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SUBJECT : Background on Singic Indcpendent Students and Working Dependent
Students '

This memorandum provides background information ou single independent students and
working dependent students at the postsecondary education level. 1t considers in particular:
(1) the current treatment of these students hy the Higher Faucation Act's (HEA) need analysis
formula; (2) selected incomo duts for these students; and (3) proposed alternatives for their
treatment under federal need analysis.

Cﬁrrent Treatment

At the outset, it is important to define these atudent types. The terns dependent and
independent refer hero to students' eligibility staus for federal financial aid. For students
considered dependent, parental income and assets must be included in the calculation of the
amannt expected to be contributed toward the cost of attendance. For purposes of federal
need analysis, a student is classified as dependent unless he or she: is 24 years of age ar
older; is married; s cnrolled in 8 graduate o1 professivnal program; has a dependent other
than 3 spouss; is an orphan or ward of the court (or was a ward uatil age 18); or is 2 veteran.
Ot special interest for 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
depradents (1efcrred to subsequently as 8 single childless independent student); he or she is
marricd without any dependents other than a spouse who is uvt surolled in pustsecondary
education (referred to subsequantly as a married independont student with an uncnrolled
spouse), or he or ghe is married without any dependents other than a spouse who Is enrolled
(refared (o subsequently as 8 marﬂaH Independent studeni with an enrolled spouse).

|
The HEA's need analysis (Title'TV, Part F) determines what & student and his or her
family is expected 10 contribute toward college costs. In genersl, it does 8o by calculating
contributions to be made fom available income and flom evallgble assets. The income
centribution is calculated by determiniug the total ingome of & student and his or her family,
calculating available income by subtracting & scrica of allowances from total income, and then

considening a percentage of that available income as an income contnbution towerd
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postsecondary education coste.' A contribution from assets is similarly calculated. The
combination of the available income contribution and asset contribution divided by the

nurber of individuals in the family ‘ewolled in college constitutes the expected family
contnbution (EFC).4

Among the allowances piovided against total income are so-called “income protection
allowances" (LPAs), generally theae are intended to reserve a portion of incurne for living
expenses, protecting it from being expected in contribution toward education costs. Of
current interest are the IPAs applied to the income of singls independeat students and to that
of working dependeat swdcats. For the former, the statute provides thres fixed (i.e., not
adjusted annually for inflation) allowanses: $3,000 for single childless independents; $6,000
for married independents with unenrolled spouses; and $3,000 for marricd independeuts with
enrolled spouses. 'Working dependent students have a fixed IPA of $1,750 applied to their
owa total income. .

These IPAs were established by the Higher Bducation Amendments of 1992 when it
created a single noed analysis formula for federal need-based student sid programs.
Immediately prior to that time, there were two federal need analysis formulas in statute -- a
family contribution schedule (FCS) for Pell Grants, and the congressional methodology (CM)
for other HEA, Title IV need-based aid. These two formulss differed with regard to a host
of factors, including the 8128 of various allowances against incorne and the amounts expected
fiom uvailable income and assets 1o be contributed toward education costs

To create the need analysis in current law, the Higher Education Amendments of 1992
refied primarily an the CM. 10 doing a0, it had to resolve substantial differences bstween the
systems. The FCS allowances for singlo childless independent students and for dependent
students were 6ubstantially larger than those provided by the CM.¢ Pur single childless

o P :

' 'ITug last element — percentage canitribution — is identifisd subssquently in this memorandum
as an ussesyment rate. ’ . '

T Clearly, the description above amits significant dotails. Far 2 procise delincatiou of of the EFC
calculations, see: U.S. Department of Bdueation. EFC 1997.98: The EFC Formula Book.
Washington 1996. For depandeut studauts, the BFC is a combination of the cantribution expected
fram parental income and assets, and the'contribution from the student’s own insome and assets.

? For a discussion of theso differeuscs sos: U.S. Library of Cangress. Congrossianal Research
Scrvice. Student Ald Application and Nesd Analysis: the Higher Education Amendments of 1992.
CRS Report for Cangress: 93-385 EPW by Margot A. Schanet. Washington, 1993 (hereafter cited
as Schenet, Student Aid Application and Need Analysis), aud Fischss, Frodarick J. Same Argumenns
tor Lismg a Single: Need Analyxis or, Virtus My Be More That Its Own Reward. Draft. Proceedings
Jor the Seventh Annual Conference of the NASSGP/NCHELF Hesearch Network. Washington, 1990,

* Under the CM, a single childless independent student had an allowanse for living cxpanses of
up L $600 for each month when ot enrolled (i.c., $1,800 for three summer months). In contrast, the

FCS applicd an allowance far liviug eapenscy to these same students (56,400 for 1992) that was
calculated no differently from the allowances it applisd to any othar indspendent atudent or o a

dependent studant family. This allowance roflocied same measure of annual living expenses and was
updated cach year for inflatian, Sunilasly, the CM provided any indspendens srudent, other thaa a
single childles independent student, with an incoms allowance for living expenses detanmined under
hmM@uhMmhahﬂd&:&Mﬁmﬂy-mummwuﬁngmmmd

4 (cantinued...)
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independent students under the CM, it was assumed that the cost of atteadance included
sufficient allowance for living expenses for these students during the schoal year. In contrast,
the FCS provided the single childless independent with an annual living allowance while the
Pell award calculation was largely u.nﬁmd 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 impact of Ibhuc differences on the overall expected contribution
and eligibility for aid for individual students under either of these need analysis gystems 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 (tfue for the CM, but nat for the FCS).*

Significantly, although the 1992 amendments moved toward the CM treatment of
allowances for these particular groups of students, they did not do so fully. The single
childless independent student's allowance is not calaulated 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, unlike the CM which offered
no guch allowance. This only partial adoption of CM practices stemmed in part to an effort
to limit the patentially negative impact that application of the CM allowances (or absence of
allowances) might have had on Pell ¢ligibility of single independent students and working
dependent students. :

Despite these efforts, Pell eligibility has been adversely affected for some students. Far
example, accarding to the U.S. Department of Bducation, 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) and 1994-95 (latest year for which detailed data are
availsble under the new need analysia system).®

|

The IPAs under the current Bl:jed analysis system for single independent students
significantly limits the range of income over which these students will receive the maximum
Pell Graat compared to dependent students and independent students with children. Figure
1 below compares the gize of the Pell Grant that a single childless independent student, a
dependent student with o incame of bis or her own, and an independent student with g child
would receive in 1998-99, assuming 8 maxirmm Pell Grant of $3,000 with the IPAs provided

in current law. Costs of attendance are assumed to be sufficiently high not to affect the
calculation of the Pell Grant.” :

‘ .
(...cantinued) ;
wnflated annually. With regard to dependent student’s income, the CM had no allowance for living
expenses against that income; the FCS provided an indexad allowance ($4,200 in 1992 for an
unmarried dependent studant). o

* For a discussion of the intr.rpls\lﬁv of same of these elements, see Schenet, Student Aid
Applicarion and Need Analysts, p.8-10. '

§ U.S. Departruent of Education. Fls‘cal Year 1998: Justifications of Appropriation Estimates
to the Congress. Valums 2. p. L-23. Wuhmgtnn, 1997.
" Under this assumplim.t.hosizootjamdm's Pell Grant is equal to the maximum Pell Grant
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Figure 1 Pell Grant Awards for Diﬁ'+rant Types of Students

To illustrate the impact of the Ii’A for a dependent student's own income, the figure
below ghows the Pell Grant awards for a dependent student whose own earnings are $1,750
(the current IPA) and for a dependent student with incoms of $4,500 (alightly less than the
average own income of dependent shidents). As shown in this figure, when the dependent
student's own income rises above the IPA, the result can be a precipitous decline from the
maximum Pell Grant occurring as the parents' income first excesds $12,000° and a reduction
in assistance for subsequent levels of Pnrenml income.

