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LEGISLATIVE HISTORY OF STUDENT AID
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RESEARCH DESIGN
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costs wouwld need & progren that bas the crganizational capacity to

proceice adegquate ivvestment.  The program must have a good chance

of mesting the gosl of incressed college savings and sustaining
itgeld dn the future. Relisbdlity, viability, =smd credibilitby
must include consideration of the costs of markeling sond
sadminisetering & program a&long with the relative risks associated
with the investwent strategy. This should also encompass the type
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Cohartsd, literature review, and newspaper srticles. This paper

Pllustrates the trends of costes and inflation via charts which provide

@ comparison of the increase/decrease of Ffamily dncome sod college
tuition, the growthddecline of student aid, the MET income

cligtributicon ard enrallment, and historical trend of educsticonsl

by family ivcome .
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MICHIGAN EDUCATION TRUST PROGRAM

Michigarn has a history of support for Bdghesr ecducsaiion. i

itution provides in Secticon b of Article VITI that Yit

ig an essential Tunction of state goveroment Lo forever encourage

schools and the meang of educstion amd Sectionm 4 of Arvticie VIITI

provides thst it dis the responsibility of govertment bo matintain

state instituticns of higher education. The citizens of this state

want their children Lo beave access to an opportuni iy for Bigher
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Indesd, the tuiticn conmtracts thet are sold are annuity contracts that

Fproevide &n o dnsurance o desionsted students. Iy Michigan, twition
For & four-yesr public degres costs an average of P00 mind i
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proper (Michigen Public Act of 198, Fog)
The actuwal prepaid price will be detevmined by the results of the

actuarial analysis. The major factors influsncing the price schedule
will be the bemeficiary’'s sge when the contract is made, the chodoes

of certain apltiocns in the plan, assunptions made by MET comcerning the

ate of return on dnvestment sand the rate of tuwition, inflaticon, and
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Sivce more money Can e made Dy the trust if it bhas & longer time
o dnvest funols, MET will estasblish a price scale based upon the
mumier of yesrs between when the contrect is made and when the

{ bt

eneficiary will resch collegs age. The yvoungsr the child, the lower

the purchase price which is illustrated in Table 1 (MET-Plan Contract,

The Michigan MET Program also has s number of options which are
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Option A-Tull fenefit pign. YUoder this opiion, in-state or

—district wlergraduate tuition enefits and mandatory fees will be

provided at sy of Michigean's two-vesr or four-yvesr public colleges

ard wniversities The full Denefit plan conivact is the most popular
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Opcbior B-limited bermefit plan. thider this opdaior, in-state or

in—-cistrict wndergraduate twition beneiil
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g mandatory feses will be

wrnlversities where

provided al those Michigan public colleges




tuwition costs do not exceed T0RY of the weighted average tuwition costs
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Pition bermefits would not e covered at institutions with twuition

thiary the TOBY of the weighted aversge twition: rather,
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imstitutions.  Those colleges and wniversitites whose tuition rate
exceed TOBY of the weighled average may change amnmuslly.

Gpticn C-compmudinity coilege plam.  Under this opticn, in-district

tuition Denefits and mandatory fees will bhe provided at ey of
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beneficiary attends a Michigan independent institution, asttends an out
of state institution, receives a full scholarship, beneficiary dies
i disabkled, o Deneficisary does oot plan to attend college.  The size
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of the refund depends upon whether the buver selects Flan & or FPlan B

tothe time of purchase.  The terms of Flan & and Plan B differ only
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the refurnd amount .  The purchs
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the cholce of buying the contract for & lump sum a2t the time the
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The Michigan Education Trust has conducted a telephone survey an

T

= status of college tuition prepayvme or SavVIing programs . The

results are as follows!

