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| SHARING THE BENEFITS OF ECONOMIC GROWTH

A——

~Table 1-4.. THE G.L BILL FOR AMERICA’S WORKERS COMBINES 70 PROGRAMS
" INTO' ONE WORKFORCE DEVELOPMENT SYSTEM, AND INCREASES FUND-

ING $1 ‘BILLION OVER 1995
, ' (Dlscrenonaxy budget. authonty, in xmlhons of dollars) ‘
,Sets of Cazegoriqmi Programs ’ Baacmd System Components Pri?zged
- JTPA sdult PIOEFRmE .ooreeelerisseses ) 997 | Skill and Pell grants to individuals: S
. Dislocated worker Programs ..o 1,206 | Dislocated workers oovvvcveennen... - 582 '}’
. Pell grants 6,247 |  LOW-iDGEOME POTEODE .oonroresnsrieesscessensanmainns <..‘ 13,059
Employment service . _ 912 Pell grants for AA degrees and above .. 4,480
- State postsecoudaxy renew program .............. w20 .
Research. evaluation and demonstrauons e 481 . Subtotal, mdmdual grants ....................... ' 8,121
Oue-Stop Career Centers . ‘120 - : o ‘ C
JTPA and other youtb programs 1,630 | Stata-defined services system:
School-to-Work (ED and DOL) ..c.cevrvee. wwe . 250|  Adults (including One-Stap) . 2,685
Vocational education programs .......cimeomon © 1,178  Adilt and family literacy .. o 490
Adult education and family literacy programs 488 |  Youth (uxcludmg School- to—Wurk} 2,906
Totak ' ‘ o | Totak. : '
Categorical programs .../ 13,188 | Better Jobs and Skills System cemreregmeee 14,202
loauws for education and training (in millions | Loans for education and u—mnmg (m millions
of QOArS) v e 25,757 of dOMAars) ..ot b s 28,356
T -

The new jobs and skills initiative will

‘allow each State to devise an integrated
_strategy that unifies all elements of the

training and education system. The building
blocks are described separately below (though
the Federal Government would no longer
require States to maintain separate programs).

Helping Adults: The President’s proposal

would create “Skill grants” for unemployed
. and low-income workers and Job seekers.
-States would create systems to give individuals

the information they need to make informed
choices with these grants and ensure that

 workers are not defrauded by incompetent -
-or unscrupulous providers. The proposal would
¢ make ‘1.6 million more grants and loans
+." available in' 1996 than in 1995. (See Chart
+ 18) It also would support State efforts
to design new, more flexible, integrated sys-

tems that will provide information about

" jobs and training, counseling, placement as-

S!Stance and other services.

¢ Individuals would get Skill. grants of. Pell -
- grants of up to $2,620 a year for training; -

¢ The budget proposes $3.6 billion in 1996
for Skill grants for technical education and
- $4.5 billion for associates and bachelors

- degree courses through Pell grants. The

student loan programs will provide an-
other $28 billion in loan capital to help
finance training and higher education;

¢ Low-income persons would get Skill grants
based on family income and cost of edu-
cation, in the same. way they do now under
Pell grants; and

« Dislocated workers who need training
would qualify for Skill grants without an
income test. Adults who. lose their jobs and
need skill training to get a new one would

- receive mcome support i

The proposal ‘would buﬂd upon progress_ ;
underway through “One-Stop Career Centers”
to encourage States and localities to design

"and implement new systems of placement

an_d trainingfelated services within five years.

¢ It would provide $2.7 billion, most of it
to States to design and operate the new
system; and some for Federal activities .
such as oversight, research, evaluation,
and response fo mult:—State layoffs and
natural disasters; and

o It would provide 3490 million for adult
~ and family literacy, which the States could .
- use as they want for basic skills instruc-
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EDUCATION FUNDING:

1 " General Education Funding:

Figures on funding for major Administration education initiatives are provided
in the attached material.

2. Title 1:

Answers to specific Title 1 questions are included in the accompanying
information. ? ote Yak we Shoe I l\i{j claim

e L reduees o s o

'HIGHER EDUCATION:

1. Réformi(lg the Student Loan Program:

. The Student Loan Program helps millions of students to borrow for college.
(The quote should be changed from "...making college more affordable for

- more than 5 million." Also, "...millions of students tomorrow..." should be
‘changed to "students to borrow " (Fiscal Year 1997 Budget Supplement |

pages 79- 80\

2 " Increased Pell‘Grant support: -

3\@,, tudents can receive up to a $2,470 Pell Grant in add1t10n to $2,625 in
mmsubsidized loans for a total of almost $5,100 FY96. ’Fhe-fxgu—se-depead&on
the-year. The Department of Education Student Loans Overview, page 2.

A Summary of the Pell Grant Program is also included. Fiscal ‘Year 1997
Department of Education Budget, page 10. '

1 3. Direct Loans:

The loan volume for 1997 is expected to be about $13 billion for both the
FFEL and the Direct Loan Programs. ‘ |

The new Direct Student Loan Program is a less bureaucratic way to borrow
~money. The Student Guide to Financial Aid from the U S. Department of
“Education, pages 11-12.

New Direct Loans with a Pay-As-You-Go- Optfon will account for 50% of
“loans. Department of Education Student Loans Overview, - Flscal Year 1997

Budget Request, page 3.

The authoriiing legislation for the New Student Loans Program. is also included



; in the accompanying documents. Department of Education Student Loans
‘ Overview, Fiscal Year 1997 Budget Request, page 4.

4. National Servrce/AmerlCorps: ‘
. ‘ ' !
AmeriCorps has 25,000 members earning up to $4,725 for their service.
Corporatron for Natronal Service Budget Estimate, Fiscal Year 1997

L “Legislation ¢oncerning the amount of award for service is mcluded Public
: ' Law 103-82.

5  Work-Study Expansion:

‘The President proposed to expand the Work-Study Program to 1 million
participants by Fiscal Year 2000. Fiscal Year 1997 Budget Supplement, pages .
81 & 407.

6. Honors Scholdrships:

The president proposed to provide a $1,000 scholarship for students in the top
"~ 5% of each high school class. Fiscal Year 1997 Budget Supplement pages 81
& 410.

7. ‘IRAs for Education:

Penalty—-free withdrawals would be allowed for education. General
Explanatrons of the Admmrstratrons Revenue Proposals, page 8

: 8. Skzll Grants:

Skill Grants would be provided for low—income adults in addition to dislocated
workers. Fiscal Year 1997 Budget Supplement, pages 81-82 & 671.

A general description of the Skill Grant pr'opbsal is included also. Fiscal Year
1996 Budget of the United States Government, page 23.

|
' AMERICORPS

‘ : Answers to specific AmerrCorps questions are mcluded in the accompanymg
material.

i
. }

. iSAFE AND DRUG FREE SCHOOLS

t

A funding chart for the Safe and Drug Free Schools Act is provided in the |



attached information.
Funding was reduced because initial costs of setting up were paid for with
money from previous years. Maintaining existing programs is cheaper less
costly than establishing them. Declining drug use among youth allowed
resources to be shifted elsewhere. 1994 House Appropriations Committee
Report. 1994 Senate Appropriations Committee Report.
A state-by-—state fﬁnding chart is in the attached material.
_ . A state-by-state description of how Safe and Drug Free Schpolé Program |
P funds are used is included the accompanying information.
GOALS 2000
A chart llstmg Goals 2000 fundmg is attached.

- Examples of State and Locai Use of Goals 2000 funds are included..

HEAD START
.. Funding Chart ’ , .
. A chart listing statc—by —state Head Start fundmg and part1c1pat10n is included
in the accompanying material. . : .
'SCHOOL LUNCHES |

Differences between previous and recent Congressional Welfare' Reform
Proposals and the Administration's Work First and Personal Rc5p0n51b111ty Act
of 1996 are outlmed in the attached 1nformat10n
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Godls 2000 - Title Il

Staté

i
1

ALABAMA
ALASKA

ARIZONA -
. ARKANSAS

CALIFORNIA

COLORADO*

CONNECTICUT

DELAWARE*

FLORIDA

GEORGIA

HAWALI

IDAHO

ILLINOIS

INDIANA

IOWA*

KANSAS*

KENTUCKY*

LOUISIANA

MAINE .

MARYLAND*-

MASSACHUSETTS"

MICHIGAN* '

MINNESOTA*

" MISSISSIPPI

" MISSOUR!
MONTANA+
NEBRASKA
NEVADA* ,

NEW HAMPSHIRE+
NEW.JERSEY
NEW:MEXICO*
NEW!YORK
NORTH.CAROLINA
NORTH.DAKOTA*
OHI0*
OKLAHOMA+
OREGON*
PENNSYLVANIA
RHODE.ISLAND
SOUTH.CAROLINA
SOUTH.DAKOTA
TENNESSEE
TEXAS*

UTAH*
VERMONT"
VIRGINIA .

. WASHINGTON*
WEST.VIRGINIA®
WISCONSIN

- WYOMING ,
DISTRICT.OF.COLUMBIA
PUERTO.RICO

OUTLYING AREAS, BIA, and
ALASKA NATIVES

PEER REV[EW SET-ASIDE

TOTAL

07/23,96 15:30  T202 401 6139

- indicatés State has réceived 1996 grant award
+-in FY1995 funds are avalrable for award directly to LEAs inthe State on a compet itive basis

5'361.870.600

ED/0US/BS e
23-Jul-96
FY 1894 FY 1985 FY 1996
Allocation Allocation Allocation
© $1,601,966 $0 $5,675,986
459,903 1,603,780 1,437,296
1,362,358 5,649,307 5,038,557
991,579 3,783,542 3,434,819
10,524,929 43,646,844 39,211,219
1,085,028 4,444 927 13,922,624
960,721 3,586,972 3,149,595
405,701 1,338,680 1,242,928
4,026,309 16,439,307 14,713,635
2,360,625 9,286,084 8,515,014
417,148 1,432,053 1,307,668
457,565 . 1,625,598 1,478,175
4,142,656 16,575,525 15,050,826
1,734,498 6,796,298 6,280,894
886,746 3,337,057 3,077,877
864,615 3,310,395 3,099,621
- 1,477,200 5,985,738 5,645,490
2,066,082 8,258,441 7,642,089
- 505,866 1,707,617 . 1,535,403
1,448,309 5,576,162 5,016,113
1,881,814 7,245,727 6,242,461
3,626,515 14,895,257 13,653,547
1,387,624 5,573,220 5,062,092
1,359,516 5,280,585 4,864,881
1,691,269 6,763,905 6,132,073
| 449,712 1,617,050 1,459,914
567,422 2,058,543 1,834,350
410,095 1,470,830 © 1,303,042
0 1,337,386 -1,232,612
2,447,997 9,113,159 7,904,169
- 741,603 2,883,664 - 2,610,240
7,173,261 28,100,168 25,358,328
2,062,238 8,027,556 7,280,313
406,274 1,389,495 1,259,984
3,715,308 ' 15,374,440 14,226,873
1,153,998 4,556,912 4,176,732
1,046,640 4,158,672 © 3,799,963
4,074,763 . 16,095,253 14,464,447
442,261 . 1,533,991 1,359,668
1,274,631 . 4,882,089 14,511,625
428,975 1,464,085 1,308,917
1,677,480 6,620,697 5,999,453
7,293,999 30,293,528 27,187,479
709,082 2681446 - 2,452958
406,722 - 1,319,304 .. .. 1,225743. .. -
: 0 -0 6,200,305
1,581,128 .6,559,793 6,056,946
778,396 2,901,252 2,788,423
1,682,771 6,822,104 . 6,320,177
370,124 1,309,003 1,224,150
476,600 1,578,973 1,353,218
" 2,383,988 9,958,890 9,064,078
920,000 3,618,700 3,400,000
0 "0 - 300,000
$52,400,000 $340,000,000
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AMERICORPS

ID: o : : JUL 23’96 0:00 No.0O6 P.02°

How imany times has the Republican Congress trled to ellminate or cut AmerlCorps
fundlng" . - o

In the FY 1996 appfopriations process, both the House and Senate bills did not provide
funding for AmeriCorps and the other national service programs funded in the VA-HUD

" appropriations bill. Funding for these programs was restored on the floor during final

debate on the conference bill, In the current FY 1997 process, an amendment on the

* House floor eliminated funding for AmenCorps and other national semce ‘programis in
- the House VA-HUD bill. The Senate full committee bill provides funding for these

programs at the PY1996 level. . o .'

