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August 20, 1997

VICU AMilMirniATJCM

FROM : -Jamfis B. Stedmoa
Specialist in Social T.egialatioa 
E^catioa and I*ubllc Welfare Divuion

SUBJECT ; Background on Single Independent Students and Working Dependent 
Shidents

This memorandum provides background infomialiau ou single iiulcpcndonl students »n4 
worldug depeedeot students at the postsecondary education level. It considers in particular; 
(1) the cuirem treatment of these studepla fay the Higher RducAdnn Act's (HEA) need analysia 
formula; (2) selected income deUt fur these studenu; and (3) proposed alternatives for their 
treatment under federal need analysis.

Current Treatment

At the outset, it is important to (iehne these student types. The terms depeivieni and 
indepeiulent refer hero to siudcuia' eligibility status fbr federal floancial aid. For Students 
considered dependent, parental income and assets must be included in the calculation of the 
amount evpected to be contributed toward the cost of attendance. For purposes of fedaral 
need analysis, a student is classified ps dependent unless he or she; is 24 years of age or 
older; is married; is onroilcd in a giarluate or prufessiunal program, has a dependent other 
than a spouse, is an orphan or ward of the court (or was a ward until ago 18); or is a veterao. 
Of special interest ferr this memorandum is the student considered to be a single independent 
Student. This student falls into one of three categories: he or she is single, and has no 
depeudenb (icrcnal to subsequcmly els a single childless independent student): he or she is 
married without any dependents other than a spouse who is uul curollcd in pustsocoudaiy 
education (referred to subsequently Os a married independont student with an uncnrolled 
spouse): or he or she is married without any dependents other than a spouse who is enrolled 
(icfciTcd to subsequently as a married independent student with an enrolled spouse).

iThe HEA's need analysis (Title *IV, Part F) determines what a student and his or her 
fhmliy Is expected to contribute toward college costs. In general, it does so by calmlnting 
contributions to be made^ Bom available income and from avall^le assets. The income 
conttibutioa is calculated by detexmlnlug the total income of a student and his or her ftmily 
calculating available income by subtracting a series of allowances from total income, and thu 
considering a percentage of that available income as an income contribution toward
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posiseconUary education costs ' A contribution from assets is similarly calculated. The 
combioaiioa of the available income contribution and asset contribution divided by the 
number of bdividuala in the family ciuuUol in college consUtuies the expected family 
contribution (EFC)

Among the allowaiicos piuviUcd gainst total income are so-called ''income protection 
allowances" (IP As); generally these are intended to reserve a portion of income for living 
expenses, protecting it from being ejected in contribution toward education costs. Of 
cuiieu interest are the IP As applied to income of single independent students and to that 
of "working dependent students. For the former, the statute provides three fixed (i.c., not 
adjusted annually for inflation) nllowanias: $3,000 for single childless independents; $6,000 
for married independents withunanroUed spouses; and $3,000 for married indcpcnd^ls with 
enrolled spouses Working dependent students have a fixed IPA of $1,750 applied to their 
own total income.

These IP As were established by the Higher Education Ameodmenta of 1992 when it 
created a single need axialyais fomtula for federal need-based student aid programs. 
Immediately prior to that time, there were two federal need analysis formulas in statute — a 
family contribution schedule (PCS) for Pell Grants, and the coDgrossiunal methodology (CM) 
for other HE A, Title IV need-based ab. These two formulas differed with regard to a host 
of factors, incloding the size ot various allowances against income the amounts expected 
from available income and assets to be contributed toward education costs'

To create the need analysis in current law, the Higher Education Amendmeats of 1992 
relied primarily on the CM. In doing art, it had to resolve substantial differences between the 
systems. The FCS allowances for aiijgle childless Independent students and for dependent 
students were substantially larger than those provided by the CM.* Fur Mingle childless

' Ihis l«t elemcnr — percentage coiUributinn — is identified subsequmfly in this memorandum 
iunnujiijesjmenrraie.

^ Clearly, the desenption above omits signifioant details. For a piocise dcliusafiou of of Iho EFC 
calculations, see; U.S. Department of Fdiicatton EfC J997-9S: The EFC Formula Book. 
Washington 1996. For depeudeut lUidoila, the EFC is a combinatkm of the cfimrihnrinn expected 
from parental income and assets, and the'eontribuliem from the rtudml’s own inoame and assets.

^ For tt discussion of thoao diffcrcuecB see; U.S. Library of Congress. Congroaaional Research 
Service Student Aid Application and Feid Analysis: the Higher Edueation Amendments of1992. 
CRS Report fcr Congress: 93-385 EPWby Margot A Schanet. Washington. 1993 (hereaflor cited 
as Schonet, Student Aid Application and Need Amlysis), and Fischci, Frakiick J. Some Algumcnn 
tor I Ismg a .Single Need Analysis or. Virtue May Be More That Its Own Reward. DroR. Proceedings 
fur the Seventh Annual Coti^^rtnceoftheUASSGP/tfCHElP Research Network Washmgten, 1990.

* Under the CM, a single childless tqdependent student hod on allowance for living expeoses of 
upto$60UfiareacbinaothwheDiiotenmIled(i.e., $1,800 for three summer months). In contrast, the 
FCS applied on allowance for liviug cApensa to these same studenii ($6,400 for 1992) that was 
CftlculAlcd AO diffcTBritly fr^im fho sHowbacas it Applied to ft&y othtf iiulvpMuloQt otuiloat or to a
dcpcndcni studait fcmily. This allowanu: reflected somfl moasurt of annual liviiig expenses nnd was 
updated each year for infletiaa, Similarly, the CM provided any todepcDdoa studoo:, other than a 
single cJuldless independent student, with an income allowance for living oqMues determined under 
the same rules as ia aUowouxa fix a (tepaidcm, studot family - covering annual living <tvpwiai»s and

I (continued...)
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independent students under the CM. it was assumed that the cost of attendance included 
sufflaent allowance for living expenaea for these students during the school year. In contrast, 
the FCS provided the single childless liidependent with an annual living allowance while the 
Pell award calculation was largely un^ected by the cost of attendance. For the working 
dependent students, it was assumed that the more generous allowances for family living 
expenses under the CM obviated any need for an allowance against their own income.

Nevertheless, the actual i^act of these differences on the overall expected contribution 
and eligibility for aid for individual students under either of these need analysis systems was 
strongly influenced by a host of other aspects, such as differences in assessment rates and 
whether a minimum contribution toward college expenses was expected for all students 
regardless of their income or assets (thie for the CM, but not for the PCS).*

Significantly, although the 1992 amendmeocs moved toward the CM treatment of 
allowances for these particular groups of students, they did not do so folly. The single 
childless independent student's allowance is not calculated to cover just living expenses during 
the summer months as it was under the CM, although it is fixed at a relatively low level. 
Also, current law has a dependent student income allowance, nnlilfB the CM which offered 
Qo such allowance. This only partial adoption of CM practices stemmed in part to an effort 
to limit the potentially negative impact that application of the CM allowances (or absence of 
allowances) might have had on Pell Eligibility of single independent students and working 
dependent students.

Despite thw efforta. Pell eligibility has been adversely affected for some students. For 
example, according to the U.S. Department of Education, single independent students' share 
of total Pell grants awarded dropped by over 6% and their average award fell by 15% 
between 1992-93 (under the FCS) 1994-95 (latest year for which detailed data are 
available under the new need analysis jsystem).*

I
The IP As under the cuaent analysis system for single independent students 

significantly limits the range of income over which these students will receive the TnaviTmitn 
Pell Grant compared to dependent students and independent students with children. Figure 
1 below compares the size of the Pelf Grant that a single childless independent student, a 
dependent student with no inccimft of Uk or her own, and an independent student with a rbiiH 
would receive in 1998-99, assuming a maximum Pell Grant of $3,000 with the IP As provided 
in current law. Costs of attendance are assumed to be sufficiently high not to affect the 
calculation of the Pell Grant.^

inflated annually. With regard to dependent student's income, the CM had no aDowaoce for living 
expenses against that income; the PCS' provided an indexed allowance ($4,200 in 1992 for an 
unmarried dependent student).

* For a discussion of the interplay of some of these elements, see Sebenet, Student Aid 
Application and Need Anaiyslt,p.i-10. '

* U.S. Departramt ofEducatian. Fiscal Year J998: Justifications of Appropriation Estimates 
to the Congress. Volume 2. p. L-23, 'V^asbington, 1997.

^ Under this assumption, the sise of a student's Pell Grant is equal to the maxiinum PcU Grant
(continued...)
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Figure 1 Pell Orant Awards for Difinjxent Types of Studenli

To illusirate the impact of the li*A for a dependent student's own income, the figure 
below shows the Pell Grant awards for a dependent student whose own earnings are $1,750 
(the current IP A) and for a dependent student with income of $4,500 (slightly less than the 
average own income of dependant stiidents). As shown in this figure, when the dependent 
student's own income rises above the IP A, the result can be a precipitous decline from the 
tnaximiim Pell Grant occurring as the parents' income first exceeds $12,000' and a reduction 
in assistance for subsequent levels of jiarental income.

rmcri)
minus the EFC. A oomber of odiv sinqiliiying assumplioiu have hw" in order to calculate the
Pell Giant levels in this and other figures in this mgminvKh"" Ammig these assomptioDS arc the 
following; individuals and fiunilies are aiESumed to have no assets; all income is from employment; 
and students are aasunied to be enrolled fuU-tnne. For the dependeoX student, it is assumed that there 
are two paioits and two children, only one of whom is enmllatj ui college. Finally, it should be noTni 
that in calculating the EFC for each studeiirt, the Rarned Income Tax Credit was inchidwt imHftr those 
circumstances in which it could be

' For parental inentne through'$12,000, the need analysis automahcaily provides these 
families with a zero EFC.
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Figure 2 Pell Qranl Awarda for Depeniknt Students with Diflfarent Amnunta of Own 
Income at DifFerent Levels of ParenU^ Adjusted Oiuss Inujmc, 1998-99

The recent cnactmeni of the Hppe Scholarship ha * been identified as an issue for 
consideration of aid to those gr oups uf aludems. The Hope Scholarship is a non-refundahle 
tuition tax credit for 100«/. of the first' $1,000 o£ qualified tuition and fees ami 50% of the 
next S2.0U0 of qualified tuition and fees.* Qualified tuition rmd fees are those amounts of 
tuition and ftes not covecd by certain nlther financial aid, including Pell Granu. The bulk of 
the Ilope Scholarship benofits are targeted to individuals with incomes above those typically 
eligible for Pdl Grants. This may increase the importance of considering the level of Pdl 
Grant assistance being made available iJ low ineomc nembers of the groups of sludoirls under 
analysis in this memorandum

I

To the Boent that the cli^bility fori Fell Grams is expanded for these groups of students, 
their receipt of Hope Sdbolar^ips may be advarsely affected. Although the Administraliou's 
original proposal of a one>for-one reduction in the sue of the Hope Scholarship for each 
dollar of Pdl asautonce received was mil adopted, the receipt of Pell aid can work to reduce 
^e allowable Hope Scholarship. Tljia may occur, for example, when the Pell Grant is 
increased sufficiently to reduce qualified tuition and fees bdow the applicant's fedeial income 
tax liability. Table 1 below compares the distribution of Pell Grant awards in 1998-99 
(osaumiog a maxiniiim Pell ofS3,000) and Hope hchniarships to a single childless independent 
enrolled in a public 4 year college uudp two different IP As - cunreoi law ($3,000) and the 
level proposed in the PY1998 budiet request ($9,150). The reduction of the Hope 
Scholarship can be seen &r incomes he^een $9,000 and $ 12,000 (o.g., at $9,000 in adjusted
gross income and the current law IP A
income level when the IPA is raised t» the budget request level). Nevertheless, the loss In

the Hope Scholarship is $348; it falls to $220 at that

* See: Joint Cammitto on Taxarim Summary of Pfvyisioru of H.R, 2014, The
“Tui,puyer Relief Act of 1997". JCxW97. Angnst 1. lSiy7. This is availahlo at:
htq>://www.housa.gov/wa)i_ineaas/jttaxBuin.btin.
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Hope Scholarship assiatence ai this hi^r IP A appears to be outweigheii by the increased 
amount of Pell aasLsunce revoivod. i

Table 1. Eligibility of Single Cbildleis liidcpcuJent Student for 
Pell Chants and Hope Scnolanbipi by Adjusted Cross Inconie 
up to $20,000, Anendaiice at 4 Year Public College, 1998.99

1
Income Preitctloa Xllowanca 

Under Current Law
Iac(m>e Protection Allowance 

Prspoted in FY1998 Buduel Beuueii
1997 

Adjusted 
Grusi Income Pell Grant

Hope
Schnlanhln Total Poll Grant

Hope
Sebalarahlp Total

: i $3,000 $0 $3,000 j.i.noo $0 $3,000
Sl.OOO S3.000 $0 $3,000 S3:ooo so $3,000
$2,000 $3,000 so $3,000 $3,000 $0 S3.U0U
$3,000 $3,000 $0 $3,000 $3,000 so $3,000
$4,000 $3,550 $0 $2,550 $3,000 $0 $3,000
SS.flOO $2,050 so $2,050 $3,000 $0 $3,000
S6.000 $1,650 $0 $1,650 $3,000 $0 $3,000
$7,000 $1,230 $39 $1,389 $3,000 $39 $3,039
$8,000 $950 $194 $1,144 $3,000 $194 $3,194
$9,000 $.130 $348 $898 $3,000 $220 $3,270

$10,000 $400 $503 $903 $3,000 $221) S3.220
$11,000 $0 $657 $657 $2,950 $270 $3,220
$12,000 $0 $812 $812 $2,350 $670 $3,220
$13,000 $0 $966 $966 $2,150 $966 $3,116
$14,000 $0 $1,121 $1,121 $1,750 SU21 $2,871
$15,000 $0 $1,273 $1,275 $1,450 $1,273 $2,725
$16,000 SO $1,430 SI.430 $1,0.50 $1,430 $3,480
$17,000 $0 $1,300 $1,300 $650 $1,300 $2,150
$18,000 $0 $1,300 j $1,300 S4LU $1,500 $1,900
$19,000 su $1,500 $1,500 $0 $O00 $1,500
$20,000 sol $1.500!

