act 
»look like a minor inconvenience.

- more -
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led from Wyoming to Illinois derailed near Jefferson City, Mo., on Saturday, spilling 3,000 tons of coal 
le cause had not been determined. Amtrak took passengers on buses from St. Louis and Kansas City.

#■

fSpy Satellites Is Starting This Spring
ithout somebody knowing

y spying from orbit began 
when the United States 
the world’s first reconnais- 
tellite. Over the decades, 
;w countries have had the 
id skill to achieve their own 
: from the high ground of

lotographs were fuzzy at 
grew increasingly sharp, 

y could reveal objects at 
mall as a football, 
iual power of spy craft is 
xpressed as the length, in 
f the smallest feature that 
:an see when photo process- 
ished to the limit. For a 
lat can show a football, the 
I is about one foot, or one- 
meter.
early 1970’s, the National 
cs and Space Administra- 
hed a civil satellite known 
at, the first to near the 
surveillance realm. With a 
of about 100 meters, or 36 

ameras were able to show 
smaller than wheat fields, 
and general land forma-

idsats evolved to show im- 
alures as small as 30 me- 
feet. But the Defense De­
blocked further progress 

1 10 riuli(;nal secuntv

Federal officials say 
the benefits outweigh 
the risks of private 
espionage satellites.

good enough to see planes, tanks and 
troop movements:

The Bush Administration respond­
ed by easing American regulatory 
barriers. In early 1993, it granted a 
license for a commercial craft with 
three-meter resolution.

The Clinton Administration’s 1994 
decision was the most dramatic step, 
giving the go-ahead for craft with a 
resolution of slightly less than one 
meter, images unambiguously in the 
heart of the spy zone.

Today, the rules let American 
companies photograph anything 
from space and sell the fresh im­
agery on the open market. But the 
Government retains the right to 
switch off their cameras in time of 
war or international tensions, a plan 
known as shutter control.

The Federal Government also has 
the right to screen and limit the 
American companies’ foreign cus­
tomers. Nations likely to be denied 
■ iccess 10 ;he imugery include lnu|.

■

naissance Office, the secretive Fed­
eral group that builds and runs the 
Government’s spy satellites.

“Tm confident vit'xe on a path to 
being quite successliil,” he said in an 
interview

Other companito pursuing the 
work include thg. ^ing Company, 
Motorola Inc. and the Orbital Sci­
ences Corporation, a company in 
Dulles, Va., that wants to have a one- 
meter satellite &(t by 1999.

The initiatives have sparked rival 
efforts beyond American business. 
For inslance, ^^A is preparing to 
send up two WMnnaissance satel­lites — Lewtsjmth five-meter reso­
lution, and CI4^ with three-meter 
resolution.. NAM plans to share the 
imagery with ^erican students.

And foreign governments with the 
wherewithal |re scrambling to enter 
the commercial fray. The Indian 
Government last year began selling 
five-meter Imagery, currently the 
best that is timely. By 1999, it hopes 
to have a new satellite that will yield 
2 5-meter imagery.

' The genie Is ouojtf the bottle,” 
said Christopher Sirflson, an expert 
on space reconnaissance at Ameri­
can University in Washington. In 
March, he plans to hold a conference 
on how news and nongovernmental 
organizations can use the imagery.

Dr. Wheelon. who was the C.l.A.’s
■nuiy diri'cior for science and lech-

Clinton Tax Break Plan 

Is Called a Tuition Prod i
Economists Cite Effect of Greater Demand

By KAREN W. ARENSON
President Clinton’s goal in the 

budget he proposed last week for 
higher education is to make college 
more affordable.

But economists say that if the plan 
of tuition tax breaks for the middle 
class and more and bigger Pell 
grants for needy students is carried 
out, colleges are likely to raise tu­
ition. At least some of the money, 
they say, would end up in college 
treasuries rather than family pock- 
etbooks.

“The economics certainly suggest 
tuition increases,” said David W. 
Breneman, an economist and dean of 
the Curry School of Education at the 
University of Virginia. “The only 
question is whether there are suffi­
ciently high public-relations and po­
litical pressures to act as brakes.”

The cost of attending college has 
spiraled upward faster than inflation 
for years, stretching the resources of 
many families and putting college 
beyond the reach of some. It is that 
pressure that President Clinton 
hoped to deal with in his education 
program.

Mr. Clinton would offer families 
with annual Incomes of up to $100,000 
the right to a tax credit of up to $1,500 
a year, slightly more than the aver­
age tuition at community colleges 
nationally, for each of the first two 
years of college, provided the student 
maintains a B average.

Alternatively, families with in­
comes of up to $100,000 would be 
allowed to take a tax deduction of up 
to $5,000 a year at first and up to 
$10,000 after 1997 for post-secondary 
education or job training.

The tax credit and deduction are 
expected to cost $36 billion over five 
years.

But economists say there are two 
factors that could make such a pro­
gram backfire.

The first Is that subsidies, whether 
for medical care, housing or educa­
tion, typically lead to higher prices 
and higher income for the sellers of a 
product. In economic theory, at any 
given price, people are willing to buy 
a certain amount of a product. If the 
price rises, people will tend to buy 
less. But If they have more Income, 
they tend to want more. In this case, 
theory suggests, colleges would be 
able to raise tuition somewhat and 
not lose buyers because the buyers 
wnold have somewhat more money.

An obstacle is seen 
in a proposal to

lege.”
The Department of Education said 

it did not have estimates of how 
many more students might attend 
college under the President’s pro­
gram. But more students in college 
would mean that many colleges al­
ready at full capacity would need to 
turn to taxpayers — and to higher 
tuitions — to raise additional money. 
The other choice. Professor Winston 
said, is a reduction in quality.

“For every dollar added to student 
tuition resources, somebody is going 
to have to add more money,” he said. 
By his calculations, tuition covers 
only 11 percent of the cost of public 
higher education, which includes not 
only operating costs but also capital 
expenditures and Interest on loans.

"Tuitions will go up sharply and 
everyone will scream about the ra­
pacious institutions,” he predicted.

The Department of Education ac­
knowledges these pressures.

“Any time you put together a pro­
gram that gives substantial benefits 
to people, you have to be concerned 
about whether you’ll affect the mar­
ket in a perverse way,” said David A. 
Longanecker, an Assistant Secretary 
of Education. But he said the Clinton 
Administration was banking on. 
“strong economic and political rea­
sons why that won’t happen.”

On the economic side, he said, the 
program is structured so it is not a 
simple across-the-board subsidy. 
The tax credit for up to $1,500 a year 
In tuition payments applies only for 
the first two years of college. So if a 
college raised tuition, students in the 
third and four years would have to 
pay more but would not have the 
dollar-for-dollar tax credit to ease 
the pain. “Economic theory would 
not suggest that that would be pru­
dent policy for the college,” Mr. Lpn- 
ganecker said.

And even though ftunilies would be 
able to take a tax deduction for tu­
ition for any year of college, that is 
not a dollar-for-dollar subsidy the 
way a tax credit is. 'The Government 
effectively picks up part of the tu­
ition bill, rather than all of It. For a 
family in the 28-percent tax bracket,, 
the Government would effectively
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meters, about 3 feet, and 
urban planning and the 

iance of large military tar- 
varships.
Moscow began selling pho- 
resolution of five meters, 
iry, from spy operations, 
d geographically and bad- 
Jte. But it prompted fears 
;ton of foreign rivals, 
the Russians raised the 

Sinning to sell old imagery 
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Avil Suit
reed to give them 25 per- 
’ net proceeds from book 
eals — but 1 doubt there 
after this much time.” 
ement resolves a drama 
about 10 P.M.on April 22, 
someone strangled Mrs. 
le garage of the Raileys’ 
5 home. At the time, Mr. 
the spiritual head of Dal- 
Jnited Methodist Church, 
argest Methodist congre- 
he nation.
fter the attack, Mr. Rai- 
commit suicide, writing a 

he was under the influ- 
emons." A few months 
nfessed to having an af- 
cy Papillon, the daughter 
Methodist clergyman. He 
om the ministry under 
d permitted an Arkansas 
adopt the Raileys’ two 
es 5 and 2, who were the 
;es to the crime.
987, Mr. Railey and Ms. 
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le Dallas police consid- 
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0 his wife, they said they 
ve enough evidence to 
es against him.
Irs. Railey's family sued
1 court. When Mr. Railey 
pond, on advice of his 
lunsel, the family was 
' $18 million judgment.
Ir. Railey sued his wife 
in California, but the dl-
never granted. Three 

Mr. Railey was charged 
ited murder, based on 
ible DNA tests.
'lA evidence did not con- 
Mn a trial that many 
1 was fraught with pros­
takes. In May 1993, a 
Mr. Railey was acquit- 

for bankruptcy. A bank- 
e ruled that since the 
nt against him had been 
he suit of Mrs. Railey's 
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. front companies
will proiMibly ■ evade export prohibi­
tions, as they have repeatedly done 
for atomic, chemical, biological and 
missile technologies.

Today the change of Federal poli­
cy is aiding some of the Pentagon’s 
most experienced contractors. For 
instance, the Eastman Kodak Com­
pany, a key maker of cameras for 
Government espionage, is hard at 
work for the commercial spy compa­
nies as well.

In the vanguard of the new indus­
try is Earthwatch. With about 200 
employees, it is building two satel­
lites with three-meter resolution, and 
two with one-meter resolution. The 
first is to soar aioft from Siberia in 
April or May, atop a Russian rocket. 
Its corporate partners include Ball 
Aerospace and Technologies Group, 
owned by the Ball Corporation, and 
Hitachi Ltd. of Japan.

Earthwatch draws on the innova­
tions of the Pentagon’s anti-missile 
program, which has spent more than 
$30 billion to find ways to spot and 
destroy rising rockets and warheads 
from space.

The giant of the fledgling field is 
Space Imaging Inc., based in Thorn­
ton, Colo. The private company is 
owned by the Lockheed Martin Cor­
poration, which makes many of the 
military’s spy satellites, and E-Sys- 
tems Inc., a unit of the Raytheon 
Company that provides many of 
their communication links.

Space Imaging is building two sat­
ellites with one-meter resolution, the 
first of which is scheduled to blast 
skyward on an American rocket in 
December from California.

The president of Space Imaging is 
Jeffrey K. Harris, who from 1994 to 
1996 directed the National Recon-

' ■ : ■

■«ut iwiogy In tin I960’s, said the new 
trend threatened to lessen the value 

. pi the diplomatic currency of miU- 
tary spy photos. Which the United 
States shares with such allies as Aus­
tralia, Canada, Israel and Britain.

And, he said. Governmental shut­
ter control over the new cameras 
would most likely prove awkward or 
futile because Washington would be 
unlikely to always know ahead of 
time when censorship might be in the 
best interests of the United States.

So too, civil libertarians foresee 
knotty problems. They say that 
courts weighing aerial-photography 
cases have steadily eroded privacy 
protections and that the new technol­
ogies threaten to further the trend.

But many expens say the new 
surveillance age, though laden with 
problems, is probably good over all 
because it plays to American 
strengths and against totalitarian 
governments

”We fought the cold war to prove 
that open-information societies are 
better than closed ones,” said Joanne 
Gabrynowicz, a lawyer in space poli­
cy studies at the University of North 
Dakota in Grand Forks. "We can’t 
stop now.”

Clinton Fills Political Post
WASHINGTON, Feb. 9 (AP) - 

President Clinton on Friday selected 
an Arkansas loyalist, Craig Smith, to 
be the White House puliticcl director.

Mr. Smith, 38; was the first em­
ployee in Mr. Clinion's 1992 Presi­
dential campaign, later serving in 
the White House personnel depart­
ment and as political director of the 
1996 campaign.

In- the college market, however, a 
small number of top colleges already 
charge premium prices, with tuitions 
of $20,000 or more, and could proba­
bly raise prices further and still have 
5 or 10 applicants for every seat 
Other colleges with empty seats 
have been cutting tuition to try to 
attract more students. And many 
public colleges, some selective, some 
not, have tried to keep tuition low to 
encourage access.

"How prices are set and what 
forces tuitions up is very elusive,” 
said Lawrence E. Gladieux, execu­
tive director for policy analysis at 
the College Board. But, he said, even 
If colleges do not raise tuitions, they 
may be able to share in some of the 
Federal windfall by reducing the fi­
nancial aid they provide. He noted 
that financial aid at many high-cost 
colleges was based on the parents’ 
income. And if families are better off 
after the tax breaks, financial aid 
may be reduced somewhat.

A second factor that could lead to 
higher tuition is that if the program 
succeeds in helping more students — 
particularly low-income students — 
go to college, colleges that are al­
ready filled to capacity would have 
to expand to absorb the new stu­
dents. They will have to build new 
classrooms, dormitories and gymna­
siums, add computers and hire new 
faculty members and will need mon­
ey to pay for them.

“The picture President Clinton 
paints Is immensely popular and ap­
pealing,” said Gordon C. Winston, 
chairman of the economics depart­
ment at Williams College and co­
director of the Williams Project on 
the Economics of Higher Education. 
"But the thing I keep coming hack to 
and fretting about is that tuition pays 
only a small part of the cost of col-

,rt.n oDstacle is seen 
in a proposal to 
make college more 
affordable.

;
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Insurrection In Rifle Association Fails
DissKi.-nt members of the N.nuonal Rifle Association Wavne LaPien.

Associated Press

left; executive vice president. lis-
........ ,-,,.,-,1..............1,a„ T\.IJ„.„

pay 28 cents of every dollar, up to the 
limit. "So an increase in tuition is 
still painful.” Mr. Longanecker said.

He added that Administration offi­
cials would be "using the bully pul­
pit” to reinforce the notion that the 
financial aid Is meant to help people, 
not colleges. "If some governors or 
state legislators try to capture this 
money to reduce their state obliga­
tions, It is not going to be very popu­
lar.” he said.

Officials at some public universi­
ties, which account for more than 80 
percent of American college stu­
dents, said last week that they would 
work to try to hold tuition down.

"We are ideologically locked into 
keeping fees low,” said Paul A. 
Eisner, chancellor of the Maricopa 
Community Colleges in Arizona.

And Judith S. Eaton, chancellor of 
the Minnesota State Colleges and 
Universities, added: “None of us 
likes to raise tuition. Is there a mar- ’ 
gin of ease if we know student aid: 
will cover? Yes. But I don’t believe' 
that we as an entity sit around and I 
say, 'Let’s raise tuition, because it’s! 
covered.’ That is not the mind set.” ;

But in many states, college offi-J 
cials have been losing the battle toj 
hold tuition down as state legisla-* 
tures seek to cut spending. I

Complicating the picture is the,' 
fact that colleges are seeing their j 
enrollments rise for other reasons. i 
One is demographics, said Frank.* 
Levy, a professor of urban studies at 
the Massachusetts Institute of Tech­
nology and co-author of "Teaching 
the New Basic Skills.”

Mr. Levy said the number of col­
lege-age students had begun to rise I 
again after many years of decline! 
and would continue to rise for a; 
while. Also, he said, more people are • 
attending college because they see it i 
as necessary for good jobs. ;

Frank Newman, president of the • 
Education Commission of the States, 
a Denver-based nonprofit group that J 
advises state officials on education • 
policy, said that one way out was to 
look for less costly approaches to I 
education, like classes over the Inter-' 
net. He points to the decision by 10 ^ 
Western states last year to set up a j 
virtual university and efforts In oth- • 
er states, like California and Florida, I 
to develop such colleges. '

Mr. Newman, like many educators i 
who want to broaden access to high- ■ 
er education, applauded the Presi- j 
dent’s move to make education a ' 
priority. [

"People talk about the Republi­
cans’ pulling Clinton closer to them,” J 
he said. "On education, he’s pulled I 
the Republicans over to him. He has . 
turned this issue from qiieslion of 
where In sl.-isli Ihis riiiH;,.i m vi-heic



Once you have that, learning the let­
ter keyboarch is a .snap. Piano is the 
perfect way to build strong, coordi­
nated fingers, plus there's the added 
benefit of learning and loving music.

Studies about the so-called Moz;irt 
effect (higiier IQ scores) and inlor-

puter keyboard, they'll make good data 
processors. If children study the piano 
keyboard, not only will their fingers 
perform better on tlie computer, what 
they write will be lietter, too.

lv'\TllLEPN NERGEK 
Centreville

do not pursue inilitarv ties with Iran..
J.aCOB WALKTf? 

Arlinglpn
Thr. writer, a niircti Foreign Service 
officer, served in the U.S. Embassy tn 
Belgrade from 1956 to 1958. ■ '

Smart Student Aid for the 21 st Century
The Post’s Feb. 3 front-page news 

story “Fducation Aid at What Cost? 
Clinton’s $50 Billion Plan Has Skeptics 
Even on Campus" and its editorial of 
the same day ("The Student Aid Pro- 
iwsal”| suffer from an information 
gap—a gap between the comments of 
.some policy analysts and the real-world 
experiences of students and hinnlies.

Frankly, I was perplexed by the 
editorial's criticism ol the president s 
Hope Scholarship and a related tax 
deduction that "the main effect would 
be to reduce the cost for people 
already likely to atteiul" college. 
America’s middle-income and work­
ing families need help in meeting 
college costs. Students who live on 
campus face average annual costs of 
$9,649 at a four-year public universi­
ty and $20,.361 at a four-year private 
college. Millions of American families

have no choice but to borrow (heavily, 
in loo many cases) to pay such costs.