How does the Administration respond to attacks on AmeriCorps? Speclﬂcally,

. when the program is deémed Ineffecttve, too expensive — “According to GAO each
~ AmerjCorps parﬂclpam cost is $26 654. *

The GAO study found that “resources available™, not ¢osts, per participant averaged
$26,654. Only $17,600 camne from the Corporation for National and Comrnunity Service
and the rest camie frotn federal, state, nonprofit and private organizations.. Senator ,
Grassley, one of AmeriCorps’ ciitics challenged the CNCS to corne up with a reform plan
to reduce the costs per participant. In late May of this year, Harmis Wofford, the former
U.S. Senator from Pennsylvania, and new CEO of the CNCS announced a plan to reduce
CNCS overall costs and, in particular, per participant costs. Through a variety of
measures the CNCS will reduce its cost share per patficipant to 17,0003 m 1997, $16,000
in'1998 and $15, 000 in 1999.

Statisﬁcally, how can we argue that the’ program isa succes*s” How many siudcnts

~ have parﬁclpated to date and how many serve each year?

Since the bcgmmng of AmeriCorps in FY 1994, over 50,000 young people have had the
opportunity to serve their cornmunities through AmenCorps to address vital local needs
such as health care, crime prevention, and education, while earning a monetary award to
help pay for college or other post-secondary education or training. This year an
additional 25,000 will serve their communities and the President’s FY 1997 budget
provides fundmg for another 30,000 1o serve. :

A comparion program to AmeriCoips, the Learn and Serve program, engagec school age
youth (K-college age) in service leaming projects within their community. Thus far, over
800,000 young people have had the opporturnty 1o serve their communities and over
700,000 will have opportiinities this year. The President’s FY 1997 budget request
provides funding to -:upport ncarly 850,000 schoo! age youth in 1997 alone
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Ma jor Differences Betwecn ‘ Child Nutrition Provisions in Congressional Welfare Reform |
Proposals and in the Administration’s Work Fu'st and Personal Responslblhty Act of 1996

o
[
1

i
i

HR 4 -- the Pérsonal Respons:bxhty Act of 1995, as originally mtroduced by the
Republican leaderhip, would have block granted Child Nutrition programs and cut them by
about $6.6 billion over five years over the Administration baseline. Block grants would
have reduced food benefits for.children, eliminated national nutrition standdrds, and
eliminated the program’s responsiveness to periods of recession or econormc hardship. In
addition, the bill contained burdensome- imrmigrant prowsnons ' i

The Co&férc’nce*reported HRA4 ehrmnated the natiorial Child Nutrition bl’:{ck grants and

replaced them with optional School Lunch block grant demonstration projects in seven
USDA regions. While an improvement over the origirial HR4, the proposed block grarits
still threatened national nutrition standards and compromised the national nature of the
program. As with the easlier version of HR 4, this bill imposed & citizen/legal resident
eligibility test that would requires all children, including citizens, to fill out eligibility forms
-- roughly doubling the number of school meal applications that. would need to be filled.

In addmon the bdl made many other cuts in Child Nutrition programs

The AdministratiOn’s Work First and Personal Responsibﬂity Act of 1996 saﬁes $3.2

billion over six years and makes small adjustments to Child Nutrition programs by
rounding down reimbursement rates, means-testing family day care homes, and making
other minor changes. It contains no block grants and no adrmitustratively- burdensome

1mmlgrant prowsmns

Currently, there ar'c two Republican leadership welfare reform bills under consideration by
Congress: HR 3507 -- the Personal Responsibility and Work Opportunity Act of -

1996 -- and S 1795 -- the Agriculture Reconciliation Act of 1996. Neither bill includes

aniy child riutrition block grants. The Senate bill, in addition, has made significant .

" improvements. Tt:prohibits conditioning child nutntlon and certain comrnodity program

assistance on c1t1zensh1p or immigrant-status. The House, on the other hand rétains the
ummgram provnsmns for Chﬂd Nutnnon programs :




* CHILDREN

_.How many children have benefited from the President's increase of Head Start?

budget? Is this number correct? The cite and documentation are needed for this
figure and also for any additional figure which may apply.

Can we get a copy of the DHHS press release from 10/25/95 on Head Start? It -
documents. the House/Gingrich cuts. Document that the FY96 Senate Budget
Resolution froze Head Start funding and would have affected 150 000 children.

How many students/schools would the GOP budget have cut from the threct Student
Loan program’? (The figure in use ranges from 2.5 million to 2. 2 million studcnts and

Lo 1350 to 1200 schools ) Cite and document these numbers ‘

Grants?
Is this number conszstent with figures used in the past? Cite and dccument that
number S~ T

.S‘VEducation Denpt., 5/9 .

Document

The House Labor, HHS Appr Oprza{zons bill that would have demed Pez'z' Gr ants fo
380,000 students compared 1o the President's plan and 198,000 fewer students would
receive Pell Grants compared 1o 1995. [Congressional Record, House Vote No. 626,
8/4/95, p. H-8420; Education Department, Budget Service] |

How many states are participating in Goals 20007 How much ﬁmding has each state
( received? Anecdotally, how have these states put this- funding to. work e.g.
Kentucky's homework hotline?

— N
How many students would the FY% Republican budget preposals have cut from Pell

M€

~ The figure 130,000 is commonly used and is cited in the 82 reasohs to veto the GOP

{




GOALS 2000

Fiscal Year

1993
1994
1995
1996
1997

MAJOR EDUCATION FUNDING INITIATIVES

~ President's
- Request

420,000,000

708,000,000 -

750,000,000
491,000,000

_'House Action

. 0
388,400,000

| 0
0

SCHOOL-TO-WORK OPPORTUNITIES

Fiscal.Year.

1993
1994
1995
1996
1997

President's
Request

135,000,000

150,000,000

200,000,000

200,000,000

House Action

r

33,750,000
140,000,000
95,000,000

175,000,000

Senate Action

116,000,000
428,400,000

350,000,000

. —-

Senate Action

50,000,000
100,000,000
186,000,000

SAFE;AND DRUG-FREE SCHOOLS AND COMMUNITIES

Fiscal Year

- 1993
1994
1995
1996

1997

President's
Request

653,963,000
673,227,000
659 209.000

500,000,000

. 540,000,000

House Action

612,472,000
467,162,000
481,962,000
-200,000,000

440,978,000 -

. Sénate Action

608,659,000
500,000,000
481.962.000

400,000,000

TITLE GRANTS TO LOCAL EDUCATIONAL AGENCIES

Fiscal Year

1993
1994
1995
- 1996
1997

President's

Request

6,235,000,000
6.500.000,000

- 7,000,000,000

7,000,000,000

7,165,000,000

House Action

6,172,650,000

. 6,291,000,000

6,698,356,000
5,555,000,000
6,751,348,000

| Senate Action

6,178,000,000
6.381,000,000
6.698,356,000

6,833,887,000

Final
Appropriation
| .

105,000,000
371,870,000
350,000,000

Final
Appropriation .

i

50,000,000
122,500,000
180,000,000

Final
Appropriation

598,227,399
487,162,000

. 465,981,000

465,971,000

{ Final
Appropriation

6,125,922,400
6,336,000,000
6,698,356,000
6,730,348,000



EISENHOWER PROFESSIONAL DEVELOPMENT STATE GRANTS

President's
Fiscal Year Request
1993 248,000,000
‘1994 252,658,000
1995 752,000,000
1996 735,000,000
1997 610,000,000
CHARTER SCHOOLS |
: | President's
Fiscal Year ~ Request
1993
1994 - »
1995 15,000,000
;1996 20,000,000
1997 40,000,000
EDUCATl(?NAL TECHNOLOGY
: President's
Fiscalerar Request
1993
1994 |
1995 50,000,000
1996 83,000,000
325,000,000

1997

_ House Action

245520,000

246,016,000

667,548,000

275,000,000
0

House Action

6,000,000
8,000,000
~18,000,000

House Action

20,000,000
25,000,000
48,000,000

Senate Action

248,000,000

252,658,0000

667,548,000
275,000,000

Senate Action

6,000,000

16,000,000

Senate Action

50,000,000

35,000,000 -

i

Final

Appropriation

246,016,000
250,998,000
251,298,000
275,000,000

N
o
|

: Final
Appropriation

P :
6,000,000
18,000,000

A Final

Appropriation

22,500,000
148,000,000



' Question:

I

+ Question:

- Answer:

. Answer:

+

+ Question:

: Answer:

i

How has the Administration used Title I funding to reduce class size? (Is Title I
even the program that affects class size -- if not which one does and Wwhat have we
done?)

None of the Department's programs, including Title I, has the specific objective of
reducing class size. The overall purpose of Title I is to improve the educational
attainment of educationally disadvantaged children by helping them master
challenging curricula and learn to the same high standards as other children. The
program provides the extra academic support and learning opportunities that are
often required to help low-achieving students catch up with their classmates or
make significant academic progress. -With Title I, these children have the benefit
of, for example, extended-day kindergarten programs, learning laboratories in
mathematics, science, and computers, and summer-school programs.

The Administration has supported the expansion of Title I schoolwide programs, a
feature in the Title I statute that gives schools enrolling at least 50 percent poor
children the flexibility to use Title I funds for improvements that benefit all
children in the school, instead of singling children out for services. Schoolwide
programs upgrade the entire instructional program in a school to help improve the
achievement of all students. In many cases, as part of their schoolwide programs,
schools choose to reduce class size. In addition, schools that do not establish
schoolwide programs and, instead, pull out disadvantaged children for special
services could be said to be reducing class size (because the regular class is
smaller when some children are pulled out). However, to reiterate an earlier

point. reduction of class size is not the statutory purpose of Title I or of any other
Department gf Education program. ‘

i

What statistics would support our efforts to reduce class size through this
program? Is any of this information on class size available by State?

Because the Administration has not made an effort to reduce class size through ‘
Title I, there are no statistics that would "support" that effort. ’

i
H

The Department's Natlonal Center for Education Statistics reports data, by State,
on pupil-teacher ratios, but not on average class size. :

If our Tltle I efforts were legislative, what action did the Admlmstratlon take to
ensure Congress fulfilled our request?

1

‘The Administration did not pursue a strategy to use Title I as a vehicle for

reducing class size, and we did not propose legislation in that area.

The Senate's ESEA reauthorization bill included a provision requiring local

educational agencies (LEAs), where appropriate, to use funds to reduce class size -
to 15. The Department recommended that this provision be dropped, partly
" i

i
'



" Question:

" Answer:

because it senta me‘ssége that reducing class-size would be the "silver bullet" for
improving achievement, even though research showed that reducing class size
was very costly and unlikely, by itself, to result in tangible benefits for students.

How can the Administration demonstrate that it has effectlvely used Title I money
to improve poorer school districts? ,
1

In the past three years, the Administration has laid the groundwork for
demonstrating effective use of Title I money to improve poorer school districts.

‘The reauthorized ESEA incorporates the Administration's ptoposél to transform

Title I so that the redesigned program will have more 31gn1ﬁcant impact on low-
achieving students and on narrowing the achievement gap between hlgh -poverty
and low-poverty schools. The program was reauthorized with the entirely new
objective of helping disadvantaged children, especially in high-poverty schools,
learn to the same challenging standards and meet the same expectations that other
children are expected to meet.

Also, the Department's budget requests support the Administration's commitment
to invest additional funding in restructured Title I programs stressing high
standards and providing new operating flexibility for schools in return for a
commitment to improved student performance. As part of this commitment, the

- Administration advocates concentrating a significantly larger share of Title I

funds on the poorest counties and districts. The President's FY 1997 budget
would increase targeting by overriding the statutory distribution of funds and
allocating $1 billion of Title I funds (14 percent of the total Title I request)
through the Targeted Grants formula. This formula, authorized for the first time
in 1996, provides higher per-child amounts to counties and dlsmcts with high

- poverty.

In 1995, States, school districts, and schools began implementing major
reauthorization reforms to serve disadvantaged children more effectively through

~ school restructuring, by merging Title I programs with the regular school

curriculum and instituting new learning arrangements to educate the lowest
achieving children to challenging standards. Reforms will, over time, transform
Title I teaching, curriculum, and assessment to help students, especially in high-
poverty communities and schools, make more progress and reach high standards.
These reforms take time to implement, and significant overall gams in student
performance may take several years to achieve.
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2-Page Summary of the New HOPE Scholarship Tax Cut

" Chart on Cost of College as a Percentage of Family Income |

America’s HOPE Scholarship ’Ta‘xf Cut

How the New America’s HOPE Scholarship Is Paid For
1-Page Sﬁmmary of I'\Tew Pell Grant Increase

1-Page Summary of $10,000 Education Tax Deduction

Chart on State-by-State 2-Year College Tuition Costs
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AMERICA’S HOPE SCHOLARSHIPS '
A TAX CUT TO MAKE 14 YEARS OF EDUCATION THE STANDARD FOR ALL
Junc 4, 1996

i

PRESIDENT CLINTON ANNOUNCES THE HOPE SCHOLARSHIP PLAN TO MAKE 14
YEARS OF EDUCATION — AT LEAST TWO YEARS OF COLLEGE!~ THE STANDARD
FOR ALL AMERICANS. President Clinton’s HOPE Scholarship Tax Cut:makes clear that 2 years
of college should be as universal as high school and builds on his comprehensive program to guarantee
that a college education is both accessible and affordable to all Americans at any time in their life. To
further this guarantee, the President announced the following proposals: ™ '

!