$1,500 $0 $1,300 $1,500

Pell Omnt U ict et $3,(X)0. Current Uw iuoouie prelection allowance for stQ£le eniirn.ju indcpeiujent is 
S3.UtX)~. PY1991t _______________________

Income Data for Single ladepeailuit and Dependent Studeuta

This section provides some daja on the income of single independent students and 
working dependent students. Thesi; data were derived from the U.S. Department of 
Education's (ED's) 1995-9(5 Neiioual ]’ostaecondary Student .Aid Study (NPSAS:96).'“

This is a study ot studenl and parental financing of posuecondary education based on a 
uauoiially leproacnhtUve sample of SQld^ At this juncture, these daU are preliminary and 
unofficial
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Single Independent Studenu. The three groups of single independent students 
difTer significantly in the number of su^ students in the undergraduate student population and 
their average level of total income. Inere are over 3 .S miUion single independent students 
enrolled in postsecondaiy education at the undergraduate level. Most of them are single 
childless independent students (80%), while a much smaller portion are married with 
unenrolied spouses (16%) or married with enrolled spouses (3%). Average income is 
markedly higher for married independent students with unenrolied spouses ($31,000), nearly 
double that for the other two groups of students (between S16.300 and S17.200).

As shown in the table below, the current IP As cover the full income of relatively 
modest portions of these students - 13|.4% of the single childless independent students (that 
is, this percentage of these students nave income that falls below the relevant IPA level of 
$3,000); 8.3% of the married indep^ent students with unenrolied spouses (cumulative 
percentage with income below $6,0(|0); and 5.7% of married indcpc^ent students with 

enrolled spouses (the percentage with income below S3,000). The most expansive liberalizing 
of the single independent student IPAs proposed to date is that of the Administration’s 
FY1998 budget request."

Table 2. Income Data of Single Independent
Undergraduate Students, 1995-96

Ringla Child let*

Mamed
IndependeLl Students 

With Uocniclled 
Spouses

Maoied
Independent Studenu 

Wim Bmolled Spouses

All Income Level,

Total Number of 
Studenu

2,828,00( 1 582.000 123,000

AvCTBgB ToUl Income $16,300 $31,400 $17,200

PcrcwlofSiui IodU to DUferail Inecnxe Range,

Below J3.000 13.4V, 4.6% 5.7V,

S3,OOOtoS5.999 3.7% 19.5%

$6,000 lo $8,999 12.5H 4.SV<. 8.9%

$0,000 to $U,999 10.0% 4.5% 8.9%

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

$15,000 and above 42.2% 74,7% 43.1%

Source: CRS caloulatiooa from NPSAS:96.

Dependent Students. Aca rding to NPSAS:96, there are 8.2 million dependent 
students enrolled in postsecondary education at the undergraduate level. On average, each

" The single chiIrfleM indcpendcD. IPA would be S9,150 for 199S-99; $12,030 far manied 
independents with taonmlled spouses; and $9,980 for manied indepeodaots with enrolled S3»ouses.
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of these student has approximately $4,510 in own income. For 34% of them, their own 
income is at or below the current IPA of $1,750. Tabic 3 below shows the average own 
income of dependent students by various levels of parental income. In general, the average 
level of dependent students' own income rises as parental income rises. For example, when 
parental income is less than $12,000| the average own income for dependent students is 
$3,230, at a parental income level of be^een $20,000 and $24,999, the average own income 
for dependent students is $4,190, and, at a parental income level of $50,000 or more, average 
dependent student income is $5,030.

Table 3. Average Own Income for Dependent 
Und^raduate Students 

by Parental Income, 1995-96
Psreaul locame Dopmdail Stwleati' Average 

OwD Inraue

All ioeome levels $4.ilCi

LMithAn$12,00Q J3.230

$12,000 to S19.999 $3,720

$20,000 to $24,999 $4,190

$23,000 to $29,999 $4,450

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

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

$30,000 an4 abovo S5.030

Soune; CRS estiinataa fra nNPaAS;96,

Table 4 below provides a more detailed breakdown of the distribution of dependent 
students by th^ level ofown income and their parents'income. Over a third (36.5%) of all 
dependent students have own incomt that is below $2,000. Well over half (58.9%) have 
income that falls below $4,000 (36.5% jlus 22.4%). The limited amount ofown income for 
dependent studeaits from iow-incomc families is shown by this table. Slightly more than a 
tenth (10.5%) of all dependent students come from ftmilies with parental income below 
$12,000; over half of these students haVe own income of less than 52,000 (5.6% is 53.3% of 
10.5%), In contrast, for the 46.9% of dependent students who come from families with 
incomes of $50,000 or more, fewer that a third have income below $2,000 (14.5% is 30 9% 
of 46.9%).
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Table 4. DiitribuUoo ol 
and Par

Dependent Students by Own Income 
mtal IncoIn^ 1995-96

J)tpmd4 It StudanPt Own imeom e

Below
$2,000

$2,000
to
$3,999

$4,000
to
$5,999

$6,000
to
S74>99

$8,000
to
S9.999

$10,000
and
above Total

Parental Income
Below $12,000 5.6% 2.1% 1.0% 0.6% 0.3% 1.0% 10.5%
$12,000 to S19.999 3.7% 1.7% 1.1% 0.6% 0.5% 0.7% 8.3%
S20J100 to $24,999 2.4% 1.2[a 0.9% 0.6% 0.3% 0.5% 6.0%
$25,000 to $29,999 2.2% 1.2% 0.7% 0.5% 0.4% 0.7% 5.7%
$30,000 to $39,999 4.1% 2.7k 1.6% 0.9% 0.6% 1.2% 11.1%
$40,000 to $49,999 4.0% 2.6% 1.9% 0.8% 0.8% 1.4% 11.5%
$50,000 and above 14.5% 10.9% 7.9% 4.0% 2.9% 6.7% 46.9%
Toul 36,5% 22.4% 15.1% 8.0% 5.9% 12.1% 100.0%
Source; CRS estimates from NPSAS;96.

Proposed Altenutives to Treatment of Single Independent Students and 
Working Dependent Students Linder Federal Need Analysis

ESbrts to increase the IP As fo r sin^ independent students and working dependent 
students are being undertaken during tt e 105th Congress largely in the context of expanding 
Pell Grant aasistaDce. The discussion below begins with a consideration of the alternatives 
included in the President's FY1998 budget request, in H.R^ 1435 (College Access and 
Affordability Act of 1997) introduced by Representative Clay, et al., and in S. 426 (Better 
Financial Aid for Working Students of 1997) introduced by Senator Dodd.

Id bis FY1998 budget, Preaid^ Clinton called for an amanrimmi to the HEA need 

analysis formula to expand ain^e ind^eodent students' eligibility for Pell Grants and other 
federal need-based aid by providing them with IP As calculated in the same fashion as those 
for all other students. For 1998-^9, the IP As would be $9,150 for single childless 

independent students; $12,030 for married independents with unenrolled spouses; and $9,980 
for married independents with enrolled spouses. These changes are part of a broader effort 
by the President in the area of college aid which includes inaeasing the mnYimiim Fell to 
$3,000 for 1998-99 (from $2,700 for 1997-98) and creating new postsecondary tuition tax 
credits. The House and Senate > ippropriations Committees have reported FY1998 
appropriations legislation for ED which includes funds to raise the maximum Pell Grant to 
$3,000. In addition, the House Apprppiiations Committee has also included $528 million. 
According to the House Committee;

enaci

im ni

This additional amount will ijcauun available to finance changes in the Pell grant 
eligibility if subsequently 
committee of jurisdiction is 
Act and specific revisions in 
dependent students. The Cot

ted. The Committee notes that the authorizing 
cjureofly considering changes to the Higher Education 

the ^gibility provisions for both independeat and 
ittee encourages the authorizing committee to enact
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sditiously so that studeau may receive the beosSt of 
Dvidad for student aid in this bill.'^

H.R. 143 S proposes ebonies 
wnrWing dependents'IP A. For the 
for single chiidleaa indepeodenu and mai 
for mdiried iadepeudeau with uaeor 
be raised to $4,200. S. 426 would rai

fom er,

oiled

and participatioa for these groups of st 
and potential long term finaocial costs

the sbgle independent students’ IP As and to the 
, the bill would change the current IF As to $6,000 

independents with enrolled spouses, and $9,000 
spouses. The PA for depeudem students would 

the dependent student ITAto $3,500.

Any of the proposed changes discussed above would increase Pell Grant eligibility
udeuiB. Those changes would come with immediate 

To assist you in considering the immediate costs of 
changes to the IP As for fhe.se students, we have prepared a series of preliminary cost 
estimates of some of the alternatives described earlier, os well as others, using ED's Pell 
Grant Model (veraion The first estimate below (option 1) is fur the Pell Grant
program as it would be funded by he House and Senate Appropriations Committees 
(maximum grant of $3,000, no change in IP As). Option 2 is a variant on S. 426 (dependent 
sfudeni IPA raised, but no change made to the asaasamait rate) Option i applies the single 
independent IPAs proposed in H.R. 143'p as well as the S. 426 increase in the dependent IPA. 
Option 4 applies the two ohongea propo^ by H.R 1435. Options S through 7 make $ 1,000 
increments in the single independent student IPAs, starting from the current law level. The 
dependent studetu IPA In each of these options (S-7)is set at a level sufficiently high enough 
for the aggregate dtanges in IPAs tu urusuuic the $528 million that the House Appropriations 
Committee provided for such ohanj es. As a result, for those opdona the dependent IPA
drops as the single independent IPAs rise. Finally, option 8 shows the estimated costs for 
changes to single independem studems' jpAs proposed in the Administration's FY1998 budget 
request.

"U.S. House of Represemativa. House Apprapriaiknu Committee. Departments of Labor. 
Health and Hyman Serviooa, and Education, caui Related Ageneigs Appropriation Dill, l'J98. House 
Report lUi-205 to armmpanyH.R. 2264 Washington, 1997 p.I63

The bill also would change the kssoasmoot rate currcolly applied to Hrpr.nHmt students’ 
available income from 50% tn 3.5% for available income of $1,500 or less, and 50% for available 
income in excess of $1,500.

As you knmv CRS does not maki officul oost estimates of ibdaral programs or logisJativo 
proposals. This is the rtspoosbiliiy of the (InngreMinnal Budget Office which uses a different mnde] 
tu cstiiuate costs uf (ho Pell Oraul pnignuh.
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Tables. Impact of Cha 
on Pell Grai

iges in Income Protection Allowances 
t Program Costs, 1998-99

Opdan U

Mxri- 
mum Pell 
Grant

IPA for
Slngls
ChUdlMI
Indepcn*
dent

IPA
Mai
laiU
dani
Spot
Not
Ear

for
Tied
pen-
*
uo

>Uad

IPA for
Married
iBilepcn-
dant,
Spooio
EaroUad

IPA for 
Depen- 
df^ 
Student

EiHmated 
Frograa 
CofU (In 
bilUmu)

EiHmated 
Racl- 
pknti (In 
millions)

1 S3,000 $3,000 $6,0 OO $3,000 $1,750 $7,083 3.791

2 $3,000 $3,000 $6,0po $3,000 $3,500 $7,409 3,912

3 $3,000 $6,000 $9,0 w $6,000 $3,500 $7 826 4.060

4 $3,000 $6,000 $9.Q00 $6,000 $1400 $7,922 4.100

5 $3,000 $4,000- $7.000 $4,000 $3,855 $7 611 4.002

6 $3,000 $5,000 $8,000 $5,000 $2,960 $7,611 3,983

7 $3,000 $6,000 S9,o|o0 $6,000 $2,275 $7611 3.968

8 $3,000 $9,150 $12,1)30 $9,980 $1,750 $7,788 4.009

Note: BxtimAtas prognun oosb incliule adffiifl 
Source: B«tinixtm fay CRS luiag U.S. Depxrt

listntivB coat allowinow.
Hunt of RAwMijnt^ peU Ornni Model 98a.

Based on the estimaies presmtu above and other estiinates we have made, the costs 
of the Pell Grant program appear to inc :eaae more for each $ 1,000 increase in the dependent 
student's IP As than for each $1,000 increase in the single independent students' IP As (a 
simultaneous $1,000 increase in each IP A). It costs approximately $180 to $200 million for 
each $1,000 increase in the dependent student IP A. ’This appeara to be relatively constant 
regardless of the IPA level from which one begins. In contrast, changes of $1,000 in the 
single independent student IP As (a $1,000 change in each) are less costly and appear to 
diminish somewhat in cost at higher IPA levels. For example, moving from Single 
independent IP As of $3,000/$6,000/$3,000 (IPA levels for single childless independents, 
unmarried independents with unenroUtd spouses, and unmarried independents with enrolled 
spouses, respectively) to $4,000/$7,00q/$4,000 would cost approximately $149 millioa But 
shifting from $4.000/$7,000/$4,000 to $5,000/$8,000/$5,000 has a price tag of only roughly 
$139 million, or 7% less than the previous estimate.