The news story noted a study that 
found the percentage of students 
from families with incomes of 
$22,000 to $67,000 who earn a bach­
elor’s degree has held steady at 
around 20 percent since 1980. Amer­
ica's economy will continue to pros­
per in this information age only if 
more of these middle-class students 
can afford to go to college. That's 
what the Hope Scholarship will do.

The Post’s reporters noted that "col­
lege enrollment in Georgia is surging 
as a result of the scholarship program 
that inspired the president’s Hope 
Scholarship, and that “the IGeorgia] 
program is attracting more lower-in­
come students to seek an education 
after high .school." We anticipate an 
enrollment boost from the national pro-

^ . _ . . ^ /I t 1I read Benjamin Forgey’s Cityscape prising; these qualities, a^d^d to an 
article “Reclaiming a Center of Jewish energetic spint have brought him de- 
Life” [Style, Feb I.) with great inter- served success.
est and enjoyment. The reopening of 
the D.C. Jewish Community Center in 
its original building after a 30-year 
absence is an exciting event, but my 
particular attention was focused on 
the recognition Mr. Forgey gave to 
the architect. B. Stanley Simmons, 
my grandfather.

Among Mr. Simmons’s living de­
scendants are one son, B. Stanley Jr.,
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1 veuThere is one correction to the arti­
cle; B. Stanley Simmons was not a 
New York architect; he was born in 
Charles County, Md., coming to 
Washington when he was 10 years 
old. He graduated from Boston Insti­
tute of Technology (now MIT) and 
returned to the District, where he 
lived and practiced architecture until

appreciate this opportunity to call at
lention to the rnan i^unatelv no longer stands, lie
Evening Star said on Dec. J 1902

“.An architect who has added to the j^jj^^Carlton) at 21st Street and Mas- 
beauty and growth of this city . . NW (1921), and
Mr. Simmons is capable and enter- Buildmg, the first high-rise

office building on Farragut Square 
(1929).

He also designed many distin­
guished larger apartment buildings, 
including the Embassy at Mount 
Pleasant and Argonne streets NW, 
the Belvedere at 13th Street and 
Massachusetts Avenue NW and the 
Wyoming on Columbia Road NW (also 
a registered landmark).

.After so many years have passed 
since our grandfather practiced his 
profession, it is inspiring to us, his 
family, to know that there are lasting 
memorials to his memory.

JANE SIMMONS JOHNSON 
Montgomery Village

gram as well. This makes the Hope 
Scholarship a strong component in the 
president's array of student-aid propos­
als—including larger Pell Grants, 
cheaper student loans and more work- 
study positions—that will enable more 
students to go to college.

The president’s student-aid pack­
age will go a long way toward easing 
the growth in student borrowing. 
Since the incepiion of the unsubsi­
dized federal student loan prografii i'n 
the 1992-93 school year, the number 
of loans issued annually has nearly 
doubled, and it now tops 7 milliOfi. 
The average student borrower gradu­
ates from college with $13,000'Gn 
debt—a burden that can leave an 
individual financially hamstrung.when 
he or she enters the work force. We 
need to lessen the reliance on loansr 

For most of the uidustrial age, .we 
used the tax code to encourage busi­
ness to invest in plant and equipment. 
For the information age, we should 
provide tax incentives that encourage 
our people to invest in themselveis by 
getting a college education. The Hope 
Scholarship and the tuitkm tax deduc­
tion—when teamed with the .presi­
dent’s other student-aid proposals— 
are smart tax [xrlicies for the 21st
century. ,-RICHARD W. RILEY

Secretary EducationWashin^pn
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political advertising 
:nt candidates and to 
IS to abolish all fonns 
itical contributions.” 
would cost us over a

billion dollars in lost revenue" in the peak year of 
each election cycle. “But,” he added, "it would 
also radically change the nature of our rotten 
political fund-raising system.”

Advocates of some campaign finance bills are 
considering a way to incorporate the “free time 
bank” into their proposals. Taylor will hold a 
conference on the subject in Washington next 
month. But he and Hundt both concede this is not 
a panacea.

Important policy and administrative issues 
would remain; Could independent groups buy 
time for “education” or “independent expendi­
ture” campaigns? Who would divvy up the “time 
bank” among the thousands of Democratic and 
Republican candidates in each election? If the 
national parties controlled the time, how would 
dissident or maverick Democrats and Republi­
cans fare? And how would minor parties be 
protected in the allocation of time?

These are all important questions. But this 
proposal offers a way to reduce the costs of 
campaigns drastically by eliminating or greatly 
slashing the expense of television advertising. It 
deserA’es to be part of the coming debate.

T17T

Robert./. Samuelson'

The
Hypocrisy
Scholarship

The federal government could improve ed­
ucation in an instant at almost no additional 
co.st. It need only retiuire students wanting 
federal college aid—already .$37 billion in 
loans and grants annually—to pass a test 
showing that they are ready for college. Even 
a modestly rigorous exam would cause stu­
dents to work harder. Those who passed 
would be better prepared. Those who didn’t 
would receive a clear mes.sage; Students must 
earn college aid through achievement. It’s not 
an automatic entitlement.

I have made this propo.sal before and know 
from expenence that its chances of being 
taken seriously are low. But I repeat it to 
underline the superficiality of President Clin­
ton’s "crusade” to elevate education. His plan 
is classic Clinton: It’s full of glorious goals 
(every student should read at eight, two years 
of college should be as common as high 
school); the details are confusing (there are 
partial subsidies for school construction and 
vague “standards” for public schools): and 
many proposals, if enacted, would worsen what 
Clinton promises to improve.

Let’s be clear. Public schools are mainly a 
local and state affair. Federal aid has never 
exceeded 10 percent of toUl spending and, at 
$18 billion in 1994, is recently about 7 per­
cent. Clinton’s plan would mostly add bureau­
cracy. The small amounts of new funds pro­
posed for public schools would impose new 
federal requirements. And it’s unclear how the 
“standards” suggested for reading and math in 
the fourth and eighth grades would improve 
schools, because low test scores would carry 
no penalty.

Wliere the federal government matters is 
higher education, because it provides so much 
student aid. Indeed, most of the new money in 
Clinton’s plan (two-thirds of the $70 billion 
cost lietween 1998 and 2002) would raise 
subsidies for college students in the form of 
new tax breaks (the “Hope Scholarship” tax 
credit and a $10,000 tuition tax deduction) or 
larger Pell grants. Clinton’s aim here is mostly 
political. It is to relieve the anxieties of middle- 
class families that they can’t afford college. 
Clinton justifies the new aid as offsetting 
higher tuition and prodding the added educa­
tion required by a high-tech economy.

Not so. If the tax breaks pa.ss, the benefits 
will be fleetmg becau.se—in the main—colleg­
es will offset them by rai.sing tuition. Even the 
American Council on Education, the trade 
group for colleges, lends credence to that. 
"College prices have continued to rise because 
the market has been able to bear the increas­
es,” it says in an analysis of tuitions. “Most 
institutions have been able to raise tuitions and 
still have full classrooms.”
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needs to communicate its message 
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political activism in conservative 
rdes, I can’t tell you how many 
ard this stated. It’s a soothing 
riaily after an election loss—that 
sad fact: At least in the case of 

e GOP doesn’t seem to care.
big advocate of interest-group 

1 have never seen an overt pro­
facting blacks into the Republican 
d suspect a perusal ol the Republi- 
Committee’s ledger Ixxiks would 

ending on minority outreach, 
nore than just money. RepubUcan 
didates rarely come to the black 
0 preach their message. During the 
race, I remember Robert Dole turn- 
request to speak to the NAACP, 
of “trickery” on the part of the 
ers. I have talked with some produc- 
. Entertainment Television, a major 
, who say it’s close to impos.sible to 
Scan politicians for their shows.
' does not help itself by touting an 
issage on issues such as affirmative 
cks don’t like quotas either—but 
Iheir rights protected. Republicans, 
al have vet to communicate what 
pen. in a' perfect GOP world sans 
action, to enforcement of other civil

not one that motivated a large number ot 
ptiople to vote for Bill Clinton.

It’s typical of older generations, estrecinlly 
ihase that came of age m the ’60s, to llunk 
abortion is the main isstue that drives pobtics for 
women. The gender gap in tiie last decuoii 
though, was so pronounced not becau^ ot 
abortion but because of Clinton’s mantra. Medi­
care Medicaid, education and the environment. 
Care of the elderly, the poor, children and the 
land resonates with all Amencans, and Gluhon 
got a large chunk of them to vote for lum. Tlie 
GOP was AWOL on message. Republicans had 
no sensible alternatives to the policies or lack 
thereof—that Clinton was pushing.

Abortion was mentioned less by Repubbcans 
than in any recent election in memory. When it 
was, the federal gag rule, RU-486. fetal tissue 
research and other issues that Roosevelt cited 
as reasons women are fleeing the GOP were 
not talked about. Partial-birth abortion, a pro- 
cc-dure that should not exist m a civilized 
society, was an issue, but not enough of one, 
and surprisingly Roosevelt doesn’t even bring 
it up in her piece.

The GOP .should live up to its words about 
minorities and women, and Roosevelt and a 
few others should not fixate so much on

aid so far is nothing new, but it is 
nswer to the same old excuses the 
i for years. It’s frustrating, as a 
lean, to see the party so unwilling 
ts heritage as the party of Lincoln, 
strating were the abortion-centric 
f Selwa Roosevelt’s piece. Though 
tion is one of the greatest moral 
! must face in our time, the issue is

The writer is a Washington journalist 
and former congressional aide.

Ih a human being here and not mere

It’s denunciation of tlie party’s 
1 may have hit upon wliat really 
rf the party’s gender gap. It is a 
ids its clearest expression in the 
;ue but that also permeates so 
Republican politics. Roosevelt 

lonservatism” or the “far right, 
hink she is getting at is the 
a sectarian or male chauvinistic 
pposed to one rooted in reason, 
all persons and natural law—on 
rty politics.
ibean Party must reexamine its 
aasis of the principles it claims as 
sniration—the right of all people.

lew UUICI3 aiivmivi --------- --abortion—an issue that should be muddl^ 
through politically, not dictated from on high by 
self-proclaimed holy men or party leaders.

I have some advice of my own. Both parties 
are locked into interest-group pobtics because 
uiterest groups rule Washington. What were 
seen by James Madison as interlocking allianc­
es for the good have infected the body pobtic.

My generation sees tlie short-sightedness 
and the deeply rooted problems this country 
faces. Entitlements, the national debt, regu­
lation and high taxes are the legacy of too-big 
government. This legacy will adversely affect 
our future and our famibes if some tough 
choices are not made.

Repubbcans must show some bravery on truly 
reducing government and its burden on the 
American people. I doubt the Democrats are 
wiUing or able to make such choices, so that 
leaves the Republicans. For me and others of my 
generation, if the Repubbcans don’t step up to 
the plate, this article wiU be “parting advice.

But the issue of gun ownership is only one 
manifestation of what women recoil from in the 
Repubbean Party. Others include the party’s 
perceived, knee-jerk rejection to anything^that 
smacks of government “redistribution” of 
wealth or of assistance to the needy, and the 
suspicion that there is a crotchety or even 
greedy misanthropy at the heart of govern­
ment downsizing rather than the principles of 
freedom and self-reliance.

Last, there is the understandable resent­
ment of rebgious zealotry in politics, and of the 
tendency of rebgious groups, especiaUy ftinda- 
mentabst ones, to impose their particular, 
sometimes chauvinistic doctrines on our plural­
istic society.

Not until Repubbcans, in bght of their august

So they have. Between 1980 and 1995, the 
consumer pace index rose 85 percent, hi the 
same period, tuitions for public colleges rose 
'^18 percent at two-vear schools and 254 per 
cent at four-year colleges. At private colleges, 
the increases were 192 percent for two-year 
schools and 238 percent for four-year schools. 
Meanwhile, the proportion of high school grad 
nates going to college rose from 50 percent in 
1980 lo 62 percent in 1995. Over the same 
period, the amount of annual federal aid ui- 
creased from $25 bilbon to $37 bilbon in 
inflation-adjusted dollars.

Nor are more college graduates needed to 
fill today’s jobs or tomorrow's. Indeed, many 
college students now are ill-prepared and 
leave In 1995, 29 percent of freshmen took 
s-ime remedial course; 41 percent at public 
two-year colleges; 26 percent at private two- 
vear' colleges; 22 percent at four-year pubbe 
colleges; and 13 percent at pnvate four-year 
colleges. After five years, only 37 percent ot 
new students at two-year colleges have a 
degree. At four-year colleges, that’s 54 per­
cent.

The latest evidence that college graduates 
aren’t in short supply comes in a book, “Teach­
ing the New Basic SkUls” by economists Frank 
Levy of the Massachusetts Institute of Tech­
nology and Richard Mumane of Harvard. It’s 
true, they write, that the wages of coUege 
graduates rose relative to those of high school 
graduates in the 1980s. Superficially, this 
suggests a scarcity of people with college-level 
skiUs. The reason this is not true, they argue, 
is that some coUege graduates are hired for 
jobs requiring only ninth-grade math and read- 
ing skills.

“Doing math at a ninth-grade level means 
the abibty to manipulate fractions and decimals 
and to interpret fine graphs and bar ^aphs,’’ 
they write. “It requires only a bare minimum of 
algebra.” But companies no longer automati­
cally trust a high school diploma to signify “tins 
level of mathematical skill” because “m^any 
recent high school graduates don’t have it.”

This means that the central educational task 
today is to do better with present high school 
students and coUege students (many of whom 
flunk out). Sending more people to coUege 
won’t accomplish that, just the opposite: Mak­
ing it easier to go to coUege wUl erode 
students’ reason to do weU in high school; and 
once in coUege, dropout rates wiU rise. “They 
Istudentsl end up with a debt (from student 
loans], a bad credit ratmg and no degree,” says 
Lawrence Gladieux, head of analysis for the 
CoUege Board. “It’s not responsible pubUc 
poUcy.” What would be responsible is a qualify­
ing test for federal coUege aid.

If students work harder, they wiU do better. 
The most reUable authorities on this—stu­
dents themselves—say that. In a new survey 
of high school students by the PubUc Agenda 
Foundation, two-thirds say they could work 

. harder and would do better. “You can just gUde 
through,” one said. “They practicaUy hand you 
a diploma.” A test—embodying what we ought 
to expect from a high school graduate—would 
check this complacency. It wouldn’t touch the 
best students (who already work hard) or the 
worst. It wouldn’t directly affect element^' 
schools. But it would motivate most high 
school students who aspire to coUege; about 
half of full-time coUege students get federal

The infatuation with educational "standards” 
is deceptive. Standards matter only if they 
have consequences for students, teachers and 
erhru^k nthprwise .standards are lofty goals



ides, 1 can’t tell you how many 
ard diis stated. It’s a soothing 
dally after an election loss—that 
sad fact: At least in the case of 

: GOP doesn’t seem to care, 
big advocate of interest-group 

I have never seen an overt pro­
acting blacks into the Republican 
i suspect a perusal of the Republi- 
Committee’s ledger books would 
Hiding on minority outreach, 
ore than just money. Republican 
idates rarely come to the black 
I preach their message. During the 
ace. I remember Robert Dole turn- 
request to speak to the NAACP, 
of “trickery” on the part of the 
rs. I have t^ed with some produc- 
Entertainment Television, a major 
who say it’s close to impossible to 
can politicians for their shows, 
does not help itself by touting an 

ssage on issues such as afhrmative 
ks don’t like quotas either—but 
[letr rights protected. Republicans, 
I, have yet to conmiunicate what 

'en. in a perfect GOP world sans 
iction, to enforcement of other civil

: said so far is nothing new, but it is 
answer to tlie same old excuses the 
ad for years. It’s frustrating, as a 
tilican, to see the party so unwilling 
I its heritage as the party of Lincoln, 
ustrating were the abortion-centric 
of Selwa Roosevelt’s piece. Tliotigh 
irtion is one of the greatest moral 
le must face in our time, the issue is

I a human being here and not mere

evelt’s denunciation of tlte party’s 
ition may have hit upon what really 
irt of the party’s gender gap. It is a 
t finds its clearest expression in the 
1 issue but that also permeates so 
of RepubHcan politics. Roosevelt 

Je conservatism” or tlie “far right,” 
1 think she is getting at is the 
of a sectarian or male chauvinistic 
5 opposed to one rooted in reason, 
of all persons and natural law—on 

I Party politics.
publican Party must reexamine its 
he basis of the principles it claims as 
g inspiration—the ri^t of all people, 
reason and certain core “permanent 
) live and flourish in society—and 
: necessary adjustments. This of 
ans revisiting the contentious anti- 
ol stand, which survives despite its 
acy only because of the arm-twisting 
i powe^, if declining, gun lobby.

no seiibiuie aueiiiiiuvcb lu uic lAmvicb—ui
thereof—that Clinton was pushing.

Abortion was mentioned less by Republicans 
than in ;my recent election in memory. When it 
was. tlie federal gag rule, RU-486, fetal tissue 
research and other issues that Roosevelt cited 
as reasons women are fleeing the GOP were 
not talked about. Partial-birth abortion, a pro­
cedure tliat should not exist in a civilized 
society, was an issue, but not enough of one, 
and surprisingly Roosevelt doesn’t even bring 
it up in her piece.

The GOP should live up to its words about 
minorities and women, and Roosevelt and a 
few others should not fixate so much on 
abortion—an issue that should be muddled 
through politically, not dictated from on high by 
self-proclaimed holy men or party leaders.