. - NEW AMERICA'S HOPE SCHOLARSHIP TAX CUT - Guarantees 2 Years of Tuition

at the Average Community College for Any Student Who Earns a2 B Average. Modeled on
the successful Georgia HOPE Scholarship program, this new proposal provides all students with
a 51,500 refundable tax credit for full-time tuition in their first year (8750 for half-time), and
another $1,500 in their second year if they work hard, stay off drugs, and earn at least a B
average in their first year. This $1,500 tax credit will pay for more than the full cost of tuition
at the national average-priced community colleges -~ and a downpaymcnt at more expensive
four-year schools. , . :
. $10,000 Tax Deductaon for All Educanon and Trammg Thc President maintains his
$10,000 tax deduction for tuition for college, graduate school, commumty college, certified
training and technical programs. This encourages lifetime investment in higher education.
|
. Scholarship Increases (Pell Grants) for Lower-Income Stadents: : The President announced
that his balanced budget plan increases Pell Grants each year. Indeed, the maximum Pell Grant
award will incredse by 33% from fiscal 1995 to fiscal 2002. The proposed increase in fiscal
1997 is the largest in the program’s 25-year history. ‘ '

i

'BUILDS ON PRESIDENT'S PLAN FOR GUARANTEED ACCESS TO COLLEGE. The above

initiatives build on the President’s plan to guarantee that college is both accessible and affordable to
every person -- through loans with pay-as-you-can repayment, grants, scholarships, and work study.

+ . With the increased Pell Grant program support, students have access to up fo $5,100 in Pell
Grants and student loans for their first year in college, and much more in future years.

. The new Direct Student Loan program enacted as part of the Prcsxdcnt s 1993 Econormc
Plan is allowing millions of students to borrow in a simpler, less burcaucratic way, and to pay
back their loans as a share of their income, and part of the savings from Direct Lending will be
returned to. students in the form of lower interest payments on their:loans.

* New Direct Loans With Pay-As-You-Can Option: Will account for 50% of loans
» National Service — AmeriCorps: 30,000 students earning up t0,$4,725 for service
« Pell Grants: Provides for 7-year expansion, increasing maximum award to $3,128 in 2002
- $10,000 Education Deduction: 16.5 million students get deduction for their tuition
» Work Study Expansion: Proposes expansion to 1 million participants by FY2002
* Honors Scholarships: Proposcs $1,000 scholarship for top 5% of every high school class
*» [RAs for Education: Proposal allows penalty-free withdrawals for education ’
- Skill Grants: Proposed $2,600 Skill Grants to enable dislocated ‘workers to get needed skills

|
!
i
i
i
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BACKGROUND ON HOPE SCHOLARSHIPS |

i
‘

Overview. Curently, millions of Americans have access to college thromfgh Pell Grants
and the federal student loan program. including the President’s Direct Smdent Loan

program, but the average student with loans now graduates $10,000 in debt and many more

may not go on to college because they are reluctant to borrow so much money. The annual

cost of a public college increased from 9% of the typical family’s income' in 1979 to 14%

in 1994. [Education Department. 1996} The President’'s HOPE Scholarship Plan makes it clear
| that two years of college should be as universal as high school, and bwlds on his

comprehensive program to guarantee that a college education is both accessible and
affordable to all Americans at any time in their life. f

Guaranteed Average Tuition For Two Years of Community Colllege. The HOPE
Scholarship Plan will ensure that students can getup to a $1,500 refundable tax
credit, a Pell Grant, or a combination for tuition in their first year after high school,
and another $1,500 in their second year if they work hard, stay offjdrugs, and earn
at least a "B" average. This $1,500 credit is $300 above the national average
community college tuition and would make tuition free for 67% ofiall community
college students. It would enable states that set tuition within 3300 of the national
average fo make communitv college tuition free for every student. Thc credit would
be indexed to inflation each year to protect its value.

E
51,500 For The First Two Years At Any College For Students Who Earn At
Least 2 B Average: While the HOPE Scholarship tax credit is priced to pay for the
full cost of two years of community college tuition for studeis who earn at least a
"B" average in their freshman year, the $1,500 credit can be applied to tuition at any
college, from a two-year public communit}? college to a four-year private college.
This $1500 tax credit will be a substantial downpayment for pan:nts sending their
children to colleges with mghcr tuition.

$750 for Half-Tlme Students: The HOPE Scholarship Tax Cut 1s des:gned to assist
parents and current workers who want to further their education. Those who can

only go to school half-time because of their job or parenting obligations, are eligible

for a $750 refundable credit per year until they have completed two full years of
college. The "B" average reqmremcnt also applies to half-time students

Includes 1-Year Certificate Programs: Students at training and techmcal
programs eligible for Pcll Grants under Title IV of the HEA are aiso eligible HOPE
Scholarships.

Interaction with the $10,000 Education Tax Deduction: Students would receive
either the HOPE scholarship or the $10,000 tax deduction in any year. Eligible
students in their first two years or their parents can choose between either the Hope
Scholarshxp or the deduction. The deduction is up to $10,000 a year per famxly
The credit is $1,500 per student.
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Costs: The HOPE Scholarship Plan is fully paid for within the Presideat’s balanced
budget plan. The President's initial proposal for a $10,000 deduction cost 335 billion
over six years. The new proposal, with the $1,500 tax credit, costs $42 9 billion over
-6 years. To offset this increase, the Administration proposes to reduce sales source
rule benefits, apply an international departure fee, and auction radio DARS spectrum.

In addition, the $10,000 deduction is also more targeted by conformmg the income
limits to match the income limits for the proposed expanded IRAs. The deduction had
been phased out for joint filers with income between $100,000 and $120,000, and for
single filers with income between $70,000 and $90,000. It will now be phased out for
joint filers with income between $80,000 and SIOO 000, and for smglc filers with
incomes between SSO 000 and $70,000.
"B Average: To remain eligible for the credit, students must carn at least a "B"
avcrage or a 2.75 grade point average in their first year of college or post-secondary
'school. Based on the National Post-Secondary Student Aid study, m:orc than half of
students carn a 2.75 average or better. .
. . {
‘Students Must Stay Drug-Free: A student’is ineligible if, in accordance with the
Drug-Frcc Post-Sccondary Education Act of 1990, he or she has been convicted of
committing certain felony offcnscs mvolvmg marijuana, controllcd substanccs or
" danigerous drugs

Administratiun: Administrative issues such as the timing and delivery of the tax
credit will require consultation with coileges to ensure that the plan provides
~maximum flexibility and efficiency rather than top-down administration. The Treasury
Department and Department of Education will work with Members' of Congress,
Governors, and college presidents and financial aid administrators to design the most
flexible and efficient systém, and to ensure against excessive and abuswc tuition
mcrcases :
Challenge to States. Thc President is challenging states to build on the HOPE
Scholarship Plan by following Georgia's lcad and making scholarshxps available for
four years of college for students who maintain a "B" average. '[‘hc President is also
challenging the 17 States that set tuition above $1,500 to reduce costs so that with the
HOPE Scholarship tax cut, community college will be free for cvcry student.

i
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Payiog For America’s HOPE Scholarship Tax Cut
o ‘ ) |

Balanced Budget Framework. The President’s new America’'s HOPE Scﬁolarship Tax Cut
proposal is completely paid for with specific budget savings so that the President’s overall plan
continues to reach balance in fiscal year 2002. ;
i

Current Education Tax Deduction: $35 Billion FY 1997-2002. The President’s current
education tax cut — $10,000 deduction -- costs $35 billion over 6 years (FY, 1997-2002) and is
paid for within the balanced budget plan that has been certified as rcachmg balance in 2002 by

the Congressional Budget Office.

‘New Proposal: $42.9 Billion FY 1997-2002. The new combined proposal‘s would be $42.9

billion. The breakout of these costs are as follows: ‘
’ !

)

- FY 1997-2002 Cost
America’s HOPE Scholarship Tax Cut $25.1;Billion

$10,000 Education Tax Deduction $17.8!Biilion

TOTAL COST | $42.9 Billion
§

o

The additional $7.9 billion in net new costs are paid for with specific savings listed below:
. : %
|

FY1997- 2002 Savmgs

Reduction of Sﬂcs Source Rule Benefits - | $3.5¢ Bllhon
International Departure Fee . $2.3 Billion
ﬂ Auction Radio DARS Spectrum | $2.1 Billion

ﬂ TOTAL SAVINGS B $7.9 Billion
e et o

?

NOTE:  While the Presxdent s new America’s HOPE Scholarship Tax Cut has gmss costs of $25.1
billion over FY 1997 to 2002, the net increase in the President’s overall education tax cut is
only $7.9 billion because of savings that take place in the President’s $10,000 education tax

. deduction. r

. Most of those savmgs ($10.7 billion) come from families c}xoosmg the HOPE tax credit
over the $10,000 education tax deducnon

. The remaining savings ($6.5 billion) come from lowening the pha.se out income limits
for joint filers from $120,000 to $100, (}00 to conform to the Admm:smnon 3 expanded
IRA proposal.
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BACKGROUND ON NEW SAVINGS MEASURES

_ ‘ ‘ SAVINGS
REDUCTION OF SALES SOURCE RULE BENEFITS ; $3.5 Billion
(FY 1997 - 2002} :

Descnptmn Thc proposal would limit the ability of multinational corporauons to decrease
their U.S. tax liability inappropriately, by reducing the amount of export salés income that
they may treat as derived from foreign sources. Under current law, the sales source rule
generally permits multinational corporations that also exports U.S. products to treat half of
their export profits as income from sales activities, and thercfore as foreign source income,
even though the economic activity that produced the export profits may have occurred
entirely within the United States. The source of income is relevant to the determination of a
U.S. taxpayer’s foreign tax credit. By increasing the amount of income treated as foreign
source, a taxpayer with "excess” foreign tax credits can increase its utilization of foreign tax
credits and therefore pay less U.S. tax on the same income. The sales source rule of present
law provides generous tax benefits to U.S. exports that also conduct foreign manufacturing or
other high-taxed foreign operations, but prov:des no benefit at all to U.S. exporters that
conduct all their business activities within the United States. The pmposal would reduce the
percentage of export profits that generally is treated as sales (and Lhus forexgn) income from
50 percent to 25 percent, :
| :
The provision would be effective for taxable years beginning after the; date of enactment.
= |
SAVINGS

AUCTION RADIO DARS SPECI"RUM $2.1 Billion
(FY 1997 - 2002) |

Description: This savings proposal would auction 25Mhz of spectrum currently reserved for
digital audio radio services (DARS) for subscription based wireless services. The FCC had
originally allocated 50 Mhz for DARS, which would provide 4 channels of a national,
.subscription-based radio service. Due to interference problems with Canada, DARS would
be allocated 2 channels instead of 4, freeing up 25 Mhz for auction. The revenues of
auctioning 25 Mhz of spectrum are estimated at $2.1B by CBO and OMB. These auctions
could be done in any year. ‘

S j SAVINGS
INTERNATIONAL DEPARTURE FEE . $2.3 Billion
(FY 1997 - 2002) ‘ !
- Description: The President’s FY ’97 Budget assumes that the cum!ntly expired aviation
excise taxes, including the $6 per passenger international departure fee, will be reinstated in
August, 1996. This offset proposal would increase the per passenger, tax form $6 to $16.

{

l
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BACKGROUND ON PELL GRANT INCREASE

Overview. The Pell Grant is the main federal grant that allows millions of low-income. and
middle class families to have access to college. Despite the fact that the Presxdcnt s budget
contains well over $200 billion in discretionary cuts over 7 years, the President’s balanced
budget builds in a 33% increase in the maximum- Pell Grant award from FIY1995 to
FY2002. : 1

. 32 Billion Program Deficit Eliminated. 'I'he pmJected 32 billion Pell Grant

program deficit was eliminated within the first two years of thc Clinton
dm1mstmuou ;
R : {

* Record Increase in FY1997: The President’s fiscal year 1997 budget calls for
funding to support a $2,700 maximum Pell Grant -- nearly a 10% increase over the
current level - which would provide more than 3.7 million smdents with Pell Grants

- averaging $1,706 in 1997. This proposed increase 'in the maximum Pell Grant
Award would be the largest increase in the program’s 25-year history.