With regard to future costs of the Pell program, liberalizing IP As will raise the cost 
of subsequent increases in the size of tne maximum PelJ GranL These increased costs arise, 
in part, from the expansion m the nunber of Pell recipients at higher IPA levels. Each of 
these newly eligible redpients will tl emselves receive larger Pell awards if the maximum 
award is raised, fueling growth in co its. The increase in estimated recipients is shown in 
Table 5 above For example, increasioj the single indq>endent IP As to $6,000/$9,000/$6,000 
and the dependent IPA to $3,500 (op^n 3) boosts the estimated number of P^ recipients 
by an estimated 269,000 students ^ove the number of recipients estimated for the Pell 
configuration fiindcd so fer by the Htniie and Senate Appropriations Committees for FY1998 
(option 1). The impact of large numiw^ s of leopiflots on the costs of increasing the
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grant can be roughly measured by bold og constant the IP As of options 1 and 3 raising 
the Pell Grant maximum.*^ An increas i of $300 in the maxixnum (up to $3,300) for option 
1 raises the estimated program costs by $903 million to S7.98S billion. Increasing the 
maximum to $3,300 for option 3 without change to the IP As pushes up estimated program 
costs by $961 million to $8,787 billion. Thus, the $300 increase in the maximum grant cost 
$58 million more under option 3 than v nder option 1.

Concluding Observations

Determining where it is appropriate to set the IPAs for single independent students 
and working dependents depends upon a host of factors. As was delineated above, the levels 
set in 1992 were a compromise between the levels set in the FCS and the CM need analysis 
systems. An u^erlying assumption behind the CM system appears generally to have been 
that dependoit studoits' own income an<| that of «ngl^ i^^oideni students should be largely 
devoted to educational expenses, and school year living expenses would be reflect^ in 
the calculation of students' costs of attendance. This approach was carried somewhat into the 
new system aeated in 1992. Bu^ giveA that those changes have had adverse consequences 

for some students, the compromise rea died seven years ago is now under debate.

The preceding analysis of the int ome distribution of single independent students and 
dependent students shows that the cu^ent IPAs for single independent students cover all

' oil such students and a more significant portion of 
sed changes in the IPAs could substantially increase 

the portion of each of these groups of sti dents whose income would be equal to, or less than, 
their respective IPA.

Somewhat complicating the choice of new IPAs are the hnancial consequences of the 
various alternatives considered above. At the outset, changes in IPAs generate immediate, 
substantial increases in Pell Grant projram costs. Further, given the expansion of the Pdl 
Grant recipient pool due to higher IPAs, the cost of subsequent inaeases in the mayimum pell 
Grant is raised.

In ntWitinn jncreanas jo thfi wiavimi
coQtributiag to higher costs as well.

m Pell, by themselves, increase the number of recipients.



September 29, 1997 

To: Barbara Chow 

From: Barry White/ ^

Subject: Materials for appropriators

Pell grants. We promised the appropriations staff paper on the Pell grant Independent Student 
issue. Bob Shireman and my staff and Education have agreed on a graphic and text presentation 
of our first alternative for Pell Grants/Independent students: $528 million (the House BA amount 
over the amount needed for the $3,000 max award), all for Independents. Attached are:

Graphs (as Mioduski asked) that compare (a) current law, independents and dependents; 
and (b) how the “gap” for independents would be filled by our alternative.

A text explanation in greater detail.

If you think now is the time to get these to the Hill, here they are.

America Reads under current law. We have layouts for how to do this with one authority (title I 
demos or FIE), two authorities (Eisenhower + FIE), or three authorities (Eisenhower + FIE + the 
Extended Time and Learning authority). There are also sub-options using the National Institute 
for Literacy for some functions. Jack was especially interested in the Eisenhower + 1 approach, 
which we have. Shireman needs a little more time here to work with ED on the right 
presentation. We’ll be back to you later today, I hope, with something.

Charter Schools. Cheryl Smith was especially negative on the increase for Charter Schools, citing 
significant management or quality issues that have arisen in a number of sites. We said we would 
get her something on this. We have a two-pager, also attached, that does this, noting in particular 
that of the 500 Charter Schools now out there, only 19, none of which got Federal funds, have 
been revoked, are in hearings, or failed to get underway. It also notes the provisions in the 
Federal law that help forestall such problems. I don’t know that anyone other than Cheryl needs 
this, but you can supply it to all of them.

POL Welfare to Work S&E. You should have gotten the paragraph Larry worked out with DOL 
to support making “the majority” of the 75 FTE term appointments or temporaries, to be available 
for the grant application/approval rush, the remainder to be there for monitoring through the 
program period. Darla should have gotten this up there Saturday; I’ve attached it as well.

I don’t think we owe any other paper, but if I’ve missed something, please let me know.

c: Shireman, Lew, Upshaw, Keiffer



The Gap in Pe Grants for idependent Students
and HOPE Scholarships

Effect of Current Income Protection Allowance:

Single Independent Students without children vs. Dependent Students

PELL + HOPE by Income

Dependents 

Single Indep

Income ($)
Current IPA: $1,750 for Dependents and $3,000 for Independent s without children 
Proposed $3,000 maximum Pell
Dependent s: Family of four-Both parents working. One in college; Student earnings =$2,000



Fixing ti e gap 'n Pe Grants for ndependent Students
with $528 million

Single Independent Students without children at Alternati\^ Income Protection Allownance
vs.

Dependent Students at Current Incom Protection Allowance

PELL + HOPE by Income

Dependents 

Single Indep

Income ($)

CuircnllPA; $1,750 for Dependents and $7,00 for Independents without children 
Proposed $3,000 maximum Pell
Dependents: Family of four- Both parents working. One in college; Student earnings = $2,000



FILLING THE STUDENT AH) GAP:
Pell Grants for Independent Students without Children

What IS the problem? Under the current student aid fonnuJa, some adult students (those who are 
over 24 or veterans, ^d are either single or married without dependent children) can be quite 
poor but still not eligible for a Pell Grant. This result is due to a change in the 1992 
reaudiorization of the Higher Education Act that eveiyone involved now agrees went too far in 
restnctmg die mdependent student eligibility for aid. The current formula protects only $3,000 
of a smgle mdependent student’s income before assuming that a substantial portion can be used 
for college expenses (this “Income Protection Allowance” or IPA is $6,000 for a married couple 
without children, if one is going to college, and $3,000 if both are going to college). Under the 
current formula, even with a $3,000 maximum grant:

► A single, minimum wage worker ($11,000/year), age 26, receives no Pell Grant.

► A married student whose family income is only $14,000 receives no Pell Grant.

How many people are affected? The low IPAs for these categories of students both result in 
lower Pell Grants for some of the poorest students, and no Pell Grant for many others (like the 
above examples). More than half a million current students are short-changed by the current 
policy (a portion of the 673,000 current recipients, and 218,000 more independent students who 
would become newly eligible under the Administration’s proposal).

But won 7 they receive the HOPE Scholarship? They will be eligible for little or no HOPE 
Scholarship because their income is so low that they do not pay enough taxes to be able to 
benefit substantially firom a tax credit.

Why fix it now? The historic education tax cuts and increases in Pell Grants open the doors of 
collep to virtually all lower and middle income individuals ... except to this group. The 
Admimstration recognized this problem, proposed to fix it, and fought to include it in the Budget 
Agreeinent. This is a major category of students who will not be able to enjoy a $1,500 benefit 
from either HOPE or Pell The job of opening the doors of college to all must be finished by 
ensuring that the needs of a whole category of students are not ignored.

How much help do they need? The goal of the Administration’s plan (increasing to IPAs of 
$9,150/$n,030/$9,890) is to ensure that all low-income students, through HOPE, Pell, or a 
combmation of both, would be eligible for at least $1,500. The Administration plan is’almost 
precisely what is needed to accomplish that goal for the single independent student and a married ' 
student whose spouse is not in school. It doesn’t go far enough for those couples where both are 
m college. There is no extra room: lower IPAs simply move these students further from the goal
of at least $1,500 in aid that has been set out for virtually all other lower and middle income 
students.



Income Protection Allowance 
(single/married/married with 

both in college)

Minimum HOPE + Pell 
(goal is

$1,500/$1,500/$I,500)

Number of
new

recipients

Additional
Cost

$9,150/$12,030/$9,890 $1,500/$1,425/$1,100 218,000 $725 million
$8,000/$ 11,000/$8,000 $l,500/$l,275/$850 192,000 $628 million
$7,000/$ 10,000/$7,000 $l,358/$975/$750 163,000 $528 million
$5,500/$8,500/$5,500 $l,058/$675/$625 109,000 $355 million

Current IPA Minimum HOPE + Pell Number of 
recipients

Baseline
Cost

$3,000/$6,000/$3,000 $608/$225/$400 673,000 $1,155
ihillion

What about dependent student earnings? Another group that some have suggested are at risk of 
being left out are poor families in which a dependent student has earnings (such as from a 
summer job). The current formula only protects $1,750 of dependent student’s earnings, which 
means that his or her eligibility for Pell Grants could quickly be diminished even if the parents’ 
income is quite low. Fbdng this problem costs about $50 million for each $250 that this IPA is 
increased. Protecting twice as much income ($3,500) as some have suggested would cost $350 
million.



Public Charter Schools

Although nearly 70% of the nation’s 500 charter schools are less than two years old, early 
evidence indicates that charter schools are an effective component of school reform. Perhaps 
most important, many charter schools appear to focus on the needs of at-risk students and other 
youth who traditional schools may not serve well. Nonetheless, recent press reports have 
highlighted fiscal mismanagement and other problems in a few charter schools (none of which 
receive Federal funds); in reality these problems involve less than 1% of the existing 500 charters 
schools (see below for details).

The Administration believes that charter schools make a significant contribution to innovative 
reform and to expanding parental choice. The Administration supports the approach that charter 
schools offer; they combine holding schools accountable for improving student achievement, 
extensive parental involvement, programs tailored to meet the specific needs of students, and 
motivated teachers who have a stake in school decisions — in short, components that research 
shows generally lead to effective reform.

Charter School Achievements

Several recent studies and reports draw positive conclusions about charter schools. The following 
information is drawn from the first report from Department of Education charter schools 
evaluation (that evaluation will provide student achievement data beginning next year), from 
Hudson institute studies, and from a variety of press reports.

The reports have found;

0 Improved student achievement. According to a Hudson Institute report on charter school 
parents’ assessment of their children’s performance, special education and LEP students are 
making gains in their charter schools. Special education students performing in at “excellent” 
and “above average” categories increased by 21%, and for LEP students by 20%. Achievement 
in specific schools has improved, for example, in the Vaughn Learning Center in Los Angeles, 
the median 4th grade reading score among English-speaking students rose from the 19th 
percentile in 1994-95 to the 37th percentile in 1995-96 on the California Test of Basic Skills.

o No evidence of creaming. Charter schools include about the same proportion of high poverty 
students as regular schools (about one-third) and many charter school States give preferences in 
granting charters to schools that serve at-risk students. Over 40% of families who choose charter 
schools have annual incomes below $30,000. About one-fifth of the charter school parents say 
their child is a slow learner and needs extra help.

0 High level of racial diversity. Charter schools have far higher minority representation than 
regular schools - about half (48.4%) of charter school pupils belong to minority groups, 
compared to one-third in regular schools. Most States include strong equity provisions to ensure 
racial balance. In addition, minority families often find that charter schools serve their children 
better than traditional schools. Of families with children in charter schools, African Americans



and Native Americans were most likely to feel that their children’s needs were not being met in 
their previous school; Hispanic and Asian parents are more likely to report that their child’s 
previous school was unsafe.

o High level of parent satisfaction. In Massachusetts, 80% of parents found the charter school 
their child attends to be better than their previous school and 95% planned to continue to send 
their children to charter schools.

Recent Controversies

o Four schools have lost charters: accountability mechanisms seem to be working. Of the nearly 
500 charter schools, four have lost their charters, one is now going through a hearing process, 
and 14 charters in Michigan were revoked because the planned schools were never established. 
None of these receive Federal charter school funds. Here are the details:

* two were closed due to financial mismanagement, one in Arizona and one in California
* one in California was closed because the partnership between a community-based

organization the school’s teachers fell apart.
* one in California was closed due to safety violations and failure to meet its enrollment goals
* one in Washington, D.C. is in the hearing process due to an incident between the school’s

principal and a reporter.
* the 14 charters in Michigan were revoked because the schools were never established and the

limited number of charters were needed for other applicants.

Some believe that the swift closure of problematic charter schools is a sign that oversight and 
accountability mechanisms are working.

0 Test scores in Michigan not a valid comparison. A recent Education Week article (9-24-97) 
reported that students in charter schools didn’t do as well as students in regular schools on the 
State’s tests. The article also pointed out that the data is not particularly useful since many of the 
charter schools had only been open a few months and the charter schools serve a disproportionate 
number of at-risk students.

The Federal Program Helps Ensure Quality

The President’s request of $100 million will help establish up to 500 new charter schools in 
addition to those supported in 1997. The request level helps support the dramatic growth in the 
demand for charter schools and also provides more funds per school to address the biggest 
obstacle to estalishing new schools, the lack of start-up funds. Because the Federal program 
includes certain requirements and assurances, it also helps establish charter schools that are of 
high quality and that serve the needs of their communities. These include requiring grant 
recipients to have an academic program that helps all students meet challenging State standards 
and to provide all students in the community equal access to the charter schools.



The conference agreement includes $131,793,000 for Program Administration. The funding 
provided includes $6,200,000 to support 75 FTE to design, implement, and administer the new 
Welfare-to-Work grants program. The conferees expect that the majority of these new positions 
created wll be filled by term Federal appointments lasting no more than three years. The 
primary workload for this new program will consist of administering the large volume of grant 
and contract proposals in fiscal years 1998 through 2000. In fiscal year 2001, about half of the 
75 positions will be required for grant and contract closeout, and evaluation activities.

g:\data\wtowork\confadm.926





S. A. Noe

10/03/97 09:22:59 AM 

Record Type: Record

To: Robert M. Shireman/OPD/EOP

cc: Wayne Upshaw/OMB/EOP
Subject: Re: America Reads and Pell Grants^

FYI — More precise estimates

Based on February assumptions

IPA Levels Min Cost ($M) Recips (000)

Single/Married Indep 
6500/9500

Dep.
2250 $7,609 3,828

$7,609 3,965

true 500

6000/9000 2250 current 400

*$7,609 million equals $7,438 million (House funding level) plus $171 million in surplus (old projection).