1 have some advice of my own. Both parties 
are locked into interest-group politics because 
interest groups rule Washington. What were 
seen by James Madison as interlocking allianc­
es for the good have infected tlie body pohtic.

My generation sees the short-sightedness 
and the deeply rooted problems this country 
faces. Entitlements, the national debt, regu­
lation and high taxes are the legacy of too-big 
government. This legacy will adversely affect 
our future and oiu families if some tough 
choices are not made.

Republicans must show some bravery on truly 
reducing government and its burden on tlie 
American people. I doubt the Democrats are 
willing or able to make such choices, so that 
leaves the Republicans. For me and others of my 
generation, if the Republicans don’t step up to 
the plate, this article will be “parting advice.”

The writer is a Washington journalist 
and former congressional aide.

But the issue of gun ownership is only one 
manifestation of what women recoil from in the 
Republican Party. Others include the party’s 
perceived, knee-jerk rejection to anything that 
smacks of government “redistribution” of 
wealth or of assistance to the needy, and the 
suspicion that there is a crotchety or even 
greedy misanthropy at the heart of govern­
ment downsizing rather than the principles of 
freedom and self-reliance.

Last, there is the understandable resent­
ment of religious zealotry in politics, and of the 
tendency of religious groups, especially funda­
mentalist ones, to impose their particular, 
sometimes chauvinistic doctrines on our plural­
istic society.

Not until Republicans, in light of their august 
origins, sincerely reconsider what it means to 
espouse a “principled” approach to politics will 
the party shake the image of being a bit too 
socially Darwinistic, miserly or misogynistic to 
close tlie gender gap that now beleaguers it.

G. M. Corrigan is a Virginia writer.

leave. In 199,5, 29 percent of freslimen took 
some remedial course: 41 percent at public- 
two-year colleges: 26 percent at private two- 
year colleges; 22 percent at four-year public 
colleges; and 13 percent at private four-year 
colleges. After five years, only 37 percent of 
new students at two-year colleges have a 
degree. At four-year colleges, that’s 54 per­
cent.

The latest evidence that college graduate.s 
aren’t in short supply comes in a book, "Teach­
ing the New Basic Skills" by economists Frank 
Levy of the Massachusetts Institute of Tech­
nology and Richard Mumane of Harvard. It’s 
true, they write, that the wages of college 
graduates rose relative to those of high school 
graduates in the 1980s. Superficially, this 
suggests a scarcity of people with college-level 
skills. The reason this is not true, they argue, 
is that some college graduates are liired for 
jobs requiring only ninth-grade math and read­
ing skills.

“Doing math at a ninth-grade level means 
the ability to manipulate fractions and decimals 
and to interpret line graphs and bar ^aphs,” 
they write. “It requires oiily a bare minimum of 
algebra.” But companies no longer automati­
cally trust a high school diploma to signify “this 
level of mathematical skill" because “many 
recent high school graduates don’t have it.” 

This means that the central educational task 
today is to do better with present high school 
students and college students (many of whom 
flunk out). Sending more people to college 
won’t accomplish that, just the opposite; Mak­
ing it easier to go to college will erode 
students’ reason to do well in high .school; and 
once in college, dropout rates will rise. “They 
[students] end up with a debt [from student 
loans], a bad credit rating and no degree,” says 
Lawrence Gladieux, head of analysis for the 
College Board. “It’s not responsible public 
policy.” What would be responsible is a qualify­
ing test for federal college aid.

If students work harder, they will do better. 
The most reliable authorities on this—stu­
dents themselves—say that. In a new survey 
of liigh school students by the Pubhc Agenda 
Foundation, two-thirds say they could work 
harder and would do better. “You can just glide 
through,” one said. “They practically hand you 
a diploma.” A test—embodying what we ought 
to expect from a high school graduate—would 
check this complacency. It wouldn't touch the 
best students (who already work hard) or the 
worst. It wouldn’t directly affect elementary 
schools. But it would motivate most high 
school students who aspire to college; about 
half of full-time college students get federal 
aid.

The infatuation with educational “standard.s" 
IS deceptive. Standards matter only if they 
have consequences for students, teachers and 
schools. (Otherwise, standards are lofty goals 
that can be missed or ignored with impunity. 
Bill Clinton is all for "standards,’’ and he 
criticizes “social promotion" in public schools. 
But he pointedly declines to imixise an effec­
tive standard or end social promotion at the 
one place—the door to college—where he 
might. Studcnt.s will intuitively .gra^p the hy­
pocrisy. Will anyone else?
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deliver this document to the intended recipient, is strictly prohibited. If you have received this 
commumcation in error, please notify the scndoi immediately by telephone, and you will be provided 
further instructions about die return or destruaion of this document. Thank you.

UNCLASSIFIED



02/06/97 15:17 0202 6229260 TAX POLICY ®002

HOPE SCHOLARSHIP TUITION TAX CREDIT AND EDUCATION 
AND JOB TRAINING TAX DEDUCTION

(Current liaw

Taxpayers generally may not deduct the expenses of higher education and training.' 
There arc, however, special cucuiusLauees in which deductions for higher education expenses 
are allowed, or in which the payment of higher education expenses by others is excluded from 
income.

Higher education expenses may be deductible, but only if the taxpayer itemizes 
deductions, and only to the extent that the' expenses, along with other miscellaneous itemized 
deductions, exceed two percent of adjusted gross income (AGI). A deduction for educational 
purposes is allowed only if the education mamtains or improves a skill required in the 
individual's employment or other trade or business, or is required by the individual's 
employer, or by law or regulation for the individual to retain his or her current job.

The interest from qualified U S. savings bonds is excluded from a taxpayer's gross 
income to the extent the proceeds of the bonds are used to pay qualified educational expenses. 
To be qualified, the savings bonds noust be purchased after December 31, 1989, by a person 
who has attained the age of 24. The interest exclusion is phased out for taxpayers with AGI 
over certain amounts. For 1996, the exclusion was phased out for taxpayers with modified 
AGI between $49,450 and $64,450 ($74,200 and $104,2(X) for joint returns). Qualified 
educational expenses consist of tuition and fees for enrollment of the taxpayer, the taxpayer’s 
spouse, or the taxpayer's dependent at a public or non-profit institution of higher educatiun, 
including two-year colleges and vocational schools.

RAaiCftnift fnr Ghango

Well-educated workers arc essential to an ecououi>' c.)i.periencing technological change 
and facing global comqxjtition. The Administration believes that reducing the after-lax cost of 
education for individuals and families through tax credits and deductions will encourage 
investment in education and training while lowering tax burdens for middle-income taxpayers.

Hie expeuses of higher cducaiion place a significant burden on many middle-class 
families. Grants and subsidized loans are available to students from low- and moderate- 
income families; high-income families can afford the cost of higher education. The 
combination of Federal grants and a tax credit reduces the after-tax cost of higher education, 
creating a Federal guarantee of a specified amount of assistance for higher education expenses 
by reducing die afiei-iax cost uf higher educaiiun. This guarantee will help make 14 years of 
education the norm in America.

-3-
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Proposal
As described in detail below, taxpayers would be able to claim a non-refundable tax 

credit or a tax deduction for qualifiai higher education eiqpenses incurred for themselves, their 
spouses or their dependents during their first two years of postsecondary education in a degree 
or certificate program. If the requirements for both the credit and the deduction were met with 
respect to a particular student's expenses, the taxpayer would be free to choose either the 
credit or the deduction for those expenses. The deduction, but not the credit, would be 
available for qualified higher education expenses incurred after the first two years of 
postsecondiiiy education or at any time for courses that enable the taxpayer, the taxpayer's 
spouse or dependent to acquire or improve job skills,

HQPP- Scholarship Tiiitinn nredit

A taxpayer would be allowed a non-refundable credit against Tcdcral income tax for 
qualified higher education expenses paid during the taxable year for the education of the 
taxpayer, the taxpayer's spouse, or die taxpayer's dependents. The credit would be available 
with respect to an individual student for two taxable yeiirs, provided the student has not 
completed the first two years of postsecondary education.

A credit for qualified higher education eiq>enses would be available in the taxable year 
the ejqjenses are paid, subject to the requirement that the education commence or continue 
during that year or during the first three months of the, next year, and provided the student is 
enrolled during the year (or in the first three months of the next year) at least half-time in a 
degree or certificate program. Qualified higher education expenses paid with the proceeds of a 
loan generally would.be eligible for the credit (rather than repayment of the loan itself). The 
credit would be recaptured where a student or the taxpayer received a refund (or
reimbursement through insurance) of tuition and fees for which a credit had been claimed in a
prior year.

With respect to an individual student, a taxpayer is limited to a tuition tax credit of the 
lesser of the taxpayer's qualified higher education expenses and the maximum credit amount. 
The maximum credit for a taxable year would be $1500, reduced by any Federal educational 
grants, such as Pell Grants, award^ for that year (or for education beginning in the first three 

months of the next year, if credits are claimed based on payments for that education). 
Beginning in 1998, the maximum credit amount would be indexed for inflation, rounded down 
to the closest multiple of $50.

The maximum credit amount would be phased out ratably for taxpayers with modified 
AGI between $50,000 and $70,000 ($80,000 and $100,000 for joint returns). Modified AGI 
would include taxable Social Security benefits and amounts otherwise excluded with respect to 
income earned abroad (or income from Puerto Rico or U.S. possessions), and would be

-4-
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determined before the deduction for education expenses contained ia this proposal. Beginning 
in 2001, the income phase-out ranges would be indexed for inflation, rounded down to the 
closest multiple of $5000.*

Qualified higher education expenses would be defloed as luiiiuu and fees charged by an 
institution of higher education that are directly related to an eligible student’s course of study 
(e.g., registration fees, laboratory fees, and extra charges for particular courses). Charges and 
expenses associated with meals, lodging, student activities, athletics, health care, 
transportation, books and similar personal, living or family expenses would not be included. 
The expenses of education involving sports, games or hobbies would no: be qualified higher 
education expenses unless this education is required as part of a degree program.

Qualified higher education expenses generally would include only out-of-pocket tuition 
and fees. Qualified higher education expenses would not include expenses covered by 
educational assistance that is not required to be included in the gross income of either the 
smdent or the taxpayer claiming the credit. Thus, total tuition and required fees would be 
reduced by scholarship or fellowship grants excludable from gross income under section 117 
of the Internal Revenue Code (scholarships and fellowships that pay for tuition, required fees, 
books and equipment) and any educational assistance received as veterans' benefits. However, 
assistance with expenses other than tuition, required fees and books, such as expenses 
associated with meals, lodging, student activities, athletics, health care and transportation, 
could be received without a reduction of creditable higher education expenses. In addition, 
qualified higher education expenses would be reduced by the interest from qualified U.S. 
savings bonds that is excluded from a taxpayer's gross income for the taxable year. However, 
no reduction would be required for a gift, bequest, devise, or ioheritance within the meaning 
of section 102(a).

An eligible student would be one who is enrolled or accepted for enrollment dm ing the 
taxable year in a degree, certificate, or other program (including a program of study abroad 
approved for credit by the instimiion at which such student is enrolled) leading to a recognized
educational credential at an eligible institution. The student must pwrstie a course of study on 
at least a half-time basis. In addition, for a student's qualified higher education expenses to be 
eligible fur ihe credit, Uie snideiu must jioi liave beeu cuuviaed of a Federal or state felony 
consisting of the possession or distribution of certain drugs, and generally cannot be a 
nonresident alien. Furthermore, a taxpayer would not be entitled to a credit for a student in a 
second taxable year unless the student obtained a qualifying grade point average for all 
previous postsecondaiy education. Generally, this would be an average of at least 2.75 on a 4- 
polnt scale, or a substantially similar measure of achievement. This provision would allow 
institutions that do not use a 4-point grading scale to retain their own system while still

* This description of the proposal reflects a modification of the indexing date contained in the 0MB analytical 
materials relating to this proposal.
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- .fri-, •UNITED STATES DEPARTMEPTr OF EDUCATION 

OFFICE OF THE SECREEARY 
February 5, 1997

^emoranduiti

To: Geae Sperling
Ken Apfel

From; Prank Holleman 

Re: Hope _ ________ ___ ______

families tith incomes above $67,881 had dramatically improved their 
rate of obtaining a college degree since 1980, whereas students 
from families with incomes below $22,033 had held steady at about
a 10% rate.

What the chart omitted was a statement made in the text/ also basest ■ b ««=aroh = ” [T1 he perc^ta^ of ool^e-te^
youngsters from families with incomes of $22,000 
held steady at around 20 percent." These families (particularly those from^$30,000 to $67,000) benefit directly from the 
credit and the $10,000 deduction. Based on Mortenson s research, 
Sey obviously need help to ensure that their children stay in 
college and obtain a degree.

Attached is the issue of Mortenson's Research Letter that 
contains the census-based research on which the Past cl^rt ws 
based. The chart on the first page shows the college attainment 
rate for those between $22,033 and $67,881 - who were ot^tted 
the Pest-s chart. We have not duplicate his research, but the 
Post largely based the thrust of its article on his findings.

Susan Frost picked up on the statement in the g^. followed 
up with Mortenson, and obtained from him a copy of his letter.

Attachment
cc: Mike smith

David Longanecker 
Susan Frost

eOOlNDEFeNttENCeAVE.. aw. WASHINCKW. nc. 2Ga(n
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Clinton Focusing Raises 

On Reform, Student Aid
President Clinton yesterday previewed an edu­
cation budget for next year with sheurp in­
creases for student aid and his favorite K-12 
programs: Goals 2000, charter schools and 
technology.

Although Clinton’s fiscal 1998 budget won’t be 
released imtil next week, details he rolled out 
yesterday show some significant chsmges from 
the student aid proposals he has been touting 
since the campaign.

The biggest surprise is Clin­
ton’s proposal to raise the 
maximum Pell Grant from 
$2,700 to $3,000, which he 

touted as “the largest increase in the maximum 
grant in 20 years,” dining a White House news 
conference. Congress raised the maximum 
$230 this year.

Clinton also wants to expand eligibility to an 
expected 348,000 students, mostly those 24 or 
older who are financially independent.

The president has backed raising the maxi­
mum grsmt to $3,128 by 2002 and increasing 
the number of students served. His more re­
cent proposals for tax breaiks have been criti­
cized as overlooking the neediest students.

10 Percent Raise
Together, the Pell changes alone would account 
for $1.7 billion of Clinton’s plan to raise Educa­
tion Department appropriations by $2.7 billion. 
That would bring ED’s total, excluding man­
datory spending for programs such as student 
loans, to $29 bilhon.

'The raises for K-12 would go to a handful of 
Clinton’s favorite projects. School technology

(more on p. 2)
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Justice: Decency Law 

Protects Web For Schools
The Clinton administration is defending a fed­
eral law that limits indecent material on the 
Internet as vital to ensuring that schools can 
use the technology.

In a brief filed with the U.S. Supreme Court 
last week, the Justice Department says stu­
dents and parents have a First Amendment 
right to “receive information and acquire knowl­
edge.” In that aim, Justice says, the Internet 
is £m “unparalleled educational resource.”

“Unless steps are taken to restrict the avail­
ability of [sexually explicit] material to chil­
dren, parents and schools may be deterred 
from permitting children to use interactive 
computer services,” the brief says. “The result 
will be to exclude those children from an equal 
opportunity to participate in the promise of our 
new technological age.”

'The 1996 Commimications Decency Act holds 
“content providers” criminally liable for expos­
ing children to “patently offensive” material via 
computer. People who knowingly expose chil­
dren to offensive material could be fined up to 
$100,000 and sentenced to two years in prison 
(ED, Dec. 13, 1995). (more on p. 3)
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Clinton Focusing Raises On Reform, Student Aid (Cont.)
would receive $500 million, up from $257 mil­
lion this year. Groals 2000 would get a 26 per­
cent raise, to $620 million, and charter schools 
funding would nearly double, to $100 milhon.

That’s enough fund start-up costs for 1,200 
new charter schools, said domestic policy ad­
viser Mike Cohen. Clinton wants to have 3,000 
charter schools by the year 2000.

“It really shows an outstanding advocacy for 
education initiatives,” said Edward Kealy, ex­
ecutive director of the Committee for Educa­
tion Fimding.

Clinton made no mention of increases for spe­
cial education, conspicuous by its absence be­
cause Senate Republicans have proposed a 
$1 billion increase for next fiscal year (ED,
Jan. 23). ED and other soxirces predict Clinton 
will propose a modest increase.

The president’s budget also may include some 
familiar targets for cuts.

The Doors To College’ 
loney for the Pell Grant raise would come 

from reshaping the $1,500 tuition tax credit 
"that Clinton has been touting for a year.

The “Hope Scholarship” tax credit would be 
, nonrefundable, meaning it could only decrease 
students’ tax debt, not be paid to them.

“A lot of folks told us it wasn’t the best way to 
help students,” David Longanecker, ED’s assis­
tant secretary for postsecondary education, 
said in an interview, explaining the move from 
the full tax credit to a major Pell raise.

But Republicans still aren’t missing the oppor­
tunity to point out how the tax credit would 
help middle-income families.

“One message you can go away with is $300 for 
the neediest students and $1,500 for the mid­
dle class. How do you reconcile that?” asked 
Pam Devitt, education policy director for the 
Senate’s education committee.

A comprehensive Republican education bill 
would create tax-free savings accounts and of­
fer a host of other student aid tax savings (ED, 
Jan. 23).