1(...continued) ;
mums the EFC. A nomber of other simplifying assumptions have been made in arder to calculate the
Pell Grant lovels in this and other figures in this memaorandum. Among these assumptions are the
following: individuals and families are assumed to have no asscts; all incame is from employment;
and studertts aro assumed to be enrolled full-time. For the dependent studemt, it is assurned that there
are two parenty and two children, anly ano of wham is enrolled in callege. Finally, it should be noted
that m calculating the EFC for cach the Eamned Incame Tax Credit was included under those
circummnncsinwhichitmuldbetaken:

! For parental income up through'$12,000, the noed analysis automatically provides these
families with a zsro RFC. ,
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TFigure 2 Pell Grant Awards for Dependent Students with Diffarent Amounts of Own
Income at Different Levels of Parental Adjusted Giuasy Income, 1998-99

The recent enactment of the Hpe Scholsrship has been identified as an issue for
consideration of aid to those groups ul'students. The Hope Scholarship is a non-refundahle
tuition tax credit for 100% of the first $1,000 of qualified tuition and fees aud 50% of the
next $2,000 of gualified tuition and fées.” Qualjfied tuition and foes are those amounts of
ruition and f2es not covered by certain ther financisl aid, including Pell Grants. The bulk of
the Hope Scholaiship bensfits are targeted 1o individuals with incomes above thoge typically
eligible for Pell Grants, This may increasc Lhe impartance of considering the level of Pell
Grant assistance being made svilahls 1 low incomc members of the groups of students under
analysis in this memorandum

To the extent thot the cligibility foriPell Grants is oxpanded for these groups of students,
their receipt of Hope Scholarships may be advarsely affected. Although the Administration's
original proposal of a one-for-one r:fuction in the size of the Hope Scholarship for each
dollar of Pell assistance received was not adopted, the recaipt of Pell aid can work to reduce
the allowshle Hope Scholarship. This may ocour, for example, when the Pell Grant is
increased sufficiently to reduce qualified tuition and fees below the applicant's fedeul income
tax liability. Table 1 below compares the distribution of Pell Grant awarda in 1998-99
(aysuming a maximum Pell of §3,000) BLd Hope Scholarships to a single childless independent
enrolled in & public 4 year college undix two different IPAS -- current law (83,000) and the
level proposed in the FY1998 bu;;:at request (§9,150). The reduction of the Hope
Scholarship can be seen for incomes hetween $9,000 and $12,000 (s.g., at $9,000 in adjusted
gross income sad the currcnt law IPAlthe Hope Scholarship is $34%; it falls ta $220 at that
income level when the IPA s raised ti) the budget request lovel). Nevertheless, the loss in

|

: |
? See: loint Commiftee on Toxatien. Swummary of Revenue Provisions of HR 2014, Ths
“Taspuayer Relief Act of 1997". TC;E-GTI. Angust 1, 1997. This is availabls online at:
hup.//www.houge gov/ways_moans/fttaxsum. btm.

|
|
|
}
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Hope Scholarship assistance at this hibher IPA appears to be outweighed by the increased

amount of Pell assistance revoived. |
|

Table 1. Eligibility of Single Childless Indcpcudent Student for
Pell Grants and Hope S%olauhipl by Adjusted Gross Income
up to $20,000, Attendarice at 4 Year Public College, 1998.99
Income Protection Allowance Incame Protection Allowance
Under Current Law Proposcd in FY1998 Pudyet Request
1997
Adjusted Hope Hope
Gross Income| Pell Grant | Scholanhip Total Pall Grant | Schalership Total
%0 $3,000 30 $3,000 $3,000 $0 $3.000
[ $1,000] *  $3,000 ¥ $3,000 $3.000 30 $3.000
$2,000 §3,000 $0 $3,000 §3,000 30 33,000
$3,000 $3,000 $0 $3,000 $3,000 $0. $3,000
$4.000 $2,550 $0 §2,550 $3,000 $0 $3,000
$5.000 $2,050 $0 $2,050 $3,000 $0 $3,000
$6,000 $1.650 $0 $1.650 $3,000 $0 $3,000
7,000 $1.250 $39 $1,289 $3,000 $39 $3,039
$8,000 Sy 3194 $1,144 $3,000 $104 $3,194
$9.000 $330 $348 $398 §3.000 $220 $31.220
$10.000 $400 $503 $903 $3,000 3220 $3,220
$11,000 $0 £657 $657 $2,950 270  $3220
$12.000 $0 £812 $812 $2,550 $670 $3,220
$13,000 0 $966 $966 $2,150 $966 $3,116
$14 000 $0 $1121 $1,121 $1,750 §$1121 $2,871
$15.000 30 $1,278 $1,27§ $1,450 $1,278 $2.725
$16,000 0 $1,430 $1.430 $1,050 $1,430 - $2,480
$17,000] 30 s1500 ]300 $650 $1,500 $2,150
$18,000 | $0 $1,500 $1,500 (200 $].500 $1 500
$19 000 S0/ . §1,500 31,300 50 $1,500 $1.500
$20,000 $0 $1,500 81,500 $0 $1,500| - $1,500
Note: Tuition and fee level for 4 year publicleallege s estimated to be §3,220 for 1998-99. Maximum
p;u G:_mu ls act 3t $3,000. Current law 'um;uw protestion w for single childless independant is
1 .

I
Income Data for Single IndepeLdmt and Dependent Students

This section provides some daLa an the income of singlc indcpendent students and
working dependent students. ‘L'hese data were derived from the U.S. Department of
Education's (ED's) 1995-96 Natiousl $ostsecondary Student Ald Study (NPSAS:96).'°

|

** This is a study ot student and piprental financing of postsecandary education based on o
ustionally 1eprorentutive sample of sudents. At this juncture, these data are preliminary and
unofficial.
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Single Independent Students. The three groups of single independent students
differ significantly in the number of such students in the undergraduate student population and
their average level of total income. e are over 3.5 million single independent students
enrolled in postsecondary education at the undergraduate level. Most of them are single
childless indcpendent students (80%), while a much smaller portion are married with
unenrolled spouses (16%) or ied with enrolled spouses (3%). Average income is
markedly higher for married independent students with unecrolled spouses ($31,000), nearly
double that for the other two groups of students (between $16,300 and $17,200).

As shown in the table below,|the current IPAs 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 have income that falls below the relevant IPA level of
$3,000); 8.3% of the married independent students with unenrolled spouses (cumulative
percentage with income below $6,000); and 5.7% of married independent students with
enrolled spouscs (the percentage with income below $3,000). The most expansive liberalizing
of the single independent student IP‘As proposed to date is that of the Administration's

FY1998 budget request."'

Table 2. Income Data of Single Independent
Undergraduate Students, 1995-96
Masried
Students Married
Bingle Childless With Unznrolled Independent Students
Independent Stidents Spouies With Barolled Spouses
IAll Income Levels
Total Numbar of 2,828, 582,000 123,000
Smdents
Aversge Total Income 316,300! $314 317,200
Percent of Smllmh in Different Income Ranges
Below $3,000 13.4% 4.6% 5.7%
$3,000 10 $5,999 12.0% 3.7% 19.5%
$6,000 o $8,999 12.5% 4.5% 8.9%
$9,000 to 311,999 10.0% 4.5% 8.9%
$12,000 w §14,999 9.7% 1.9% 13.8%
$15,000 and above 42.2% 74.T% 43.1%
Sourca: CRS caloulations from NPSAS:96.