Based on Midsession assumptions

IPA Levels Min Cost ($M) Recips (000)

Single/Married Indep 
5250/8250

Dep.
2250 true 500 $7,534 3,829

4850/7850 2250 current 400 $7,534 3,972

*$7,534 million equals $7,438 million (House funding level) plus $96 million in surplus (new projection).
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S. A. Noe

10/03/97 11:06:47 AM 

Record Type: Record

Robert M. Shireman/OPD/EOP, Wayne Upshaw/OMB/EOP

cc:
Subject: Independent constant

Using a rule of thumb:
$140 million for an increase of $1,250 for independent IPAs 
$50 million for an increase of $250 for dependent IPAs

Based on February assumptions

IPA Levels Min Cost ($M)

Single/Married Indep Dep.

6890/9890 1750 current 400 $7,609

*$7,609 million equals $7,438 million (House funding level) plus $171 million in surplus (old projection).

Based on Midsession assumptions

IPA Levels Min Cost ($M) Recips (000)

Single/Married Indep Dep.

5740/8750 1750 current 400 $7,534 3,972

*$7,534 million equals $7,438 million (House funding level) plus $96 million in surplus (new projection).



10/16/97 THU 15:21 FAX 1 202 835 0004 NAICU @003

MEMORANDUM
To: Sarah, Maureen
From: Melanie 
Date: October 16, 1997
Re: Pell Models -- True Miniraums and Independent/Dependent Fixes

With so many possibilities for change, I thought it would help to look at the impact of changes 
individually. This helps look at incremental changes and how they interact... these are the changes at the 
margins of the current proposals so the increments will shift but it helps...

Some basic guidelines on the impact of changes;

• $400 True Minimum: Frees up approximately $38 million - loss of 1 11,635 recips 
(Note: $300 increase in max Pell, gain 141,273 recips - net gain of approx. 30,000)

• $500 True Minimum: Frees up approximately $62 million - loss of 173,980 recips 
(Note; net LOSS of 30,000 from $300 increase in max)
Cost of raising Indep IPA $100 - $12 million, brings in 3,700 new recips 
Cost of raising Dep IPA $100 - $20-22 million, brings in 9,000 new recips 
Single Independent IPA to $5000: Costs $254.5 million - 77,388 new recipients 
Dependent Student Fix to $3000; Costs $245.6 million - 105,821 new recipients 
Together the IPA fixes cost $500.0 million

Some Distribution options;

Option Cost Recipients

1 Single Indep. IPA $5,000
Dep. IPA $3,000
No True Min

$500mil 183,209 new Recipients

2. Single Indep. IPA $5,000
Dep. IPA $3,000
True Min $400

$464 mil 78,000 new Recipients

3. Single Indep. IPA $4500
Dep IPA $2750
No True Min

$397 mil 146,630 new recipients

4. Single Indep IPA; $4500
Dep IPA $2750
True Min $400

$360 mil 40,732 new recipients

RevisiKllO/16) Page 1
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ShieeJI

Pell estimates
$3,000 max g-anl, :unent law

\ L> \ N
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President's
Budget

apprcp'iatioi 
surplus 
pragram level 
cost, current larw 
supluBJdefidt

7635 at 
171 b/

:^eo6
7081
725

indeponly 
House 

orig esL 
743fl 

171 
7609 
7061 

528

PO-ICY CHANGE FINANCED WITH SURPLUS:

IPA sirgie 
I PA nairied 
IPA. dependent

income cutofl single 
income cutofl mariec 
ircotne cutofl dependent

total rec.pierts

3,000 915O/S980 7,000 /^e.oco ^ /5.660
6,000 12,030 10,000 /' 9,000 ^8,650
1,750

10,000 18,000 15,000 14,000 13,500
16,500 28,500 22,000 20,500 20,000

7850 I

11500
190C0

4^120 
7 120

11,500
18,000

3631 4009 3791 3395 5791
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30% Split 
criginal

60% SDlit 
revised

Senate
orignal

Senate
revised
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'97
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House ^ house |

DTic. est. f revised
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House >f 

*revised \
7436 7436 7433 1 7227 7227 6910 6910 5
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7609 753^ 1 7534 7498 73.23 7081 6910 w
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ty actjal original surplus was $27'. and $100 cjshiofi built intc cost.
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Add the follown^ to j^cucml pro\nBiout;’.;

1 SiiC. XXX, (a) Exeepl at provided in subsection (b),

2 for tlic parpoGCG of determining netxJ foi’ b'ederal student 

^ rinancial assistance pursuant to pnil F of title IV of the

4 I-Iighcr Education Act of 19G5 for academic year T99S-

5 1998—

6 (1) section 47S(g)(2)(D) of such Act shall be

7 applied by .substimting “.i;2,2r)n” for “$1.,750”; and

8 (2) section 476(b)(l)(A)(iv) of such Act shall be

y applied—

10 (A) by substituting ‘‘$(1,000” for ”$3,000”

11 each place it appears in subelanses (I) and (II);

12 and

13 (B) by substituting “.$9,000” for “$6,UUU”

14 in subclause (III),

15 (b) If the application of .subsection (a) of this section

16 would require the Secretary’ of Edncatinn to determine,

17 prior to the publication of the pay'rnent schedule for Pell

18 Grant awards for award y^ear 1998-1999, that the amount

19 available under the appropriation for .such awards for such

20 award year, and any amount available from the fiscal year

21 1997 appropriation for Pell Gj-hmI. awards, are insufficient

22 to satisfy fully all such awards for which students arc eli-

23 gible at a ma.ximum Pell Grant of $3,000, then the Sec-

24 rctaiy shall, before making any^ reduction in such maxi-

Octob«r2, 1997
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1 mum Pell Grant, re(iuee tlie substituted amounts required

2 by subsection (a) by specified dollar amounts as necessary

3 to avoid a reduction in sucli maximum Pell Grant amount.

Add the folloudn^' [U-otiso tc> the Pell Grant appro­

priation:

4 Frovided, further, That not^thstanding section 40I(V)){5)

5 of the Act, no Pell Grant shall be awarded to a student

6 if the amount of the Pell Grant for which that student

7 is eligible for award year 1998-1999 is less than $500.
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Pell estimates
$3,000 max grant, current law

current
law

President's
Budget

propriation
rplus
Dgram level 
St. current law 
plus/defidt

7635 
171 a/ 

7806
7081

725

2!
O

oCD
o
oso

House House 2/3 split 2/3 split Senate Senate
CD

original revised original revised original revised -<J

7438 7438 7227 7227 6910 6910 t—^
(Y)

171 a/ 96 271 96 171 a/ 0 O

7609 7534 7498 7323 7081 6910
7081 7154 7154 7154 7081 7154 o

528 344^ 0 -244

>LICY CHANGE FINANCED WITH SURPLUS:

A single 
A married

;ome cutoff single 
X5me cutoff man-ied

3.000 9150/9980
6.000 12,030

'Gp,ooo
16.500

18,000
28,500

7,000
10,000

15,000
22,000

5.650 /
8.650 /

13^50O

20,000

actual original surplus was $271, and $100 cushion built into cost.

“S-

Page 1
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Congressional Research Service • I ihrary of Congress • Washington, D C 20540

Memorandum September 29, 1997

n; 0 . House Appropriations Committee
Labor-HHS and Education Subcommittee 

Attention: Mark Mioduski

FROM . .lames B, Slcdman
Specialist in Social Legislation 
Education and Public Welfare Division

SLIBJEC I Kstimatert Distrihntion of Kell Crants and HOPE Scholarships in 1998- 
1999

This memorandum was prepared in response to your request for several figures showing 
the distribution of two forms of federal financial aid for postsecondary education attendance- 
Pdl (.irants and H( Scholarship.s. The Pell Grant is a need based grant that, fur the model 
cases depicted below, is calculated by subtracting a student's Expected Familv Coiitiibuiion 
(EFC)’ from the maxiuiuiii allowable Pell Gram (assumed to be $3,000 for 1998-1999), The 
HOPE Scholarship is a non-refundahle tuition tax credit for 100% of the first $1,000 of 
(jualifitd tuition and related expenses and 50% of the next $2,000 of tfuali/ied tuition and 
related expenses. A non-refundcihle tax credit can be taken by a taxpayer only up to the 
amount of tax liability he or she has nunlifu-d tuition and related expenses are those 
amounts of tuition and related expenses not covered by certain other financial aid. iiicluding 
Pell Grants,^

The cases modeled in these figures are:

• a dependent student from a family of tour (two parents and two children, only one of 
whom is enrolled in college), and

' 1 he Eh C is tlic amount that a student and liis or her famih is e.xpecied to contribute toward die 
Student’s costs of attendanee, ft is dctcnninod on tlic basis of u siuuitorily defined nood aiialysi.s 
system

" For background iatbrmatioii on these two sources of financial aid for postsccundaiy cdiicatiun 
costs, sec. U S. Librai> of Congress. Congressional Research Service. Tax Heneftts for Ecluvailon 
in the Taxpayer qflWl. CRS Report for Congress by Bob Lyla-. Forthcoming;, .inrl 11 S
I.ibmry of Congress Congressional Research Service, rail Grants-: Background and Issues. CRS 
Report for Congress 97-101 EPW by Mai got A, Schcnct. Washington, 1997.
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The srudeni in each case was assumed to be enrolled full-time in his or her first or second year 
at a 4-ycai public college (the average tuition and fee level for such an institution was 
projected to be $3,270 in 1998-1999),^

For purposes nt'ralnilating the EFC, simplifying assumptions were made with respect 
to family finances. Among these assumptions were the following;

• all income was from employment;
• no assets were available (or taken into account); and,
• in the two -parent family, it was assumed that only one spouse was employed

With regard to the calculation of federal tax liability for these cases, it was assumed il iai 
the standard deduction was used rather than itemized deductions. Further, it was determined 
that the alleinalivc minimum tax did not apply to these income ranges

With regard to federal tax credits, the following applies:

• it was estimated that in all cases shown here the HOPE Scholarsliip tax cicdit was 
worth more to the taxpayer than the Lifetime Lem ning credit, and it was assumed that 
the credit was taken in llie 1998 tax year for expenses paid for the fall and spring 
semesters of the 1998-1999 school year;*

• the Earned Income Tax Credit was included in calculating the EFC under tho.«e 
circumstances in which it could be taken,

• the new Child Tax Credit was not included in any calculations to derive these graphs 
(due to uncenainty about stacking rules for this credit), and

• the tax credit fui child and dependent care expenses was not Included.

^(...continued)
financial aid. For sludciils considered dependent, parental income and assets must be included in the 
calculation of the amount expected to be contributed toward tlie cost of .?nendanre For purposes of 
federal need an.alysis, ,n ctiidcnt is classified as dependent unless he or she: is 24 years of age or older, 
is married; is enrolled in a graduate oi piofcssional program; has a dependent other than a spouse, is 
an orplraa or ward of the court (or was q ward until age 18), or is a veteran. 'There are three type of 
single independent student; he or she is single and has no dependents (reterred to subsequently as a 
vingla chilclles.'! independent student)', lie or she is married without any dependents odier tliaii a spouse 
who i.S not enrolled in poslsccundaiy education, or he or she is married without any dependents other 
than a spouse who is enrolled, The analysis below focuses only on the first of these single independent 
student types,

‘ This projeciud 1998-1999 luliion and fee level was based on estimated 1997 1998 tuition and 
foes reeently published by "nie College Board (‘T997-199X Increases in College l aitioil and Fees 
Average Five Percent; Student Financial Aid at Record High," Press Release, The College Board, 
1997). It was assumed tliattlic same 5% rate of increase would apply between 1997-1998 and 1998- 

1999.
’ Qii.ditifid T.mr.ion and related expenses paid by a taxpayer during the cuncui tax year for an 

academic period that begins wiilun die fiiTt tlnec months of the next tax year are treated as though they 
were paid during the current tax year.
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These last two credits, together, could reduce the otherwise allowable HOPK credit by as 
much as $900 in our dependent student family

Estimates of dependent student’s income depicted in these figures wcic based upon 
estimates of actual income for dcpciidciil siudents in tire 1995-1996 school year.^ The 
estimated average level of own income for all dependent students whose parents income was 
between $12,000 and $20,000 was $3,720 in 1995-1996, The estimated average for all 
dependent students, regardless of parental income, was $4, S10

Finally, it should be stressed that, for the figures below, nu change was assumed in the 
income protcclioii allowances specified in current law for the single independent student or 
for the dependent student (i.e., the income protection allowance against his or her own 
income),^

There are four figures below. The first shows the distribution of Fell tirant and HOPE 
Scholarship aid to a single childless independent student at a 4-year public college in 1998- 
1999. The next three show the distribution of aid to a dcpciideul student at a 4-year public 
college when the student’s own income is: $1,750 or below, $3,720, and $4,510.

Single Childless Independent Student
The figures below shows the distribution of Pell Grant and HOPE Scholarship assistance 

to a single childless independent student as the student’s adjusted gro.s.s income (AGI) rises 
tfom $0 to $50,()()() “ rhe deep trough in this graph results Irom the rapid decline in the size 
of the student's Pell Gram (between $3,000 and $11,000 AGT, ihe Pell Grant falls from 
$3,000 Lo $0 because the student’s CFC rises concurrently) coupled with low tax liability 
which serves to constrain the size of the student’s HOPE Scholarship. As we have discussed, 
proposals to increase the range of income over which the single childless independent student 
receives a Pell Grant have focused on raising the amount of income protected from any 
expected contribution toward college costs.

'■ CRS calculations based on U.S, Depanmem of Education's 1995-1996 NaUuniil Postsccoiidaiy 
Student Aid Study (NPSAS:90).