Clinton also reiterated his support for a 
$10,000 tax deduction for higher education.

Student Loans
The president also said he wants to reduce 
student loan origination fees. Currently 
4 percent, uxtj ue cut in half for low-
income students and to 3 percent on unsub­
sidized loans, for which the federal government 
does not cover the interest while students are 
in school.

Clinton said the move would save families 
$2.6 billion over five years. Although 
$1.7 billion of that would come from ED ad­
ministration cuts, student loan guarantors 
would lose $900,000 from their reserve funds. '7^

“This puts more money in pockets of students,” 
said Terry Hartle, director of government rela­
tions for the American Councfi on Education.
But he also noted that it would take $9 billion 
to restore the balance between loans and 
grants that existed before an explosion in stu­
dent borrowing after 1992.

Clinton’s other proposals include:

• Special Individual Retirement Accoimts 
that would enable most parents “to save for 
college tuition without ever paying a penny 
in taxes;”

• Increasing funding for Work-Study
$46 million next year, boosting the number 
of positions from 700,000 to 1 million, with 
100,000 of those to participate as tutors for 
his children’s literacy campaign (ED, Aug.
28,1996); and

• Make tax-free the amount of student loans 
that are forgiven for borrowers who serve 
as teachers and rural doctors.

—Laureen Lazarovici, Rebecca Weiner
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Justice: Decency Law Protects Web For Schools (Cont. from p. i)
Justice’s brief does not address the concern of 
some educators emd groups such eis the Amer­
ican Library Association (ALA) that they could 
be held hable if a student working on one of 
their computers wanders into an inappropriate 
Internet site (ED, Dec. 11,1996).

No school groups have joined the ALA in op­
posing the law, which is part of the sweeping 
1996 Telecommunications Act.

The decency provision is on hold pending the 
appeal.

The High Court will review the law March 19 
in Reno v. American Civil Liberties Union (96- 
511). A decision is expected by July.

The U.S. District Court for the Eastern District 
of Pennsylvania has declared the law imconsti- 
tutionally vague and said it violates the First 
Amendment (ED, Jime 13,1996).

But Justice has turned around the free speech 
argument of the law’s opponents, saying the 
government has a “compelling interest in pro­
tecting the First Amendment interests of all 
Americans” to use the Internet without fear of 
exposing children to indecent words and 
pictures.

Defending The Neighborhood 
Justice likened the government’s motives in 
the Internet case to defending zoning laws that 
prohibit adult movie theaters in residential 
neighborhoods.

'The administration also contends that software 
to screen sexually exphcit material is not used 
widely and is “only partially effective.”

Experts say a school’s best protection against 
Internet controversy is a strong, clear policy 
defining students’ acceptable use and setting 
penalties for unacceptable behavior (ED,
April 11, 1996). —^Dave Boyer

Court Upholds Prayer For ‘Solemn’ College Ceremony
A federal appeals court has approved prayer 
that “solemnizes” a state university’s grad­
uation ceremony, saying it runs no risk of vio­
lating church-state separation mandates.

The U.S. Seventh Circuit Court of Appeals 
agreed with a lower court that the age of stu­
dents in the audience is important in judging 
whether such prayer promotes rehgion.

The appeals court rejected the claim of a law 
school professor and three students that Indi­
ana Universities traditional commencement 
prayer violates the First Amendment’s prohibi­
tion against government establishing a rehgion 
(ED, Aug. 2,1996).

The three-judge panel ruled unanimously in 
Tanford v. Brand (96-3053) that a brief invo­
cation and benediction “serve legitimate secu­
lar purposes of solemnizing public occasions.”

As did the lower coxul, the appeals panel drew 
a distinction between prayer at the college cer­
emony in Tanford and a U.S. Supreme Court 
ruling in 1992 that barred school prayer at a 
high school ceremony.

In Lee v. Weisman (505 U.S. 577), the Court 
struck down prayer at a Rhode Island high 
school because of the danger of “subtle coercive 
pressure” in elementary and secondary schools 
(ED Supplement, Aug. 6, 1992).

But the Seventh Circuit judges said there is no 
coercion at a state university ceremony.

“Many students chose not to attend,” the court 
said. “The mature stadium attendees were vol­
untarily present and free to ignore the cleric’s 
remarks.”

Nonsectarian Benediction 
University officials told the cleric—in this case, 
a Cathohc priest—to deliver an “uphfting, gen­
eral message” at commencement. The actual 
prayer asked for strength “of mind, of heart, of 
spirit... in the name of our common God.”

The university has used a nonsectarian invoca­
tion and benediction at commencement since 
1840. Each year, the school chooses a different 
cleric to pray. —Dave Boyer
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District Teaching Parents School-To-Work Benefits
TAMPA, Fla. — Gus Paras says he’d rather not 
count the students in the school-to-work pro­
gram he manages for the Hillsborough County, 
Fla., School District.

Such numbers reinforce parents’ fears that the 
program will track their students into jobs 
rather than college, he says. Paras said he 
hopes even the school-to-work name will fade 
away as a result of the program being success­
fully integrated into the education system for 
all students.

In the meantime, with Florida’s school-to-work 
partnerships expected to serve more than 
300,000 students and adults this academic 
year, he continues working to overcome par­
ents’ fears that the program will turn their 
children away from college.

The district so far has emphasized getting bus­
inesses and teachers up to speed on the pro­
gram, which is being piloted in four of Hillsbor­
ough’s 15 high schools this school year. Now 
it’s time to educate the parents and ease their 
concerns. Paras said in a recent interview.

Earning Scholarships 
A local business and community colleges are 
chipping in to ensure students will continue 
their education.

The customer service industry is rapidly grow­
ing in the county, and a firm in that field is 
spearheading a scholarship program for its stu­
dent workers through school-to-work.

Teletech Corp., an 800-employee customer ser­
vice company whose clients include American 
Express, will withhold 25 cents per hour from 
students’ pay and match it. The district, in 
turn, matches that 50 cents.

Several local community colleges have agreed 
to match that pot dollar-for-dollar for students 
who attend their schools. And the district is 
looking to build on the scholarships. Paras 
said.

Each Child’s Needs
Still, straight talk is the best way to win over 
parents, Paras said.

He recalled a meeting with parents whose chil­
dren attended a college prep-like high school, 
when the district was planning its school-to-

work program. One parent said the program 
would be useless to his daughter, because she 
was going to be a surgeon.

To explain the benefits. Paras noted that 
school-to-work would give the girl a cheince to 
talk with surgeons, find out what they do, the 
training they need and schools they attended.

Hillsborough doesn’t want critics of school-to- 
work—which include the conservative Eagle 
Forum—to muster grassroots support against 
the program, like they have in towns such as 
Oakville, Mo., and Feiirfax, Va.

To learn more about what parents want from 
the program. Paras said, the district will use a 
consultant it initially hired to hold focus 
groups with businesses. One idea the business 
focus group pitched was to have a count3wide 
career fair, similar to a college fair, where busi­
nesses and parents could discuss how school- 
to-work could prepare students for careers.

For more information, contact Gus Paras, 
School-To-Work Project Manager, Hillsborough 
County School District, Leary Technical Center, 
5410 N. 20th St., Tampa, Fla. 33610-8299, 
(813)231-1958. —^Matthew Dembicki

Foundation Gives $11 Million 

For Education Research
A Chicago-based foundation has given 
$11.25 million to fimd graduate-level research 
into methods of improving education.

'The Spencer Foimdation yesterday announced 
that it has divided the money to finance the ca­
reers of more “outstanding researchers” at nine 
schools of education: the University of Califor­
nia’s Berkeley and Los Angeles campuses, the 
Teachers College at Columbia University, Har­
vard University, the University of Michigan, 
Michigan State University, the University of 
Pennsylvania, Stanford University, and the 
University of Wisconsin.

'The grants will fund fellowships allowing stu­
dents to pursue their doctoral degrees with less 
need to work. The Spencer Foimdation sup­
ports research into how education can be better 
understood and improved. —^William J. Cahir

(
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EXAMPLES SHOWING BENEFITS FROM PRESIDENT S EDTCAllUN PACKAGE

Example I, Joe Anderson, an independent student ------------------- ""
Joe Andersfm is n college freshman in. the fall of 1998. He aupporta himself, but doesn’t have a 
wife or children. In 1998 he has earned approximately $10,000. In July 1998 Joe enrolls in 
college aud is charged $3,025 in tuition and required fees for the fall semester. In December he 
is charged $3,025 in tuition and fees for tlie spring semester. Under the President’s propn.sa.ls, 
Joe is entitled to a Pell grant of $3,000 that he uses to pay part of his tuition. He pays the 
remaimng $3,050 with a combination of savings and loans. Under the President’s proposals, he 
is entitled to a tuition deduction for his $3,050 payment. The deduction reduces Joe’s tax bill by 
$458, which is more than his total tax liability tor the year. Thus, Joe gets a total benefit of 
$3,458.

Without thfe Prgsidpnt*!B P[*Dpnsalj: 
Tuition cost: $6,050 
Pell grant; $0
Tax liability: $458 (le.s.<i S3 EITC)

Witli the Pr6sid6Dt*s Propoy^il.^
Tuition cost; $0,050 
Pell graju; S3.000
Ta.\ liabilily: $0 (plus $3 EITC refund)

Example 2, the Baileys, a married couple with one child in college
Tom and Susan Bailey are a raturied couple with one child, Mary. Tom and Susan earn 
approximately $30,000 in 1998. They claim Mary as a dependent because they provide more 
tlian half of her support. Mary attends college for two .semesters in 1998 and is charged $6,850 
in tuition and required fee.s at the beginning of the year. Under die President’s propoaala, Mary 
receives a Pell grant .for $1,850. Her parents pay $ 1,000 of her tuition. She pays the rest of the 
tuition bill with a coiubiiiation of savings and loans. Under the President’s proposals, Tom and 
Susan arc entitled to a tuition deduction for the $5,000 their feinily has paid in tuition and 
required fees. Tlie deduction reduces the Baileys’ tax bill by $750. Thus, the Baileys get a 
total benefit of $1,U50.

Tuition cost $6,850 
Pell grant; $1,550 
Tax liabUity: $2,194

WITH the Prosiront’s PfoposQK
Tuition cost; $6,850 
Pdl grant: $KH50 
Tax liabUity: $1,444

Example 3, the Thompsons, a married couple with one child in college
Larry and Jill Thompson are a married couple with two children. Larry arid Jill earn 
approximately $60,000 in 1998. They claim both children as dependents because they provide 
more tlian half of their support. Bobby, the Thompsons’ older child, enrolls as a fiieshman in a 
junior college in the full of 1998 and is charged $1,500 in tuition, and icquired fees. Bobby’s 
parents pay hi.s tuition. Under tlie President’s proposals, the Thompsons are entitled to a HOPE 
Scholarship tuition credit of $1,500. The credit reduces theii tax liability by $1,500. Tims, the 
Thompsons get a total benefit of $1,500.

Witlinnl Ihw Prw,:ideni’s PrQnoi;illi; 
Tuition cost: $1,500 
Pell uram; $0 
Tax liability: $5,760

With
Tuition Gosl: $1,500 
Pell g'-nnt; .$[)
Tax liability: ,$4,260
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Esample 4, Greens, a married couple with two children in college 
Paul and Debbie Green are a inairied couple witli two children, David and Barbara Paul and 
Debbie have income of approximately $90,000 in 1998 (including income from an IRA 
withdrawal, described below). They claim David and Baibaia as dependents because they 
provide more than half of their support. In 1998, David is enrolled in college for the second 
semester ot his junior year and the first semester of his senior year. Barbara is enrolled in the 
second seiiie.ster of her freshman year and the first semester of her sophomore year. At the 
begimung of 1998, Barbara has a B+ grade point average. David's bill for tuition and required 
fees IS $5,000, ond Barbai-a’s is $3,500. Paul and Debbie pay their children’s tuition and required 
fees with a combination of savings, including $2,000 they withdraw from Their IRAs. and loans 
Under the President’s proposals, tliey avoid any penalty for early wididrawal from their IRAs 
and they are entitled to a credit of .$7Sf) for Barbara’s tuition and a deduction of $2,500 for 
David s tuition. (Because they are in the phase-out range, the maximum credit and deduction arc 
lower.) The credit and the dcduoiiun reduce tlieir tax liability by $i,45U. Thus, the Greens fret 
a total benefit of $1,650. ®

WitllOUt the P]~rsjdcnt*j! Pffipotal; 
Tuition cost: $8,500
Tell grant; $0
Tax liability: $12,128
Penally tor early withdrawal; $200.

With thfl
Tuition cost; $8,500 
Pdl grant: .$0 
Tax liability: $10,678
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The Honorable Bill Archer 
Chairman
Committee on Maya and Means 
U.S, House of Representatives 
Washington, D.C. 20515

Dear Chairman Archer:

Thank you for your letter concerning/the Administration's 
proposals for a HOPE Scholarship credit and a tuition
deductis&>. As you know, the President announced this week that 

'we~'would be including these proposals in the Administration's 

budget for Fiscal Year ________ -------------------- ------------

In your letter, you raised four questions about specific aspects 
of these proposals. Me enclose an attachment providing answers.
W© will fiiire to provide you with the full details of these 
proposal^as soon as they are ready.

(t>e lir-/* '
We a-1 stTL want to assure you that concerns we-may have raised 
in the course of' developing these ptoposals baeii-addressed //

Ii,il1i in Hir initinl pr-f—^
last May and as we have prepared the budget. I^i_addi*ion, a .b.\^
number of improvements h»vQ"'b<»eti niiiflfii watn.4tav-e tewsg3.m.,.l-n /
legislation. West rTupuiTaritly, we believe that the president's 

/^ro^sals would provide vital support for postsecondary education 
( and training while easing the tsoc burden on middle-income 
V^ericans.

,...--''^We look forward to working with you in the coming year and share 
i your hope of being able to reach a bipartisan agreement on the 

\ budget and tax cuts.
5I Sincerely,

iML'

\

\
\ Richard W. Riley
\ Secretary of Education

\ Enclosure

Robert E. Rubin 
Secretary of the Treasury

V

r / /

v‘ Of’-'
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RESPONSES TO SPECIFIC QUESTIONS RAISED BY CHAIRMAN ARCHER 
IN HIS JANUARY 22,1997 LETTER TO SECRETARY RUBIN

1. How will the federal government know if a student has a ‘‘B” average? Will the TRR collect 
students’ report cards the same way they obtain written reports to verify other tax data?

The IRS will p<ft be collecting student uanscripts or student grade pomt averages. The 
Secretary of/me Treasury and the Secretary of Education will issue regulations to implement 
ffi^icdit., we regulations would require educational institutions to file an information report 

^.-^rcach student that would assist the student and the IRS in determining that the student meets 
^ the eligibility requirements for the credit and calculating the amount of the credit^t is 

potentially available.JColleges and universities would simply check a box on the infoiniation 
report indicatiiir«^te the student has met the B- average requirement. The standards for 

evaluating whether a siudeut has a B- average will be established by the Department of 
Education, working with the higher education community. These standards will accommodate 
instimtions that do not use traditional grading systems.

,ib

<-..D
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2. Won’t these proposals contribute to educational inflation and drive up the cost of college for 
all Americans?

The possibility for tuition inflation is inherent in many types of student assistance, 
whether in the form of a scholarship or grant program , or in the form of a to credit or deduction. 
We do not believe such concern is warranted enough to deter us from seeking to expand the 
benefits Americans have realized from student financial aid, particularly when the increases and 
decreases in student aid over the past three decades have produced little etidence of a 
relationship between federal aid and college tuition levels. In Georgia -- where the HOPF 
scholarship idea began in 1993 -- tuition at public two-year colleges grew by 13% between the 
1992-3 and the 1995-6 academic year, compared to a national average of 21 %.

Educational institutions face a number of pressures that should keep tuition inflation to a 
mini muni. For example, wnununity college fees ore heavily intluenced by the community 
member who takes just one course at a time. These students are not eligible for HOPE 
scholarships, and even witli the aid of the tuition deduction, would be sensitive to price increases. 
We also believe th.at the competition for students among postsecondary institutions will make 

tliem reluctant to impose higher costs.

\n
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3. Will this proposal put teachers under pressure to give students “B’ averages, compounding 

the problem of grade inflation?

rtofessors already withstand pressure to raise grades for students who need to momtoin a 
high grade point average in order to get into graduate school or get benefits such as a discount on 
their automobile insurance premiums. We believe that the B- grade point average required tor a 
student to be eligible for a second $1500 Hope Scholarship Tuition credit will not put significant 
additional pressure on professors to increase the grades of their students. Wc understand that 
Georgia has seen no evidence of grade inflation since it instituted ils program several years ago.

Some might argue that the wide availability of the HOPE Scholarship tuition credit
makes it different from other grade pressures. We think this is an overstatement. A student’s
grade point average is relevant only in the second year for which a $1500 Hope Scholarship 
tuition credit is claimed. In addition, there are a number of variables that influence whellici a 
student will claim the credit. Thus, it will be difficult for most instructors to know wlietlier the 
grade they give to a student wiU affect the student’s (or the student’s parents’) taxes. Ultimately, 
professors need a grading syslcn that is equitable for all students, not just those with particular

incentives.

4. Tax years are one calendar-year long. Schools years are divided into semesters. If a student 
has a C+ average in the fall of 1996 and a B+ average in die spring of 1997, will he or she 

qualify for tlie credit?