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

! The single childlcss md:pmdﬂ} IPA would be $9,150 for 1998-99; $12,030 for married
independents with unanrolled spouses, and §9,980 for mamied independents with enrolled spouses.
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of these students has approximately $4,510 in own income. For 34% of them, their own
income is at or below the current [PA of $1,750. Table 3 below shows the average own
income of dependent students by various levels of pareatal 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 ben;wom $20,000 and $24,999, the average own income
for dependent students is $4,190; aod, at a parental income Ieve] of $50,000 or more, average
dependent student income is $5,030. \

Table 3. Averﬂe Own Income for Dependent
Undergraduate Students
by Parental Income, 1995-96
Parental Income | Depanden( Students’ Average
. Own Income

All incame levels $4,510

Less than $12,000 $3.230
$12,000 o $19,999 $3,720
$20,000 to §24,999 $4,190
$25,000 t0 $29,999| $4,450
$30,000 10 §39,999 #4,260
$40,000 to $49,999 $4,540
$50,000 and above| $5,030

Saurce: CRS estimates fram NPSAS:96.

Table 4 below provides a more detailed breakdown of the distribution of dependent
students by their leve! of own income ahd their parents' income. Over a third (36.5%) of all
dependent students have own income that is below $2,000. Well over half (58.9%) have
income that falls below $4,000 (3 6.5'53}1113 22.4%). The limited amount of own income for
dependent students from low-income |fn'rnilir:.s is shown by this table. Slightly more than a
tenth (10.5%) of all dependent studepts come from families with parental income below
$12,000; over half of these students have own incoms of less than $2,000 (5.6% is 53.3% of
10.5%). In contrast, for the 46.9% of dependent students who come from families with
incomes of $50,000 or more, fewer th a third bave income below $2,000 (14.5% is 30.9%
of 46.9%).
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Table 4. Distribution of Dependent Students by Own Income
and Parental Income, 1995-96

Dependerg Student's Own Income
2,000 | [$4,000  [$6,000 [$8,000 510,000

Belowito to to to and

$2,000  [$3,999 | l$5.999 $7,999 159,999 [above  [Total
Purental Income _
Below $12,000 6%  2.1% 10%|  06% 03% 1.0%]  10.5%
$12,000 to $19,999 3.7% 1.7% 1.1%]  06% 0.5% 0.7% 3.3%
$20,000 to $24,999 2.4% 1.2% 09%]  0.6% 03% 0.5% 6.0%
$25,000 to $29,999 2.2% 1.2% 07%|  0.5% 04% 0.7% 5.7%
$30,000 t0.$39,999 1% 2.7% 16%]  09% 06% 12%]  11.1%
$40,000 to $49,999 40%|  26% 1.9%| 08%| 08% 14%]  11.5%
$50,000 and sbove 14.5%| 10.9% 2.9%  4.0%|  29% 6.7%|  46.9%
Total 36.5%| 22.4% 15.1% 8.0% 5.9%|  12.1%| 100.0%
Sorce: CRS estimates from NPSAS:96. B

Proposed Alternatives to Treatment of Single Independent Students and
Working Dependent Students Under Federal Need Analysis

Efforts to increase the IPAs fof single independent students and working dependent
students are being undestaken during n{e 105th Congress largely in the context of expanding
Pell Grant assistance. 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) inu’oduw;, by Representative Clay, et al., and in S. 426 (Better

Financial Aid for Working Studeats Act of 1997) introduced by Senator Dodd.

In his FY'1998 budget, Preaident Clinton called for an amendment to the HEA need
analysis formula to expand single i.ndypendem students’ eligibility for Pell Grants and other
federal need-based aid by providing them with IPAs calculstcd in the same fashion as those
for all other students. For 1998-99, the [PAs would be $9,150 for single chikdless
independent students; $12,030 fmmur}ed 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 arca of college aid which includes increasing the maximum Pell to
$3,000 for 1998-99 (from $2,700 for|1997-98) and creaticg new postsecondary tuition tax
credits. The House and Senate Appropriations Committees have reported FY1998
appropriations legislation for ED whiI includes funds to reise the maximum Pell Graat to
$3,000. 1n addition, the House Appropriations Committes has also included $528 million.
According to the House Committee: r

This additional amount will %cmun available to finance changes (n the Pell grant

eligibility if subsequently ted. The Committee notes that the authonzing

committee of jurisdiction is currently considering changes to the Higher Education

Act and specific revisions in the eligibility provisions for both independent and

dependent students. The Committee encourages the authorizing committee to enact



FILE Mo. 956 09,29 '97 11:53 ID:DEM EDUCHTION/WORKFORCE 202 226 4864 PAGE 11

B202 107 1338 kP¥ Dlvision 0B/26787 14,02 P.0LU/0LZ

CRN-10

a reauthorization proposal exppditiously eo that swdents may receive the beaefit of
the additional appropriations pfovided for student aid in this bill *?

H.R. 1435 proposes changes to the single independent students’ IPAs and to the
working dependents' [PA. For the former, the bill would change tha current IPAs to $6,000
for aingle childless independents and ma;ned independents with enrolled spouses, and $9,000
for married independeats with uaearolled spouses. The IPA for dependent students would
be raised to $4,200. S. 426 would raisc the dopendent studcat IM'A to $3,500."

Ay of the proposed changes discussed above would increase Pell Grant eligibility
and participation for these groups of studeuts. Those cbangm would coms with immediate
and potential long term financial costs.! To asaist you in considering the immediate costs of
changes to the IPAg tor these students, we have prepated a series of preliminary cost
estimates of some of the alternatives escrlbed carlier, as well as others, using El)'s Pell
Grant Model (version 98s).! The first estimate below (option 1) is for the Pell Grant
program as it would be funded by House end Senate Appropristions Committees
(maximum grant of $3,000; no change j in IPAs). Option 2 is & vaniant on S. 426 (dependent
student IPA raised, but no change mnde 1o the assasiment rate). Option 3 applies the single
independent IPAs proposal in HR. 1435 us well aa the §. 426 increase in the dependent IPA
Option 4 applics the two changes proposed by LR 1435. Options § through 7 make $1,000
increments in the single independent st IPAs, starting from the current law level. The
dependent smdent IPA in each of these joptions (5-7)is set at & Jeval sufficiantly high enough
for the aggregate changes in [PAs W vogsuiuc the $528 million that the House Appropriations
Committes has provided far such changes. As a result, for those options the dependent IPA
drops as the single independent IPAs rise. Finally, option 8 shows the estimated costs for
changes to singe independent students’ [I’As proposed in the Administration's 'Y 1998 budget
request,

' U.S. House of Representatives. House Appropriations Commitee. Depariments of Labor.
Health and Human Services, and Eduogtion, and Related Agencies Appropriation Bill, 1998. House
Report 105-205 to accompany H. R 2264 Washingtan, 1997. p.163

"* The bill also would change the assesamont rato currently applisd to dependent studeuts’
availahle incame from S0% tn 35% for 8 ilable incama of $1,500 or less, and 0% for available
incame 1 excess of §1,500. |

1 As you knaw CRS doed not oﬁnhlcnnuﬁmdfadmnlpmmmsmlogixhﬁw

propasals. ‘Ttus 18 the respanaibility of the eaginnal Budget Office which uses a different mndel
W sstisuate vosls uf Uw Pell Graut pru :

|

!

|

|
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Table §. Impact of Chanpges {n Income Protection Allowances
on Pell Grant Program Costs, 1998-99
Ir {for
Married IPA for
IPA for Indgpen- | Married
Singls y Indepen- | [PA for Estimated | Estimated

Maxi- Childless | Spoyse dent, Depen- Program | Reel-

mum Pell | Indepen- | Not Spouse dent Costa (In | plents (In
Opton# | Grant dent Enrplled | Evrolled | Student | bilkons) | malllions)
1 $3,000 $3,000 $6,000 $3,000 $1,750 $7.083 3.791
2 $3,000 $3,000 $6,000 $3,000 $3,500 $7.409 3.932
3 $3.000 |s6000 |s9000 [s6000 |s3500 |s7m26 | 4060

|

4 $3,000 $6,000 S9.(_XIJ 36,000 $4,200 $7.922 4.100
S $3,000 $4,000- s7,0:00 $4,000 $3,855 $7.611 4.002
6 $3,000 $5,000 SG,C*)O $5,000 $2,960 $7.611 3.983
7 $3,000 $6,000 S9,C¥rJO $6,000 $2,275 $7611 3.968
8 $3,000 $9,150 SlZ,IBSO $9,9480 $1,750 $7.788 4.009
Nots: Estimates program ocosts include igistretive cost allowanoes.
Sowrte: Estimates by CRS uaing U.S. of Education Pell Grant Model 98a,