. President Announces Yearly Pell Grant Increases: The President’s balanced

budget contains the followmg seven-year increase in the maximurn Pell Grant
awards. ‘

Fiscal Year = Maximum Award

1995 $2,340

1996 $2,470 ‘.

1997 - 82,700 ;

1998 $2,780 b
1999 $2,863 ]

2000 $2,949 ?

2001 $3,037 i
2002 $3,128 ‘

. President's 7-Year Pell Grant Increase Could Provide 2.7 Million More Grants Than

Republican Budget Resolutions: Both the House and Senate FY1997 Budget Resolutions
freeze the budget authority for the Pell Grant program from FY1997 -FY2002. This means
that Republicans would provide 2.7 million fewer Pell grants over 6 years, and deny 191,000
students Pell grants in FY1997 alone compared to the President’s balanced _budget plan.
Under the funding freeze assumed in the Republican resolutions, the maxlrnum Pell grant
award would decrcase 17%, from $2,470 in FY1996 to $2,055 in FY2002

Last year, House Republicans tried to cut the Pell Grant program by 3450 million, denying -
Pell Grants to 380,000 s:udenr: in 1996 alone. ;
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$10,000 EDUCATION DEDUCTION

. Breadth of Application: The $10,000 Education Deduction wouldfbé for every
taxpayer for the tuition at any education or training program that isiat least half-time

or related to a worker’s career. ‘ ; |

. Supplements Hope Scholarship Tax Cut: In any year, students in thc 13th and
14th grades would receive either the HOPE Scholarship or the $10, 000 tax
deduction. Eligible students in their first two years or their parents' can choose
between either the HOPE, Scholarship or the deduction. Students that relied on the

 $1,500 tax credit in the first two years of college would still be eixglhle for the
$10,000 deduction in the remaining years of college or graduate school or for
qualified lifelong learning. Students not eligible for the tax credit would still be
cligible for the $10,000 deduction. The deduction is up to $10,000 a year per family.

The credit is $1,500 per student.
‘ : _ , N
o Income Limits: For joint filers, the deduction would be phased out at incomes

between $80,000 and $100,000. For single filers, the deduction would be phased
out between $50,000 and $70,000. .

. S B
* -+ Unlimited Number of Years: While the HOPE Scholarship is for the first two
years of college, the $10,000 tax deduction is available any year a family had

education expenses. For example, a family of four with an income of $40,000 and
five ycars of tuition expenses totaling $10,000 would receive a $7, 500 tax cut over

that ﬁvc-year period. i
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Tuition and Fees at Public Two-Year Institutions

Average
_ {1994-95)
State Tuition
AK $1.320
AL $621
AR ' $865
AZ . $727
CA $363
co $1.227
' CT - : $1.520
DE $1.266
FL $1.064
GA $1.019
HI $499
A : $1.696
1D $990
i : $1.188
IN $1.797
KS $1.014
CKY - $1.009
LA ‘ $769
MA $2.435
MD £1.857
- ME - , $2.188
M $1.411
MN $1,965
MO $1.227
MS ‘ . $934
MT : T $1,414
NC' : $581
ND $1.666
NE $1.083
NH $2.315
NJ . . $1.762
NM Ny $601
NV , $835
NY . . $2.142
OH - $2,105
OK ‘ $1.123
OR . . $1,328
PA $1.751
RL - $1.686
sC . $1.022
sb $2.379
™ , $907
™ $672
uT $1,358
VA $1,382
VT $2,196
WA - $1,334
wi $1.721
wv $1.372

WYy $894

Share of Average
Tuition Covered

By $1.500 Credit

100%
100%
100%
100%
100%
100%
99%
100%
100%
100%
100%
88%
100%
100%
83%
100%
100% °
100%
62%.
81%
69%
100%
76%
100%
100% __.
100% =
100%
90%
100%
65%
85%
100%
100%
70%
71%
100%
100%
86%
89%
100%
63%
100%
100%
100%
100%
68%
100%
87%
100%
100%

Source: U.5. Department of Education. Estimate of share of tuition and fees
covered by the HOPE Scholarship if # has been available in 1994-1995.
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| GEORGIA HOPE SCHOLARSHIPS

i
P

“The most far-reaching scholarship program in the nation’ |
-- Los Angeles Times, April 5, 1994

PROGRAM DESCRIPTION: The Georgia HOPE program, established by Governor Zell Miller in
Apnl 1993, provides full tuition, fees, and books at any in-state pubhc college to any Georg:a student
who graduates from high school and maintains a B average or better in college.

i
i

i

A TRULY UNIQUE PROGRAM THAT PROVIDES HOPE FOR GEORGIA STUDENTS:
o '

. Governor Zell Miller. "Of all the things that ['ve ever been involved with, It’s the one thing that
['m most proud of. We are making college accessible in a way it never has been before in

; Georgia." [February 12, 1995] ‘

: A !

. Atlanta Journal Constitution. “Where else in America can children know, from elementary school
on, that if they work hard and eam a 3.0 average by graduation from high| school, they can fulfill
the dream of going to college whether their family has money or not? That’s the opportunity
created by Georgia’s HOPE scholarship program. ...It’sa marvelous thing, and it is a solemn
promise from the state to its young residents. [t is not, however, an enutlcment requiring no effort.
Students must meet the standards to get the scholarships, and they must keep up the struggle to hold
onto them once they enter college.” [Atlanta Journal Constirution, September 7, 1994]

Barry Fullerton, Vice Chancellor, University of Georgia. “It’s an ingetjlious program. It's a

' great public policy, and it has benefited thousands of students.” mmCouri‘gj-Igumal, April 9, 1995]

. Or{ando Sentinel. “Imagine a state where every student with a B avcragc gets a full coliege
’ scholarship. ...Don’t-have that fanciful an unagmanon’? You don’t need one. You just need to look
north, to Georgia." [Orlando Sentinel, April 8, 1996] l

P Atlanta Journal Constitution. "It is, quite sunply, an effort to help Georg:a s young people become
‘ well-educated, productive citizens.” [Atlanta Journal Constitution, December 16 1994]

!

: ELIGIBILITY R.EQUIREMENTS' Students must meet the following reqmirex&mnts:

2-Year and 4-Year Public Collegestnwemtles .

. For a HOPE Scholarship to a 4<year public college, graduating hxgh school students must have
a 3.0 cumulative grade point average on a 4.0 scale or an 80 numeric average and obtain a
diploma with a State of Georgia College Preparatory Seal. (In order to obtain the college preparator;
seal, students must meet and graduate from the required core college prcpa:atury cum'c.ulmn)

. For a HOPE Scholarsh)p to a public college, graduating lngh school students who do not
meet the 3.0 grade in the core curriculum, must have a 3.2 cumulatwc grade average on a

4.0 scale or an 85 numeric average in other curriculum tracks. '
s [

. Students who maintain a B average in a 4—year'41:>ublicvcoll'egc and stay off drugs can
continue to receive the same level of support for up to four years.

| 10
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. Students whose coliege grades fall below 3.0 can requalify a year later if they bring their
grades back up above 3.0 , : !
. Students who are not eligible for HOPE ‘scholarships upon gr:iduatibn of high school, or
who enter college later in life, can obtain HOPE scholarships after itheir sophomore year if
they obtain a cumnulative 3.0 grade average. |

2-Year and 4-Year Private Collezes/Unwers:txes J
. Students receive $3,000 a _year in HOPE money, but only if they Have and maintain aB

grade avcragc ;

i

Technical Schools and Adult Education Institutes ;

. All students in a diploma or certificate program at a Georgia technical institute are eligible for
|
:

HOPE.

Universal Reguirements i
. All students must stay drug frce A Student is ineligible if, in accordance with the Drug-
Free Postsecondary Education Act of 1990, he/she has been convicted for committing

certain felony offenses involving marijuana, controlled ‘substances, or dangerous drugs.
. , |

: i

- KEY FACTS: : *

. During the first 3 years of the program (1993-1995), ncarly 200, 000 Gcorgm studcnts
qualified for and received some form of HOPE scholarship. ’

HOPE Scholarship Studaa*s‘ 1993-1996

University System 60,682

Technical Institutes _ 74,830 .
Private Colleges o 45,423 N
GED Recipients 9,066 ,
TOTAL 190,001 i

. In the 1995-1996 school year, 70 pcrcent of University of Gcorgla freshman students
received a Georgia HOPE scholarshxp i
I
. The racial camposition of those receiving HOPE scbolarsh.lps mirrors that of the overall
university system (75% white, 20% black). - : !
. 84% of HOPE students who enrolled in public colleges in Fall 1994 were still in college in
Fall 1995, versus 74% of all students.
1
. A 1995 poll by Georgia State University found that 77 percent of Georgxa residents who
were aware of the program thought it would lead parents to takc a morc active interest in
their chxldrcn s education.

. Since the start of the program, coroliment in Georgia's technical and adult education
institutions has increased 24 percent. Enrollment increased 8 percent in 1995, alone.

!
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ARKANSAS ACADEMIC CHALLENGE SCHOLARSHIPS

! “We need more of our young people going to college and we need them to

succeed and stay in college. This program will help them accomplish. that goal "
—~ Governor Bill Clinton, July 12} 1991

i

— ‘ —— —

' PROGRAM DESCRIPTION: Govemnor Bill Clinton signed the Arkansas Academic Challenge Scholarships
into law on May S, 1991, creating a guaranteed scholarship plan to promote academic achievement and
encourage academically prepared Arkansas high school graduates to enroll in the state’s colleges and
universities. Through the 1993-1994 school year, the scholarship provided the Jesser of $1000 or the annual
tuition. For the 1994-1995 school year, the scholarship was increased to provide annually the lesser of $1500
or the annual tuition. The scholarship is renewable for up to 3 more years, provided the student meets the
continuing eligibility standards established by the Arkansas Department of Higher Education.
| - |
REQUIREMENTS: ‘ | : !
* Income Requirement. For families with one dependent child, income cannot ‘exceed $30,000 per year.
An extra $5,000 of family income is allowed per child. i -

*. Grade-Based Awards. Awards are based on the applicant’s meeting minimum standards with regard

’ to the ACT composite score, grade point average (GPA) in the pre-collegiate core curriculum.

*  Applicants must have a composite ACT score of 19 and a grade point av.{erage of 2.50 on a 4.00
scale, in the precollegiate core curriculum. ’

"*  Applicants not meeting either the grade point average or ACT reqfﬁ:?émebts may still qualify for
the Academic Challenge Scholarship if their combined ACT score and grade point average meet
_ satisfactory levels when applied to a selection index (i.e. a student with a 15 ACT would have to
achieve a minimum 3.25 GPA; a student with a 26 ACT would only have to have a 2.0 GPA.)
: i
» All students must stay drug free, A student is ineligible if, in accordance with the Drug-Free
Postsecondary Education Act of 1990, he/she has been convicted for committing certain felony offenses
involving marijuana, controlled substances, or dangerous drugs. ! :
: - Students must maintain their grades once in college. In order to retain méir scholarship for an
additional year, students keep their grades above state-specified levels. 1
'KEY FACTS: f ; ‘
«  In 1987, 32 percent of Arkansas students who took the ACT had completed high school
| pre-college core curriculum. By 1992, the first year of the Academic Scholarships Program, that
~ percentage rose to 48, f :
. The number of high school students qualifying for and receiving the Arkansas Achievement
~ Scholarship has increased dramatically each year. In the 1991-1992 school year, there were 1,024
recipients.  In the 1994-1995 school year, 5,383 students received awards. :

f . While Bill Clinton was governor of Arkansas, the percentagcl of high sghool'studcnts going on to
college increased by 50% (from 38.2% in 1982 to 57.3% in 1992). Thic Arkansas "going rate” has

remained steady since 1992, i 12
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More Education Means
Higher Career Earnings

Is it worth it to stay in school and
eam a higher degree? Asdata
from the Census Bureau's Curreat
Population Survey show, the an-
swer is a resounding yes!

This Brief examines the relation-
ship between education and eam-
ings during the 1992 calendar year;
it also demonstrates how the rela-
tionship has changed over the last
two decades. Additionally, it pro-
vides estimates {(by level of educa-
tion) of the total earnings adults
are likely to accumulate over the
course of their working life.