As we have already mentioned, the credit has been reworked and is now very simple. It 
is available in no more th^ two calendar years. As long as a student is enrolled in Ae first or 
second year of postsecondary education at any point during a gi ven calendar year, 
be one of the student’.s two credit years. The grade point average requirement applies in the 
second year for which the student claims a credit. The student’s grade pomt average is measvued 
at die beginning of the second calendar year for which a credir Mi being claimed.
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Tilt! Honorable Dill Archer

Chairman
Committee on Ways and Means 
US. Hmise of Representatives 
Washington, D.C. 20515

Dear Chairman Archer;

Th=>nk you for your letter ooncertiinq the .
propoaels for a HOPE Scholarship tuition credit and a tuition 
Eduction. RB you know, the President announced thin week^that 
we would be including these proposals in the Administration s 

budget for Fiscal Year 1998.

we want to assure you that any concerns we may "
course of developing these pioyosa-s have ocen aad.e ’
satisfaction The proposed credit was thoroughly reviewed in the 
coursf preparina ihe budget, and a number of 
been made. The principal change been the C

—1. tha Pall grant for refundablllty of t a
tax credit. This change ensures that ysnerous aid is availabl.

,F

*—t I1 been ma< l->>ia««fe-rri 
I tax crecC C3T©u.l^ • iiixfi? --

to the neediest students and addresses compliance =°h=«"s 
associated with refundable tax credits. We have also = 
changes that should minimise any adminiatrative problems created 
by tL difference between_ta3sablejieara_^i a^^^^ - - tUut
specifically, we'TliHS^credlt to two taxable 
iLraasiug the maximum credit to $1500 regardless of "hethe the
student enrolls half-time or full-time. In addition, it 
student enroiis ud student in s taxable year may
clear that ttia expenecs paid -or a atuaeibe used either for the credit or the deduction, and need not be 

subdivided into^p^en3e§_ eligible only for the cieaxL
deduction Wd President's proposals^uir^rcvide vi^bport for ha^sducation,while sasing the

tax burden on middle-income Americano
Tn vour letter you raised four questiens about specific aspects 
of these proposals We enclose an attachment providing answers.

^iil brsLe to provide you with the full details of these 

proposals as soon as they are ready.
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budget and tax cuts.
Sincerely/

Richard W. Riley^ 
secretary of Education

Robert: E.Secietarv of the Treasury

Enclooure
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responses to specific questions raised bv chairman abchfr 
IN HIS JANUARY 22,1997 LETTER TO SECRETARY RUBIN

1. How will the federal government know if a student has a “B" average? Will the IRS collect 
students’ report cards the same way they obtain wriuen reports to verify other tax data?

' The Secretary of the Treasury and the Secretary of Education will issue regulations lo 
implement the credit,regulations would requhe' eiluiStloMniBfflSniSart^^ 
information report for each student that would assist the student and the IRS m determining \ 
that the student meets the eligibility requirements for ihc uedit and calculating the amount 
the credit that is potentially avaUable.pThe IRS will not be coll^^tudent transcripts or^ 
student grade point averagesH HflAwp-colleges and univereihes Iw^simply check a box^ the 
information report indicating whether the student has met the B- average requirement. The 
standards for evaluating whether a student has a B-^rage will be established by (he 
Department of Education, working with the higher^ducation communiLy. Tlicsc standards 
will accommodate instinutnn.s that do not use traditional grading systems.

2. Won’t these proposals coniribute to educational inflation and drive up the cost of college for 
all Americans?

The possibility for tuition inflation is inherent m many types of student assistance, 
whether in the torm of a scholarship or grant piogt am. or in the form of a tax credit or deduction.
That concern should not deter us from seeking to expand the benefits Americans have realize 
from student financial aid, particularly when the increases and decreases in student md over me 
past Uucc decades have produced little evidence of a relationship between federal aid and college 
tuition levels. In Georgia - where the HOPE scholarship idea began in 1993 - tuition at public 
two-year colleges grew by 13% between the 1992-3 and the 1995-6 academic year, compared to
a national average of 21%.

Educational institutions face a number of pressures that should keep tuition inflation to a , 
minimum. For example, community college fees are heavily influenced by the co^umW •J
member who takes just one course at a time. These students aic not cUgible for HOPE^and even V
with the aid of the tuition deduction, would be sensitive to pnee increases. Similarly, turnon 
increases at four-year institutions will affect not only the freshmen and sopTiomores who are 
eligible for HOPE Sdiolaiships but aU.ojunU2ra and seniors who would he eligible only for the 
deduction and therefore be more price sensitive.lWc also believe that the competition for 
students among posl-scconfey institufiofti will m^ke them reluctant lo impose higher costs.
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the problem of grade inflation?

high grade point average in order to pt into graaua B- grade point

program several years ago.
Son..Pii^..gnc^tn.ewidP.v«™^Sc«^^^ 

makes it diffeieat ftom o4er ^ ^ S1500 Hope Scholeiship
grade point average is relevant only m the sec. y influence whether a
Loo credit is elan^. .r^»es,okpovvwh^

, .d loT^r, Schools years nre. divided into semesters. If a student
^as" ™Ti: —H996 and a B. average at dte spring of i997, wiii he or she 

qualify for the credit’.'

As we have already
is availahle iu no more th^ "''“.'^^i^ypoint daring a given calendar year, that year can

rrhcTn^—
r Ass-ng,hecredi.we««—
treatment of the specific studen y freshman sophomore), when the student paid

^ (vV ■4^ llhe credit in a previous year,
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104TH CONGRESS 
2d Session H.R.

IN THE HOUSE OF BEPRESENTATIVES

M. introduced tLc foDowinjr \rliich was rflfcrred to the Committee on

A BILL
To amend the Internal Revenue Code of 1986 to provide 

tax benefits for higher education expenses, and for other 

purposes.

1 Be it enacted by the Senate and House of Representa-

2 Uves of the United States of America in Congress ossembLed,
3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the “___

July ia. 1MI6



07/10,06 18:48
StM by:53137

©0 202 6221254 T.U POLICY g^003

1 TITLE I-TAX BENEFITS FOR
2 HIGHER EDUCATION EXPENSES
3 SEC lOI. RKniNDAlUJS C'KEUIT TOH mSHEB EDUCATION
4 EXrXN8£S.
5 (a) In OiRNziuL.—6ubpart C of part TV of wib-

6 ohapter A of chapter 1 of Oie lutemal Revenue Code of
7 1986 (relating to refundable credits) is amended by redea- 

6 ignating section 35 as section 36 and by inserting after 

9 section 84 the following new section:
) 0 “SEC. 36. HIGHER EDUCATION TUITION AND PEES.

11 “(a) Allowance of CitKujT.—In the ease of an in-
12 dividual, there shall be allowed as a credit against the tax
13 imposed by this subtitle for the taxable j^ear the amount

14 of qualified higJiBr eduoatiou espenses paid by the tax-
15 payer during such year.

“(b) CEEDIT TjTMTTWn To n^Kl Piat AjOADZMIC16

17 Tear.—

IS

19

.20

21
22

23

24

(1) In QSNERal.—The amount allowed as a 

credit under subsection (a) Cor au^' taxable year with 

respect to an eligible studont nh/ill not exceed the 

sum Of the nradlt. amounts for qualified academic pe­
riods beginning iiring^uA^toxaUc^yw

dermc p^d may not be taken into account under 

the preceding sentence more than once.

Jgiy IB. mo
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1
2

3
4

5

6

7

8
9

10

11
12

13
14
15
16 

nj 

18 

ly 

20 

21 

22
23
24

25

“(2) Credit allowed only for first a aca-
DE3CC YEARS OF FOST-8ECONIURY PIDlTOATTflN.—

“(A) In OT^^SftAL.-—Foa- 

graph (1), the teTm^^'quolifiod academio period’ 

means, TOth respect to aca*

demie period tor which such student is an eligi­

ble student if such period, ^an added to prior 

periods that such Rf.ndont an. elignble stu­

dent. does not exceed 2 full-time acadeniir Tears 

(or the oquivaleDt thereof).
“(R) ftRAi)K-W)^^KKg^®w::^m^^^ 

paragraph (ALslmn be applied suhstitutmg

‘1 fuU-tinM academic year’ for ‘2 ftdl-time aca-

yfisrs’ if the student did not have a grade 

average of at least 2.75 on a 1 point 

(or mat a substantiallT Bmtilnr meastuC^ of

adiievEment) fur (he Grtit fuH?time academic

year (or hs oquivid^^for whioh each student 

is..an ehgibb stndont.

“(3) Credit amount.—For purposes of para­

graph (1)—

“(A) In UKNERAL.—Except au ulLerwiee 

provided in rognlations proscribed the Sec- 

rets.Ty, the credit amount for any «/«/lwmii<: pe­

riod is the amount equal to—

JU, IB, iBOe
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1

2

3

4
5

6

7

8 

9 

10 

11 

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

“(i) $1,500, divided by 

“(ii) the number of such aeademio pe­

riods during the academic year.

In. the caae of tui eligible student 'who ie not a 

fiill-time Btudont for an academio period, the 

credit amount for anr.h shall be Vi the 

aiouuul determined under ^ preceding aen- 

tenoo.

“(B) OweniT AMMIINT JilfiDTJCED BY 

.OTHER NONimiffJJ FKDHHAL aSaiBTANCE,— 

If any nflntsxable Federal assistance is aliocablo 

to any acadAmk*. period, the credit amount for 

8udi period shall be the credit amoimt deter­

mined undor subparagraph (A) reduced hy the

nontaxable FedpraJ aasistance which is so allo-
■\

cable. ,

“(C)(" Noktaxablk pederab^ jlssist- 

ANCE.—For piiT^RPs-ofshlJiaragraph (B), the 

term 'nontaxable Federal assistance* means any 

Bcholorship or grant provided by the Federal 

Govenmeut wbiub is exempt fivm tax under 

this chapter by reason of section 117 or any 

other Federal law.

“(4) Inflation adjubturkt of credit ljjc-

TXTION FOR ACAOEMir YKAK.—

Juty18.1B9S
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1 “(A) In GBNifliiAL.—^In tihc case of a tax-

2 able year begincing after 1997, the H; 1,500

^ aozLOimt in paragruplL (S) (A)(1) sliall be lu-

4 creased by an amotmt eqaal to—

5 “(i) such dollar amonnt, mnltipHwl by

6 ''(ii) the eutit-oMivLug a4iustmeul de-

7 termined undeir section 1(f)(8) for the cal

8 endar year in which the taxable year be-

9 gina, detarmiued by bubuLllutiug S^endcLC

10 year 1996’ for ‘calendar year 1992’ in sub-

11 paragraph (B) thereof.

12 “(B) HoUMOlNa.—^If any amount aa ad-

13 justed under subparagraph (A) is not a multiple

14 j of $50, Rneb amount BhaH be rounded to the

15 next lowest multiple of $50. \

16 “(o) Limitation Based on Modified Adjusted

17 Gkosb Inuumjs.—

18 “(1) In GBNI3BAI..,- The amount which would

19 (but for this subsection) be.takeu into awounr. under

20 subistJCLiou (a) for the taxable year idiall be reduced

21 (but not below zero) by the amount determined

22 under paragraph (2).

23 “(2) Amount op BKDUCTiON.~'rhe amount

24 determined under this paragraph is the amount

JUy 16.1096



07/10/06 16:51 QO 202 6221254,. ________T,VWpilCA.. a^ou-^T </;i^

F:\SBG\10i\MIK\TUmOK.CDT H.T-.C.

1

2
3
4

5

6

7

8

9

10 

U 

12

13

14

15

16

17

18

19

20 

21 

22

23
24

25

^ch bears the same ratio to the amount which 

would be 80 taken into anouunl aa—

“(A) the exccBs of -

“(i) the taxpayer’s modified a/tjiisted 

gross income for such taxable year, cr\'er 

*‘(u) $50,000 ($bi0,000 in the ease of 

a joint return), bears to 

“(D) $20,000.

“(3) Modified iowsTKD gross income.— 

The. term ‘modified a^usted gross income’ means 

the adjusted gross income of the ta:q>ayer for the 

taxable year—

"(A) determiiied williout regard Lo secliun 

220, and
f

**(B) increased by any ammint evolnded 

from gi-oss income under section 911, 931, or 

933.

“(4) Inflation adjustment.—

"(A) In generate—Til llie case of a lax- 

able year beginning after 1999, the $50,000 

and $80,000 amounts in paragraph (2) gec- 
tion 220(h) (2) (B)(i)(ll) shall eadi be increased 

by an amormt equal to—
“(i) such dollar amounts, multiplied

by

p f I'

r

J

.htfy1R.10afl
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1 “(ii) the cost-oMiviinf a^juaUiieiit de-

2 tennined under Bescticn 1(f)(3) for the cal-

3 endar year in which the tevAhle y«ir he-

4 1^, deUirmlued hy Kubs-Utatin; ‘colendax

5 yoQT 1&98’ for ‘calendar year 1992’ in Bub-

6 paragraph (B) thereof.

7 “(B) Boundinq.-—If amount as ad-

8 justed under subparagraph (A) ie not a multiple

9 of $5,000, such amount. ahaTI he rounded to the

10 next luwtsl inulti^e of $5,000.

11 “(d) Qualifed Hioher Educatiov Expenses.—

12 For purposes of this !wvt.inn—
13 “(1) QuaUFIET) TOOHER EDUCAXiOK EX-

14 j. PEN8E6.—

15 “(A) In general.—^TLe leim ‘qualified

16 higher education eoepenses’ rnfyjtnti tuitiion und
^E32®22SEaEjBi

17 for the enrollment or attendanoe

18 of—

19 “(i) the taapayer,

20 “(ii) the taxpayer’s spouse, or

21 “(iii) any dependent of the tospaycr

22 with r«q>oct to whom the. toxpayp.r la al-

23 lowed a deduction under soetion 161,

24 as an eligible student at an msdtation of higher

25 eduwtUun.

My ra, IBM
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6
“(B) Exception poe educa.tion djvolv-

. INO SPORTS, ETC.—Sudl Leriu does not 

e^>aise8 'with roapoct to imy ootiroo or other 

education invohrnig sports, games, or hobbies, 

unless such course or other education u part of 

the student’s degree program.

“(C) KxruflKnoN iron wonailiadjsmic 

PjutS.—Such term does not include student ac­

tivity fees, athletic fees, insurance Senses,

unrdated to a student’s aca­
demic course of instruction.

“(D) ELIGrBLR gTTTTYT?!XTT —^

uf jalipHnifTHiili fA^^aiTterm ‘eligible student’ 

moonfl, -with rospoct to any academic period, a 

student -who— ^

“(i) meets the requirements of section 

484(a)(1) of the Higher Education Act of 

1965 (20 T7.S.C. 1091(a)(1)), as iu effect 

on the date of the enactment of this sec­

tion, and

“(ii) is conying at least % the normaJ 

ftill-time work load for the course of study
...............— ■ -II*. j .. - ,-.v»»p I.. ' ~-->ri-AiUaji p

iha student ia puiauiug. as reasonably de­

termined by the institution of higbeor edu-

O'

Ration.

JUy le, IMS
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“(2) Institution op hioher education.

The ‘institutioii of higher A<liipAtion’ Tneans an 

intiLiLuLion—

“(A) which is doBoribsd in saction 481 of 

the Higher Edncetion Aet. of 1(20 TT.fl.C. 

1088), as In effect on the date of the enactment 

of this scotiou, and

“(B) which is eligible to iwrtiriiiate in pro- 

gnuiiH under U'Ue IV of such Ad 

“(3) PULL-TIMB STUDENT.—Tho term ‘foil- 

time student' means ai^ student who is carrying at

least tljs minnaJ fidl-Liinc work load for the course 

of study the student is pursuing, as reasonabfy de- 

I tcrminod by the institution of higher education.

‘'(e) Seeoiil Rules— \

"(1) Denial of credit ip student con-

TIOTED OP DBDO OPPENSE.—No credit ehall be al­

lowed under subsection (a) for qualified higher edu­

cation expense for the em-olhnent or attendance of 

a student for any academic period if such etndent 

has been rnnvicted of a Federal or State offense con­

sisting of the poesessdon or distribution of o con­

trolled substance, before, the end nf such period.

“(2) No DOUIHiB DENEPIT.—

•Ii4y II.
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“(A) In QBNBRAL.—No credit shRlI be al­
lowed under embsectioii (a) for qualified hitdior 

oducation c^>onac£i for tho onrollmont or at- 

teudanee of a student for any iii»Adflmvi period 

if any aueb uxpeiuM for the eiu-ollmeuL or at­

tendance of such student for sneh period is nl- 

lowed as a deduction to the taxpayer under any 

other proivision of this cdiapter.
“(B) DEnaNDENTS.—No credit shall be al­

lowed under subsection (a) to aiy individual 
with, resptxd to whom u doduuLiou uudur suction 

151 is allowable to another taxpayer for a tax­

able year beginning in the ralo-nf^nr year in 

I which such iudhidual’s taxable year begins.

“(3) iDENUprcaTioN bzquirement.—No

credit sliall be allowed under Rnhaectinn (a) Tn a, tax­

payer with respect to an eligible student unless the 

taxpayer includes the name and taxpayer ideutiiioa- 

tion Tuimber of wip.b eligible student on the return 

of tax for the taaible year.