Based on the estimates pres'enuL sbove and other estimates we have made, the costs
of the Pell Grant program appear to increase more for each $1,000 increase in the dependent
student's [PAs than for each $1,000 increase in the single independent students' [PAs (a
simultaneous $1,000 increase in each IPA). It costs approximately $180 to $200 million for
each $1,000 increase in the dependent student IPA. This appears to be relatively constant
regardless of the IPA level from which one begins. In contrast, changes of $1,000 in the
single independent student IPAs (a 1,000 change in each) are less costly and appear to
diminish somewhat in cost at higher IPA levels. For example, moving from dingle
independent [PAs of $3,000/86,000/$3,000 (TPA levels for single childless independents,
unmarried independents with unenrolled spouses, and unmarried independents with enrolled
spouses, respectively) to $4,000/$7,000/84,000 would cost approximately $149 million. But
shifling 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 pm'rious estimate.

With regard to future costs ofjthe Pell program, liberalizing IPAs will raise the cost
of subsequent increases in the size of the maximum Pell Grant These increased costs arise,
in part, from the expansion in the er of Pell recipients st higher IPA levels. Each of
these newly eligible recipients will elves receive larger Pell awards if the maximum

award is raised, fueling growth in cogts. The incresse in estimated recipients is shown in
Table 5 above. For example, increasing the single independent IPAs to $6,000/$9,000/$6,000
and the dependent IPA to $3,500 (option 3) boosts the estimated number of Pell recipients
by an estimated 269,000 students above the oumber of recipients estimated for the Pell
canfiguration funded so far by the Houéc and Scnate Appropristions Committees for FY1998
(option 1). The impact of large of recipients an the costs of increasing the maximum
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grant can be roughly meagured by holdjng constant the IPAs of options 1 and 3 and raising
the Pell Grant maximum." An mcreasf of $300 in the maximnm (up to $3,300) for option
1 raises the estimated program costs by $903 million to $7.98S billion. Increasing the
maximum to $3,300 for option 3 without change to the IPAs pushes up estimated program
costs by $961 million to $8.787 hillioa. Ll'hx.m, the $300 increase in the maximurn grant cost
$58 million more under option 3 than *nder option 1.

Concluding Observations

Determining where it is appropriate to set the [PAs for single independent students
and working dependents depends upon @ host of factors. As was delineated above, the levels
setin 1992 were & campromisc between the levels set in the FCS and the CM need analysis
systems. An underlying assumption behind the CM system appears generally to have been
that dependent students' own income and that of single independent students should be largely
devoted to educational expenses, and that school year living expenses would be reflected in
the calculation of students' costs of & . This approach was carried somewhat into the
new system created in 1992. But, given that those changes have had adverse consequences
for some students, the compromise reached seven years ago is now under debate.

The preceding analysis of the income distribution of single independent students and
dependent students shows that the cufrent [PAs for single independent students cover all
income for a relatively amall portion of all such students and a more significant portion of
dependent students. The various proposed changes in the IPAs could substantially increase

the portion of each of these groups of anenta whose income would be equal to, or less than,

their respective IPA.

Somewhat complicating the choiCe of new [PAs are the financial consequences of the
various alternatives considered above. | At the outaet, changes in IPAs generate immediate,
substential increases in Pell Grant program costs. Further, given the expansion of the Pell
Grant recipient pool due to higher [PAs, the cost of subsequent increases in the maximum Pell
Grant 1is raised.

¥ In addition, increases in the maximuym Pell, by themselves, increase the number of recipients,
coatributing to higher costs as well.




September 29, 1997

To: Barbara Chow

From: Barry White M%/

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.

.DOL 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.

/

Vi
c: Shireman, Lew, Upshaw, Keiffer



The Gap in Pe Grants for i1dependent Students
and HOPE Scholarships

Effect of Current Income Protection Allowance:

Single Independent Students without children vs. Dependent Students

PELL + HOPE by Income
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Fixing tt e gap n Pe Grants for ndependent Students
with $528 million

Single Independent Students without children at Alternative Income Protection Allownance
VS,
Dependent Students at Current Incom Protection Allowance

PELL + HOPE by Income
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Cument IPA: $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 eamings = $2,000



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 ($1 1,000/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’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
JSrom 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.



Income Protection Allowance | Minimum HOPE + Pell Number of | Additional
(single/married/married with (goal is new Cost
both in college) $1,500/81,500/81,500) recipients
$9,150/$12,030/$9,890 $1,500/$1,425/$1,100 218,000 $725 million
$8,000/$11,000/$8,000 $1,500/$1,275/$850 192,000 $628 million
$7,000/$10,000/$7,000 $1,358/$975/$750 163,000 $528 million
$5,500/$8,500/$5,500 $1,058/$675/3625 109,000 $355 million
Current IPA Minimum HOPE + Pell Number of Baseline
' recipients 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.




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 {nstitute studies, and from a variety of press reports.

The reports have found:

o 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 i1s a slow learner and needs extra help.

o 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.

o 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.



WELFHAE o WK Ad M I o nsTens

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 will 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
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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 3}

FYI -~ More precise estimates

Based on February assumptions

IPA Levels Min Cost ($M) Recips (000)
Single/Married Indep Dep.

6500/9500 2250 true 500 $7,609 3,828
6000/9000 2250 current 400 - $7,609 3,965

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

Based on Midsession assumptions

|PA Levels Min Cost ($M) Recips (000)
Single/Married Indep Dep. N

5250/8250 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).



¢ alllpr 19 €

]

M ¢ %/ /(2 W‘ij ﬂ,ﬁ a /
Lo
= T¢q M-‘W/,’T "

____7 7\ '(\fﬁ (‘L\ (\‘I fl'\ff'ﬂ' U 1711

J
g 7 nf

,ﬁf N N

—) - L/[?'{—\ﬁ B Uﬁi




S. A. No

10/03/97 11:06:47 AM
Record Type: Record

To: 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).
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NAICU

MEMORANDUM

To: Sarah, Maureen
From: Melanie

Date: October 16, 1997
Re:  Pell Models -- True Minimums and Independent/Dependent Fixes

E—

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 111,635 recips

(Note: $300 increase in max Pell: gain 141,273 tecips -- 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

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

$500mil

183,209 new Recipients

Single Indep. 1PA $5,000
Dep. IPA $3,000
True Min $400

$464 mil

78.000 new Recipients

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

$£397 mil

146,630 new recipients

Single Indep IPA: $4500
Dep IPA $2750
True Min $400

$360 mil

40,732 new recipients

Revised10/16)
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F\SAC\105HEA\IPA.001

October 2, 1997

1

Add the following to geucral provisions:

Sk, XXX (a) Except al provided in subsection (b),
for the purposes of determining need for Kederal student
financial assistance pursunant to part I ol title IV of the
Higher Bducation Act of 1965 for academic year 199%-
1998 —

(1) section 475(g)(2)(D) of such Aect shall be
applied by substituting “4$2,250" for “$1,750"; and
(2) section 476(b)(1)(A)(iv) of such Act shall be
applied—
(A) by substituting “$6,000” for “'$3,000”
cach place it appears in subelauses (I) and (II);
and
(B) by substituting “$9,000” for *$6,000”
in subclause (1I1).