‘ These income protection allowances are generally intended to reserve a portion of income for 
living expenses, protecting it from being expected in conuibutioii luwaid education costs. Under 
current law, the iiicoinc protection ollowonoe for the single childless independent is .$3,000, Dependent 
sfudwiTs have, an income prntect.inn allowance ot $1,750 against their own income,

“ All AOl levels discussed in this memorandum ore for 1997. That is the year used in 
determining the EFC for calculation of the 1998-99 Pell Grants, Calculating the si7e of the HOPE 
Schol.'irship for The 199X-1999 schools year required calculation of 1998 tax liability based on 1998 
AGI, It was assumed that 1998 AGI was 3% liiglici than 1997 AGI.
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Figure 1. Single Childless Independent Student at 4-Year Public College, 1998-1999
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Dependent Student
The three figures below show the distribution of Pell Grant and HOPE Scholarship 

assistance to a dependent student who has three different levels of own income. In each 
graph, the AGI for the student’s parents increases from $0 to $50,000 (it is the parental AGI 
that is depicted in the graphs), In Figure 2 below where the dependent student has own 
income of $1,750 or less, the maximum Pell Grant is available through $18,000 AGI, falling 
to $0 by $39,000 AGI, A small amount of the HOPE Scholarship tax credit can be taken by 
this family beginning at approximately $18,000 AGI, even while it is still receiving the 
maximum Pell Grant. This is possible given that the family has some tax liability at this level 
of income and the estimated tuition and fee level for a 4-year public college in 1998-1999 
($3,270) exceeds the maximum Pell Grant.
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Figure 2. Dependent Student at 4-Year Public College, 1998-1999 (student has own 
income of $1,750 or less)
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Figures 3 and 4 below show the distribution of aid to the model dependent student 
family when the dependent student has own income of either $3,720 or $4,510. The pattern 
for the distribution of aid in these two figures is strikingly different from that of Figure 2, 
This is a direct consequence of the fact that the need analysis system expects the dependent 
student to contribute 50% of any of his or her own income that exceeds the amount of income 
protected from contribution. The effect of this contribution is first seen after parental AGI 
exceeds $12,000. Regardless of the level of the dependent student’s own income, the need 
analysis system automatically sets the EFC for a dependent student and his or her family to 
$0 when parents’ AGI is $12,000 or less. In Figure 2 above, the family continues to receive 
the maximum Pell Grant beyond the $12,000 level because the parental income protection 
allowance, among other allowances, keeps the parents’ EFC at $0 and no contribution is 
expected from the student In Figures 3 and 4 below, the dependent student family’s Pell 
Grant aid falls markedly as soon as the parents’ AGI exceeds $12,000 because the dependent 
student’s own income is sufficiently large that a contribution toward education costs is 
expected After dropping to that lower level, the size of the Pell Grant remains constant over 
a short range of parental AGI (due to the fact that the only contribution being expected is 
from the dependent student’s own income which is not changing). In these model cases, the 
Pell Grant award falls to $0 when parental AGJ reaches $34,000 (dependent student’s own 
income of $3,720) or $32,000 (dependent student’s own income of $4,510).
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Figure 3. Dependent Student at 4-Year Public College, 1998-1999 (student has $3,720 
in income of his or her own)
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Figure 4. Dependent Student at 4-Year Public College, 1998-1999 (student has $4,510 
in income of his or her own)
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1 hope this memorandum will meet your needs.
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FILLING THE STUDENT AID GAP:
Pell Grants for Independent Students without Children

What is the problem? Under the current student aid formula, some adult students (those who are 
over 24 or veterans, and are either single or married without dependent children) can be quite 
poor but still not eligible for a Pell Grant. This result is due to a change in the 1992 
reauthorization of the Higher Education Act that everyone involved now agrees went too far in 
restricting the independent student eligibility for aid. The current formula protects only $3,000 of 
a single independent student’s income before assuming that a substantial portion can be used for 
college expenses (this “Income Protection Allowance” or IPA is $6,000 for a married couple 
without children, if one is going to college, and $3,000 if both are going to college). Under the 
current formula, even with a $3,000 maximum grant;

► A single, minimum wage worker ($11,000/year), age 26, receives no Pell Grant.

► A married student whose family income is only $14,000 receives no Pell Grant.

How many people are affected? The low IP As for these categories of students both result in 
lower Pell Grants for some of the poorest students, and no Pell Grant for many others (like the 
above examples). More than half a million current students are short-changed by the current 
policy (a portion of the 673,000 current recipients, and 218,000 more independent students who 
would become newly eligible under the Administration’s proposal).

But won’t they receive the HOPE Scholarship? They will be eligible for little or no HOPE 
Scholarship because their income is so low that they do not pay enough taxes to be able to benefit 
substantially from a tax credit.

Why fix it now? The historic education tax cuts and increases in Pell Grants open the doors of 
college to virtually all lower and middle income individuals ... except to this group. The 
Administration recognized this problem, proposed to fix it, and fought to include it in the Budget 
Agreement. This is a major category of students who will not be able to enjoy a $1,500 benefit 
from either HOPE or PelL The job of opening the doors of college to all must be finished by 
ensuring that the needs of a whole category of students are not ignored.

How much help do they need? The goal of the Administration’s plan (increasing to IP As of 
$9,150/$12,030/$9,890) is to ensure that all low-income students, through HOPE, Pell, or a 
combination of both, would be eligible for at least $1,500. The Administration plan is almost 
precisely what is needed to accomplish that goal for the single independent student and a married 
student whose spouse is not in school. It doesn’t go far enough for those couples where both are 
in college. There is no extra room: lower IP As simply move these students further from the goal 
of at least $1,500 in aid that has been set out for virtually all other lower and middle income 
students.



Income Protection Allowance 
(single/married/married with 

both in college)

Minimum HOPE + Pell 
(goal is

$1,500/$1,500/$1,500)

Number of 

new
recipients

Additional
Cost

$9,150/$12,030/$9,890 $1,500/$ 1,425/$ 1,100 218,000 $725 million

$8,000/$! l,000/$8,000 $l,500/$l,275/$850 192,000 $628 million

$7,000/$ 10,000/$7,000 $l,358/$975/$750 163,000 $528 million

$5,500/$8,500/$5,500 $l,058/$675/$625 109,000 $355 million

Current IPA Minimum HOPE + Pell Number of 
recipients

Baseline
Cost

$3,000/$6,000/$3,000 $608/$225/$400 673,000 $1,155
million

What about dependent student earnings? Another group that some have suggested are at risk 
of being left out are poor families in which a dependent student has earnings (such as from a 
summer job). The current formula only protects $1,750 of dependent student’s earnings, which 
means that his or her eligibility for Pell Grants could quickly be diminished even if the parents’ 
income is quite low. Fixing this problem costs about $50 million for each $250 that this IPA is 
increased. Protecting twice as much income ($3,500) as some have suggested would cost $350
million.

■.r.
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Single Independent Students without children vs. Dependent Students

PELL + HOPE by Income

Dependents 

'Single Indep

10K 20K 30K 40K 50K
Income ($)

Current IPA: $1,750 for Deperxients and $3,000 for Independent s without children 

Proposed $3,000 max imtirn Pell
Dependent s; Family of four - Both parents working, One in college; Student earnings = $2,000
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Fixing the gap 'n Pe G ants for ndependent Students
with $528 miiiion

Single Independent Students without children at Alternative Income Protection Allownance
vs.

Dependent Students at Current Incom Protection Allowance

PELL + HOPE by Income

Dependents 

■Single Indep

10K 20K 30K
Income ($)

40K 50K

CuirentIPA: $1,750 for Dependents and $7,00 for Independents without children 

Proposed $3,000 maximum Pell
Dependents: Family of four - Both parents working. One in college; Student earnings = $2,000
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The GAP in Pell Grants for Independent Students
and HOPE Scholarships

CURRENT LAW

Effect of Current Income Protection Allowance: 

Single Independent students without children 

vs. Dependent Students

Federal Benefits — Pell + HOPE by Income

13,000

$1,000

sa.ooo tin.ooo

• Currort law IPA; $1,750 for Dependents and $3,000 for Independents without children
Proposed 83,000 maximum Pell

Dependent Student: Family of four, both parents woridna. one In college.
no assets, student earnings = $2,000
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Fixing the gap in Pell Grants for Independent 

Students with $528 million

single Independent students without children 

at Alterantfve Income Protection Allowance
vs.

Dependent Students
at Current Income Protection Allowance

Federal Benefits - Pell •*> HOPE by Income

$3,000

C.OOO

sa,too
Income

“ " OapondanI

• \P^: CufTBnt taw for tependannt (S1.760). aHemalive ($7,000) for independents 
Pfoposed $3,000 maximum Pell

Dependent Student: Family of four, both parents working, one In college, no assets, student earnings = $2,000
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Scplcmher 15.1997

le Honorable Arlon speefer 
^airman. Subcommittee on 
ibor. Health and Human Services, 

and Education
4 Dirkstffi Senate Otfioe Building 
ashinston. DC 20510

The Honurabje Tom Harkin 
Ranking Member. Subcommittee on 
Labor, Health and Human Services, 

and Education
123 Han Senate Office Building 
Wadiinglun, DC 20510

Dear Arlen and Tom:

W -ulc wc understand that you must balance compclinc dcm;tndii with Jinutod resources,
W( respectfully write to request that the .Scimie recode to the House and pixjviile at least' 
$528 million in in income protection allownnce adjustment In the Pell Grant program 
dujring conference deliberations on the KY I9ti8 Labor, Health und Human S«rvioc», and 
Education Appropriations hill.

appreciate your locderahip in increasing the Pell Grant maximum award Irom the 
‘^2,700 to $3,000. Enactment olThis increase In conjunction with funding tn 

retire Pali Grant eligibility for certain sludenW would be an hisiofic moment on behalf of 

ou^ nation’s neediest students, especially when considering thm the averuuc family
inoomc of a Pell Gram recipleni is $12,875.

As you know, the 1992 ainenOmorus lo the Higher Hduculion Act contained numerous 
ch(|ngcs to the need analysis system used to delcrminc eligibility for federal student aid. 
rwo groups of J»*1J racipionti - Indcpciidcnl students without children and dependent 
agents who work - were adversely affected by these changes. In fact, in 1993-94, the 
yw the 1992 rcmithoraatlon went into offset, the number oFsinglc imJcpandonl Pell 
Grjnt rccipiems declined by approximately 274.000 individual.'; or 27 percent. This 
numb& held true in Pennsylvania whore O,n00 Htudents (27 percent) lost their eligibility 
lo t^civo PeU Granto, as well as in Iowa where 4.247 (35 percent) lost their cUfiihiliiy.

In Joir July 21, J 997 letter to you. Senate Ubor Committee Cluiirman Jeffords and 
Ranking Member Kennedy indicated their .support For funding the Poll Grant restoration 
to pTBviou.s ieveJ and stated that they would •‘work to ensure tiiai our Committee makes 
the nwresBary changes to aulhoriye this increase in assistance for ihc.ic students ”
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September 15, J997 
P< gc Two

■ .dju,taenl in ““ “

Sincerely.

H.^:ij



S. A. Noe

09/24/97 01:47:17 PM 

Record Type: Record

To: Robert M. Shireman/OPD/EOP

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

A rule of thumb —
$50 million for a $250 increase for Dependent students. (The current I PA for dependent students is 
$1,750.)
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lUnitai Ornate
WASHINGTON. DC

Sepieinhcr 15, \ggy

He Honorable Arlan Specter 

i^rman. Subcotnmiitocon
7 m/ph S'n-icas,
X? ” ®'*'“*‘* O^ilclinE 
V^ashington, DC 20510 ^ Oi>d hducation

^3 Han aScnulB OfRc« QwiJdi,,^ 
Wash/nglun, DC 205JO *

flshingtOT

I^iar Arlen and Tom;

<^8 you know the 1 =. •

«u>ms Who work ” independent «iudrs wJlhou aid.
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September 15,1997 
ge Two

A
oir nadun

p.,ecion -

Sincerely.

Pq .. \
.......... ..... ■

■"'1

H.C
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FILLING THE STUDENT AID GAP:
Pell Grants for Independent Students without Children

What is the problem? Under the current student aid formula, some adult students (those who are 
over 24 or veterans, and are either single or married without dependent children) can be quite 
poor but still not eligible for a Pell Grant. This result is due to a change in the 1992 
rcauthorization of the Higher Education Act that everyone involved now agrees went too far in 
restricting the independent student eligibility for aid. The current formula protects only $3,000 
of a single independent student’s income before assuming that a substantial portion can be used 
for college expenses (this “Income Protection Allowance” or IPA is $6,000 for a married couple 
without children, if one is going to college, and $3,000 if both are going to college). Under the 
current formula, even with a $3,000 maximum grant:

► A single, minimum wage worker ($ 11,000/year), age 26, receives no Pell Grant,

► A married student whose family income is only $ 14,000 receives no Pell Grant,

How many people are affected? The low IP As for these categories of students both result in 
lower Pell Grants for some of the poorest students, and no Pell Grant for many others (like the 
above examples). More than half a million current students are short-changed by the current 
policy (a portion of the 673,000 current recipients, and 218,000 more independent students who 
would become newly eligible under the Administration’s proposal).

But won U they receive the HOPE Scholarship? They will be eligible for little or no HOPE 
Scholarship because their income is so low that they do not pay enough taxes to be able to 
benefit substantially from a tax credit.

Why fix it now? The historic education tax cuts and increases in Pell Grants open the doors of 
college to virtually all lower and middle income individuals ... except to this group. The 
Administration recognized this problem, proposed to fix it, and fought to include it in the Budget 
Agreement. This is a major category of students who will not be able to enjoy a $1,500 benefit 
from either HOPE or PelL The job of opening the doors of college to all must be finished by 
ensuring that the needs of a whole category of students are not ignored.