Frogram Option Mumizer
Fremaid Tuition Frogrsam

College Saving Bond Progeam
Considering & Frogram

i
Mot O idering & Frogram
1

T
¥ oAlaska has enacted & college ssavings bond program and a prepaid
tudtion Hill ds cuwrrentily in the legislature; Missouwrl hes enacied

Dot & prepaid twition and & college ssvings bond preogram Michigan

Education Trusl, Telephorme Sureey.

i
o
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Fresently, ithere are four approsches thal various state

considered and

o+

TLIET

Jaraing tuwition savings plans -
approasch, sducation IRS spprosch, tuwitdion certificste spprosch, ard

savings bord approsch. A summary 18 dllustrated in Apperndix

of Michid T g

o the MET progream and the

£k H . H 5 4 e ey g pp ey e e s T
The migher the state appropristes money oy

sthalarships, grante, and work study programs for students sttending

K - . S i T s 3 W e e
colleges and wniversities. The amcunts, a8 aporopristed Tor

PR B4

are listed in Appendi= 3 Clyddory, 18

Thed din

The outoome of O ostate politicsl election ve

Governor Blanchard (Democratic) beding defested by Joimm Engler

epukblican) . Governor-elect Jober Engler hes indicated

Fichigan Ecducation Trust (METY is & program worth sasvind. I dts

B, 000 ol ldren were envolled dn the

two years, more e

progran that guarantess twiticon payments at any of the state’s b



pubxlic wunidversities or 29 commuanity colleges when the children reach

Cid

P

lege awge. In the third yvear of MET, ernvol lment contributors were

-

permi tted to make mortihly dnsteallment payments or dvvest & lump stm

dacatiom Trust, 1990 Lo

Frogreams, suoh as MET, can e encouraged to flourish or die in the

peplitical arens.  Governor-alect attacked Blanchard for his

m
&
et
11'1

lack of & realistic, comprehensive education program andg for the kind

flawec] Tiscal policy that s

-

ne interpret MET to e, His oriticism
of  the program iz bthat the FET peyments sre besed on asstumpiticos that
tuwition will increase an average of 7038 over the nexst 20 yvears.

Governor-glect Evngler indicates thelt & move reslistic estimate would

e S.7% bDased o owhst heas happened in the past 20 yvesrs. o Lo

He further indicates that the deficit will

MET on revenues 1t collects from MET

contractes as well as on dnvestment garnings . However, Governor-elect

Engler aims Lo raise peilces

Fov dndivicuals to purchase MET comiracts

tuditicnm hikes, Wi le

[N

to make them more closely resemndle sonticipste

walcd o i, he did o dndicste anmwal

oo ek the price o

riging at lesst one percentage higher than is factored

AT o

—.1.

irite currvent rates.  Current contract holders are secured in
they agreed to sl whiat they will receive from the etste. However, he

the steate e short 350-85100 wmillion

ard policy politics

This program is an innovative progream which indentifies s prablem

mg seeks to stabilize or bhalance the cost of tuition for the good of

a
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eam Lhings that never were and say, why

L-.'l-

! ) fog o 2
o) '\E-!"H-E“y" TR BT BEY, WY 1

ot (Ross,  TE0E .10,

Twio theories stimdlate the topic of this paper--causal theory and

interest

These theoretical strategies have been articulated

From Stone’ s The Policy Peredos o039

A, Causal Theory——Responding to & Problem

Causal theory dis the relationship between cause and effect. It is

an identified prodiem thst reauives a solution.  The federal

aovernment retrenchment of student a&id has incores
whiich has resulted in the concern of affordability of college.  This

— se vae e, s afe ew e - o, S B e AT T=, D~ one, e . g oan, e gve e e - e e e o oy o
i@z created a pubklic concern for mew proagrams Lo esse the burden of

pEying Tor higher eduostdon,
This causslity concept identifies victims, and 11 illustrates

in order to demonstrate the Denefits angd costs.
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st Causation, and policy

podlitics dinvodlves strategically poriraving issues so that they fit one

causal ldes” o iB4y 0 T4 sttempls to sesvcoh for
responsikility, for examDle!

T, Stecte govermmant has ldentified & probdes that is high on the

plaslic agenda.

=

200 Steate govermment hes s moral responsibiliity

. State govermment b combad vmment .

~..-

oy i ded

mle whio shave & risk faotor.,

goverrment bas owobdlized o

&, Irvvestment rate of r

-t

Lurrr Fas dncressed Righer than twdlido



B It ds & stimulus to politicsl organizstions and & rescurce for
political leaders seeking to creste alliance.
It has been asserted that causal theory can become more successful

its proporment

ifi

mave visibility, access to mediza, and promitent

proes d bl s It is dinteresting to note that former Governor Blanoherd
s been accused of meddling in the financial and political affaivs of
the various state undversities in order to keep tuition low.  For
gxammle, MEU had $S00, 000 vanked from its research budget for refusing

oorodl obaeok o dts twition (Lansing State Jouwrmal, 871473000 However,

s

the pubilic educationzl institutions are constitulionally autonomous,

whid ol means

Figher education is supposed to be able to conmduct its

affairs without any ex

i
i

el dnt luence. It seems that former Sovermor

-

1]