(b) If the application of subscction (a) of this section
would require the Seeretary of Fdneation to determine,
prior to the publication of the payment schedule for Pell
Grant awards for award year 1998-1999, that the amount
available under the appropriation for such awards for such
award year, and any amount available from the fiseal year
1997 appropriation for Pell Grant awards, are insufficient
to satisfy fully all such awards for which students arc eh-
gible at a muximuw Pell Graut of $3,000, then the Sec-

retary shall, before making any reduetion in such maxi-

PAGE 3
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Il

2
1 mum Pell Grant, reduce the substituted amounts required
2 by subsection (a) by specified dollar amounts as necessary

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

Add the following proviso to the Pell Grant appro-

priation:

Provided, further, That notwithstanding section 401(b)(5)
of the Act, no Pell Grant shall be awarded to a student

i the amount of the Pell Grant for which that student

S N o UV B 1 Y

is eligible for award year 1998-1999 is less than $500.






2 x

.aetl

Pell estimates
$3,000 max grant, current law

current President's House House 2/3 split  2/3 split Senate Senate
law Budget original revised original  revised original revised
propriation 7635 7438 7438 7227 7227 6910 6910
plus 171 a/ 171 & 96 271 96 171 & 0
xgram level 7806 7609 7534 7498 7323 7081 6910
st, cument law 7081 7081 7154 7154 7154 7081 7154
plus/deficit 725 528 \32_ L _-itii/,. 16_9 . 0 -244
;‘
JLICY CHANGE FINANCED WITH SURPLUS: /
A single 3,000 9150/9980 7,000 5650 |
A mammed _ 6,000 12,030 10,000 8.650 |
s T T : I - eme—
some cutoff single {10,000 18,000 15,000 . 13,500 é
some cutoff maried 16,500 28,500 22,000 20,000

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

1007 060 "oM 114

:dl wo:21 26,
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Memorandum September 29, 1997

-n

‘ongressional Research Service « [ ibrary of Congress « Washington, D.C. 20540

TO . House Appropriations Committee
Labor-HHS and Education Subcommittee
Attention: Mark Mioduski

FROM . Jammes B. Stedian
Specialist in Social Legislation
Education and Publi¢ Welfare Division

SUBJECT - Fstimated Distribntion of Pell Grants 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 tor postsecondary education attendance’
Pell Grants and HOPE Scholarships. The Pell Grant is a need based grant that, for the model
cases depicted below, is calculated by subtracting a student's Expected Family Contiibution
(EFC)' from the maxitmu allowable Pell Grant (assumed to be $3,000 for 1998-1999). The
HOPE Scholarship is a non-refundable tuition tax credit for 100% of the first $1,000 of
gualified wition and related expenses and 50% of the next $2,000 of qualified tuition and
related expenses. A non-refunduble tax credit can be taken by a taxpayer only up to the
amount of tax liability he or she has. (Junlified tmition and related expenses are those
amounts of tuition and related expenses not covered by certain other financial aid. including
Pell Grants.?

The cases modeled 1n these figures are:

e a dependent student trom a tamily of four (two parents and two children, only one of
whom 18 enralled in college), and

""1he EFC is the amtount that a student and his or her family is expecied to contribute toward the
studeut’s costs of attendance. [t is detcrmined on the basis of u statutorily defined need analysis

system.

* For background information on these two sources of financial aid for postsecondary education
costs, soe. U.S. Library of Congress. Congressional Rescarch Scrvice. Tax Bencfits for Education
in the Taxpayer Relief Act of 1997. CRS Report for Congress by Bob Lyke. Forthcaming: and U1'S
| ibrary of Congress - Congressional Research Secvice. Pell Grants: Background and {ssues. CRS
Report tor Congress 97-101 EPW by Maigot A. Schenet. Washington, [997.
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The student in each case way assumed to be enrolled full-time in his or her first or second year
at 8 4-ycu public college (the average tuition and fec level for such an institution was
projected to be $3,270 in 1998-1999).°

For purposes ot calenlating the EFC, simplifying assumptions were made with respect
to family finances. Among these assumptions were the following:

¢ all income was from cmployment;
» no asscts were available (or taken into account); and,
e in the two-parent family, it was assumed that only one spouse was emplnyed

With regard ta the calculation of federal tax liability for these cases, it was assuincd that
the standard deduction was used rather than itemized deductions. Further, it was determincd
that the alternative minimum tax did not apply to thesc income ranges.

With regard to federal tax credits, the following applies:

e it was estimated that in all cases shown here the HOPE Scholarship tax ciedil was
worth more to the taxpayer than the Lifetime Lewning credit, and it was assumed that
the credit was taken in the 1998 tax year for expenses paid for the fall and spring
semesters of the 1998-1999 school year;*

e thc Earned Income Tax Credit was included in calculating the EFC under those
circumstances in which 1t could be taken;

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

e the tax credit for child and dependent care expenses was not included.

*(...continued)

financial aid. For students considered dependent, parental income and assets must be included in the
calculation of the amount expected to be contributed toward the cost of attendance For purposes of
federal need analysic, a student 1s classified as dependent unless he or she: is 24 years of age or vlder,
is married: is enrolled in a graduate o1 professional program; has a dependent other than a apouse; is
an orphan or ward of the court (or was a ward until age 18); or is a veteran. There are three type of
single independent etudent: he or she is single and has na dependents (referred to subsequently as a
single childiess independent student), he or she is married without any dependents otier than a spousc
who is not enrolled in postsceundary cducation; or he or she is marricd without any dependents other
than a spousc who is cnrolled. The analysis below focuses only on the first of these single independent
student types.

* This projected 1998-1999 wwitivn and fes lovel was bascd on cstimated 1997 1998 tuition and
foea recently published by The College Board (“1997-199K Increases in College Tuition and Fees
Avcrage Five Percent; Student Financial Aid at Record High,” Press Release, The College Board,
1997). It was asswiteal diat the same 5% ratc of incroase would apply between 1997-1998 and 1998-
1999

* Qualified minon and related expenses paid by a taxpayer dunng the cutrent taa year for an
academic period thar begins within the first three months of the neat tax year are treated as though they
werc paid during the current tax year. ’
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These last two credits, together, could reduce the otherwige allowable HOPH credit by as
much as $900 in our dependent student family

Estimates of dependent student’s income depicted in these figures weic bused upon
estimates of actual income for dependent students in the 1995-1996 school year.® The
estimated average level of own income for all dopendent 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 $4,510

Finally, it should be stressed that, for the figures beluw, wo cliange was assumed in the
income protection alluwances specified in current law for the single independent student or
for the dependent student (i.c., the income protcction allowance against his or her own
‘ 7
incomc).

There are four figures below. The tirst shows the distribution of Pell Grant and HOPE
Schalarship 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 dependent 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 gross income (AGI) rises
trom $0 ta $50,000 * ‘The deep trough in this graph results from the rapid decline in the size
of the student's Pell Grant (between $3.000 and $11,000 AGI, the Pell Grant falls from
$3,000 Lo $0 because the student’s ET'C 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. stodent
receives a Pell Grant have facused on raising the amount of income protected from any
expected contribution toward college costs.

¢ CRS calculations based on U.S. Department of Education's 1995-1996 Nativual Postsccondary
Student Aid Study (NPSAS:906).