How much help do they need? The goal of the Administration’s plan (increasing to IPAs of 
$9,150/$12,030/$9,890) is to ensure that all low-income students, through HOPE, Pell, or a 
combination of both, would be eligible for at least $1,500. The Administration plan is almost 
precisely what is needed to accomplish that goal for the single independent student and a married 
student whose spouse is not in school. It doesn’t go far enough for those couples where both are 
in college. There is no extra room: lower IPAs simply move these students further from the goal 
of at least $1,500 in aid that has been set out for virtually all other lower and middle income 
students.
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Income Protection Allowance 
(single/marricd/married with 

both in college)

Minimum HOPE + Pell 
(goal is

$1,SOO/S1,SOO/S1,SOO)

Number of 

new
recipients

Additional
Cost

$9,150/$12,030/$9,890 $1,500/$ 1,425/$ 1.100 218,000 $725 million

$8,000/$ll,000/$8,000 $l,500/$l,275/$850 192,000 $628 million

$7,000/$ 10,000/$7,000 $l,358/$975/$750 163,000 $528 million

$5,500/$8,500/$5,500 $l,058/$675/$625 109,000 $355 million

Current IPA Minimum HOPE + Pell Number of 
recipients

Baseline
Cost

$3,000/$6,000/$3,000 $608/$225/$400 673,000 $1,155
million

What about dependent student earnings? Another group that some have suggested are at risk of 
being left out are poor families in which a dependent student has earnings (such as from a 
summer job). The current formula only protects $1,750 of dependent student’s earnings, which 
means that his or her eligibility for Pell Grants could quickly be diminished even if the parents’ 
income is quite low. Fixing this problem costs about $50 million for each $250 that this IPA is 
increased. Protecting twice as much income ($3,500) as some have suggested would cost $350 
million.
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UNITED STATES DEPARTMENT OF EDUCATION

THE DEPUTY SECRETARY

September 25, 1997

Honorable Arlen Specter 
Chairman, Subcommittee on Labor,

Health and Human Services, and 
Education Appropriations 

United States Senate 
Washington, DC 20510

Dear Senator Specter:

I understand that there is some confusion about the current Pell Grant estimates and our ability to 
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authority 
requested by the President and in both House and Senate bills for this purpose.

I want to assure you that given the estimates of the cost of the 1998-1999 school year program 
which we now have and have reason to believe we will have in February 1998 (when the 
1998-1999 program year award schedule is released), the Secretary will not use the appropriation 
bill authority to reduce awards. The current estimates and what we expect by February are well 
within the range of previous estimates for the program and are in no way a cause for concern 
about the award schedule.

I share completely your concern that we not under-fund Pell Grants and build up a significant 
shortfall that we would have to retire next year with extra budget authority. This Administration 
inherited a situation like that upon taking office and does not want to see it repeated. I am 
convinced that we are not in that situation. It may help to put this issue in some perspective.

The Pell Grant program provides awards to students based on the combination of the rules in the 
Higher Education Act and any changes to those rules - e.g., to set the maximum award - 
enacted in the annual appropriation act. We estimate the cost of each year’s program based on 
what we know of these rules (or are proposing for law changes) and the data we have at a point 
in time on past recipients and awards. It is impossible in this program to know with certainty 
exactly how much money will be needed for the budget year. The law recognizes this reality by 
allowing funds for a subsequent program year to be used, if necessary, to finance part of a current 
program year. The alternative to this flexibility would be to initiate award cuts in the February 
before the July 1 start of the program that could well turn out to have been unnecessary when 
later data become available. I am sure you share our commitment not to cause students to get 
less than the award they are eligible for, just because there may have been a relatively small 
difference between the cost estimate in the budget and the cost estimate at a later point in time.

600 INDEPENDENCE AVE., S.W. WASHINGTON, D.C. 20202-0500 

Our mission is to ensure equal access to education and to promote educational excellence throughout the Nation.



Page 2 - Honorable Arlen Specter

We are working hard to refine the estimating techniques used for Pell, but neither 1 nor 0MB, 
nor any other analyst can say with certainty that a relatively small estimated shortfall — i.e., in 
the neighborhood of $300 million or less than 2 percent on a base of the $20 billion spent on Pell 
Grants over three years - will actually materialize.

We are monitoring this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither will we reduce awards when the estimates are well 
within the range of acceptability in this complex estimating context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting



UNITED STATES DEPARTMENT OF EDUCATION

THE DEPUTY SECRETARY

September 25, 1997

Honorable Tom Harkin 
Subcommittee on Labor, Health 

and Human Services, and 
Education Appropriations 

United States Senate 
Washington, DC 20510

Dear Senator Harkin;

I understand that there is some confusion about the current Pell Grant estimates and our ability to 
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authority 
requested by the President and in both House and Senate bills for this purpose.

I want to assure you that given the estimates of the cost of the 1998-1999 school year program 
which we now have and have reason to believe we will have in February 1998 (when the 
1998-1999 program year award schedule is released), the Secretary will not use the appropriation 
bill authority to reduce awards. The current estimates and what we expect by February are well 
within the range of previous estimates for the program and are in no way a cause for concern 
about the award schedule.

I share completely your concern that we not under-fimd Pell Grants and build up a significant 
shortfall that we would have to retire next year with extra budget authority. This Administration 
inherited a situation like that upon taking office and does not want to see it repeated. I am 
convinced that we are not in that situation. It may help to put this issue in some perspective.

The Pell Grant program provides awards to students based on the combination of the rules in the 
Higher Education Act and any changes to those rules - e.g., to set the maximum award - 
enacted in the annual appropriation act. We estimate the cost of each year’s program based on 
what we know of these rules (or are proposing for law changes) and the data we have at a point 
in time on past recipients and awards. It is impossible in this program to know with certainty 
exactly how much money will be needed for the budget year. The law recognizes this reality by 
allowing funds for a subsequent program year to be used, if necessary, to finance part of a current 
program year. The alternative to this flexibility would be to initiate award cuts in the February 
before the July 1 start of the program that could well turn out to have been unnecessary when 
later data become available. I am sure you share our commitment not to cause students to get 
less than the award they are eligible for, just because there may have been a relatively small 
difference between the cost estimate in the budget and the cost estimate at a later point in time.

600 INDEPENDENCE AVE., S.W. WASHINGTON. D.C. 20202-0500 

Our mission is to ensure equal access to education and to promote educational excellence throughout the Nation.
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We are working hard to refine the estimating techniques used for Pell, but neither I nor 0MB, 
nor any other analyst can say with certainty that a relatively small estimated shortfall - i.e., in 
the neighborhood of $300 million or less than 2 percent on a base of the $20 billion spent on Pell 
Grants over three years — will actually materialize.

We are monitoring this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither will we reduce awards when the estimates are well 
within the range of acceptability in this complex estimating context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting



UNITED STATES DEPARTMENT OF EDUCATION

September 25, 1997

THE DEPUTY SECRETARY

Honorable John E. Porter 
Chairman, Subcommittee on Labor, 

Health and Human Services, and 
Education Appropriations 

House of Representatives 
Washington, DC 20515

Dear Mr. Porter:

I understand that there is some confusion about the current Pell Grant estimates and our ability to 
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authority 
requested by the President and in both House and Senate bills for this purpose.

I want to assure you that given the estimates of the cost of the 1998-1999 school year program 
which we now have and have reason to believe we will have in February 1998 (when the 
1998-1999 program year award schedule is released), the Secretary will not use the appropriation 
bill authority to reduce awards. The current estimates and what we expect by February are well 
within the range of previous estimates for the program and are in no way a cause for concern 

about the award schedule.

I share completely your concern that we not under-fund Pell Grants and build up a significant 
shortfall that we would have to retire next year with extra budget authority. This Administration 
inherited a situation like that upon taking office and does not want to see it repeated. I am 
convinced that we are not in that situation. It may help to put this issue in some perspective.

The Pell Grant program provides awards to students based on the combination of the rules in the 
Higher Education Act and any changes to those rules — e.g., to set the maximum award — 
enacted in the annual appropriation act. We estimate the cost of each year’s program based on 
what we know of these rules (or are proposing for law changes) and the data we have at a point 
in time on past recipients and awards. It is impossible in this program to know with certainty 
exactly how much money will be needed for the budget year. The law recogmzes this reality by 
allowing funds for a subsequent program year to be used, if necessary, to finance part of a current 
program year. The alternative to this flexibility would be to initiate award cuts in the February 
before the July 1 start of the program that could well turn out to have been unnecessary when 
later data become available. I am sure you share our commitment not to cause students to get 
less than the award they are eligible for, just because there may have been a relatively small 
difference between the cost estimate in the budget and the cost estimate at a later point in time.

400 MARYLAND AVE., S.W. WASHINGTON, D.C. 20202-0500
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We are working hard to refine the estimating techniques used for Pell, but neither I nor 0MB, 
nor any other analyst can say with certainty that a relatively small estimated shortfall — i.e., in 
the neighborhood of $300 million or less than 2 percent on a base of the $20 billion spent on Pell 
Grants over three years — will actually materialize.

We are monitoring this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither will we reduce awards when the estimates are well 
within the range of acceptability in this complex estimating context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting



UNITED STATES DEPARTMENT OF EDUCATION

THE DEPUTY SECRETARY

September 25, 1997

Honorable David R. Obey 
Subcommittee on Labor, Health 
and Human Services, and 
Education Appropriations 

House of Representatives 
Washington, DC 20515

Dear Mr. Obey:

I understand that there is some confusion about the current Pell Grant estimates and our ability to 
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authority 
requested by the President and in both House and Senate bills for this purpose.

I want to assure you that given the estimates of the cost of the 1998-1999 school year program 
which we now have and have reason to believe we will have in February 1998 (when the 
1998-1999 program year award schedule is released), the Secretary will not use the appropriation 
bill authority to reduce awards. The current estimates and what we expect by February are well 
within the range of previous estimates for the program and are in no way a cause for concern 
about the award schedule.

I share completely your concern that we not under-fund Pell Grants and build up a significant 
shortfall that we would have to retire next year with extra budget authority. This Administration 
inherited a situation like that upon taking office and does not want to see it repeated. I am 
convinced that we are not in that situation. It may help to put this issue in some perspective.

The Pell Grant program provides awards to students based on the combination of the rules in the 
Higher Education Act and any changes to those rules -- «.g., to set the maximum award — 
enacted in the annual appropriation act. We estimate the cost of each year’s program based on 
what we know of these rules (or are proposing for law changes) and the data we have at a point 
in time on past recipients and awards. It is impossible in this program to know with certainty 
exactly how much money will be needed for the budget year. The law recognizes this reality by 
allowing funds for a subsequent program year to be used, if necessary, to finance part of a current 
program year. The alternative to this flexibility would be to initiate award cuts in the February 
before the July 1 start of the program that could well turn out to have been unnecessary when 
later data become available. I am sure you share our commitment not to cause students to get 
less than the award they are eligible for, just because there may have been a relatively small 
difference between the cost estimate in the budget and the cost estimate at a later point in time.

600 INDEPENDENCE AVE., S.W. WASHINGTON. D.C. 20202-0500 

Our mission Is to ensure equal access to education and to promote educational excellence throughout the Nation.
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We are working hard to refine the estimating techniques used for Pell, but neither I nor 0MB, 
nor any other analyst can say with certainty that a relatively small estimated shortfall - i.e., in 
the neighborhood of $300 million or less than 2 percent on a base of the $20 billion spent on Pell 
Grants over three years — will actually materialize.

We are monitoring this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither will we reduce awards when the estimates are well 
within the range of acceptability in this complex estimating context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting
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FILLING THE STUDENT AID GAP:
Pell Grants for Independent Students without Children

What is the problem? Under the current student aid formula, some adult students (those who are 
over 24 or veterans, and are either single or married without dependent children) can be quite 
poor but still not eligible for a Pell Grant. A formula enacted in 1992 protects only a smaJl 
amount of a single independent student’s income (known as the Income Protection Allowance, or 
IP A) before assuming that a substantial portion can be used for college expenses. Under the 
current formula, even with a $3,000 maximum grant;

► A single, minimum wage worker ($11,000/year), age 26, receives no Pell Grant.

► A married student whose family income is only $14,000 receives no Pell Grant.

Honv many people are affected? The low IP As for these categories of students both result in 
lower Pell Grants for some of the poorest students, and no Pell Grant at all for many others (like 
the above examples). More than half a million students are short-changed by the current policy 
(395,000 students who would receive a partial grant under the current formula, and 223,000 more 
independent students who would become newly eligible under the Administration’s proposal, for a 

total of 618,000).

But won't they receive the HOPE Scholarship? They will be eligible for little or no HOPE 
Scholarship because their income is so low that they do not pay enough taxes to be able to benefit 
substantially from a tax credit.

Why fix it now? The historic education tax cuts and increases in Pell Grants open the doors of 
college to virtually all lower and middle income individuals . . . except to this group. The 
Administration recognized this problem, proposed to fix it, and fought to include it in the Budget 
Agreement. This is a major category of students who will not be able to enjoy a significant 
benefit from either HOPE or PelL The goal of the Administration’s plan is to ensure that all 
low-income students, through HOPE, Pell, or a combination of both, would be eligible for at least 
$1,500. The job of opening the doors of college to all must be finished by ensuring that the needs 
of a whole category of students are not ignored.
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Fixing the gap in Pell Grants for Independent 

Students with $528 million
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at Alterantive Income Protection Allowance
vs.

Dependent Students
at Current Income Protection Allowance

Federal Benefits - Pell + HOPE by Income

S3.000

C.OOO

I $1,500

$1,000

$24,000

Income
$43,000

Indepflndant 
** * Dspandanl

• IPA; CuiTont law for ^pendents (SI .750). aHemalive ($7,000) for independents 
Pmposed $3,000 nraximum PoU

Dependent Student; Family of four, both parents working, one in college, no assets, student earnings - $2,000



DMB EDUCRTION ID :202-395-4S?5 SEP 26'97 18:14 No .009 P .02

The GAP in Pell Grants for Independent Students
and HOPE Scholarships
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Dan_Madzelan @ ed.gov
09/26/97 11:33:00 AM

Record Type: Record

To: Robert M. Shireman

cc:
Subject: Re: URGENT 

Bob...

I've FAXed Aromie the 2 graphs.