Blanchard's fight was aboudt movsal responsibd lity and the econmomic

costs on oa chaidn of possible cause

Aroording to Stone, causal the

ey piaces the burden of reform on

inchividusls who have wmeans, skhills, or rescurces Lo solve the problem

Dohone, 1SEE. FOTERY . Former Governoe SElancihear
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e oo Bdob bud o anc thereby invoked
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govervment influence to curtsil the harm, Causal theory serves
device for buailding an a&lllance helween the public interest that bhas s
prodrlen and govertment that omight beve s soclution. The Tormer

CEOVEPTIOT Seaems Lo De

for Cau

plyivg &

iviter RS RTE R

o, the politicasl

cause and assigred responsibility din its attenpt o solve Lhe
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lhe newspaper graph below illustrates Michiigan*s rising tuiiich;

Michigan'’s rising tuition

Here is the average tuition at Michigan’s public universities if .

tuition rises 7.3 percent a year.

$10,000

< .

[4

'&
$8,000
VWAAU*?

$6,000

$4,000

ian Education Trust analysts

Lansing State Journal/TIM JONES

Fdmi 1i85 nave various- opitions for crestive college financing which
nave oeen pré&viousiy menx-ioned in Hppenciix z . Below are 1.isted the

advantages to the state and the investment- risks of various tuition

savings plans !

idll

Trust
Approach

Educ at .ion
IRA
Approach

Advantapes

TEncCurages parents td
save 7Clr and share cosxs
of college.

fProiwtes enrollmentl in
M ich igan institutions.
because restricted to
Mi chigan.

“+Fmn fourages parents to
save for and share costs
of cd.Liege.

TPromotes enro llment 3n
Michigan institutions 1if
restr-icted to Michigan .

Eisk s

State assumes risk; trust
earnings must eep gace
with infIation and rising
tuition costs . Guaranteed
to cover tuit.don . Funds
pgooled, risk spread.

Individual assumes risk
that his or her choice of
investment wi1ll xeep gace
with tuition inf3ation .
Mot guaranteed to cover
tui tion.



Flan Advantages

Tuitionm FErcourages oerents Lo Tnstitulion assumas rilsk
Certificate save Tor and share costis thimt dte tuwition will not
A aEc of  col Leoge . increasse faster than the

FRromotes envol Iment in ivvvestment ea“hiﬁnr Ty

Ma chdgen institubions, e prepaid certificate.
Tuition coste to
indivicdual guarantesd.

20V LT FETIC ol @y

]

s arental divicuzal sssumess risk in
P 'i.

B irgs f call&ge beliaef that tax-—free
Sipaer & FHelps Tinence state’'s state Doncds will keep pace
capltal porogram. inflation.
ﬁEiimin tes currant
CostE o

E7 i oy o o g T O N N T JEC TR P v o g e o] e e o v, ey oy o o
Eupaeris, such as Fermeth Rlegon of Financial Hanagement

While savings opbions abownd, it is dmpertant oot fto put of f

saving fTor ohildren's education.  Howsver, Robert Hughes, &0 East

Lamsing finsncial ao

meopie is they don’t ssve because they lack the discipline” thansing

State Jowrnal, 9747900

i - ) ‘4 . o, e, e e, - v Iy . S b, = o b o,  pe an e pm e
Fobert Bownern, former State Tressurer, saild that the ooepsid

e i

gred for families who don’ L owant Lo worey

atcut the savings of the stock mearket or aboul twition increases.