' These income protectian allowances are generally intended to reserve a portion of income for
living expenses, profecting It from being expected in contsibulion wward cducation costs.  Under
current law, the income protection allowance for the single childless independent is $3,000. Dependent
students have an income pratection allowance ot $1.730 aganst their own incoine,

* All AGI levels discussed in this memorandum are for 1997. That is the year used in
determining the EFC for ealeulation of the 1998-99 Pell Grants. Caleulating the size nf the HOPE
Schalarship for the 1998-1999 schools year required calculation of 1998 tax liability based on 1998
AGT. It was assumed that 1998 AGT was 3% higher than 1997 AGL.
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Figure 1. Single Childless Independent Student at 4-Year Public College, 1998-1999

$4,000
= $3,500 |
$3,000
$2,500
$2.000 E) HOPE Scholarship
' 8 Pell Grant

e e i

$1,500

$1.000

$500

Total of Pell Grant and HOPE Scholarship

30

Adjusted Gross Income

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 AGl
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 AG], falling
to $0 by $39,000 AGL A small amount of the HOPE Scholarship tax credit can be taken by
this family beginning at approximately $18,000 AGl, 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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$20,000
$25,000
$30,000
$35,000

Adjusted Cross [ncome

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 AG] reaches $34,000 (dependent student’s own
income of $3,720) or $32,000 (dependent student’s own income of $4,510).

PAGE

7



FILE No. 090 10.01 'GQ7 12:06 ID:

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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Total of Pell Grant and HOPE Scholarship
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Figure 4. Dependent Student at 4-Year Public College, 1998-1999 (student has 34,510
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 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’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 fo 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.



Income Protection Allowance Minimum HOPE + Pell Number of Additional
(single/married/married with (goal is new Cost
both in college) $1,500/$1,500/$1,500) recipients

$9,150/$12,030/$9,890 $1,500/$1,425/$1,100 218,000 $725 million
$8,000/$11,000/$8,000 $1,500/$1,275/$850 192,000 $628 million
$7,000/$10,000/$7,000 $1,358/$975/$750 163,000 $528 million
$5,500/$8,500/$5,500 $1,058/$675/$6_25 109,000 $355 million

Current IPA Minimum HOPE + Pell Number of Baseline

recipients 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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The GAP in Pell Grants for Independent Students

and HOPE Scholarships

CURRENT LAW
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Fixing the gap in Pell Grants for lndependént

Students with $528 million

Single Independent students without children

at Alterantive Income Protection Allowance
VS.
Dependent Students
at Current Income Protection Allowance

Federal Benefits — Pell + HOPE by Income

$3.600

$2.500

$2.000

= = Dependent .

$1.500 ¢

Fedoral Benefit

$1.000

y W SR A SO U U I T

......

® IPA: Cumrent law for depandenir ($1,750). altemative (§7.000) for indepeﬁdenls
Pmposed $3,000 maximum Pell

Dependent Student: Family of four, both parents working, one in college, no assets, student earnings =

$2,000



OME EDUCATION ID:202-395-487¢5 SEP 2_9’9? 9:45 No.003 P.08&

‘United States Senate

WASHINGTON, Dt 20810

Sepiember 15, 1997

I

The Honorable Arlen Specter The Honorable Tom Iarkin
Chairman, Subcommittee on Ranking Member. Subcommittes on
Labor, Health and Human Services, Labor, Health and Human Services,
- and Bducation and Education
184 Dirksen Scnate Office Building 123 Han Scnute Office Building
ashington. DC 20510 Washington, DC 20510

Dear Arlen and Tom:

While we understand that you must balance compeling demands with limiited resources,
wi respectfully write to request that the Scnote roceds to the | louse and pruvide at lcast
$3528 million in an incoms protoction allowance adjustmont In the Pell Grant program
during confercnce deliberations on the Y 19498 [.abor, Healih und Human Surviocs, and
Eiucal.iun Appropriations hill.

Wf appreciate your leedershlp in increasing the Pell Grant maximum award from the

c t$2,700 to $3,000. Enactment of this increase in conjunction with funding tn
reglors Pell Urant eligibility for certain students would be an historic mement on behalf of
our nation’s ncediest students, especially when considering thut the average family
income of u Pell Grant recipient is $12,475. '

As{you know, the 1992 amendments 10 the Iligher Fducation Act containcd numerous
chgages 1o the need analysis system used to determine eligibility for federal siudent aid.
Two groups of Pwl] recipionts -- independent students without children and dependent
students who work -- werc adversely affected by these changes. In fact, in 1993-94, the
yedr the 1992 reauthorization went into offect, the number of single indepondent Pell
Grant recipients declined by approximatcty 274,000 individuals or 27 percent. This
numhber held true in Pennsylvania whore 0,000 students (27 porseut) lost their eligibility
to reccive Pell Grants, as well as in lowa where 4,247 (35 percent) losl thoir cligibility.

In their July 21, 1997 letter to you, Senate Lubor Commitice Chairman Jeffords und

king Member Kennedy indicated their support for funding the Poll Grant restoration
10 I}s previous level and stated that they would *work to onsure thist our Committee makes
the necersary changes to authorize this increase in assistance for these students ”
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- Sdptember 1S, 997
P4ge Two

Apaip, ]
we want to thank you for your continued support for the Js|j Grant pro d
TAm
nate rocade to the House and providcg for a’:‘ﬂ
n the Pell Grang program.

oyr nation’ '
inq on’s students, and urge that tha Se

FOme protection allowance ad justment |

Sinccrely.




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: | desperately need to know

A rule of thumb --

$50 million for a $250 increase for Dependent students. (The current IPA for dependent students is
$1,750.)
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Wnited States Senate

WMHINGTON, Dc 20810

’ _ Seplember 1§ . 1997

The Honorable Arlen Specter The Honorupje Tom Ilarkin
Chairman, Subcommittec on _ Ranking Membe, Subcommittes on
Labor, Health ghd Human Servicey, Labor, Health and Human Services,
and Educatjon and Educatijon
184 Dirkson Sengte Office Building 123 Hart Sengto Office Building
ashington, DC 20810 Washinglun, DC 20s)0

Dear Arlen ang Tom:

ile we understang thar Youmust balance competing demandy with limited resources,
Wi respectfully write to request that the Qejate reveds Lo the 1 Touse and provide at leas:
8 million in an income prateetion allowance adjustmoent In (e Pell Gran program
during conferenge deliberations oy the FY 199g Labor, Healil und Human Services, ang
E{Jcaﬁon Appropriations hil].

We appreciate your lcadership jn increasing (he Pef| Grant maximuan, award from the
current $2,700 1o $3,000. Enactmcnrol'this increasc in conjunction with funding 1o
resiore Pelf Cirant eligibility for certain Students would be g historic moment on behalf of
Qur nation's needjest students, especially when considering thy the average family
indome of g Pg] Grant recipient is 312,875

I'wa groups of pajj recipionty -- Independont studeys without chifdren and dependent
Studeats who work -. werc adversely affected by these changes. In tuct, in 1993.94, the
year the 1992 FeAuthorization wepy inlo ollegt, the humber of single independont pey)

cir July 21, 1997 letter to you, Senate Lihar Commityeg Chairman Jeffords and
Ranking Member Kennedy indicaeg their support for funding the Pojy Grant restoration
10 IIs previous leve] and stated that they would “wark to ensure thui oyr Commitiee Mmakes
the necessary chanyes to authorjze this increase in assistance for (hege students ™
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Séptomber 15, 1997

P4qge Two

Again, wo want to thank

g you for your continued s 1 fi

el wo . 4 support for the Pell Gra

e p:-, mf:iu-iemﬂ' and urge I.‘hat the Senate reoede to the Houye tnd p?:‘t::g rfam'and
v CHon atlowance adjustment in the Pell Grant program ora

Sinccrely.
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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 aduit 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 (811,000/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’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 middlc 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 @ major category of students who will not be able to enjoy a $1,500 benefit
Jrom 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 Jeast $1,500 in aid that has been set out for virtually all other lower and middle income
students.
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Income Protcction Allowance Minimum HOPE + Pell Number of Additional
(single/marricd/married with (goal is new Cost

both in college) $1,500/$1,500/$1,500) recipients
$9,150/$12,030/%9,890 $1,500/$1.425/$1,l-00 218,000 $725 million
$8,000/811,000/$8,000 $1,500/$1,275/$850 192,000 $628 million
$7,000/$10,000/$7,000 $1,358/8975/8750 163,000 $528 million
$5,500/$8,500/$5,500 $1,058/8675/8625 109,000 $355 million
Current IPA Minimum HOPE + Pell Number of Baseline
' recipicnts 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 earings (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 [ nor OMB,
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,
M L L
A AP, 4

Marshall S. Smith
Acting
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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-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 OMB,
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 matenalize.