“(4) Adjustment fob certain scholar­
ships.—Tlie amount of qualilled hii^er «>ducitLiou 

e^^ezues otherwise taken into account under sub­
section (a) wWi respect to Ihe eduealiun of an indi­
vidual for on otiodcmic period ghnll bo rodueod (be

JJyl8.19Q6
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fViTP thft «fiplif?Ation of subsections (b) and (c)) by 

the sum of—

'‘(A) the amounts reosivod with rcspoct to 

such indiviflual which atr allocable to such pe* 

nod as—

“(i) a qualified Koliularahip 

under section 117 is not includsblft in 

groas income,

"(it) an educational assistance allow- 

anoe under chapter 30, 31, 32, 34, nr 35 

of title 36, United States Code, or

'‘(iii) a payment (other than a gift, 

bequest, devise, or inheritance within the 

i moaning of eootion 102(a)) for educational

ejcpenses, or attributable to enrollment at 

an eligible educational institution, which is 

exempt from income taxation by any law of 

the United l^tes, and

“(B) the amount excludable from groiw in- 

come under section 135 which is aDocable to 

Biich erponses with respect to such individual 

for such period.

“(S) No CaSKDIT POtt MAERIED INBivmTTAT.Q 

fujnq 5KPARATE KKTURNS.—If the taxpayer is a 

married indh'idua] (within the mooning of section

1SK
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7703), tliis section sha]] aTjply only if the tanjayer 

and the taspayer'e spouse file a joint «tuni for the 

tuxttble year.

“(6) NoNBBSmnNT aliens.—If the Uu.payer in 

ft nonresident alien individxud for ai^ portion of the 

tiuahle year, this section shall apply only if Ruch m- 
dividual is treated as a resident aJian of the United 

Ktates for purposes of this chapter by reason of an 

elaction under Bubseetion (g) or (h) of aection 6013.

‘(7) BJCdiiiiATiONS.—The Secretary nay pr^ 

scribe such regulations as may be necessary or ap­

propriate to cany out this section, including—

**(A) regulatinnR rwxniring roeordkeeping 

^ and znfomiation reporting, and

**(BJ regulations providing for a roeopturc 

of credit allowed under this sftCT.ir»n in fases 

where there is a refund in a subsequent taxable 

year of xny amount xrtuoh was taken into ao- 

coout in determining the amount of siinh cred­
it”

(b) KETRNSTON Off PROtaCDURES ATPMCAHtiK TO

1^22 Matiiematigal on Clkhcal Errors.—Pai-agrapL (2) 

23 of section 6218(g) of such Code (relating to the definition 

mathematical or clencal enxKfs) is amendwl by striking 

id” at the end of subparagraph (E), hy striking sub-

1

2

3

4

5
6

7

8 

9 

10 

11 

12

13
14

15

16

17

18

19
20 

21

5
July 18. lew



©9 202 6221294 TAX POLICY it ^
■ 7-18-96 : 4;27PW : LEGISLATIVE CCOSEL- 202 622 9260:tfl'l/23

F: \ SDQ\IW\MIN\rjrnONX3)T
H.LC.

4
5

6

7

8 

9 

10 

11 

12 

13 

U

15

16
17

18

19

20 

21 

22 

23

. paragraph (F), aiwl by insprtmg after subparagraph (E) 
2 the followoig new subparagrai^j^r^

“(F) an omisBion of a oorroot TIN re­
quired under section 3S(ft)^ or under section 

220(d)(3)(B) (relating to higher education tui­

tion and £m8) to be inehded on a return.”
(c) CONFOBUING AMEKDMENT8.-~

(1) Paragraph (2) of aection 1824(b) of title 

31, TJnitpd Sttstea CJode, is amended by inserting be­

fore the period “oi' ft-om aecUim 35 of such Code”.

(2) The table of seotrions for eubport C of part 

TV of subchapter B of chapter 1 of such Code is 

amended Iq' etrikmg the last item and iuserling the

j. following new items:
“Seo. K. Hiyhrr odDcotaon tsHion sad r 
“Bai. 36. OvRn«7inAiits nf iw."

(d) Ettectivb Date.—

(1) OBNERAli.——The smondmante made by 

this section sLull appty to taxable years heginning 

after December 31, 1993.

(2) , Periods bzfom lear taken into ac­

count.—For pnipoees of applying section

35(b)(2)(A) of the Internal Kevenue Codo of 1986 

(as added by this sbclIou), periods before January 1, 

1997, that the student was on eligible student shall 

be taken into account.

Juijrie.io©e
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1 SEC. lOi DEDUCTION FOB HIGHER EDUCATION EXPENSES.

2 (a) Deduction Aljxiwed.— Part YU of subchapter

3 B of cliapter 1 of thp. Tmp.mfll Revenue Code of 1986 Cro-

4 latang to addition^ itemued deductiana fbi* nidividualb) is

5 amended by redflaignating aection 220 as Bootion 221 and

6 by iuBariimf after section 219 the following new section:

7 ^'SEC.aao.HIGEICRBOUCA'nONTUTnON AND FEES.

« “(a) AtiDowANCE OP Deduction.—In the ease of an

9 individual, there bhall be allowed as a deduction tha

10 amount of qualified higher education e:q>ensos paid by the

11 taxpayer during tbs year.

12 «(b) Lmitationb.—

“(1) Dollar ldotation.—

“(A) In 6ENKEAL.—The amount allowed 

‘ as a dedudiiuu imder subsection (a) tor any tax­

able year shall not osmoed $10,000.

‘'(B) Phask-tn—In the case of 

years begiming in 1997 oi- 199B, subpajugmph 

(A) shall be applied by Bubstitutixig ‘$5,000’ for 

‘110,000’.
“(2) LdCTATION UAfiBD ON MODIFIED AD- 

JU8TEU HEOSS JNOOMR.—
“(A) In 05NZIlAL.*~The iiTnrmTit allowed 

M A deduction under subsection (a) (after ap­

plication of paragraph (1)) wli«n be reduced

13

14

15 

lb

17

18

19
20 

21 

22
23
24

25

1 ^ "

■*o!

C: l.'J 'I' '7

JUy 18.1WB
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6
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24

(but not below zero) by the wnount determined 

wider snbparagraph (B).

“(B) Amount of reductiow—The

omount determined under thi.R Rubpaiagrapli 

equals the amount which bears the sarno ratio 

to (he deduction (detennined without regsTd to 

tibia paragraph) as—

“(i) the escBBS of—

“(T) the t«q)f^eir’s modified ad­
justed giuss income Tor such taxable 

year, over

“(H) $J5n,n00 ())i80.000 in the 

case of a joint return), beai-s to 

“(ii) $20,000.
”X) AD-mSTED OEOSS IN-

term ‘modifiesd adjusted grosa in­

come’ means the adjusted gross income of the 

taxpa^^r for the taxable year dm^^rmhied—

“(i) without regard to this section and 

sections 911, 931, and 933, and
“(ii) iifUsr (he application of sentionR 

86,135, 219 and 169.
For purposes of sections 86, 135, 219, and 

469, adjusted groaa income shall be determined

July ie. im
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without regard to the deduction allowed under 

this section.

"(D) CB088 RsPaRDNCD.—
Tor lafutlon Bitjiutinem ot 950,000 and 990.000 

OBtoante, M« MCtloB S5(q)C4).

“(c) Bkhnitions.—-For puiposes of r-hia wetion-- 

(1) In 613N1SUAL.—Except aa parovided in para­

graph (2), temu used in thig eection. which arc also 

used in section 35 have tbn Tpspeefive meanings 

given such terms in section 85.

“(2) DsDuenoN AVAiLABrj! poB bducaSST 

‘i\f AijgjjjiiFi OB IMPROVE JOB SKTJiLS.—For pur­
poses of applying this secUon, the reguirement of 

^section 35(dj(l){DJ(ii) ahall be twoted as met if the 

Rtndftnt iR Ropolled in a course which anaKiog tho stu­
dent to impivve the Htudent’s job skiDs or to aoquire 

new job skills. J

“(d) Special Rules__

“(1) Denial ok uouhi.k hknepit.—No deduc­

tion ahall be allowed under subaecliou (a) fur (jnaH- 

fied higfasr eduoation esponaoB with roepcct to which 

a deduction is allowable to the taxpayer under any 

other provision of thia ohaptcr unleea the taxpayer 

irrevocjably waives his right to rtie deductiem of sucli 

Owenses uadar auch other provision.

ia, 1890
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“(2) Limhation on taxable yrab of DE- 

DTJCnON.—

“(A) In genbbal. a deduction shall be 

Allowed under subseetinn (a) for any taxable 

year only to the extent (he gimlified higber edu- 

cation expensoB arc in connection with enrdl- 

ment at an institation of higher education di^ ^ 

ing the taxable year,

“(B) Certain PREPAyicBNTs allovyed.__

SiibparogTaph (A) bIiaII not apply to qualified 

higher education (aq>enso8 paid during a taxablo 

year if such otpenseB arc in connection with ax» 

academic term beginaing during kucI, luxrI.Im

‘ or during the 1st 2 montha of the next

taxable year.
“(STciirrAiN BD1B8 TO Am-T.—IWm «i.i.n.r 

to th« lUIo«n« nkc of aactiou 35(«) shsE opjly for 

puipoaes of OtlK aeelaon:

“(A) Paragraph (2)(B) (rdatmg to denial 

of donblc benefit for dependents).

“(B) rsragraph (3) (relalhiK lu identifica­

tion requirement).

“(C) Paragraph (4) (relating to a<tiu8t- 

ment for certain echolanhips).

t

Ju>y 10, 1M6
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“(D) Paragraph (6) (i-dating to uo beudit 

for married mdividuala filing aeparatc rctorns).

“(E) Paragraph (6) (relathig to non- 

rosident aliens).

“(4) BiEGrciiA.TlONa—The Seoretaiy nmy pre­

scribe such regulations as may be Tieewwuy or ap- 

propiioto to cony ont this section, inr»Tiidiinr rcguk- 

lioTis requiring recordkeeping and information re­

porting.”

10 (b) Deduction Allowed in Computing Ad-
11 .MIKTKI) Geoss iNcaME.—Section 62(a) of such Code is

12 amended by ineertlug ufUjr paragraph (1,5) the following

13 new paragraph:
I

14 "(16) mOHER EDUCATION TUITION AND

15 . FEES.—The deduction allowed by sectirm 220.”

1^ (c) CONPOKMINQ A3D5NDMBNT.—The table of sec-

17 taons for pmt. VIT of shbehapter B of dbaptar 1 of sneh

18 Code is amended by sLrikiug tiie item relating to B«ction

19 220 and inserting;

“B«c. 8S0. lUghnr adaeaLkui luiuuu sol ftwa 
221. Cion nteooM.”

20 (d) ETOBCini Date.—Tlie ameniJmenfA made hjr
21 am uetian rtmU apply to taxable ywm bcgmaing aft«r
22 Decsember 31, 1996.

Ju*y 18,1006
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1 TITLE II-REVENUE OFFSETS
2 SEC. Ml. nsSTOUnoN 01- no tax 0« raXEKHAnONAL 1/

3 DEPABTUREfi.

4 (a) Rkstoratium oy TAX.^Snbsectiari (g) nf wc-
5 tion 4261 of the lateniaj Eevenuc Code of 1986 (relating

6 to imposition of tax oa Iramiportation of persona by air)
7 is amended is read as follows:

8 “(g) Tbrmikation.-- 

(1) In general.—^Except as provided in para
graph (2), the Uuea imposed by tllifi swlinn shall 

apply with respect to transportation beginning afUir 

August 31, 1982, and before Janoaiy 1, 1996.
“(2) iNTBKNAnONAL DKJ4ARTIIKK TAX.—The 

, iinpoMd V subsection (c) shaL apply with 

spect. to transportation beginning after tho date of 

the enactment of (his paragraph and before October 

1, 2006. Porograph (1) of section 9502(b) shah be 

applied by substituting ‘October 1, 2006’ for ‘Janu*

“7 1. 1996’ with respect to the tax imposed hy imb- 

section{c) of this section.”
(b) $10 Rats up Ta2l—Suhsectinu (e) of section

22 4261 «f «.0h Code is amended by etritei* “*6” aud k- /.T:)
23 serting “$10”,

July 1R taas
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1 (c) CONPORIUNO AiiBNDMDNT.—The Becond sen-

2 tence of sotion

3 serthax “»ub6eciaon (g) and” before “aeotioiifi 42fll”.

4 (d) iJppKcnvE Datm.

(1) Tn grnehal.—Except u providad in para- 

K^apli (2), Uie umendmonts made by this aertkm 

ehoD apply to tranaportation beginning afUr ilu* 

data of the enactment of thig Aat but shall not apply 

to auiouuUj paid on or before such data.

(2) Dnroars IK trust ruim.—The wxond 

sentence of section 4261(g)(iJ) of the Internal Reve­

nue Code of 1986 (as added hy this Rfl(»tnoyi) Rhall 

apply to amounts rocoived in the Treasury after the

I date of the enact.mftnt of this Act

15 SEC. 202. MODXnCATTON OF SOURCE RULE FOR CERTAIN
4

16 inventory produced IN THE UNITED

STAIUS AND SOLD OirTglDE THE UNITED
18 STATES.

19 (a) DJ General.—Subsection (b) of section 866 of

20 the Internal Revenue Code of 1986 (relatteg to aouree

21 mtea fcr personal proporty eoJoe) is amended to xaad os

22 ibllowa;

23 “(b) Exception For Inventory PRopiatTy,—

tlENKRATi.—^Tn the case of income de- 
25 rived from the sale of invontoiy iiruperty—

5

6

7

8 

9

la
11

12

13

14

July IB. 1IMR
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“(A) this section shall uoL apidy, and 

“(B) such income shall be sourced under 

lie rules of Rftrtions 861 (a)(6), 862(a)(6), and 

863(b).
“(2) UllEATJiJCNT OF SALES OP TJNTIlOCRaaBD 

tfmbek.—Notwithfitanding paragraph (1), any in- 
come from the sale of any unprocemwd timber whieh

1* a softwood and was cut fixun an am in the Unitr
ed Rtatas shall be sourced in the United States and 

the mica of aectioiuj 862(a)(6) and 86S(b) shall not 

appfy to ony such income. For purposes of the pre­

ceding aantenoe, the term ‘unprooeeeed timber’ 

uiemia any log; cant* or similar form of timber.
^ “(3) LanranoN on ^ount of income

iweATHD AS soTmezD IN uNiTim exATEa—In the 

case of a sale, of inveutoTy property (other than nat­
ural resources) produced (in whole or in part,) by the 

taa^myer within und sold or cschanged without the 

United States, the amount of gross incoxno which is 

ImLed aa derived from sales lurtivlties shall not ex- 
oood 26 pcpocnt of the total gross income of the taa- 

payer attributable to such production and sale onlesd 

the ta:q>ayer establishes to the salisIheUon of tile 

Rftfiretaiy that (based on fects and circumstauoo) a 

ffreater amount should be so treated.”

July ia. 1006
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1 (b) Eptucttpe Date.—The amendment }jy
2 subsection (a) shall apply to taxable years beginning after
3 the dale of the i»tinrtmi»r|( Ai»t

July 1«, iwo
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HOPE SCHOLARSHIP TUIilON TAX CREDIT AND EDUCATION AND JOB 
TRAINING TAX DEDUCTION

CURRENT LAW

Taxpayers generally may not deduct the expenses of highpir education and 
training. There are, however, special circumstances in which deductions for higher 
education expenses are allowed, or in which the payment of higher educatioii 
expenses by others is excluded from income.

Higher education expenses may be deductible, but only if the taxpayer 
itemizes, and only to the extent that the expenses, along with other miscellaneous 
itemized deductions, exceed two percent of adjusted gross income (AGI). A 
deduction for educational purposes is allowed only if the education maintains or 
improves a skill required in the individual’s employment or other trade or business, or 
is required by the individual’s employer, or by law or regulation for the individual lo 
retain his or her current job.

The interest from qualified U.S. savings bonds is excluded from a taxpayer’s 
gross income to the extent the proceeds of the bonds arc used to pay qualified 
educational expenses. To be qualified, the savings bonds must be purchased after 
December 31, 1989, by a penon who has attained the age of 24. The interest 
exclusion is phased out for taxpayers with AGI between cenain income limits For 
1995, the exclusion was phased out for taxpayers with modified AGI between $42,300 
and S.57,300 (.$63,450 and $93,450 for joint rerums). Qualified educational expciises; 
consist of tuition and fees for enrollment of the taxpayer, the taxpayer’s spouse, or 
the taxpayer’s dcpendeui at a public or non-profit institution of higher education, 
including two-year colleges and vocational schools.

REASONS FOR CHANGE

Special tax treatment for higher educadun expenses would combine needed tax 
relief with pr^aration for new economic imperatives. The expenses of higher 
education place a significant burden on many middle-class families. Grants and 
subsidized loans are available to students from low- and moderate-income families; 
high-income families can afford the cost of higher education. The combination of 
Federal grants and a refundable tax credit would create a Federal guarantee of a 

1 -minimum^amount of assistance with higher education expenses. A credit or a 
deduciiuii fur certain education expenses would reduce the after-tax cost of higher 

Cer-bd-i'io education.

Well-educated workers are essential to an economy experiencing technological 
change and facing global competition. The Administration believes that reducing the 
after-tax cost of education for individuals aixl families through tax credits and
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deductions would encourage investment in education and training while lowering tax 
burdens for middlc-iucomc taxpayers.