You'll see that mfore education
means greater earnings over a
year’s time; over the length of
one’s working life, these differ-
ences become enormous. More-
over, this relatonship between
earnings and education is now
even stronger than it was back
in the 1970’s.

We're more educated than ever.

In 1993, about four-fifths of
American adults aged 25 and over
had at least completed high school;
over one in five had a Bachelor’s
degree or higher. Both ﬁgura are
all-time highs.
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Professional devree hotders
have the highest earmiags.

Adulits aged 18 and over who

. worked sometime during 1992

carned an average of $23.227 that

- year. But this average masked the
" fact that the more education they

received, the more moaey they
made. (See graph below.) Eamings
ranged from $12,809 for high
school dropouts to $74,560 for
those with professional degrees
(such as M.D.’s and J.D's).

Earnings differences compound
wver one’s lifetime.

Using 1992 data, we estimated the
camnings a person would accrue
over a typical “worklife.”” Here's

|
how we did it. First. we defined a
worklife as lasting from ages 25 to
64 — 8 40-year period. Then we
began our calculations.

i
We started with high school
dropouts. We took the 1992
mean camings, Egu.rc for persons
of this group who were aged 25 10
34 and multiplied it by 10. The
same thing was done for those
aged 35-44, 45:54, and 55-64. Then,
the four 10-year totals were added
up. The result;was an estimated
lifetime earnings total for high
school dmpculs This process was
then repeated; for each of the
other s_g'cn educational levels.

These estimates dramatically illus- -
trate the large earnings differences

Some coflege,
no degree

Not a high
schoot graduate

$12,809

Education Continues to be the Ticket
to Higher Earnings

Mean annual eamings for persons aged 18
and ovey, by level of education: 1892

- E— -
Bachelors - sze
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gracuate oy - $18.737

i

i

13



-

BUREAU OF THE CENSUS

STATISTICAL BRIEF

August 1994

that develop between educational

levels over the long term. As the
graph below shows —

8 High school dropouts would
make (in 1992 dollars) around
$600,000 during their lifetime.

= Compieting high school would
mean about another $200,000.

® Persons who attended some col-
lege (but did not earu a degree)

: might expect lifetime earnings in
i the $1 million range.

= You could tack on nearly anoth-
er one-half million dollars for hold-
ers of a Bachelor’s degree.

. m Doctorate and professional de-

gree holders would do even better,

-at just over $2 million and $3 mil-

lion, respectively.

- Lifetime differences may hecome

" shows that the value of higher lev-

even more strikiug in the fuwmre.

These estimates of lifetime earn-
ings assume that 1992 earnings lev-
els will stay in effect throughout
one's worklife. But the reality is
that the value of the dollar contin-
ually changes.-And recent history

els of education has risen faster
than that of Jower levels. When we
compare 1975 and 1992 figures, we
sce that average carnings —

= Doubled for high school drop-

outs (from $6,014 to $12.809).

® Rose 2.5 times for those who
were high schoo!l graduates only
(from $7,536 to $18,737).

# Nearly tripled for holders of

- Bachelor's degrees (from $11,574

- 10 532,629).

® Tripled for those who held ad-
vanced degrees (from $15,619 to

| $48653).

Keep in mind that in 1992 the con-
sumer price index (which measures
yearly changes ia the value of the
dollar) was 140, 2.5 times what it
was in 1975. This means that the
carnings of high school dropouts

did not even keep up with infla-

tion. and high school graduates just
barely managed to kecp pace. Real
wages rose only for persons with
education beyond the high school
level. If these pattems continue,
lifetime carnings differences be-
tween tow and high levels of educa-
tion will become even more dra-
matic than current levels indicate.

More information:

Several Census Bureau reports
have information on the refation-
ship between carnings and educa-
ton. These include —

w Educational Anginment int the
United States: March 1993 and

. 1992, Current Population Reports,

Series P20-476. Stock No. 803-

- 005-00077-0. $8.50.

® What's It Worth? Educational
Background and Economic Status:.
Spring 1990, Current Population
Reports, Series P70-32. Stock No.
803-044-00020-1. $3.50.

& Moncy Income of Househoids,
Families, and Persons in the United
States: 1992, Current Population
Reports, Series P60-184. Stock No.
803-005-30031-5. $19.

& Fducation in: the Unuted States,
Series 1994, CP-3-4. Stock No,

0034)24-08?42]51. $41.

To order any of these publications,
call the U.S. Government Printing
Qffice (202-512-1800).

Contacts:

Eamings and cducauon o
Robert Komxmkx
301 763-1154 .
Statistical Briefs —
Robert Bernstein
301-763-1584

P
This Brief is one of a series that
presents informanion of currernt
policy intevest. It may include
data from bustnesses, households, or
other sources. AII statistics are sub-
jectto samplmg variability, as well |
as survey dzsxgn flaws. respondent
classificanion errors, and data proc-
essing mistakes, The Census Bureau

_has taken steps to minirnize errors,

and analyrical statements have been
tested and meet statistical standards.
However, becaa;se of methodological
differences, use caution when
comparing these data with data
from oty sowrves.

Go td Coilege, Make a SMillion

(In thousands of dollars)

i

$1,062

No( a Associate
!d\eol coﬂege
smod graduste no
graduate only degree

Estimates of workiife eamings, by level of education: ;1992

‘ $1.819
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ECONOMIC RETURNS TO INVESTMENTS
IN EDUCATION AND TRAINING

[

Empirical studies indicate that gach additional year of formal schooli gf is_associated
with a 6 to 12 percent increase in annual camings later in life. [Kanc and Rouse, 1995;
Ashenfclter and Krueger 1994 Angrist and Krueger, 1991] i N

!

This carnings benefit is not limited to education at four-year colleges; it also accrues
from attendance at comununity colleges. [Thomas Kane and Cecilia Rouse, Labor Market Retums

to Two and Four-Year Colleger Is a Credit a Credit and Do Degrces Mattcr Amcncan Economic Review,
Vol. 85, No. 3, 1995.] . i . i

1

o
The wage premium for better-educated workers has expanded dramatically over the past
fifteen years. In 1979, full-time male workers aged 25 and over with at least a
bachelors degree earned on average 49 percent more per year than comparablc workers
with only a high school degree. By 1993, the difference had nearly doublcd to 89
percent. [Economic Report of the President 1996, page 191.]

!
t
|
{
i

Economists have long argued over whether education causes higi®x earnings, or whether
those with better eamings prospects - for example, because of greater. innate ability --
simply consume more education. Recent analyses of compulsory schooling laws (which
force students to consume more education regardless of their innate abxhty) and wage
differentials between twins (who should have similar levels of innate ablhry) strongly

suggest that schooling actually leads to higher earnings. [Joshua Angrist and Alan Krueger,
Does Compulsory School Artendance Affect Schooling and Eamnings; Quarterly Journal of Economics,

November 1991; Orley Ashenfehter and Alan Krueger, Estimates of the Economic Returns to Schoohng
frorn a New Sample of Twins, American Economxc Rev;cw Decembcr 1994.] i

A college graduate is 43 percent more likely to be working in a job with a pension plan
than a high school graduate and a college graduate is 27 percent more likely to have a
job with health care coverage than a high school graduate. [Based on dm from the Bureau of

Labor Statistics, various years, Current Population Survey.] |

Since the early 1980s, high skill jobs are growing the fastest. Jobs reqmrmg high skill
levels grew by 32% over the period 1984-1994 while jobs requiring low skill levels
grew by only 7%. [Based on data from the Bureau of Labor Statistics, various ycars, Current
Population Survey.]
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Job displacement studies show that better-educated workers are léﬁ lil_gelx to_lose their

jobs than less-educated workers, although this advantage has declined ovcr time. If
better-educated workers do lose their jobs, they are more likely to find ncw jobs (which
are more likely to be full-time), and they tend to suffer smaller propompnal eamings
losses than less-educated workers. [Henry S. Farber, The Changing Face of Job Loss in the United
ASt.atcs. 1981-1993, Department of Econorics, Princeton University, March 12, 1996.]}

i

Training workers also has significant payoffs. According to academic research

-conducted by Lisa Lynch before she became Chief Economist at the Labor Department,
‘a year of either on-the-job training or formal training for workers raises wages by about

as much as a year of college education. [Lisa Lynch. Private Sector Training and the Earnings of
Young Workers, American ECO!\OIT!!C Review, Vol. 82, No. I, 1992.]-

|
Other studies conclude that firm-provided training seems most effective when combined
with other innovative workplace practices. [U.S. Department of Labor, High Performance Work

Practices and Firm Performance, 1993, David Levine, Reinventing the Warkplacc How Business and
Employees Can Both Win (Washmglon Brookings, 1993).] S

H
i

S | o
Education and training boost economic growth. Data from the Bureau iof Labor

Statistics suggest that the rise in the average educational attainment of the workforce
accounted for one-fifth of the annual growth in producthty between 1963 and 1992.
[Econcrmc R:pon of the President 1996, pages 191-2.] s |

- T

¢

International evuiencc reveals that, all else equal those nations with Lhc hxghest school

| . enrollment rates in the early 1960s tended to enmjoy the most robust growth in

subsequent decades. [N. Gregory Mankiw, David Romer, md David Weil, A Contribution to the
Empirics of Economic Growth, Quarterly Journal of Economics, Voiume 107, May 1992.]

1¢
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' Total Debt
‘ When

Borrower

! Enters

" Repayment
$2,500
5,000
7,500
10,000

15,000

For more information about discharge or repay-

" ment assistance, Direct Stafford Loan borrowers
can contact the Direct Loan Servicing Center;
FFEL Stafford Loan borrowers should contact the
lender or agcncy that holds their loan '

Dlrect Stafford Loans |

The processes of applying«‘for aloan and paying
funds to the borrower; as well as the-methods of
repayment, differ somewhat for Direct Stafford

Loans and FFEL Stafford Loans.

How do I apply for a Direct
Stafford Loan?

First, completc the 1996-97 Free@pplzmno;z for
Federal Student Aid (FAFSA) or Renewal FAFSA:
(See page 3.) After your FAFSA is processed, your
school will review the results and will inform you
of your loan eligibility.

e A . t—esera—.

Second, complete the promissory note* provided
by your school or the Direct Loan Scrvicing '
Center. Remember, the promlssory note™ is a
legal document requiring you to repay the loan.

Read it carefully before you sign.

@ NOTE: Your :cbool can refuse to certify
your loan application, or can certify a loan for an
amount less than you would otherwise be eligible
for, if the school dommentf the reason for its action
and explains the reason toyou in writing. The
school’s decision is final and cannot be appealed to
the U.S. Depaﬂmmt ofEduazzian.

- How wzll 1 recezve my Direct

Stafford Loan? |
The U.S. Department of Education will pay you

through your school. In 'mosr cases, your loan will

be disbursed in at least o two installments; no

installment can be greater ‘than half the amount

of your loan. |
|
f
1

Emmples of Typzcal Begmnmg Payments fbr Dzrect Loan Repayment Plans

Note: Payments are calculated using the maximuom interest rate of 8.25%. |

!Assumes a 5% annual income growth (Census Burean).

2Under the “Formula Amount”, the borrower always pays the formula amount; i.e. payback rate times income.
Under the “Capped Amount’, the borrower never pays more than the standard 12-year amorqza:zon amount,

*See “Important Terms,” pages 30 to 32.

11



“Your loan money must first be applied to your

* school account (if your school has an account for

" you) to pay for tuition and fees, room and board,
- and other school charges. If loan money remains,

- you'll receive the funds by check or in cash, unless

you give the school written permission to hold the

funds until later in the enrollment period.

" Ifyou're a first-year undergraduate student and a

* first-time borrower, your first payment may not be
. disbursed until 30 days after the first day of your

- enrollment period. This way, you won' have to

repay the loan if you don't begin classes, or if you
officially withdraw during the first 30 days of

classes.

How do I pay back my Direct

Stafford Loan?

The Direct Loan Program offers four repayment
plans that are available to borrowers of Direct
Stafford Loans. The repayment plans will be -
explained in more detail during entrance and exit
counseling sessions at your school. The chart on
page 11 shows estimated monthly payments for
various loan amounts under each of the plans.

You may choose one of the following repayrﬂent
plans—

M The Standard Repayment Plan requires you .

to pay a fixed amount each month—at least
$50—for up to 10 years. The length of your
actual repayment period will depend on your
loan amount. '

B The Extended Repayment Plan allows you to
extend loan repayment over a period that is
generally 12 to 30 years, depending on your
loan amount. Your monthly payment may be
lower than it would be if you repaid the same
total loan amount under the Standard Repay-
ment Plan, buc you'll repay a higher total
amount of interest because the repayment
period is longer. The minimum monthly
payment is $50.