FEve

While the stock markel o
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P
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een evicdent in the recent market declins” d.ansi

I A A

i

MET supgpore ey say bhe programn eliminates parents’ worries about

poecovicivg for thedr ohdldren’s colliege education.




provices an incentd

Enoaw they will have

3T TR -

dvd B Timancial

amooauting fivm for

T o T VT g e e s
Fad B8 million

making it $1 .8 wmill

Moo eie e 20 S,

e following

thigory appilication.

o eCoyianic valus
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perspectd

Councll of Ecomomic

sducation &

The wvehicle which
nEk g was lakeled
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@eounatiaon

i
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@mnlightened pullic
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o oecoroml o &

ol ive fTor educsatio

1

ver Tor obvd ladren boo work hard 1o sohoosl Decause Lhey

ary oppegebani by o attend colliege.  MET

suestion whether its irmvestments will out o

although MET & cwtside auditors say the program is

reaport Tor mrdd Iy & dnclepencent

f L

the year ending Septemter

i mssets and owed future benefits of Yiarm,

iooy overfunded Clansing State Jouvnal, 77272000 On

MET

the &b i orn-wide b
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Cherslle armd BEreinbkman,

Ferbapes the declines in educetion spending are vesgul
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emerging a&nd moore pressing netilonal and state needs

Migher sducation has been veduced in pubdic favor as muach s the

ni
o

3
£

comcern fTor naticnal defense, healthn care, care of the aged, and e
needs of  the pensl system has increased.

Leslie and Brivkman peovide an dllustration as to why bigher

gducaticon e the ingredient that bensefits the neticosal economy &nd

s d el communi

i Individued Invesinent--The ecomoaic practice related to economic

[
-y
oy
ot
s
£
G
r«].
q‘i
i
s

lency has been that more public suppoet should be dirvec

ducational levels where rates of velurn are highest--elementary

#

i

j.l
Pl

e paliic subsidies will only drive

v secondary schools. Ores

i
(J-
i)
i

of  return bigher ;) hence, L of return &t & particular

M
dER

St

[ 4

ave judoed Lo e too low, poudent public policy s to raise

st bhat educatiornal level. Social subsidies thae

pratnl i subsd ol

tar o gconomic inefficiency due Lo

uncer-investment (leslie angd Brivkman, 1%

1T va ] e such &s learning and collegiate social and culiural

activities are included, the private reburns are increased.

2.0 Bocdisd Investment--The sorisal benefits of higher sducation could

e recogriised as lower welfare and crime rates, commanilty
leadership and voluntesr work of gradustes, and conducting
research and development. The variows factors of production are
¥

Taricd, labor, and capital (heslie and Brinkwmeon, T8 POz

- Lo e baes o feeay o oot B T e v A - - e J— R — e e PO g g b S e e e
Fetacation amgd Mo satior are viewsd as oan accurate eztimate




of  comtritution dn labor greowts and dmpeovements . Furthermores,
codleges and universities bhring external finsncisal resources

L

Cweasalth and employment) o thelr communities.  For &

amn L&,

typical small, public coliege with & $10 million buwdget will add

Aot 15818 million to the local e

ccary & provice rouaghly 50
Jodze . A typdcal large, puwixlic dinstitution with & $100 million

brlacioges b

will soddd aboat 10 times these amounits”™ Jleslie g

The history of the past few decades records the inttiaticrn of

efforts to changs the levels of representation in govervment amd beivg

3

about social equity.  Government at all levels became involved in

@f forts sadmed at providing grester opportunities to &ll of the peoople

for invalvemsnt in govervment decision making snd programn

administration.  The public dialogue during theat period wes full of

such phrases as “"power o the people”, “citizen parcticipation”,

Citement and hope that

L S S R S 1) e e
commandl Ly sohion®, eto.

ffected marny people previcuwsly edcluded feom govermnmental processes.

oi

ivonic that when we face shovtage of dollses, raw materials, and

Pt
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matiomal commd tment, we lose momentum of action and bhooe in the idesls

af demccratic govervwment.  For ammple, one of the grestlest creative

statesman of our age was Franklin Roosevelt. He was crestive,

precisely, bhecause he preferred sxperiment to ldeclogy.  He, and men

of his time, insid

sted that the resources of the dencoratic svsiem were

greater Uhan meory elieved--that 1t was g Ble to owork for @comamic

Fotin,

security within & framework of freedom (R

LT, W

-
et
—

=~
e
i
o
it

micist of inflation and possible recs




formulate policies that sre fiscal corservalive congcious, however,

let s not forget the social probdems that continue and the libersl

social consciows obdigations we heve to solve those problems.  In

ctiher words, these fiscal conservative monetary policies characterize
the cheapest and lowest limit of funde o e perovided, whereass the

haracterize progressive veform in order to

limeral social policies
@id the common welfare of the public.