PROPOSAL

As described in detail below, taxpayers would be able to claim a refundable 
tax credit or a to deduction for qualified higher education expenses incurred for 
themselves, their spouses or their dependents during their first two years of 
puststscondaiy education in a degree or cenificate program. If the requirements for 
both the credit and the deduction were met with respect to a paiticular smdent’s 
expenses, the taxpayer would be free to choose cither the credit or the deduction for 
Those expenses. The deduction, but not the credit, would be available fur qualified 
higher education expenses incurred after the first two years of postsccondary 
education oi ai any lime for courses that enable the taxpayer, the taxpayer’s spouse or 
dependent to acquire or improve job skills.

Hone Scholarship Tuition Tax Tredit

A topper would be allowed a refundable credit against Federal income tax 
for qualified higher education expenses paid during the uxable year for the education 
of the taxpayer, the taxpayer’s spouse, or the taxpayer’s dependents. The credit 
would be available for a student’s first two years of postsccondary education 
(asking full-time enrollment), or the substantial equivalent. The credit would be 
available for education in connection with degree oi certificate programs.

A credit pr qualified higher education expenses would be available for the 
taxable year during which the expenses are paid, subject to the requirement that the 
education commence or continue during that year or during the fust three months of 
the nexr year. Qualified higher education expenses paid with the proceeds of a loan 
(rather than repayment of the loan itself) generally will be eligible for the credit The 
credit will be recaptured where a student or the taxpayer received a refund (or
reimbursement through insurance) of miiion and fees for which a credit had been 
claimed in a prior year.

With respect to an individual student, a taxpayer is limited to a tuition tax 
credit of the lesser of the topayei’s qualified higher education expenses and the 
maximum cre^t amount for that smdent. The Tnarimum credit for an araH>»niic 
period is $1500 divided by the number of academic periods in an year,
reduced by any federal educational grants, such an Pell Grants, awaided for that 
period of enrollment. The maximum credit for students that are enrolled at least half- 
time would ht half that allowed for students enrolled full-time. Fur example, the 
maximum credit for a full-time freshman would be $750 per semester and for a half­
time fieshman would be $373 per semester, where two semesters make up an 
academe year. Tor an academic year compo.sed of three quarters, the maximum 
credit for a full-time freshman would be $500 per quarter, and for a half-time 
freshman would be $250 per quarter Beginning in 1998, the maximum credit
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^ount would ^ indexed for inflation, rounded down to the closest multiple of $50 
A taxpayer could claim credits with respwt to more thnn one eligible studeui With

The maximum credit amount would be phased out ratably for taxpayers with 
modified AGI between $50,000 and $70,000 ($80,000 and $100,000 for joint 
retums). Modified AGI would include taxable Social Security benefits and amounts 
otherwiBc excluded with respect to income earned abroad (or income from Puerto 
Rco or U.S. possessions), and would be detenriined before the deduction for 
cducanon cxp<^ contained in this proposal. Beginning in 2000, the income phasc- 
outrange would be indexed for inflation, rounded down to the closest multiple of

Qualified higher education expenses would be defined as tuition and fees 
chi^gcd by an insdiution of higher education that are directly related to an elinble 
s^i^s course of study (e.g.. registration fees, laboratory fees, and extra charges 
for p^cul^ courses). Charges and expenses associated with meals, lodging, student 
^tinties. athletic.s, health care, transportation, books and aimilar personal, livlut ur 
family «pen»s would not be included. The expenses of education involving sports 
games, or hobbies would not bt qualified higher education expenses unless the ’ 
education is required as pan of a degree program.

Qu^ified higher education expenses generally would include only out of- 
pocket tuition and fees. Qiwlificd higher education expenses would not include 
expenses covered by educational assistance that is not icquired to he included in the 
gross income of either the smdenl or the taxpayer claiming the credit Thus total 
tuition and required fees would be reduced by scholarehip or fellow.ship grai^ts 
excludable from gross income under section 117 of the Internal Revenue Code (even 
If toe grants are used to pay expenses other than qualified higher education expenses) 
and any educauonal assistance received as veterans' benefits. However, assistance 
with expense other than tuition, required fees and books, such as expenses associated 
with meals lodging, student activities, athletics, health care and transportation could 
^ witho^ a reduction of creditable higher education expenses. In addition
qu^ified higher education expenses would be reduced by any interest from qualified' 
U.S. satnngs bonds that is excluded from a taxpayer’s gross income for the taxable 
year. However, no reduction would be required for tuition and fees paid out of toe 
proceeds of a gift, bequest, devise, or inheritance within the meaning of section

An ehpble student would be one who is enrol lod or accepted for enrollmeni in 
d degTM, certificate, or other program (including a program of study abroad approved 

credit by the mstituuon at which such smdent is cmroDcd) Jeadiug to a recoaized 
eto^ona^ credennal at an digible institution. IHe student must p^
^udy on at leai.t a halT-umc basis. In addition, for a student’s qualified higher 
educaUon expenses to be eligible for toe credit, the student must not have been
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convicted of a Federal or state offense consisting of the possession or distribution of 
certain drugs, and generally cannot be a nonresident alien. Furthermore, a taxpayer 
would not be entitled to a credit tor a student’s second academic year unless the 
student earned a grade point average (GPA) of at least 2.75 (B-) on 4-point scale. 
Institutions that do not use a 4-point grading scale could retain their own system by 
deteimining a measure that reasonably approximates a B- GPA.

An institution of higher education" is defined by reference to section 481 of 
the Higher Education Act. Such instimtions generally would be accredited 
postsecondary educational institutions offering credit toward a bachelor’s degree, an 
associate’s degree, or another recognized postsecondary credential. They could also 
be proprietary institutions or po.stsecondary vocational instimtions. The institution 
must have entered into an agreement with the Department of Education to participate 
in the student^te^frogram.

The proposed credit would not affect deductions claimed under any other 
section of the Code, except that if a smdent’s qualified higher education expenses for 
an academic term are deducted under another section of the Code (including the 
proposed deduction for education expenses) no credit would be available for the same 
academic term under this provision. If a taxpayer is eligible to claim either the credit 
or the deduction for qualified higher education expenses with regard to a single 
student for a particular academic term, the taxpayer may choose between the credit 
and the deduction, but may not claim both. In addition, a taxpayer may claim the 
credit for some students and the deduction for others. An eligible smdent would not 
be entiUed to claim a credit under this provision if that student could be claimed as a 
dependent of another taxpayer.

The proposed amendments to the Internal Revenue Code grant the Secretary of 
the Treasury authority to issue regulations under the new Code section. For example, 
such regulations would provide rules to determine the maximum credit amount when * 
an instimtion’s academic year is divided into terms other than semesters or quarters; 
whether a smdent is enrolled in the first two years of postsecondary education; and ’ 
when a student must meet the GPA requirement. In addition, the Secretary would 
have authority to issue regulations providing appropriate rules for record keeping and 
information r^orting. 'niesc_reguIations would be coordinated with regulations 
issued by ihe\©epartmci^of Education, as appropriate.

ScC're-+ttr^

The proposal would be effective for taxable years beginning after 1996.

Folucation and Job Training Tax Deduction Prnpocai

A taxpayer would be allowed a deduction for qualified higher education 
expenses paid during the taxable year for the education or training of the taxpayer, 
the taxpayer’s spouse, or the taxpayer’s dependents. The deduction would be allowed 
in detennining AGI. Therefore, taxpayers could claim the deduction even if they do



not itemize and even if they do not meet the two-percent AGI floor on miscellaneoas 
itemized deductions.

The term "eligible student" is defined generally in the same way for the 
deduction as it is for the tuition credit, that is, to include students enrolled full-time or 
at least half-time in a degree or certificate program at an institution of higher 
education. However, a student, even if pursuing a course of study on a less than 
half-time basis, taking a course to improve or acquire job skills would also be an 
eligible student for purposes of the deduction. "Instimtion of higher education" is 
defined the same way for purposes of this proposal as it is in the tuition tax credit 
proposal.

Qualified higher education expenses would also be defined in the same way for 
the deduction as they are for tire tuition credit, that i.s tuition and required fees that 
are directly related to an eligible student’s course of study. Normal tax benefit rules 
woi^d apply to refund (and reimbursements through in!?urance) of previously deducted 
tuition and fees, making such refunds includable in income in the year received.

In 1997 and 1998 the maximum deduction would be $5,000. In 1999 and 
thereafter, this maximum would increase to $10,000. The deduction would be phased 
out ratably in the same way as the credit.

Hus proposal would not affect deductions claimed under any other section of 
the Code, except that any amount deducted under another section of the Code could 
not also be deducted under this provision. In addition, a taxpayer who claimed a 
deduction for a student’s qualified higher education expenses for a particular academic 
period could not also claim a tuition tax credit for any of the student’s qualified 
higher education expenses for the period. A postsccondaiy student would not be 
eligible to claim a deduction under this provision if that student could be claimed as a 
dependent of another taxpayer.

The propos^ grants the Secretary of the Treasury authority to issue regulations 
under this section, including rules requiring record keeping and information reporting.

This proposal would be effective for taxable years beginning after 1996.
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STODENT AID NEED ANALYSIS AMENDMENTS 

SEC. , (a) section

47S Of the Higher Education Act of 1965 (20 U.S.f. 1001
hereinafter in this section referred to as "the Act") is

amended--
(A) by amending subsection (c)(1)(A) to read as

f ollov?s:
»'(A) the Bum of";

"(i) Federal income taxes;
.-(ii) the amount of any tax credit taken

nnder section 35 of the Internal Revenue Code of 1986, minus the

refundable portion of such credit, if any; and
"(iii) the amount by which tax liability

determined without regard to the deduction provided under section 

320 of the internal Revenue Code exceeds the amount of tax 

liability determined after taking such deduction into account,";

and
(B) by amending subsection tg) (2) (A) to read as

follows:
•' (A) the sum of--

" (i) Federal income taxes;
«(ii) the amount of any tax credit taken by 

nh. student ur.der section 35 of the Internal Revenue Code of 

1.S6, minus the refundable portion of such credit, if any, and
" (iii) the amount by which tax liability



deterr.ined without reg«<l to the deduction ptu^ded under eection 

220 of the internal Revenue Code exceeds the amow.t of tax 

liability determined after taking such deduction into account,-.
(2) Section 476(b) (11 W (i) of “

read as follows;
•(A) the sum of--

"(i) Federal income taxes;
"(ii) the amount cf any tax credit taken

under section 35 of the Internal Revenue Code of 1966, minus the

refundable portion of such credit-, if any; and
"(iii) the amount by which tax liability

determined without regard to the deduction provided under section 

220 of the Internal Revenue Code exceeds the amount of tax 

liability determined after taking such deduction into account;"
section 477(b)(1)(A) of the Act is amended to read

as follows:
"(A) the sum of--

"(i) Federal income taxes;
"(ii) the amount of any tax credit taken 

seotion 3S o£ the Internal Revenue Code of 1966, minus the

refundable portion of such credit, if any; and
• (iii) the amount by which tax liability

determined without regard to the deduction provided under section 

220 of the Internal Revenue Code exceeds the amount of tax 

liability determined after taking such deduction into account,", 

tb) nppTWTTTQ^TS■ --section 480 of the Act is amended-- 

(1) in subsection (a)(2)--

•2-
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M by striking out -and no portion" and

inserting in lieu thereof "no portion"; and
(B) by inserting immediately after " (*2 O-S-c.

12571 BP 2S3.)bhe following, "and no portion of any tax 

credit taken under section 35 of the Internal Kevenue Code of

1986,";
(2) in subsection (b)--

(A) in paragraph (13). by striking out "and" at 

the end thereof;
(B) by redesignating paragraph (14) as paragraph

(15); and
(C) by inserting immediately after paragraph (u)

the following new paragraph:
-• (14) any tax deduction taken under section 220 of the

Internal Revenue Code of 1986; and";

(3) in subsection (e)--
(A) in paragraph (3) , by striking out "and" at

the end thereof;
(B) in paragraph (4), by striking out the period 

at the ehd thereof and inserting in lieu thereof a semicolon and 

"and"; and
(C) by adding at the end thereof the following

new paragraph:
"(5) any tax credit taken under section 35 of the

Ipi-.ernal Revenue Code of 1986; and";
(4) in subsection (j), by adding at the end thereof

th« foV>owing new paragraph:
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.. (4) Notwithstanding paragraph (1) , » tax cr.dit takan 

under section 35 of the Internal Revenue code of 1906 shall not 
be treated as estie,ated financial assistance for purpose, of 

section 4’71(3)-''-

H
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CURRENT LAW
A postsecondary student's need ^^^®®g®genarally calculated 

of thp. Higher E^i^cation Act of 1965 / ^tcd family
the student's cost of attendance minus Lne

oontritant-.ion (EFC) , °|n®™®and^aSBCt information uoad in
financial assistance. -The rncome and calendar
this calculation acSemic year or award year

* r.Sy^?!kre*rnf "•
The statutory formula used475, 4?6, or 477 of the studSnf w^t^dependents, or

:n^Slept^derft7d;nf dependents (other than a spouse) .

St Slnf t^S%Su;ion t.o.

are divided between mandatory expend^ures ^ a Postsecondary?”lna e*pen===) «><i <ii“"“““^»5ya?®“ticSa?5'ex|endicures oi 

educaiion expenses are b^ond the
laTnily iiic^e "o*tribution from income is then
secondary level. The parents contriou between 22% and
:?i'S“thei?^.vS!iaSI Lcomr (?ot“ income less mandatory . 

expenditures).
a. o4iniiarlv A portion (including the net

value :rthe“'ami!y’ s ^,<;Sjf„”o^t“lsUsamer?hat
raSperrrrr.1i%1: r^nepend!n,^on the level of the
parent's available income.

The dependent student's H cSculated.'"’^The'^SC
the same way as the pare^ contribution from income (50% of 
^he^sK^ avaflaSlf income) plus 35% of his or her net 

assets.
If the student is ixide^n^n^ the student 

calculated using only the inco^ ^feent^goQ of income and assets 
his or her spouse, tf any). The perc g expenses are lower 
considered to be ^^ftlable for postsecon
lXsSd^nt«t^harra^«a^^^ Of hia or h.r own. 
reasons for chanqe
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Without complementary future^cligi^il^^V would be
Titl. IV, HEA assiet^ce, a student's future
tllllVtl Mufatifu ?L"‘deductiou.

PROPOSAL

The amount of the HOPE Ir^iu^the definition
treated as -’excludable income by inciting It
of that term in 480(e) of ^ HEA^ propoeal would clarify
amending section 480 (a) (2) of of -untaxed

M sIr™„/KV^
auction 480(a)(1) of thR HSA,

Th« a»»unu of th. e*.uation and tralr.ingJ«^deduction would
be treated ae part of ihe°Title IV, HER total income
treaUiuent is ncccceary and the education and
definition is^based on the-line- deduction already
traininy tax deduction is an treating the deductici:
accounted for in calculating • need'analysis purposes would

The calculation of the family's available that would

eneSKn^rSa? available income ie accurately

reflected.
Finally, the ^^rated*a“anfiaf*

HOPE Scholarship tax credit is which would prevent?Sliirc*reSfL=rsi£i;ttlSiiigic^r‘'^h-'--^f atudlnt aid.



S. A. Noe

01/08/97 02:58:44 PM 

Record Type: Record

To: Robert M. Shireman/OMB/EOP
cc:
bcc: Records Management
Subject: Re: I talked to mike |||

Drafting: I talked to Cathy Livingston (lawyer) at Treasury. Treasury people plan to meet with 
Senate Leg Council people next week. If we want to know when we are going to see their draft, 
you need to talk to Mike Thorton (?), Cathy's boss.

Estimates: I got a new estimate from Ann Parcell. (Ann thought we all got the new numbers when 
she gave to 0MB about two weeks ago.)

97

-.1

5-year total $36.2B
10-year total $87.7B

• No refunability is assumed for this estimate.
• The B average requirement is in and a credit amount is calculated according to the amount of 

out-of-pocket tuition and fees paid not an enrollment status (e.g., part-time vs. 3/4 time).
• Not reflect recent Pell policy changes (independent students and a $3,000 max award)

Although she does not think the Pell outyear max policy and the indepdent student changes would 
affect her estimate, she wants to know what to assume for outyears.

Let me know when is convenient for you to hear more about what ED did for Pell outyears.

Robert M. Shireman

98 99 2000 01 02 03 04 05 06 07

-4.0 -6.2 -7.8 -8.6 -9.4 -9.6 -9.9 -10.3 -10.5 -11.15

Robert M. Shireman

01/08/97 02:08:30 PM 
Record Type: Record

To: Barry White/OMB/EOP
cc: S. A. Noe/OMB/EOP
bcc:
Subject: Re: I talked to mike



rTO
Robert M. Shireman 

" 12/26/96 04:18:05 PM

Record Type: Record

To: Kenneth S. Apfel/OMB/EOP, Barry White/OMB/EOP, S. A. Noe/OMB/EOP
cc: Leslie S. Mustain/OMB/EOP, S. A. Noe/OMB/EOP, Timothy A. Rosado/OMB/EOP, Patricia A.

Smith/OMB/EOP
Subject: Draft Letter from the Higher Ed assns: 

on HOPE and related issues:

December 20, 1996

The Honorable Richard W. Riley 
Secretary of Education 
U.S. Department of Education 
600 Independence Avenue, SW 
Washington, DC 20202

Dear Mr. Secretary:

Thank you for taking time from your busy schedule to have lunch 
with the
higher education community to discuss the reauthorization of the Higher 
Education Act and the President's HOPE Scholarship and tax deduction 
plans. As was apparent from the discussion, we are most grateful to the 
President for his commitment to higher education, and fully endorse his 
call for the extension of universal access to the first two years of college. 
We believe the President's tax proposals are promising initiatives that, in 
combination with continued investment in need-based student aid, could 
make college more accessible to more Americans.