12

|
N
|
1
i
|
|
S

- Under the Graduated Repayment Plan, your
payments will be lower at ﬁrs‘t and then
increase every two years over 4 period of time
generally ranging from 12 to 30 years. The

- actual length of your repayment period
depends on your loan amourllt Your monthly
payment may range from 50, percent to 150

- percent of what it would be 1f you were
repaying the same total loan amount under
the Standard Repayment Plan. However,
you'll repay a higher total amount of interest.
because the repayment periad is longer than it -
is under the Standard Repayment Plan

The Income Contingent R}:payment Plan
bases your monthly payment on your yearly
income and your loan amoﬂmt As your

 income rises or falls, so do your payments.
After 25 years, any remammg balance on the
loan will be forgiven, but you may have to
pay taxes on the amount forgnven

Loan payments are made to the! U S. Department
of Education. For more mformauon on repayment
options, write for a copy of the Direct Loans
Repayment Book at the foﬂowmg address—

Federal Student Aid Informauon Center
PO. Box 84
Washington, DC| 20044
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TAX CKEDIT FOR DEPENDENT CHILDREN - |
| |

szﬁh’z

! A tax cxcmpnon, in the form of 2 deducnon, is allowed for each taxpa}lcx and for
each dependent of a tatpayer. A dependent includes a child of the taxpayer who is supported
bythetnxpayerand:sundcragc lgatthcclowofthcmlsndaryea:orxsasmdwtnndct
age 24, The deduction amount is $2 500 for tax year 1995, This amount is mdexed

annually for inflation,

? © In addition to an exemption for each child, thm other tax benefits may, accrue to

taxpayers with dcpendent or otherwise qualifying children: |
; ’ |
) the credit for child and dqmdcntcarecxpc.nm, ' !

® - the exclusion for tupluyer-pruvided ¢hild and dependent care beneﬁts, and

. tbccamcdinwmetaxcredxt(EITC)

) The EITC is 8 mmndable tax credit hased on the eamings of the taxpayu' The BITC
is restricted to lower-income taxpayers and is phased out when carnings exceed specifiod -

: levels. Although the EITC is available for taxpayers without dependents or- otherwise

i~ qualifying children, the credit rute and income range of the credit are far greater whea the

' taxpayer has one ar more qualifying children, In addition, the rate and i income range are
higher for taxpayers with two or more Qualifying children than for taxpayers wtth only ons
qualifying child,

! Reasons for Change

Tax relief for middle-class familics has been and continues to be an imponant goal of -
this Administration. In }993, the Administration faced a projection of ever-mczcasmg
defirits. Bringing the deficit under control and provxdmg tax relief for the workmg poor
through an expansion of the EITC were the first priorities, Having achicved ‘more favorable
than projected results from the deficit reduction proyrum introduced in 1993 ithe
‘Administration can now turn to providing tax rclief to middle-income famxlics.

H
f
{
i

Tax rehef to taxpayem with children is needed to adjust the relatwe mx huredens of
- smaller and larger families to reflect more accurately their relative abilities to pay taxes.
Available resources should be targeted to those in greatest nced and at grealest sk,

i A nonrefundable tax cmdxt, which would be applied after-the EKTC would be allowed -
for each dependent child under age 13. It would be phased in, at $300 per chxld for tax

years 1996, 1997, and 1998, and $500 per child for 1999 and ‘thereafter. The credit would
not reduce any ullerugtive mirimum tax Jabllity. ‘rhc credh would be phasea out for

1-
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mxpaym with adjusted gross income between $60,000 and $75,000. Begmmng in the year
2000, both the amount of the o:odxt and the phase-out range would be indexed for the cffects

of inflation, , _ 3

Texpayers claiming the dependent c}nld credit would be mqu!red to pmndc valid
- . social security numbers for themselvas, their spouses, and their children who quahfy for the
.. cradit. The procedures that would apply for determining the validity of social wcuxity
numbers under the EITC, discussed below, would apply for purposes of the dependent chnd

credit.

| | . !
| i
;‘ I o
. o Piscal Years - o
‘ 'I‘axcredit for depeadent 0 35 638 66 83 -101 -35.4

; . | |
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~ EDUCATION AND JOB TRAINING TAX DEDUCTION

. Cuxrent Law

Taxpayers generally may not deduct the expmses of hxgher education and tmining
Thare are, howevar, special circumstances in which deductions for educational expensas are
allowed, or in Which the payment of educationsl expenses by others is excluded from
hlwuw . ‘ |

Educational expensss may be deductible, but only if the taxpayet itcmims and only .
to the extent that the expenses, along with other miscellaneous itemized deductmm exceed
two percent of adjusted-gross income (AGI) . A deduction for educational puxposes is
allowed only if the education ‘maintains or imprwes @ skill roquired in the mdwidual‘
employment or other tradé or businesy, or is required by the individual’s employer or by
law or rcgulation tor the individual to xetmn his or her current }ob. . ]

The interest from quahﬁed U.S. savings b(mds is excluded from a taxpayer's gross .
income to the extent the interest ie used to pay qualified educational expenses. To be
qualified, the savings bonds must be purchased after December 31, 1989, by a person who
has anained the age of 24. Qualified educational expenses consist Anf tuldon and ifees for
enrollment of the taxpayer, the taxpayer’s spouse, or the taxpayer’s dependent &t a public or

. non-profit institution of higher education, including two-ycar colleges and vocational schools.
! ' : i

r Chim

Dcducnons for educataonal expenseg combine needed tax relief with pmpamuon for
' new economic imperatives. “"The expenses of higher education place a sxgmﬁcant burden on
' many middle~class families. Grants and subsidized loans are available to students from low-
: ‘and modmte~!mome families; high income families can afford the costs of high'ea' education. ,

- Well-educated workers are esgential 1o an economy cxpericneing tcchnological change
and faclng global competiion. The Administration believes that reducing the aﬁer-tax cost
of education for individuals and families eacourages investment in education and training
while lowering tax burdens for middle-income taxpayers. |

{

_ A taxpayer would be allowed to deduct qualified educational expenses paid during the
taxable year for the education or training of the taxpayer, the taxpayer’s spouse, or the
taxpayer's dependent. The deduction would be allowed in determining AGIL. Thnafo:o.
taxpayers could claim the deduction ¢ven if they de not Licmize nnd cven if thcy do not mcct ‘
the two-percent AGI floor on itemized deductions, r

!
P - ' . ,;,
i
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S " Qualified educational expenses would be defined as tultion and fees. charged by - _
- - educational institutions that are direotly related to an aligible student’s course of study (e.g.,
registration fees, laboratory fees, and extra charges. for particular courses).- Charges and
“expenses associated with meals, lodging, smdent activities, athletics, bealth caxc, .
trangportation, books and similar persanal, living or family expenses would not be mcmded
! Thas expenses of education involving sports, games, or hobbies would not be quahﬁed -
1 educational expenses unless the education is mqmrod an part of a degroe pmgmm or related -
. o the student’s current pmﬁasslon ‘ o ; t

Qualified edmmnal oxpenses would be deducublc in the year the expenses are paid,
subject to the requirement that the sducation commences or continues during that yearor -
during the first three months of the next year. Qualified educational expenses pavd with the

~ proceeds of a loan generally will be deductible (rather than repayment of the loan itself).
Normal tax benefit niles would apply to refunds (and rwnburscmcnm through msunmce) of
previously deducted tuition and fees

. h 1996, 1997, and 1998, the maximum deduction would be $5,000, In 1999 and
thereafter, this maximum would increase to $10,000. The deduction would be [phased out
ratshly for taxpayers with modified AGI between $70,000 and $90,000 ($100,000 and
$120,000 for joint returns). Modifled AGI would include taxable Social Security benefits
and amounts ulliwrwise excluded with respect to income camed abroad (or incomc from
Pucrto Rico or U.S. possessions). Beginning in 2000, the i income phase-out ta.nge would bc
indexed for inflation. Q 5 o ;

l

‘ Any amount {aken into account 83 & qualiﬁed educauonal e.xpense would be reduced
by cducational assistancc that is-not required to be included in tic gross anmo of cither the
student or the taxpayer claiming the deduction. Thus, qualified educational expenses would
be reduced by scholarship or fellowship grants excludable from gross income under section

117 of the Internal Revenue Code (even if the grants are used to pay expenses ‘ot}m than -

qualified educational expenses) and any educationsl assistance received as veterans’ benefits.
However, no reduction would be required for a gx& bequest, devise of inheritance within thc
meaning of section 102(a) «

‘ An eligible smdem would be one who is enroned or amoted for enxollmem in a

j degree, certificate, or other program (including a program of study abroad appmved for .
credit by the institution at which such student is enrollad) leading to a recognized educational .
credentlal at an eligible institution. The student must pursue a course of study 'on at least a
half-time basls, cannot by enrolld fu un clementary or secondary school, and cannot bea
nonrcsident alicn. Educatonal instimtions would detemune what constitutes a half-nme basxs
for mdmdual programs. - , ‘ '

|
, 'Eugxble Institution” is dcﬁned by reference o seoﬁon 481 of the nghcr Bducancn
Act. Such institutions must have cntered into an agreemeat with the Depaxtmmt of Education
to participate in the smdent loan program. This definition includes certain propﬂetary '
msutuuons
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Thig proposal would not aﬁ'oct deductions claimed under any other section! of the
Code, cxcept that any amount deducted under another section of the Cods could not also be
‘deducted under this provision. An eligible student would not be eligible to claim a deduction
under this proviston if that student could be claimed as a dcpcndcnt of another taxpayer,

’
l
1
i
i
{

Revenye Estimate (in billions of dollars) !
» « 5
: ’ ' ' o : Fiscal Years {
1295 1996 1291 1998 . 1999 m M
Bducaﬂmandjobmnnng 0 07 4.7 49 57 -7‘5 - 235
lax deducdon | ,
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EXPANDED INDIVIDUAL RETIREMENT ACCOUNTS |

| Current Lavw

Under cntrcnt law, & mdmduzl may maks deductible contdbutmns to im individual
tetirement account or individual retirement annuity (IRA) up to the lesser of sz 000 or

compensation (wages and self-cmployment income). If the individual (or the mdmdnal 3

spouse) is an active participant in an c:mp)oyat-sponsomd retirement plan, the 32 000 Limit on

deductible contributions is phased out ‘for couples filing a joint return with adjusted gross
income (AGI) between $40,000 and $50,000, and for single taxpayers with AGI between
$25,000 and $35,000. To the extent that an individual is not eligible for deducuble IRA

The carnings on TRA account balances are not mcluded in income until they nre
‘withdrawn. Withdrawals from an IRA (other than withdrawals of ncndednctxble contribu-
tions) are includable in income, and must begin by age 70%. Amounts withdrawn bafore

age 59% are generally subject to an additional 10 percent ponalty tax, - The penany tax dues |
not apply to distributions upon the death or disability of the taxpayer or wxmdrawals in the

form of substantially equal periodic payments over the life (or life expectancy) of the IRA

owner or over the Jmnt Iwes (or life expectanclcs) of the IRA owner and his or her -
beneﬁciary . A ‘ 1

“The nalion's szvmgs rate has declined dmmaucally since the 19708, The

Adniuistration believes that incmsmg the savings rate is essential if the Umted States is to

sustain a sufficient level of privats lavestment into the next cantury. Without adequate

_investment, the continued healthy growth of the eoonomy is at risk. The Admmlsn'auon is

also concemed that many households are not.saving enough to prov;dc for long en neods
such as retirement and educadon

The Administration behevcs that individuals should be cucouraged to save, and that

tax policics can provide a significant incentive. Under current law, however, savmgs

incentives in the form of deductible IRAg are not available to all middle-income! taxpayers.
Furthermore, the prosent-law income thresholds for deductible TRAs and the maXimum

* contribution amount are not indexed [ur Inflation, 5o that fewer Americans arc eligible to
" make a deductibls JRA contribution each year, and the amount of the maxxmum*contrxbuhon

is declining in real terms over time. The Administration also believes that providing

. taxpayers with the option of making TRA contributinng that are nondeductible but can be
" withdrawn tax froe will provide an alternative savings vehicle (hat some mddi&mwme
mxpayers may find more suitable for their sav:ngs needs.