Also, if you haven't already gotten the info re yesterday's phone 
request:

Total kid-free independent Pell recips = 903,000 (MSR estimate) 
Recall our FY 98 policy adds 223,000, so the current count is 680,000 
Of these, 285,000 have an EFC = 0.

DanM

Reply Separator
Subject: URGENT
Author: Robert_M._Shireman@oa.eop.gov at Internet 
Date: 9/26/97 7:21 AM

Message Creation Date was at 26-SEP-1997 07:21:00

Aromie has alerted Dan's staff to this, but I wanted to underline the need to 
have this as early as possible. It shouldn't take very long to get the numbers 
we need.

All we need are two graphs. One would chart the total federal aid (Pell and 
HOPE) for an independent student (I'd pick single). It would start at $3,000, 
then dip down to $600 as income increases, then go back up to $1500 as tax 
liability is available for the credit. This shows "the gap" that needs to be 
filled. It's the numbers we already have.

The other would be a dependent student. This would show a somewhat smooth 
downward projection from $3000, leveling out at $1500. This is just an 
example, we don't need to show every possible iteration.

Aromie: You should perhaps plug in the numbers we already have, so Dan can 
focus on just getting us the numbers for the second one. Then we can just plug 
the graphs into the document.
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UNITED STATES DEPARTMENT OF EDUCATION
THE DF.HUTV SECRETARY

September 25, 1997

Honorable Arlen Specter 
Chaiiman, Subcommittee on Labor, 

Health and Human Services, and 
Education Appropriations 

United States Senate 
Washington, DC 20510

Dear Senator Specter:
1 understand *at fltere ts some confusion about the current Pell Grant estimates and cur abiUty to 
support the $3,000 maximum Pell Grant for school year 1998-1999 wtth the budget authority 

requested by the President and in both House and Senate bills for this puipose.

I want to assure you that given the estimates of the cost of the 1998-1999 school ye^ program 
which we now have and have reason to believe we will have m Febniaiy 1998 (when the 
1998-1999 program year award schedule is released), the Secretary will not use the appropnation
irauZ^uccawards. The currant esnmates and what wc expect byFeb^^
within the ^ge of previous estimates for the program and are m no way a cause for concern 

about the award schedule.

I share completely your concern that we not under-fund Pell Giants and buil^p a signifiemt 
sho^rrt we would have to retire next year with exha budget authority. Thts Adt^stratton 

inherited a situation like that upon taking office and does not to see « 
convinced that we are not in that situation. It may help to put Ibis issue m some perspective.

The Pell Grant program provides awards to students based on the combmation of the ^es m the
ffigher Education Act and any changes to those rules - e.g., to set the maxmum aw
enSed in the annual appropriatiou act. We estimate the cost <>f ^ ootat
what we know of these rules (or are proposing for law changes) and the data we
in time on past recipients and awards. It is impossible ui this to know
exactly how much money will be needed for the budget year. The law recognizes ^
allowing funds for a subsequent program year to be used, if necessary, to finance prt
pnagram year. The alternative to this flexibil.ty would be to imliate award cuts m
LfmetheJuly 1 start of the progmm that could well turn out to have been unnecessary whOT
later data become available, I am sure you share our comnutment not to cause stMentsm ge 
less than the award they are eligible for, just because there may have been a rc aovely si^l 
difference between the cost estimate in the budget and the cost estimate at a later pomt m nme.

600 independence AVE.. 5.W. WASHINGTON. D.C. 20202-0500

, .rrfttcriffon and to promote cdiarattonal cxecllence fhrougliout che Nation.
.... na-a« iaa«T r<*> 4
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Page 2 - Honorable Arlen Specter

We are working hard to refine the estimating techniques used for Pell, but

r ^olLn spent onPell
Grants over three years - will actually materialize.

within the range of acceptability in this complex esumatmg context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting
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UNITED STATES DEPARTMENT OF EDUCATION
THK DEPU"nf SECRETARY

September 25,1997

Honorable Tom Harkin 
Subcommittee on Labor, Health 

and Human Services, and 
Education Appropriations 

United States Senate 
Washington, DC 20510

Dear Senator Harkin:

requested by the President and m both House and Senate bills for s purp

I wan. .0 assume you ,hn. g.vun mu ust.ma.es of mu cos, of mu 1998^9 schoolyu. ^ogran. 
which wu now have and have reason to buliuvu wu will have m Febniaiy 1998 (when mu 
1998 1999 program year award schedule is released), me Secretary will not use the appropnatto 
iraumorir"e awards. Thu current estimates and what we expect by February are well 
within me Snge of previous estimates for me program and arc in no way a cause for concern 

about the award schedule.

The PeU Grant program provides awards to students based on me combination of me rules in me
and any changes to mose rules - e.g., to set me maximum award -

befSe me July 1 start of me program mat could well turn ouuo
later data become available. 1 am sure you share our commimient not to *
less than me award mey are cUgible for. just because mete may have been a ^
difference between me cos, estimate in me budget and me cos, esnmate a, a later pomt m tune.

600 independence AVE.. S.w. WA5H1NOTON, D.C, 20202^500

... ,U r. .notrr. .oun, acces. Co edu«i0on orul Co promote oducaNortcfl .xc.0ecr.mf cKco.ghouc ch. NacCort.
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Page 2 - Honorable Tom Harkin

We axe working hard to refine the estimating techniques used 

Grants over three years - will actually materialize.

We are monitorine this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither wiU we reduce awards when the esttmates axe well 
within the range of acceptability in this complex estimatmg context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 

Acting
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united states department of education

September 25,1997

the deputy secretary

Honorable John E. Porter 
Chairman, Subcommittee on Labor, 
Health and Human Services, and 
Education Appropriations 

House of Representatives 
Washington, DC 20515

Dear Mr. Porter:
I understand that there is some confusion about the current Pell Grant estimates and ^ ^
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authon y 

requested by the President and in both House and Senate bills for this purpose.

I wmt to assure you that given the estimates of the cost of the ^
which we now have and have reason to believe we wiU have in February 1998 (when the 
1998-1999 program year award schedule is released), the Secretary will not use *e appropnabon 
WlfauZ^Treducc awards. The cunen. eshmates and wha. we expec. by 
within the r^ge of previous eshmates for the program and are m no way a cause for concern

about the award schedule.

I share completely your concern that wc not under-fund Pell Grants and burld up 
shortfall tha^ we would have to retire next year with extra budget authority. This Admm^trat. 
inherited a situation Ito that upon talcing office and does not want to see tt ™
convinced that we ate not in that simation. It may help to put thts issue m some perspective.

The Pell Grant program provides awards to students hased on the corabination of the tUes in the 

Higher Education Act and any changes to those rules - e.g., to set the '
enSed in the annual appropriation act We estimate the cost of each yem s pro^am based on 
Xt weCw^these^es (or arc proposing for law changes) and the dam we have at a pomt 
^ toe o^as, rLTpienm and awar J. It is impossible in this pmgram to ™
exacUv how much money will be needed for the budget year. The law recognizes this 
«Lrfot a suhUent program year to be used, if necessary, ‘d finance 0 a^-en, 

progrJ year. The alternative to this flexibility would be to mitiate award cuts m 
LfSe July 1 start of the program that could well turn out to have been tinnecessaiy wh 
later data becLe available. 1 am sure you share our commitment not to cause stoats g 
less than the award they are ehgible for, just because there may have been a “ively am^l 
dffemnee between the cost estimate in the budget and the cost estimate at a later pomt m nm .

iOO MARnxND AVE„ 5-W. WASraNGTON, D.C. 20202-0500
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We are working hard to refine the estimating techniques used for Pell, but 
nor any other analyst can say with certainty that a relatively small
the neighborhood of $300 million or less than 2 percent on a base of the $20 billion spent on Pell 
Grants over three years -- will actually materialize.

We are monitoring this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither will we reduce awards when the estimates are well 
within the range of acceptability in this complex estimating context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting
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UNITED STATES DEPARTMENT OF EDUCATION
THE DF.PUTT SECR^r^ARY

September 25, 1997

Honorable David R. Obey 
Subcommittee on Labor, Health 

and Human Services, and 
Education Appropriations 

House of Representatives 
Washington, DC 20515

Dear Mr. Obey:

I understand that there is some confusion about the current Pell Grant estimates and aWlity to 
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authonty 

requested by the President and in both House and Senate bills for this purpose.

I want to assure you that given the estimates of tire cost of the 1998-1999 school year program 
which we now have and have reason to believe we will have in February 1998 (w en e 
1998-1999 program year award schedule is released), die Secretary will not use the appropriation 
bill authonty to reduce awards. The current estimates and what we expect by February are well 
within the range of previous estimates for the program and are m no way a cause for concern

about the award schedule.

I share completely your concern that we not under-fund Pell Grants and buil^p a signific^t 
shortfall that we would have to retire next year with extra budget authonty. This Administra i 
inhented a situation like that upon taking office and does not want to see it repeated. I. am 
convinced that we are not in that simation. It may help to put this issue m some perspective.

The Pell Grant program provides awards to students based on the combination of the r^es m the 
'Higher Education-Act and any changes to those rulesc.g., to set the maximum award 
enacted in the annual appropriation act. We estimate the cost of each year’s pro^ based on 
what we know of these rules (or are proposing for law changes) and the data we have aXji pom 
in time on past recipients and awards. It is impossible m this program to know with certau^ 
exactly how much money will be needed for the budget year. The law recogmzes this reality by 
allowing funds for a subsequent program year to be used, if necessary, to finance p^ of a curren 
program year. The alternative to this flexibility would be to mitiaie award cuts m the February 
before the July 1 start of the program that could well turn out to have been unnecessary when 
later data become available. I am sure you share our commitment not to cause students to get 
less than the award they are eligible for, just because there may have been a relatively small 
difference betw^een the cost estimate in the budget and the cost estimate at a later pomt in time.

600 iNDEPETfDENCE ^VZ.. S.W. WASHINGTON. D.C. 20202-0500 
.raual access to education and to promote cducattonal e-ccetlencc ch/ougfiout the Nation.
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Page 2 - Honorable David R. Obey

We are working hard to refine the estimating techniques used for Pell, but neither I nor 0MB, 
nor any other analyst can say with certainty that a relatively small estimated shortfall - i.e„ in 
the neighborhood of S300 million or less than 2 percent on a base of the $20 billion spent on Pell 

Grants over three years — will actually materialize.

We are monitormg this issue closely. We will not support an unacceptable deficit or 
insufficiency in the program, but neither will we reduce awards when the estimates are well 
within the range of acceptability in this complex estimating context.

Please feel free to contact me or my staff with any questions.

Sincerely,

Marshall S. Smith 
Acting
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£y -t U^^TE:D STATES DEPARTMENT OF EDUCATION

THK DCPLT> StCRETARY

September 25. 1997

Honorable Arlen Specter 
Chairman, Subconmiticc on Labor,
Health and Human Seivices, and • 
tducatioii Aptpropriations 

United States Senate 
Wasliington, DC 20510

Dear Senator Specter:

1 understand that tirere is some confusion about the current Pell Grant eatirnatca and our ability to 
support the S3,000 maximum Pell Grant for school year 1998-1999 with the budget authority 
requested by the President and in both House and Senaie bills lor this purpose.

I want to assure you that given the estimates of the cost of the 1998-1999 school year program 
which wc now have and have reason to believe we will have iu Febj uaiy 199S (when ihe 
1998-1999 program year award schedule is released), the Secretary wiU not use the appropriation 
bill authority to reduce awards. The current esiimates and what we expect by Febniary are well 
within the range of pn-virm.c ftstim^ies for the program and are in no way a cause for concern 
about the award schedule.

I share completely your concern that we not under-fund Pell Grams and build up a significant 
shortfall that wc would have to retire next year with extra budget authority. Ihis Administration 
mheritad a Htuation like that upon taking office and does not want to cee it repeated. I am 
convinced that we are not in that situation. It may help to put this issue in some perspechve.

The Pell Grant program proiddes awards to students based on the combination of the rules in the 
Higher ^ucation Act and any changes to those rules - e.g., to set the maximum award - 
enacted in the annual appropriation act. Wc cstimale the cost of each year’s program based on 
whfli wc know of these rules (or are proposing for law changes) and the data we have at a point 
in Lime on past recipients and awards. It is impossible in this program to know with certainty 
exactly how much money will be needed for the budget ywr. The law recognuas this reality by 
allowing funds for a subsequent program year to be used, if necessary, to finance pan of a current 
program year. The alici uative ly ihii flcaibilily would be to hritiare award cuts in the February 
before the July 1 start of the program that could well turn out to have been unnecessary when 
later data become available. I am sure you share our commitment not to cause students to get 
less than the award they are. eligible fbr, just because there may have been a relatively email 
difference betw'een the cost cstiinate in the budget and the cost cstimale at a later point in time.

:^;Dtp^.^•DBNC.'li ave., .s w. washinotou. d.c. 20302-0500

Owr L. u, cnxur, «,Lial lo .dura.WA f. p,v™teedur»in-„u.; tVoLphaur rt. Nmion-
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We ure working hard to refine the estimating techniques used for Pell, but neither I nor 0MB 
nor any other analyst can say with certainty that a relatively small estnnated shortfall - i.e., in 
the neighborhood of S300 million or less than 2 percent on a base of the S20 billion spent on Pel) 
Orants over three years - will actually niaterialize.

We are momtonng this issue closely.' We will not support an unacceptable deficit or 
msuthciency .n the program, but neitherr will we reduce awards when the wtunates are well 
Within the range of acceptability' in thi.c cnmplfly Mtimahns context.

Please feel flee to ixjutijcl me or iny staiT with any questions.

Sincerely.