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,

M“"-’L‘—‘/I /. ‘ulﬂ

Marshall S. Smith
Acting



UNITED STATES DEPARTMENT OF EDUCATION

THE DEPUTY SECRETARY

September 25, 1997

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.

[ 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.

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 OMB,
nor any other analyst can say with certainty that a relatively small estimated shortfall -- 1.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,

M"’-’LM /, ‘ulﬂ

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 ruies --'¢.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 OMB,
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,

MM aslaq 1 &%/

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 small
amount of a single independent student’s income (known as the Income Protection Allowance, or
IPA) 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.

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 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 net 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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Dan_Madzelan @ ed.gov
09/26/97 11:33:00 AM

Record Type: Record

To: Robert M. Shireman

cc:
Subject: Re: URGENT

Bob... @ g 7 70 7
I've FAXed Aromie the 2 graphs. _ ;{ gg/ d (] {

Also, if you haven't already gotten the info re yesterday's phone
request: % ({ g\ yﬂ j

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

DanM —/G[ g/ 0 0¢

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 | wanted to underline the need to
have this as early as possible. It shouldn't take very long to get the numbers
wae 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

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 appropnation
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 2 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 niot want to see it repeated. Iam
convinced that we are not in that situation. Itmay help to put this issue in some perspective.

The Pell Grant program provides awards to students based on the combination of the rules 1n the
Higher Education Act and any changes to those rules -- €.g., 1o set the maximum award —
enacted in the anpual appropriation act. We estimnate 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 ata 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 comumitment not to cause students to get
less than the award they are eligible for, just because there may have been a relatvely small
difference between the cost estimate in the budget and the cost estimate at a later point in time.

600 INDEPENDENCE AVE., 5.W. WASHINGTON. D.C. 20202-0500
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Page 2 - Honorable Arlen Specter

We are working hard to refine the estimating techniques used for Pell, but neither 1 nor OMB,
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 matenalize.

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, _
I ~ sl
s l. &7

Marshall S. Smith
Acting
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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 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 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 concem
about the award schedule.

I share completely your concern that we not under-fund Pell Grants and build up 2 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. [ 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 o those niles -- 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 10 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. 1am sure you share our commitment not to cause students 1o 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

Aeir micctan te ta enaure eaual access to education and to promote educational excellence throughout the Nation.
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Page 2 - Honorable Tom Harkin

We are working hard to refine the estimating techniques used for Pell, but neither I nor OMB,
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 matenalize.

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 apy questions.

Sincerely,

m-JLM /. A,ﬂ

Marshall S. Smith
Acting
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UNITED STATES DEPARTMENT OF EDUCATION

THE DEPUTY SECRETARY

September 25, 1997

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

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

{ want to assure you that given the estimates of the cost of the 1998-1999 school year prograrm
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 wWay a cause for concem
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 bave been unnecessary when
later data become available. | am sure you share our comnmitmnent 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 tme.

400 MARYLAND AVE., S.W. WASHINGTON, D.C. 202020500
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We are working hard to refine the estimating techniques used for Pell, but neither I nor OMB,
nor any other analyst can say with certainty that a relatively small estimated shortfall -- 1.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 guestions.

Sincerely,

m*:‘ﬁ‘d /. AIV

Marshall S. Smith
Acting
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September 25, 1997

Honorable David R. Obey
Subcommittee on Labor, Health
and Human Services, and
Education Approprations
House of Representatives
Washington, DC 20515

Dear Mr. Obey:

I understand that there is some confusion about the current Pell Grant estimates and oui 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.

1 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 concemn that we not under-fund Pell Grants and build up a significant
shortfall that we would have to retire next year wath extra budget authority. This Administration
inherited a situation like that upon taking office and does not want to see it repeated. ] am
convinced that we are not in that situation. [t may help to put this issue in some perspective.

The Pell Grant program provides awards to students based on the combination of the rules 1n the
Higher Education  Act and any changes to those rules --:¢.g., to set the maximum award --
enacted in the anpual 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 ata point
in time on past recipients and awards. Itis impossible in this program to know with certainty
exactly how much money will be peeded 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 ttme.

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

Aeir miccinn (e tn mncure caual access to education and to promote educatlonal excellence throughout the Nation
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We are working hard to refine the estimating techniques used for Pell, but neither [ nor OMB,
nor any other analyst can say with certainty that a relatively small estimated shortfall -- 1.¢., In
the neighborhood of $300 million or less than 2 percent on a base of the 320 billion spent on Pell
Grants over three years -- will actually matenalize.

We are monitoring this issue closely. We will not support an unacceptable defict 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,

M*J’L-/l /. A,ﬁ

Marshall S. Smith
Acting
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UNITED STATES DEPARTMENT OF EDUCATION
THF. DEPUTY SECRETAKY

September 25, 1997

Honorable Arlen Specter

Chairman, Subcommitice on Labor,
Health and Human Services, and o
Education Appropriations

Unuted States Senate

Washington, DC 20510

Dear Senator Specter:

) understand that there is come confusion about the current Pell Grapt esimates and our ability to
support the $3,000 maximum Pell Grant for school year 1998-1999 with the budget authority
requesied 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 y2ar program
which we now have and have reason to believe we will have io F cbiway 1998 (when the
1998-1999 program year award schedule is released), the Secrotary w1l not use the appropriation
bill authority 1o reduce awards. The current esamates and what we expect by February are well
within the range of previnus astimstes 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 3 situation like that upon taking office and does not want to coe it repeated. I am
convinced that we are not in thar situation. It may help to put this issue in some perspective.

The Pell Grart program provides awards to students based on the combination of the rules in the
Higher EQucation Act end any changes to those rules — ¢.§., to set the maximum award —
enacted in the annua! sppropriation act. Wc cstimate the cost of cach vear’s program based on
what we know of these rules (or are proposing for law chanpes) and the data we have at point
in ime on past recipients and awards. It is impossible in this progrem 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 subscquent program year to be used, if pecessary, to finance part of a current
program year. The alicinative w Wis Ouaibility would be w initiate award cuis i the February
before the July 1 start of the program that could well turn out to have been unnecessary when
later data become available. Iam sure you share our commitment not o cause students to get
less than the award they are eligible for, just because there msy have been a relatively small
difference between the cost estimate in the budget and the sost estimete st 3 lster point in time.

630 NDEPERDENCE AVE.. 8 W. WASHINGTON, D.C. 202020500

Our mussinn (s  ensure equal acces 10 cducation and o promote edusatuna: exeollonce (hroughout the Nedion.
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Page 2 - Honorable Arlen Specter

We are working hard to refine \he estimating techniques used for Pell, but nei-her I nor OMB,
ner any other analyst can say with certainty that a relatvely small estimared shortfall -- i.e., in
the neighborhood of $300 million or less than 2 percent on a base of the $20 billion spent on Pel)
Grants over three years -- wil] actually matersaljze. '

We are monitoring this issue closely.” We will ot support an unacceptable deficit or
nsutheiency in the program, but peither will we reduce awards when the estimates are well
Wwithin the range of acceptability in this complay astimatin g context.
Pleasc feel fiee to contuct e or my s(aff with any questions.
Sincerely,
P w5t
st LAy

Marshall S. Smith
Acting
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AMERICAN COUNCIL ON EDUCATION

Divisien of Governmental Relarions

June 25, 1997

Dear Representative:

The higher education associations listed below represent the nation’s 3,600 two-
and four-ycar colleges and research universities and the 1S million students they enroll.
We commend the members of the subcommittec for recognizing that investments in student
aid and biomedical research contribute to a more knowledgeable, hcalthier, and stronger
nation. We appreciale past etforts by the subcommittee to facilitate access to a college
cducation and to ensure progress in scientific rescarch, and we urge you to continue these
commitments in devcloping the FY98 Labor-HHS-Education appropriation bill.