-6- '

_contributions, he ot she may make nondeductible TRA eontnbutms (up to the contribuuon
Limit). . o '
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Individuals save for wmany purposes besides retirement, Bmdming thc tax incentives
for non-retirement saving can be an important clement in any proposal (o mt:rcuae the
nation’s savings rate. Expanding the flexibility of IRAs to meet a wider vaxicty of savings
needs, such ws Anst-tms home purchases, higher education expenditures, unemployment and
catastrophic medical and aursing home expenses, should prove (o be more anmctive t0 many
taxpayers than accounts litmwd to retirement savings.

!
i

Proposal , ‘ ;
; Expand Deductible IRAs. Under the proposal the income thresholds and phase-out
* ranges for daductible IRAs would be doubled; thersfore, eligibility would be phased out for
. couples filing joint returns with AGI between $80,000 and $100,000 and for single
individuals with AGI between $50,000 and $70,000. The income thresholds and the preseat-
law annual contribution Umit of $2,000 would be indexcd for inflation. As under current
law, any individual who is not an active participant in an employer-sponsored plan and
whosc spouse is also not an active participant would be chgxble for deductible lkAs
regardiess of income. - :
Under the propasal, the JRA contribution umit would be cooxdmawd mth the current -
law limits on elective deferrals under qualified cash or deferred arrangements (sec. 401(k)
. plans), tax-sheltered annuities (soc. 403(0) annuilivs), und similar plans. The proposal aiso
" would provide that the preseat-law rule permitting penalty-free IRA withdrawals after an
! individual reaches age 59% does not apply in the case of amounts attributable to contribu-
tions mede during the previous five years. This pmmmn dnes not apply to amounts rolled
over from tax-qualified plans or tax-sheltered annuities. {
These provisions would be effective January 1, 1996.

~ Speclal IRAs. Bach Individual eligible for a tradmonal éeducublc IRA would havc the
option of contributing an ameunt up 10 the contribution limit to either a deductible IRA or to
a new "Special IRA.* Contributions to a Spocial IRA would not be deductible, but if the
contributions remained in the account for at least five years, distributions of the oontribuuons
ant the wurnings thercon would be tax-free, Withdrawals of carmings from Speqal 1KAS
,dunng the five-year period after contribution would be subject to ordinary income tax, In
. addition, such withdrawals would be subject to the 10-percent penalty tax on early .
i wathdmwn!s unless used for one of the four purposez described below. ll

|- The proposal would permit individuals whouse' AGI for u taxable year did' not exceed

. the upper end of the ncw income eligibility limits to convert balances in deducﬁble IRAs into

i Special [RAs without being subject to the 10-percent tax on early withdrawals. I‘he amount ’
transferred from the deductible IRA to the Special IRA geaerally wounld he mcludnhle in the
Individual’s income in the year of the transfer. Howcva, If a transfer was made before |
January 1, 1997, the transferred amount includod in the indivldual's income would be spread

cvenly over four taxable years. '

|
l
l
'
i
l
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The Special IRA provisions would be effective January 1, 1996. |
 Penaliy-Free Distribusions. Amounts could be withdrawn penalty-free from deductible
IRAs.and Special IRAs within the five-yeur puriod wler couttibution, il (s xpuyer used (he
amounts to pay post-secondary education costs, to buy or build a first home, to cover living
costs if unemployed, or to pay catasu'ophic mcdwal expenses (including certain nnning home
costs). A
‘. Edueation cxpensca | . | f |
Penalty-free withdrawals would be sllowed to the exteat the amount mthdmwn Is
used to pay qualified higher education expenses of the taxpayer. the taxpayer's spouse, the
taxpayer’s depeadent, or the taxpaycr’s child or grandchild (even if not & dependent). In
general, o withdmwal for qualified higher education expensea would be subject to the same
requirements as the deduction for qualified educational expenses (e.g., the expenses are
tuition and fees that are charged by educational mstimnons and arc dixoctly relateq to an
eligidle student’s course of study) ‘ ‘ . .

b.  Fimt-time home pusshasers

Peuuliy-free witidrawals would be allowed to th cxtent the amount withdrawx is
used to pay qualificd acquisition, construction, or reconstruction costs with respect toa
principal residence of a first-time home buyer who is the taxpayer, the taxpayer|s spouse, or
the taxpayer's child or grandchild. A first-time home buyer would be any indmdual (and if
married, the individual's spouse) who (1) did not own an interest in a principal residence
during the three years prior to tho purchesc of a home and (2) was not in an extended period
for rolling over gain fxom the sale of a prmcxpal residence. f

|

Penalty-free withdrawals could be made by an individual after the individual ic
separated from employment if (1) the individual has received vaemploymeat compeasation
for 12 consecutive weeks and (2) the withdrawal Is made in the taxable year in which the
unemployment oompensauon is roccived or the succeeding taxable year.

d.-wmmmmw

The pmposal would extend to IRAs the present-law exception 1o the mly withdrawal
tax for distributions from tax-qualified plans and tax-sheltered annuities for certain medical
care expenses (deductible medical expenses that arc subject to a floor of 7.5 pcrccnt of AGI)
and expand the exception for IRAS to allow withdrawal for medical care cxpcnscs of the
taxpayer’s child, grandchild, parent or grandparent, whether or not such person otherwise
qualifies as the laxpayer's dependent. ‘ |

v
i

‘ .

»
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In addition, for purposes of the exemption from the 10 pemcnt tax on flzarly

withdrawals for dxstnbutmns from IR As, the definition of medical care wonld mclude
“expeases for qualified Jong-term care services for incepacitated individuals, Qualified long-

1crm care services generally would be services thal are required by an incapacitated
individual, where the primary purpose of the services is to provide needed assistance with

any activity of daily living or protection from threats to health and safety due to severe
cognitive impainment, An incapacitated individual generally would be & pemon who is

15151‘1 No.002 P.12

- -

certified by a licensed professional within the preceding 12-month period a3 b(nng unable to
perform without substantial assistance at least two activities of daily living, or lns heving

severe cognitive impairmeant,

A

These provisions-would be effective January 1, 1996.

Expanded individuat
retirement accounts

szcaiYears
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AMERICORI’S '

have participated to date and how mariy seive eéach year?

‘ prowdes ﬁm(hng for anothey 30,000 to serve,

provides funding to support nearly 850,000 school age youth in 1997 alonc.

Ip: - ~JUL 22'96  1:58 No.0Ol P.02

How many ﬁmes has the chubHican Congress tried to cllminate or cut AmeriCorps
funding?

In the FY 1996 appropnauom process, both the Hous; and Sexmle bills did not provide

- funding for AmeriCorps and the other national service programs funded in 1he VA-HUD

appropriations bill. Funding for {hiese programs was restored on the floor dmmg final
dcbate on thie confercnce bill. In the current FY 1997 process, an ¢ qmendmgnt onthe
House floor eliminated fundmg for AmetiCorps and other national service programs in
the House VA-HUD bill. The Senate full committee bill provides funding for these
programs at the FY 1996 Jevel.

How does the' Admlni'straﬁou respond to attacks on AmeriCorps? épctlﬂ'calb,
when the program is deemed ineffcctive, too expensive - “According to GAO each
AmerlCon ps parﬁcipant cost is $26,654.

. The GAO study found that “resourccs avaﬂable”, not cOsts, per parlicipant zlavGr'aged
- §26,654. Only $17,600 came [rom the Corporation for National and Community Service.

and the rest came ffom federal, state, nohprofit and private organizations, Senator
Grassley, one of AmcriCorps” critics challenged the CNCS to come up with a reform plan
to reducc the cosls per participant. In lat¢ May of this year, Harris Wofford] the former
U.S. Senator from Permsylvama and new CEO of the CNCS dannounced a p]an to reduce
CNCS overall costs anid, in particular, per paiticipant costs. Through a vaniety of
measwes the CNCS will reduce its cost sharc per participant to $17,000 in 1997, $16,000
int 1998 and $15,000 in 1999. '

Statistically, how can we argue that the program is a success? How many studerits

Sinec the beginning of AmenCorps in FY 1994, over 50,000 young people have had the
opportunity to serve their commuriities through AmeriCotps to address vital local needs
such as health care, crime preveiition, and cducation, while earring & monctary award to
help pay for college or other post-secondary education or training. This year an
additional 25,000 will serve their communities and the Precldent sF Y 1997 budget

A compamon progiar to AmcmCorps the Leam and Ser\re proglam engagcs school age
youth (K-college agc) in service learning projects within their community. Thus far, over
800,000 young peopl:: have had the opportunity to serve their comrmunitics and over
700,000 will have! opportunities this year. The President’s FY 1997 budget rlequc>t




FY 1993

FY 1994
FY 1995
FY 1996

FY 1997

President’s
Request

653,963,000

. 598,227,000
659,209,000

500,000,000

540,000,000

House-
Passed

Appropriation
612,472,000
467,162,000

481,962,000

200,000,000

440,978,000

! Includes $32,838,000 for the Safe Schools Initiative
2 Includes $20, 000 000 for the Safe Schools’ Imtxanve

Senate-
Passed

| Appropriation

608,659,000

500,000,000

481,962,000
400,000,000

Not Available

* SAFE AND DRUG-FREE SCHOOLS AND COMMUNITIES

'
2
Enacted
|
598 '227 399 .

4871162 ,000?

465, 981 000 -

- 465 971,000

Not'Avallable

|

Note In 1994, Congress cut funding for Drug-Free Schools and Communities in order to make
more funds available for other Department of Education programs, including some (‘,f the

Administration’s priorities. [See attached House and Senate Appropriations Comrmttee reports.]
" The White House wound up consenting to this cut in exchange for other conéessions_from

Congress

i

l
|
|
|
|
1
|




& o o i
ive of the chapter 2 program but believes that a shift of This is $129,065,000 below the budget request and Amount pro-
poftion of these funds to other, higher priority activities is justified, vided for 1993. These funds are allotted to State and local edu. |, °*

cational agencies and Governors by a formula based primarily on
school-aged population, with some adjustment for State shares of _ _
chapter -1-funds, and no State may receive less than 0.5 percent of
the total allotment.

~ The Committee remains supportive of drug education programs
but believes that funding can ge reduced in 1994, Initial costs to -
train staff, design educational programs and purchase curriculum
materials have been funded with prior year funds. The cost of -

expensive book distribution (Reading Is Fundamental)

the chapter 2 inexpensive book distribution program,
"is opWrated under contract by Reading Is Fundamental (
bill inMudes $10,029,000, the same as the budget reque
1993 aypunt. The purpose of this program is to buy i
books, offgr them through local community progra to children
from low-iNcome families, and motivate children to/read. Federal

hich -~ -
F), the
and the
expensive

‘ §
:

e
O-

e
e
O

3
3

————

funds provide for up to 76 percent of the costs of/the books. The
purchase and\ distribution of books is carried g#t through about
4,500 local colgmunity groups in projects runsby 150,000 volun-
teers. In 1993\the program provided an egtimated 6.6 million
books to 2.1 milln children nationwide. /19 ‘

Arts in education

For the chapter A& arts in education program, the bill includes
$8,944,000, $2,000,080 above the bugdget request and the 1993
amount. The purpose §f this program’is to support arts programs
in elementary and secdydary education and to conduct demonstra-
tion programs for the iRyolvemeny of persons with disabilities in
the arts. Two awards ar§ providéd: one to the John F. Kennedy
Center for the PerformingfArts /And the other to the Very Special
Arts program. The Kennedy, Center provides support for the Alli-
ance for Arts Education, a nejgvork of State committees to integrate
arts into basic education pfojgams, as well as performances for
young people, the Amerigin ®pllege Theater Festival, and the
“Imagination Celebrationf all of\which allow youth to attend and
participate in live perfofmances. %
supports the developmefit of prograMs integrating the arts into the
general education of disabled childfp and the lives of disabled
adults, through perfofmances, workshows, technical assiastance, and
training. The additignal funding provid®{ is to be split equally be-
tween the two artd in education activitid%, None of the funds are
to be used for indjfect costs of the Kennedy¥genter.

Law-related edufation - f

For the chgbter 2 law-related -education prigram, the bill in-
cludes $5,95%,000, $2,952,000 above the bufget equest, and the
same as thef1993 amount. The purpose of this pr¥gram is to pro-
vide studepfts ‘with information and skills concerninXthe law, the
legal progfas and system, and the fundamental valu® on which

these arg based. Funda are distributed to_implement Ryodel pro- _.