Marshall S. Smith 
Acting
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AMERICAN COUNCIL ON EDUCATION
Division of GovcmiTtefiiul Kelorions

June 25, 1997

Dear Representative:

The higher education associations listed below represent the nation’s 3,600 two- 
and four-year colleges and research universities and the 15 million students they enroll.
VVe commend the members of the subcommittee for recognizing that investments in student 
aid and biomedical research contribute to a more knowledgeable, healthier, and stronger 
nation. We appreciate past efforts by the subcommittee to facilitate acccs.s to a college 
education and to ensure progress in scientific research, and we urge you to continue these 
commitments in developing the FY98 Labor-HHS-Education appropriation bill.

Over the past few years, nearly two dozen higher education program.^ have been 
eliminated, and many more have been cut severely. Of the remaining programs, we place 
great value on those described below, with the federal student aid programs authorized by 
the Higher Education Act claiming our highest collective priority. We ask you to consider 
the following recommendations:

We urge you to adopt the Administration’s budget request for a $ 1.7 billion 
increase for the Pell Grant program. Growth in the maxiirmm Pell Grant is an essential 
component of a comprehensive public policy strategy to facilitate college attendance by 
students in all income ranges. We are grateful for the increase that you provided la.st year, 
and we urge you to increase the award to $3,000 for FY98. Furthermore, we urge you to 
approve the President’s request to adopt notwithstanding language that would reinstate 
eligibility for students who lost their access to Pell during the 1992 reauthorizatioii. Instead 
of the formulation presented in the Pre,sident’s budget, however, we recommend that 
Congress increase the income protection allowance for single independent students, and for 
married independent students when both arc in school, from $3,000 to $6,000, and for 
married independent students without dependents from $6,000 to $9,000. In addition, and 
still comfortably within the $725 million request, we recommend raising the dependent 
student earning allowance from the current level of $1,750 to a more reasonable $4,200. 
Such a change would reward students from low-incomc families wlio work. We would be 
pleased to supply legislative language to achieve these change,s.

A second area that we believe merits increased funding is campus-based student 
financial assistance (Supplemental Educational Opportunity Grants, Federal Work Study, 
Perkin.s Loans). The.se programs have been invaluable in helping to cushion the declining 
purchasing power of PeJl Grants. Each of these programs plays a distinctive and important 
role, but wc would like to highlight tlic SEOG program as a particularly efficient way to 
boost grant aid for some of our nation’s neediest students. We recommend a $100 million 
increase for SEOGs, us was proposed by Senators Lott and Specter in la.sl year’.s budget 
negotiations. The program has been level funded since 1992. We also a,sk you to accept 
the President’s proposal to increase FY 1998 funding for the Federal Work-Study program 
by $27 million to $857 million. We urge you to continue support for the much-needed 
Perkins Loan program, which provides less expensive loans for low-incomc students who 
have considerable need.

One DuDonr Girrio 'Unihinnrnn Pi (" OnmA.'l-lOn I'OOOi oTr)mi;i;
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Page 2

We vigorously oppose the Admini.siradon’s proposed elimination of the State 
Student Incentive Grant (SSIG) program, and we urge you to maintain this program at least 
at its FY97 level of S50 million.

In regard to federal student loan administration, we urge you to allocate sufficient 
funds to permit the Department of Education to properly and effectively oversee and 
administer both the guaranteed student loan program and the tlirect student loan program in 
accordance with statutory authority.

We also strongly support the TRIO programs, and urge you to provide an increase 
tor them. Currently, fewer than 5 percent of those eligible for services are able to receive 
the support from these programs that vastly improve a disadvantaged youth's prospects for 
attaining a college degree. ^

We urge the subcommittee to provide sufficient FY98 funding for Graduate 
Assistance in Areas of National Need (GAANN), Javits Fellowships, and Harris 
Fellowships to ensure that both new and competing fellows can be supported. This funding 
will serve as a critical bridge as we work with the Education and the Workforce Committee 
during the reauthorization of the Higher Education Act to revise the Title IX graduate 
education programs so that they serve the national interest in graduate education more 
effectively and efficiently.

Within the Higher Education Programs section of your bill, we would like to see 
increases in four additional areas: 1) Wc support the President’s request to increase 
funding in Title 111, Part B for Strengthening Historically Black Institutions, Hispanic 
Serving Institutions, and Endowment Challenge Grants, and we strongly urge you to 
increase funding for each of the component parts of Title III, including Part A. which has 
been cut by more than 45 percent in recent yeai'S. 2) We support an increase for Title VI 
programs, the specific details of which have been presented in a separate letter from the 
Coalition for International Education. 3) Wc oppo.se the President’s proposal to eliminate 
funding for Title XT, the Urban Community Service Program, which brings college and 
university resources together with local community members to help solve pressing urban 
problems. Wc urge that Title XI be funded at letist at its FY97 funding level. 4) We urge 
you to provide not less than the President’s request to niaintain the FY97 funding level for 
the Fund for Ihe Improvement of Postsecondary Education, which last year was able to 
award only 100 grants from among its 2500 applications.

We are particularly grateful that both Chairman Porter and Chairman 
Specter have expressed a desire to increase biomedical research funding. Wc are pleased 
that the subcommittee allocation would appear to accommodate these important increases, 
and we urge your support for them.
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We respectfully ui ge your consideration of the requests we have made for these 
high priority programs. We recognize that you will be making many difficult decisions and 
we would be pleased to provide you with any additional infonnation that might be helpful.

Sincerely, ^

Terry W. Hartle 
Vice Pre.sident

On behalf of the following:
American Council on Education
American Association of Community Colleges
American Association of State Colleges and Universities
Association of American Universities
Association of Catholic Colleges and Universities
Association of Jesuit Colleges and Universities
Council of Graduate Schools
Council of Independent Colleges
Hispanic Association of Colleges and Universities
National A.s.snciation for Equal Opportunity in Higher Education
National Association of Independent Colleges and Universities
National Association of Student Financial Aid Administrators
National Association of State Universities and Land-Grant Colleges
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The Honorable John Porter 
Chairman. SuhcommiOfie OQ 
Labor, Health and Human Services 
and Education 
2338 Rayburn 
Washington, DC 20S15

The Honorable David Obey 
Ronldng Member, Subcommiiiee on 
Labor, Health and Human Services 
anl Education 
1016 Longwonh 
Washington. DC 20315

Dear Chairman Porter and Ranking Member Obey.

programs. However, as your Subcommiiiee begins its deUberations on ftindmg for 
Klucation programs, we would like to bring to your attention the need for mcreased 
assistance to certain categories of independent and dependent studenu participating in
the Pell Grant Program.

The 1992 amendments to the Higher Education Act established a new Federal
Need Analysis Merthodology to be used for the Pell Grant Program. The new
methodology resulted from the integration of two exUting formulas and m recoMiimg 
the differences, Congress attempted to minimize the impact on the currant distnbuuon 
of Pell Ciranl recipients and award amounts at the time.

Unfortunately, single, independeni students without dependents and dei^iidcnt 
students with earnings have been negatively impacted by the formula cliangc Wc 
believe soma modest changes to the need analysis formula would significanUy improve 
the PeU Grant Program. SpeclflcaUy. the income protection allowance provl^ for 
these two groups of Students needs to be increased. The mooma protection allowance
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The Honorable lohn Porter 
The Honorable David Obey 
June 26, 1997 
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for single, independent studenis without dcpendenis is too low to reflect actual Uving 
expenses, and it was not indexed to infUtion when adopted in 1992. With regard to 
dependent students, we believe an increase in the income protection allowaiM will 
provide an Incentive for students to work, rather than borrow to finance their
education.

At the bearings on the upcoming authorization of the Higher Education Act, the 
eUgibUity of these two groups of studenis for PeU Oram awards has been a primary 
issue. At many campuses across the country, the average age of the student population 
is over twenty-five. These students are working to improve their skills for the job 
market or are starting in new fields as a result of business closures and downsizing.
Pell Gram assistance is often vital to their ability to pursue a new career.

As you make the flmding decisions for the prognuM under the jurisdiction of 
your Subcommittee, we ask you to consider including an increase to the income 
protection allowance curremiy available to single, independem studemS without 
dependents and dependem studems with earnings. Such a change will enable more 
deserving studems to participate in the Pell Gram Program.

Thank you for your consideration of this request.

Sincerely.

TUi
sill Goodling, Chairman 

Comminee on Education 
and the Workforce

H^ard P. “Buck' McKcon 

Chairman, Subcommittee on 
Postsecondary Education, 
Training and Life-Long
I j-nmirm

Bill Clay. Ranking MeZbeT 

Committee on Education 
and the Workforce

DaleKildee 
Ranking Member 
Subcommittee on 
Postsecoodary Education, 
Training and Life-Long 
Learning
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Bnitfd States Senate
COMMITTEE ON LABOR AND

human resources 
WASHINGTON, DC 20510-6300

July 21, 1997

The Honorable Arlen Specter 
Chairman, Subcommittee on 
Labor, Health and Human Services 
and Education

The Honorable Tom Harkin 
Ranking Member, Subcommittee on 
Labor, Health and Human Services 
and Education

Dear Arlen and Tom;

We are writing to express our strong support for increased funding for the Pell 
Grant Program. Increasing the maximum Pell Grant to $3,000 should be the top 
funding priority for all of the higher education programs. It is also very important to 
increase assistance for certain categories of independent and dependent students 
participating in the Pell Grant Program.

amendments to the Higher Education Act established a new Federal 
Needs Analysis Methodology to be used for the Pell Grant Program. The new 
methodology resulted from the integration of two existing formulas, In reconciling the 
difl^erences. Congress attempted to minimize the impact on the current distribution of 
Pell Grant recipients and award amounts.

students without dependents and dependent 
rh^fnn have been hurt by the new formula. We believe some modest
Prnn?/m analysis formula would significantly improve the Pell Grant
of K protection allowance provided for these two groups'ncreased. The income protection allowance for single^ 

dependents is too low to reflect actual living e^enses 
^owlnrt I? we believe an increase in the income prSection '
the r T incentive for students to work, rather than borrow to finance
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Concerns about the eligibility for these two groups of students for Pell Grant 
awards have been raised both at Higher Education reauthorization hearings as well as 
through letters from students across the country. At many campuses, the average age 
of the student population is over twenty-five. These students are studying to improve 
their skills for the job market or are starting in new fields as a result of business 
closures and downsizing. Pell Grant assistance is often vital to their ability to pursue a 

new career.

The current House Appropriations Subcommittee mark for independent students 
is about 3500 million, subject to authorization. The amounts provided for the Pell Grant 
program by the House fall below the levels included in the bi-partisan budget 
agreement. We urge that the Senate subcommittee provide the full amount of 
approximately $700 million so that needs analysis adjustments for independent 
students without dependents and for dependent students with earnings can be made. 
We are aware that there are difficult decisions to be made, and addressing these needs 
should not be done at the expense of an increase in the Pell Grant maximum or other 
education programs.

We believe that we need to continue our investment in education at all levels in 
order to strengthen our economic and technological competitiveness. Our support for 
students today through the increase in the income protection allowance for independent 
students without dependents and for dependent students with earnings will lead to a 
stronger economy and a better future for the country.

If this request for funding is granted, we will work to ensure that our Committee 
makes the necessary changes to authorize this increase in assistance for these 
students. Thank you for your consideration.

Sincerely,

Jam^s M. Jef^ 
Committee on La! 
Human ResoVrc^

Edward M. Kennedy, Rimmg Member 
Committee on Labor and 
Human Resources
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U.S. student Association and 

PiRG’s Higher Education Project

Honorable Trent Lott 
Majority Leader 
U.S Senate
Washington, DC 20510

Honorable Newt Gingrich 
Speaker ‘
U.S. House of Representatives 
Washington, DC 20515

Dear Ma|ority Leader Lott and Speaker Gingrich:

July 10,1997

On behilf of the millions of students represented by the U.S. Student 
Association and PIRG's Higher Education Project, we urge you to support 
expanding eligibility for independent students in the Pell grant program.

The recent budget agreement has created a unique opportunity to help 
hundreds of thousands of families and students gain access to higher 
education and to provide some amount of relief for those who are already 
struggling to meet the rising costs of education. This commitment to 
higher education and to the students of the future is to be commended.

However, our organizations are extremely concerned that as the budget 
process continues to progress, a large number of students will be left behind. 
Along with ^lions of low-income families, single independent students 
will receive little or lU) benefit from the various tax proposals because they 
have little or no tax liability. These students are, at the same time, ineligible 
for the Pell grant tinder the current needs analysis formtila.

As the job market becomes more demanding and as an increasing number of 
employers seek applicants with higher education degrees, many are 
attempting to return to school to improve their skills and abilities. However, 
under the current formula, hundreds of thousands of potential non- 
traditional students do not receive enough aid to allow them to attend school. 
These students, who were once eligible for Pell grants, are now denied access 
to such aid.
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In order to restore Pell grant eligibility to these students and restore their 
access to higher education, it has been proposed that, in conjunction with 
increasing the maximum Pell Grant award by $300, there should also be an 
increase in the income protection allowance for single independent students. 
Under the current formula only single independent students whose annual 
incomes are as low as $3000/year receive a full Pell grant. The amount of the 
award tapers off sharply for students whose income is above $4000/year and 
students with incomes of merely $10,000/year receive no aid at all.

The restoration of eligibility for single independent students is a critical 
element of the commitment to the Pell grant program and is one of the only 
benefits of the entire budget agreement for over 200,000 needy students. 
Without the assistance of a Pell grant, these students will be denied access to 
both educational programs and the opportunities for employment these 
programs provide.

Oxir associations view this restoration as a critical issue within the budget 
process. While the tax and spending provisions contain certain proposals 
that we strongly support, we will not be able to support an overall plan that 
does not include educational assistance for those low income students and 
families with the most need. It is neither fair, nor in the best interests of 
higher education to promote poHdes and spending that deepen the divide in 
higher education.

We xirge you to ensure that as the appropriations process continues, the 
expansion of Pell grant eligibility to more single independent students is 
included.

Sincerely,

Ivan Frishberg
PIRGs Higher Education Project

Erica Adelsheimer 
U.S. Student Association

cai'i/i