As you refine and configure the tax plans, however, we hope you 
will address the higher education community's reservations about several 
features of these initiatives. First, we are concerned that the tax proposals 
provide little benefit for lower-income families, who, by definition, need 
federal assistance the most, and for whom such assistance could make 
the difference as to whether they can afford college. Second, we have 
serious misgivings about the use of a student's grade point average to 
determine eligibility for the second year of a HOPE Scholarship. We 
believe that such a step would be significant intrusion into the academic 
policy of colleges and universities and would potentially link the Internal 
Revenue Service with confidential student records. In addition, we believe 
that such a scheme, while simple in the abstract, will prove extremely 
difficult to implement and would create substantial administrative burdens 
for the federal government, colleges and families. Further, unless



combined with a requirement of a B average from high school, the 
eligibilitity requirement of a B average in one year in college is not likely to 
provide a meaningful incentive to students and parents.

In addition, as these plans move forward, we hope that you will work 
with us to supplement the proposals by including other important student 
aid tax provisions. As we have indicated our priority list would include 
restoration of student loan interest deductability, forgiveness of 
income-contingent loan balances at the end of twenty-five years and 
permanent extension of Section 127 tax incentives for employee-education 
assistance for all students - undergraduate, graduate and professional.

We once again emphasize our strong commitment to working with 
you to find the most efficient and effective ways to design the details of 
the peoposed tax initiaves to ensure that they broaden college access 
without creating unnecessary administrative burdens. We look forward to 
our continuing dialogue to resolve these issues.

Sincerely

Stanley O. Ikenberry 
President
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Student Asks Court For More Rights In Gun Case
) A New Mexico student who was expelled per­

manently for bringing a gun to school has 
asked the U.S. Supreme Court to stay his 
“death penalty.”

states to ensure that students who bring guns 
to school are expelled for at least a year.

The student’s lawyer says the Court needs to 
spell out the procedure public schools should 
follow before expelling a student forever.

Veltran Trujillo, an honor student, was caught 
bringing a handgun and a clip of bullets to his 
junior high school. The school notified biTn and 
his parents of a disciplinary hearing, at which 
the principal expelled the boy permanently.

The Court ruled in 1975 in Goss v. Lopez (419 
U.S. 565) that schools must give a student and 
parents written or oral notice of charges and 
an opportunity to be heard before handing out 
suspensions of 10 days or less.

/ In the case of Trujillo v. Taos Municipal 
' Schools (96-695), attorney Samuel Herrera 

contends the justices should establish stricter 
due process procedures for students facing 
more severe punishment.

The appeal contends that the school did not 
give adequate notice of the possible penalty 
and the superintendent did not follow through 
with a promised second hearing. The school 
says it followed its policy, and the U.S. 10th 
Circuit Court of Appeals upheld its action.

The federal Gim-Free Schools Act requires

“This case begs for a Supreme Court decision,” 
Herrera’s brief said. “An exemplary student 
was expelled for no reason other than ... czir- 
rymg a gun in school.” The lawyer agrees that 
bringing a gun to school is serious, but says the 
boy was never in trouble before. —Dave Boyer

College Aid Cuts Limit Options for Low-Income Students
Reduced federal £uid state higher education 
funding is limiting whether and where low- 
income students attend college, two research­
ers have found.

been success in insulating low- and middle- 
income students from the price increases.

Tuition increases without more student aid are 
causing the “ghettoization” of low-income stu­
dents at commimity colleges, according to Mi­
chael McPherson, Macalaster College presi­
dent, and Morton Schapiro, University of 
Southern California’s dean of the College of 
Letters, Arts and Sciences.

A General Accounting Office study on college 
costs foimd that tuition has increased 234 per­
cent over the past 15 years (ED, Aug. 20).

Schapiro and McPherson said high costs have 
reduced students’ flexibihty to choose the post­
secondary education that best suits them.

“Almost hedf of the lowest-income students are 
enrolled at community colleges,” Schapiro said 
at a National Center for Postsecondary Im­
provement seminar Tuesday. “Low-income 
students don’t have the options they used to.”

McPherson showed that in 12 years, state con­
tributions to higher education have dropped 
10 percentage points. Federed research fund­
ing to major universities also has dropped 
about 4 percentage points.

Using an American Council on Education sur­
vey that tracks first-time, first-year college 
students, the researchers foimd that in 1994, 
47 percent of students with annual family in­
comes lower than $20,000 attended two-year 
commuinity colleges; 14 percent of students 
from families making between $100,000 and 
$200,000 attended two-year institutions.

In 1980, the numbers were 45 percent and 
17 percent, respectively.

The decreases have forced private and public 
imiversities to raise tuition.

While 28 percent of students in families in the 
upper-income range attend public universities 
today, only 11 percent of students in the lower 
income range do so.

“We have been seeing substantial price in­
creases,” McPherson said. “But there hasn’t

“The probability of attending any university 
depends critically on income,” Schapiro said.
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Aid Cuts Limit Options for Low-Income Students (Cont.)
Schapiro added that the willingness of middle- 
class families to take out student loans to pay 
for college has softened the blow of the tuition 
increases. He said his research shows that 
those students are attending universities at 
rates similar to a decade ago.

need-based student aid, such as Pell Grants 
(ED, Aug. 29). They say increased grant aid 
woxild allow more low-income students to at­
tend a variety of higher education institutions.

“The middle class has been willing to graduate 
with debt,” he said.

The researchers plan to compile their data in a 
book. Meeting Need and Rewarding Talent, 
that is expected to be published this spring.

The GAO foimd that student loan volume in­
creased 435 percent over the past 15 years 
(ED, Aug. 20).

Schapiro and McPherson suggest redirecting 
f the funding for President ClLiton’s proposed 

$10,000 college tax deduction toward more

For more information about the National Cen­
ter for Postsecondary Improvement seminar se­
ries, contact Gregory Henschel, Office of Edu­
cational Research and Improvement, Education 
Department, 555 New Jersey Ave. NW, Wash­
ington, D.C. 20002, (202)219-2082.
—Rebecca S. Weiner

House Panel Has ^Misperceptions’ About DSL, ED Asserts
The Education Department responded to a new 
House probe of the Direct Student Loan (DSL) 
program with a series of reports and asserts 
that the education panel has “misperceptions” 
about the program’s management.

Because of technical problems, ED had to delay 
from September 1996 to February 1997 its 
plans to handle SSCRs through a new com­
puter database.

A summary report compiled last week by David 
Longanecker, ED’s assistant secretary for post­
secondary education, says that glitches in 
processing status reports through the National 
Student Loan Data System were expected be­
cause the new procedure wets being tested. 
Student Status Confirmation Reports (SSCRs) 
verify a student’s enrollment to ensure eligibil­
ity for federal loan programs.

'The House panel’s November letter to ED said 
the department’s delays could “harm” DSL bor­
rowers because they won’t get timely notifica­
tion of repayment options. In addition, the de­
lays coidd make it difficult to track students 
who change addresses, the letter claimed.

ED’s reports are a response to an inquiry by 
the Republican leadership of the House Econ­
omic and Educational Opportunities Commit­
tee. In late November, the legislators asked 
ED to respond to questions about DSL admini­
stration.

Longanecker responded that it is easier to 
track students through DSL than it is through 
the Family Education Loan (FED program. 
“There is ample historical evidence from the 
FEL program to indicate that the process of 
updating borrower enrollment status presents 
challenges on many fronts,” he said.

The questions were prompted by problems with 
SSCRs, outlined in recent reports by ED’s in­
spector general. House lawmakers said they 
were concerned that oversight was lacking in 
the DSL program because of delays with the 
SSCRs and DSL contractors reporting eligibili­
ty information (ED, Nov. 27).

Longanecker said the “multiple players”— 
lenders, guarantors, servicers and secondary 
markets—involved in the FEL program make 
it difficult to keep track of student information. 
Under DSL, loans are made between the stu­
dent and the federal government.

The trial run of the database system “identified 
problems in a controlled environment and en­
abled us to fix them before incorporating a new 
procedure into the standard operating proce­
dure ” Loneanecker wrote.

The House probe renews GOP criticisms that 
ED is ill-equipped to provide student loans. 
Republicans have tried to kill DSL since its in­
ception in 1993, saying it’s expensive and un­
necessary.

A committee staffer said hearings on the ED’s 
data systems and SSCRs are tentatively 
nlanned for the SDrinp. —Rebecca S. Weiner



December 18, 1996

NOTE TO BOB SHIREMAN 
0MB

ERIC TODER 
TREASURE'

FROM:

SE^JECT: Year by Year Receipts Effects of Maldng the HOPE Credit Refundable

The attached table shows the year-by-year effect on receipts of making the HOPE credit 
refundable. (Making the credit non-refimdable would have the same estimate, wth the opposite

sign.)
The estimate assumes that a non-reflmdable credit would be stacked the EITC. If 

non-ieandable credit were stacked before the EITC. EITC recipients would receive more credits. 
The revenue pickup from eliminating refimdability would be towered by about $100 imlhoii per 
year ($5.3 billion over 5 years).

These estimates are preliminaiy', technical re-esthnates now in progress will changes these 

figures slightly.
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Effect on Receipts of refundable portion of Educ. proposal for FY 1997 MSR 1/ 
Proposal is; Refundable credit for 1st 2 years (includes non-degree) 

1500/750 B- average freshman year 
$5000 Deduction for everyone else ($10,000 in 1999 and after)

80/100 phase out 
50/70 single 

(FY; in $ millions)

1997 1998 1999 2000 2001 2002 1997-02

revenue effect of the refundable / 
portion of credit 0.0

Department of the Treasury 
Office of Tax /Analysis

-0.9 -0.9 -1.1 -1.3 -1.5 -5.8

Dec. 18rT996

1/ estimate based on FY 1997 Mid-Session Review estimate. Technical re-estimate (work in progress) 
will change these figures slightly.
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Andrew M. Schoenbach 12/17/96 08:53:25 PM ‘V ,
- _ p,-(Y
Record Type: Record ' ^

To: See the distribution list at the bottom of this message

cc: Barry B. Anderson/OMB/EOP, Barry White/OMB/EOP, Robert M. Shireman/OMB/EOP
Subject: Education Settlements numbers - Pell

The numbers on the Department of Education Appeals one-pager includes the proposal to add 
discretionary funds to Pell as an alternative to the refundability and simplification components of 
the HOPE scholarship tax credit. Neither the Pell discretionary numbers nor the reduction in the 
HOPE scholarship tax credit are in our settled appeals tables. (Note: the Education Department is 
appealing to the President and the Pell proposal is part of the 0MB recommended settlement level ).

Bob Shireman has now given us the numbers for the Pell discretionary increase and guestimates for 
the offset to the HOPE tax incentive receipts proposal. However, because of the coordination 
needed between the receipts and discretionary tables to avoid double-counts, we are not putting 
the Pell numbers into our discretionary settlement tables for the Wednesday 9:30 meeting with the 
President.

In preparation for the eventual inclusion of this item in our collective tables, we need to review the 
numbers — especially the receipts, which, as indicated below, are just guestimates.

However, please don't change your tables until we hear from Barry.

/

Pell Addition to Discretionary (deltas to Passback): 
^ 99 00 01 ^

BA 958
OL 73

987 1016 1047 1078 5086 
1052 995 1022 1180 4322

Removal of Refundability and Simplification from the Receipts tax relief proposal we are currently 
carrying ("Provide tax incentive for education and training (HOPE initiative"):

Receipts........ 67 1083 1208 1485 1657 5500

Deficit Impact -1-6 -31 -213 -463 -477 -1178

Note on the Receipts numbers calculations. The above receipts estimates are guestimates derived 
as follows: Bob Shireman talked with Eric Toder at Treasury. They would not give him
year-by-year estimates but said the five-yr totals for Refundability and simplification were about 
$4B and $1.5B respectively, totaling $5.5B - these are the amounts we would reduce the current 
$32.253B HOPE tax incentive proposal if we do the Pell settlement in discretionary.

Bob suggested that it would be reasonable to estimate the year-by-year impact by calculating the 
ratio of the 5.5B five-yr total to the 32.253 five-yr total of the current proposal and reducing each 
individual year of the current proposal by that factor (.17053). The above numbers stream was 
calculated that way.



HOPE/PELL Policy Options
5-year (1998-2002) estimates 

($ in billions)

Tax credit/deduction:

Simplification:
Eliminate refundability:

Options for tax savings:

Pell independent student fix to 

offset loss of refundability:

Increase Pell Grant maximum $100

$32.3

-1.5
-4.0

4.0

1.5

Rev. 12/11/96 5 p.m.



HOPE/PELL Policy Options
5-year (1998-2002) estimates 

($ in billions)

Tax credit/deduction:

Simplification:
Eliminate refUndability: 

Reduce credit to $1400: -

Options for tax savings:

Pell independent student fix to 

offset loss of refUndability:

Pell “prospective income” accounting 

change to allow more dislocated 

workers to use Pell:

$32.3

-1.5
-4.0

^.0 to^.0^

4.0

Increase Pell Grant maxinium $35

Increase Pell Grant maximum $100
//

(yW ^

1.0

.5

1.5

Rev. 12/11/96 5 p.m.



S. A. Noe

12/13/96 09:15:33 PM 

Record Type: Non-Record

To:

cc:

Robert M. Shireman/OMB/EOP

Subject: tax deduction on student loan interest

This proposal was talked about in three different contexts.

1. In Feb 1995, Daschle introduced the proposal in S242, but it went nowhere. (No cost was estimated.)

2. Republicans listed the item in their "Family First" campaign document. (No cost was estimated.)

3. Last summer during the Reconciliation debates, the deduction item entered to HR2491.
According to the bill:
-- The maximum deduction is $2,500.
— Income phase-out is $45,000 for single filers and $65,000 for joint filers.
— The deduction is allowed for interest payments due after December 31,1995, on any qualified education 
loan. "Thus, in the case of already existing qualified education loans used to pay the qualified higher 
education expenses of the taxpayer or the taxpayer's spouse, interest payments will qualify for the credit 
to the extent that the 60-monlh period has not expired."
— The deduction is for the taxpayer or the taxpayer's spouse, not for dependents.

Randy at OMB Economic Analysis says that in August 1996, JCT did estimate the cost of this or other 
similar proposal. At that time, the cost stream was like this: $50 million in 97, $200 million in 98 and 99, 
and $300 million in 2000-2002. The total 1997-2002 cost estimate was $1.1 billion.

On Monday, I'll try to check with William Graham at ED (or Treasury people) to see whether this 
estimate was for HR2491.



HOPE OPTIONS
(cost estimates are rough)

Option 1: Maintain refundability of credit

• Cost can be reduced by $1.5 billion 1998-2002 through simplifications that are essential 
to reducing paperwork and the extreme complexity of the original proposal.

• $1.5 billion could be used on the mandatory side to:

Restore student loan interest deduction (it would need to be narrow and 
prospective at this price). The Democratic platform endorsed the concept, and the 
Republicans included it in their budget last year. Higher education groups 
strongly support.

Reduce the student loan origination fee by one percentage point (it is 3% in 
passback), or reduce the fee on loans to needy students by two percentage points.

Create a merit-based scholarship for low-income students. (Capped mandatory, 
provided to colleges based on Pell volume, disbursed to Pell recipients on the 
basis of merit. Maximum $1000 to top 10% of recipients).

Option 2: Eliminate refundability of credit

• The $4 billion cost of refundability can be eliminated, but would be criticized if 
comparable benefits are not provided to the poorest students in another way.

• Simplification saves an additional $1.5 billion, for a total of $5.5 billion available.

• The $5.5 billion could be used on the mandatory side to:

Reduce the borrower cost of income-contingent repayment (no proposal or cost 
estimate has been done).

Restore student loan interest deduction broadly. This could benefit many who are 
now out of school but have debt. Higher education groups strongly support the 
idea, but might not see this as sufficient recompense for elimination of 
refundability.

Establish a mandatory appropriation for the Pell Grant program (not an individual 
entitlement). Current discretionary spending would supplement this pot of funds, 
and appropriators would still set the maximum award each year. The additional 
funds could bring low-income independent students into Pell and assist dislocated 
workers (see below). But there is a danger that appropriators will use these funds 
to supplant the discretionary funds.



Option 3: Eliminate refundability of the credit and make Pell Grants an entitlement

• Refundability, which costs $4 billion 1998-2002, is essential to reaching poor students 
(particularly independent students now ineligible for the Pell Grant) with the tax credit.

• Independent students can be brought into the Pell Grant system at a cost of about $3.9 
billion over five years, which addresses the bulk of the refundability benefits issue.

• If refundability is eliminated and simplification is adopted, savings would total $5.5 
billion 1998-2002.

• Options for the other $1.6 billion in savings include:

Requiring the use of projected current-year income for dislocated workers in the 
Pell Grant system (approximate cost of $1 billion).

Increase the maximum Pell Grant by $100.

Restore student loan interest deduction (it would need to be narrow and 
prospective at this price).

Reduce the student loan origination fee by one percentage point (it is 3% in 
passback), or reduce the fee on loans to needy students by two percentage points.

Create a merit-based scholarship for low-income students (capped mandatory).
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