-grams-ifi-theclassroom and to develop, test, demonstrateNand dis-
semingte model approaches or techniques relevant to law¥elated
educafion. Program priorities are announced annually by th\ Sec-
retagy. Competitive grants are awarded to State agencies and Wgal
edyfational agencies or other public or private agencies, organiza-

tions, or institutions. °
Drug-free schools and communities: State grants

The Committee bill includes $369,500,000 for the State grants
program of the Drug-F’r;ee Schools and Communities Act of 1986,

e Very Special” Arts program
“ budget request and the 4993 amount.

‘ reduce drug abuse in schoddg and cop

maintaining these programs should be substantially less than the
cost of establishing them. In addition, the Committee notes, grate-
fully, that drug use among young Americans has declined dramati-
cally over the last decade. This justifies a shift of resources to other

- high priority initiatives. The Office of Management and Budget has o

indicated that the Administration supports this retrenchment.

" "Rrug-free schools and communities: school personnel training

Nr the school personnel training program, an appropriation of
$13,004,000 is provided, the same as the budget request andhe
1993 Wmount. These funds are awarded competitively tofedu-
cational\institutiona for training teachers, administratorg? coun.
selors, an¥y{ other personnel about drug and aleohol abuse #ducation
and preverNjon. Activities include summer training ingfftutes, pro-
grams for pdsonnel working with high-risk youth, rograms
that emphasi
nity.

Drug-free schools dgd communities: national ppbgrams

For national progriyms for drug-free schogis and communities, an
appropriation of $598496,000 is provided, $2,000,000 below the
jAder this program, the Sec-’
ducation adm¥gisters a vaffety of activities designed to
munities. Funds may be used
to develop and implement pxogragfis of drug abuse education and
prevention, including programgAlor students both in elementary
and secondary schools and in g/Mgtitutions of higher education; im-
plement research and demongrat¥gn projects; disseminate informa-
tion and curricular materigif; provillg technical assistance to States
and local educational agepfcies; suppo¥, regional centers designed to
train school teams to cgfbat drug and¥glcohol abuse; provide serv-
ices for Indian youthAnd Hawailan naBiges; and assist in the es-
tablishment and opgfation of drug-free achdgl zones.

retary of

Drug-free schools find communities: emergencygrants

For the emepfency grants program, $24,552,08Q is provided, the
same .as the plidget request and the 1993 amount. ¥g this program,
the Secretgfy makes discretionary awards to schooNgistricts that
have demydnstrated a significant need for additional Mgistance to
combat drug and alcohol abuse. For example, schools myst show
extrepfe problems of drug abuse as indicated by high arrégt rates
or sifnificant numbers of youth referrals to treatment progra¥kgs. In
1943, approximately 25 new awards and 42 continuation awngds

| be made under this program.

the involvement of the family, schodl, and commu- ~

. R



The Committee recommends an appropriation of $1,393,898,000

- for 8¢ Rool irqprovement programs, including $32,838,000 for the ad.

ministkation’s currently unauthorized safe schools initiatife. This

amount\is $103,997,000 less than the administration’s reques:.

$54,715,000 more than the House allowance, and $142,308,000 less
than the 1893 appropriation. 7

g This accoMnt includes the chapter 2 State block fant prograrm.

Hee R eps

the drug-free schools and communities programs, the Eisenhowe:

‘ mathematics ayd science education State grant prggram, and a va
riety of other cAtegorical programs that address’national concerns
or special educatiynal needs. ' , )

Chapter 2 State an¥ local bZock -grants

' 9, The Committee redqgmmends $369,500,006 for the State and local
‘ block grant program, $86,988,000 less thaf the 1993 ap ropriation,
$45,988,000 less than fge administratio request, and the same as

the Housge allowance. - '
- The chapter 2 block gragt program frovides grants fo State and
" local educational agencies\for acti #ies designed to improve ele.
mentary and secondary eddgation for students in public and pri-
&= vate schools. Funds may be \ised Aor programs targeting students
@ at risk of failure or dropping \upf acquisition of educational mate-
: (- rials including computer hardyare and software, schoolwide im-
o provement, training, and profésgional development of educational

‘personnel; programs targeting students at risk of illiteracy; pro-
grams to enhance the persofinel akd academic development of sty

ents; and other Innovative/ projectsy States receive funds according
to their share of populatigh aged 5 t& 17 and must pass 80 percent
of block grant funds thpbugh to localeducational agencies, which
have complete dlscretig in distributifg funds among eligible ac.
tivities. The Committeé believes this prigram serves an-important
purpose in making ayhilable Federal resoyrces that may be used to
meet State and locgd needs, but agrees Wth the House that it is
appropriate to shifya portion of block grant¥unds to higher priority

activities.
& National prografhs .
T Q) -~ Inexpensive ook distribution.~=Fof the IneXpensive Book Dis™”
' ‘tribution Program, the Committee provides $104300,000, $271,000
. L‘) more than the 1993 appropriation, the administrition request, and

the House Allowance. This program is operated by\Reading Is Fu
- n-
damental RIF}, a private nonprofit organizatioz ) sociagted with
the Smithsonian Instl‘gution. RIF works with more tPgn 4,500 local
groups to distribute books to children froty low-income

families to help motivate them to read. In 1993, al estimated
L) 6,600000 books will be distributed to 2,100,000 childrer\This pro-

- @™ gragf has bpen successful in motivatir;g children to read, \\¢reasin
th use of hbrar}es, increasing parental involvement in scho\s, an
cofitributing to improved reading achievement. The. Committ®e rec.

'; "Mgendation represents an inflation increase that will allow Pizid

190
SCHOOL IMPROVEMENT PROGRAMS
. .- Appropriations, 1993 ....... ’ o
Budget estimate, 1994 .. . 5%2353,283?'
. Hoyse allowance ............... 1,339,178 0
Committee recommendation 1,393,897000 .

- ategrate the arts into¥§

191

[
-

: 2 seMNe the same number of students in 1994 as in 1993.
L Arts W
i e Arts 1 A
{sropriation Mgd the administration request and thgsSame as the
! Jouse allowan®s, This amount would support a sigaificant increase
‘1 each of the twyawards made by the programf: a grant to Very
“ipecial Arts [VSA] ghich supports the develgpment of programs to
e lives of children ghd adults with disabil-
sies; and a grant to thewohn F. Kennegds Center for the Perform-
ag Arts, which supports Wvariety offactivities through its edu-
ation department, that promigte the”arts throughout the Nation.
The increase would be divided ®gufilly between VSA and-the Ken- -
edy Center. ‘ v , . _
Law-related education.—Thef Com¥ittee recornmends $5,952,000
Yr law-related education, §27952,000 Mgre than the administration
rquest and the same agethe: 1993 level™Wnd the House allowance.

Lducation Program, $2,000,000 more than € 1993 ap-

~ This program providegsfrants to State andNgcal educational agen-

ies and other orgapfzations to support theMgvelopment and ex-
pansion of progragfs designed to teach elemenPsyy and secondary
xhool students A&nowledge and skills pertaining W the law, the
legal process, #he legal system, and the fundamental Winciples and
ra%ues on yAich they are based. The Committee encOwrages the
SecretaryAo favorably consider applications providing laWgrelated
sduca 9 to individuals with disabilities in making award foN\{iscal
year”1994. ) , ) :

Drug-free schools and communities

The Committee bill provides $500,000,000 for drug-free schools
and communities programs, $98,227,000 less than the 1993 appro-
priation and the administration request and $32,838,000 more than
the House allowance. The Committee believes that the Federal
Government must continue to provide significant levels of support
for drug abuse prevention education, but agrees with the House
that it is appropriate to shift some of these resources to other prior-
ity reform activities that, because they are aimed at achieving the
national education goals, also contribute to the goal of drug-free, vi- .,
olence-free schools. : : - o
" The Committee also notes that Congress has provided significant
increases in funding for drug-free schools activities in recent years,
without any comprehensive study of the effectiveness of this pro-

am. The Committee understands that an evaluation of school-

education.—The Committee bill includes $8,9,0 for

ased “prevention  programs -is ‘underway;~and-directs-the-General
Accounting Office to conduct an additional study of the uses and
effectiveness of drug-free schools programs at the State and local -
levels, The study should include an examination of how drug abuse
education is delivered at the local level, and how well the national,
State, and local activities funded by this program are coordinated

_ with each other.

State grants.—The Committee recommends $402,338,000 for the
drug-free schools and ' communities State grant program,
$96,227,000 less than the 1993 appropriation and the administra-
tion request and $32,838,000 more than the House allowance.
Within this amount, the Secretary may use up to $32,838,000 for
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SAFE AND DRUG-FREE SCHOOLS AND COMMUNITIES STATE GRANTS
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FY 1996 ALLOCATIONS|
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Total Allotment Allotment’
Allotment To SEA to Governor
State (100%) (80%) (20%) |
US TOTAL $430,279,418 $344,223,534 $86,055 884
ALABAMA 7,207,189 5,765,751 1,441,438
ALASKA 2,151,397 1,721,118 430,279
ARIZONA 6,438,715 5,150,972 1,287,743
ARKANSAS 4,322,678 3,458,142 864,536
CALIFORNIA 47,492,968 37,994,374 9,498,594
COLORADO 5,024,553 4,019,642 1,004,911
GONNECTICUT 3,991,863 3,193,490 798,373
DELAWARE - 2,151,397 1,721,118 430,279
FLORIDA 18,432,588 14,746,070 3,686,518
GEORGIA 10,932,300 8,745,840 2,186,460
HAWAII 2,151,397 1,721,118 430,279
IDAHO 2,151,397 1,721,118 430,279
ILLINOIS 19,234,652 15,387,722 3,846,930
INDIANA 7,918,338 6,334,670 1,583,668
IOWA 3,887,604 3,110,083 777,521
KANSAS 3,783,615 3,026,892 756,723
KENTUCKY 6,893,074 5,514,459 1,378,615
LOUISIANA 9,715,602 7,772,482 1,843,120
MAINE 2,151,397 1,721,118 430,279
MARYLAND 6,433,163 5,146,530 1,286,633
MASSACHUSETTS 8,009,780 6,407 824 1,601,956
MICHIGAN 17,236,918 | 13,789,534 3,447,384
MINNESOTA 6,439,975 5,151,980 1,287,895
MISSISSIPPI 6,207,600 4,966,080 1,241,520
MISSQURI 7,836,758 6,269,406 1,667,352
MONTANA 2,151,397 1,721,118 430,279
NEBRASKA 2,251,113 1,800,890 450,223
NEVADA 2,151,397 1,721,118 430,279
NEW HAMPSHIRE 2,151,397 1,721,118 430,279
NEW JERSEY 10,094,763 |- 8,075,810 2,018,953
NEW MEXICO 3,362,004 2,689,603 672,401
NEW YORK 32,308,449 25,846,759 6,461,690
NORTH CARQOLINA 9,346,225 7,476,980 1,868,245
NORTH DAKOTA 2,151,397 . 1,721,118 430,279
QOHIO 18,167,821 14,534,257 3,633,564
OKLAHOMA 5,333,854 4,267,083 1,066,771
|IOREGON 4,501,858 3,601,486 900,372
PENNSYLVANIA 18,391,075 14,712,860 3,678,215
RHODE ISLAND 2,151,397 1,721,118 430,279
SOUTH CAROLINA 5,740,012 4,592,010 1,148,002
SOUTH DAKOTA 2,151,397 1,721,118 430,279
TENNESSEE 7,763,894 6,211,115 1,562,779
TEXAS 33,935,797 27,148,638 6,787,159
UTAH - 3,096,741 2,477,393 619,348
VERMONT 2,151,397 1,721,118 430,279
VIRGINIA 7,932 077 6,345,662 1,586,415
WASHINGTON 7,380,967 5,904,774 1,476,193
WEST VIRGINIA 3,544,582 2,835,666 708,918
WISCONSIN 8,069,837 6,455,870 1,613,967
WYOMING 2,151,397 1,721,118 430,279
D.C. 2,151,397 | 1,721,118 430,279
PUERTO RICO 11,498,858 9,199,086 2,299,772
QUTLYING AREAS: ]
TOTAL 4,409,810 3,527,848 881,962
AMERICAN SAMOA 757,048 605,638 151,410
GUAM 1,766,224 1,412,979 353,245
NORTHERN MARIANAS 431,377 345,102 86,275
REPUBLIC OF PALAU 0 0 ! 0
VIRGIN ISLANDS 1,455,161 1,164,129 291,032
INDIAN YOUTH SET-ASIDE 4,409,810 N/A N/A
. !
NATIVE HAWAIIAN SET-ASIDE 881,962 N/A ! N/A
!
EVALUATION SET-ASIDE 997,000 N/A i N/IA
t
[TOTAL FUNDING 440,978,000 347,751,382] 86,937 846
|