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

We urge you to adopt the Adminisiration’s budget request for 1 $1.7 billion
increasc for the Pell Grant program. Growth in the maximum 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 increasc that you provided last year,
and we urge you to incrcase the award to $3,000 for FY98. Furthcrmore, 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 reauthorization. Instead
of the [ormulation presented in the President’s budget, howcver, we recommend that
Congress increase the income protection allowance for single independent students, and for
married independent students when both are in school, from $3,000 to $6,000, and for
marricd independent students without dependents from $6,000 to $9,000. In addition, and
still comfortably within the $725 million rcquest, 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 tamilies who work. We would be
pleased to supply legislative language Lo achicve these changes.

A second area that we believe merits increascd funding is campus-based student
financial assistance (Supplemental Educational Opportunity Grants, Federal Work Study,
Perkins Loans). These programs have been invaluable in helping to cushion the declining
purchasing power of Pell Grants. Each of thesc programs plays a distinctive and important
role, but we would like to highlight the SEOG program as a particularly efficient way Lo
boost grant aid for some of our nation’s needicst siudents. We recommend a $100 million
increase for SEOGs, as was proposed by Scnators Lott and Specter in last year’s budget
negotiations. The program has been level funded since 1992. We also ask you to accept
the President’s proposal to increase I'Y 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-income students who
have considerable need.

One Dunont Circle Wnshinatnn D C 27N3A.440°% 7909 00 .0RGE
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We vigorously opposc the Administration’s proposed elimination of the State
Student Incentive Grant (SS1G) program, and we urge you to maintain this program at least
at its FY97 lcvel of $50 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 direct student loan program in
accordance with statutory authority.

We also strongly support the TRIO programs, and urge you to provide an increase
for them. Currently, fewcr 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 (or
attaining a college degree.

We urge the subcommitiee 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 compcting fellows can be supported. This funding
will serve as a critical bridge as we work with the Cducation and the Workforce Committee
during the reauthorization of the Higher Education Act to revise the Title TX graduate
cducation 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) We 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 I1T, including Part A, which has
been cut by more than 45 percent in recent years. 2) We support an increase for Title VI
programs, the specific details of which have been prcsented in a separate |ctter from the
Coalition for International Education. 3) We oppose the President’s proposal to climinate
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 XT be funded at least at its FY97 funding level. 4) We urge
you to provide not less than the President’s request to maintain the FY97 fundin g level for
the Fund for the 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 increasc biomedical research funding. We are pleased
that the subcommittce allocation would appear Lo accommodate these important increases,
and we urge your support for them.
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We respectfully urge your consideration of the requests we have made for these
high priority programs. We recognizc that you will bc making many difficult decisions and
we would be pleased to provide you with any additional information that might be helpful.

Sincerely,
TaA{le

Terry W. Hartle
Vice President

On behalf of the following:

American Council on Education

American Association of Community Colleges

American Association of State Colleges and Universities
Association of Amcrican Universities

Association of Catholic Colleges and Universitics

Association of Jesuit Colleges and Universities

Council of Graduate Schools

Council of Independent Colleges

Hispanic Association of Colleges and Universities

National Association for Equal Opportunity in Higher Education
National Association of Indepcndent Colleges and Universitics
National Association of Student Financial Aid Administrators
National Association of State Universities and Land-Grant Colleges
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June 26, 1997

The Honorable John Porter The Honorable David Obey

Chairman, Suhcommittes ont Ranking Member, Subcommitiee on

Labor, Health and Human Services Labor, Health and Human Services

and Education and Education

2358 Raybura 1016 Longworth

Washington, DC 20518 washingion, DC 20515

Dear Chairman Poner and Ranking Mcmber Obey:

We grcatly appreciate your support for increased funding for the Pell Grant
Program and we believe it should be the top tunding pelority of all the higher cducation
programs. However, a5 your Suhcommittee begins its deliberations on funding for
sducation programs, we would like to bring w your attention the need for increased
assistance to certain categories of independent and dependent students participating in
the Pell Grant Program.

The 1992 amendments to ths Higher Education Act established 8 new Federal
Need Analysis Methodology to be used for the Pell Grant Program. The new
raethodology resulted from the integration of (wo existing formulas and in reconciling
the differences, Congress atizmpted 10 minimize the impact oa the current distribution
of Pell Grant recipients and award amounts at the time.

Unfortunately, single, independent students without dependents and dependent
studcnts with earnings have been negatively impacted by the formula change. We
belicve some modest chunges to the need analysis formuls would significantly improve
the Pell Grant Program. Specifically, the income protection allowance provided for
these two groups of spudents needs to be increased. The incoms protection allowance
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for single, independent studenis without dependenis is too low to reflect actual living
cxpenses, and it was oot indexed to inflation when adopted in 1992. With regard lo
dependent students, we believe &n increase in the income protection allowance will
provide an incentive for students to work, rather than borrow to finance their
education. _

At the hearings on the upcoming authorization of the Higher Education Act, the
eligibility of these two groups of students for Pell Grant awards has besn a primary
issue. At many campuses across the country, the average age of the saudent population
is over twenty-five. Thesc students are working to improve their skills for the job
market or are starting in new fislds as 8 result of business closures and downsizing.
Pell Grant assistance is often vital to their ability to pursue a new career.

As you make the funding decisions for the programs under the jurisdiction of
your Subcommittee, we ask you to consider including an increase to the income
protection allowance currently available to single, independent students without
dependents and dependent students with carnings. Such a change will enable more
deserving students to participete in the Pell Grant Program.

Thank you for your consideration of this request.

Sincerely,
\

ill Goodling, Chairman Bill Clay, Ranking Mehber
Commirtee on Education Committec on Education
and the Workforce and the Workforce
%ﬁ% Dale Kildee .

Chairman, Subcommitiee on Ranking Member
Postsecondary Education, Subcommittee on
Training and Life-Long Postsecondary Education,
Learning ! . Training and Life-Long

Learning
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July 21, 1997
The Honorable Arlen Specter The Honorable Tom Harkin
Chairman, Subcommittee on Ranking Member, Subcommittee on
Labor, Health and Human Services Labor, Health and Human Services
and Education 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 Peil 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.

The 1992 amendments to the Higher Education Act established a new Federal
Needs Analysis Methodology to be used for the Pell Grant Program. The riew
methodology resulted from the integration of two existing formulas. In reconciling the
differences, Congress attempted to minimize the impact on the current distribution of
Pell Grant recipients and award amounts. T

Unfortunately, single, independent students without dependents and dependent
students with earnings have been hurt by the new formula. We believe some modest
changes to the needs analysis formula would significantly improve the Pell Grant
Program. Specifically, the income protection allowance provided for these two groups
of students needs to be increased. The income protection aliowance for single,
independent students without dependents is too low to reflect actual living expenses,
With regard to dependent students, we believe an increase in the income protection
allowance will provide an incentive for students to work, rather than borrow to finance
their education.
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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 $500 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,

A2

Edward M. Kennedy, Ra&hking 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

| July 10, 1997
Dear MaJority Leader Lott and Speaker Gingrich:

On behalf of the millions of students represented by the U.S. Student
Associatdon 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 millions of low-income families, single independent students
will receive little or no 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 under the current needs analysis formula.

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.

Our 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 policies and spending that deepen the divide in
higher education -

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

Sincerely, .
,{\/M- . gm 749%{“““
Ivan Frishberg Erica Adelsheimer

PIRG's Higher Education Project U.S. Student Association