It s interesting to note that the Sevings and Loan prozlems will

H

gyvers Rillions of dollars and yvears o pay of f oaod the
Chrysler Corporation weas bailed out at the taspayvers’ sxEpense. [t is

ironic how the Tedersl govermment heppens to find the money nesded in

Tihie significant

orclEr Lo Pescue ceviain national ecomomic woess

’Ji

podnt is Deing mede dn order to highlight the federal goverrment’'s

nealect of the nation’'s educational woes by placing the burden on

The causal theory responds to the following dilemmas !

i. Trends—There is a ¢risis of =ffa
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student ald haz bheen on the

Stuwdent fid —— During the

decling.  The distribobion among tvie of students and the composition
of the pood of adid funds heve beesn shifting. First, the percentage of

tuclents

i
:"1
iI H

Fell Graet monsy aoding bo peopedetaey vocational sobo ias

oy

z, Trom TE% tao

mEarly ookl ed during the 1£ Secoried, L

iv the composition of student loans iz the most common

@id in

~,

sial amssistance. .o secounted Tor

cporie T oo

1, ared 8%

g peak of B0 10 yvesrs sago to 48%



Thie shift in the grant-losn bealances bas b the winding down of

Viet

am—gra veterans educational enefits, the phasing act of social

gecuWrity enefits, and the growth of student borrowing.,  Tabkle 9

illustrates this oyele of decline from i

Furthermore, middle cla

families are heing sgueezed out of the

AT

Guarante tuclent Loan ) prodgramn because

goveET e Tl W oo every dodlar loaned.  Increasec

S—
A
7

Jds have graduwally forced Congress to

oy cosd

Timdlt eldigibdlity” (8ladiews, 1HET. Fotdn. Adcitional tightening in

the GEL progresm ocourred with the Higher Educaticon Amendmernt Act of

ie dncoeme famil wihwr i ght. hisve hoped that finsncial

w

e avallsaixle, awskensd to dimdindeshed prospects for such

L& continues o how college culs shouwld be shared among

studernts, pavents, and the spEyers.  Policy makers are concerned

abhaout the possible ef

wiices and on equity of smocess to Righer sducaticon. There iz also

: : ‘ o C T - e, £ R |
with the vrole of the Tamily snd : of Earents

A ohiloadvren’s educstion

. .
im achvanoe for

I

the amownt of rescurces

L=
=
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Ll r education over the

o Lartos

p

i

last 20 vesrs, Table 10 shows the amount of gid in current dollars

=51 e

awarded  through Ta wl, state, snd

s total of

Tre smmoouwnt of student aid awarded in 1

& omitlicn.  OFf this amownt, sid peovidd




suppor bed prograns was abowt $190 millicon.  As Tabkde 10 illustrates,

cduring the 19cfs and 1370s federally supported programs, as well as

state and institutionaily swarded sid, were on the rise. By 12377-78,

Fell Granmts provided $1 .6 bhillion amnually. Im that vear, &id to

Table 11 mrovides anolher way that student sid has cheaoged

e
i
fot
g'l
e

Liover o bodal higher education scotivity., This table illustrates

'

student &id has grown cdramatically dn compavisorn o the overall

o
-4-

growlih of higher educstion since TOodd-cd, student aild incoressing over

B otimes as Tast as ecducaltional and general expendil tures.

Income - Table 12 shows that since 14 codllege tuition has

percent, twice as Tast as the median Tamily

income, whiich bas gone wup less than 20 percent. Carol Frances

irwdic

i

i

tes “ithe Dasic comclusion is that students and their families

coder o pay for college” (ASHE Resder, 13988

ST4sy 0 Davol Fravoes has also appesred before the WD House of

)
i
i
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i
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1
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testify as to the trends in college cosits and the

axility to pay (Framces, 19870 P31 abie 13 ddentifies tremds in

ivcodne mxnd twitior from THE0

that

income has not Repdt wup with

It ds interesting to note that Cearol Frances also suggests that

t}i

CIE spapct of social fore i their

bearivng on Americen familie
abvdlity to pay for college is the nunber of single parent households

in o the UE,  She indicates bthad since 1370, the numibsr of single

pearent houwseholds has inore

0%, five times as rasidly

31
i
o
o
i




ramizer of married couple households.

Inflation —— &rn article by the Mew York Times in Apedl 1388

clescribed the contiveing dncrease of tuition cost Taixle 14

irdicates that college and university tuwiticn bas tended to incresse 2
o 3 opodints faster then general inflaticon, Dul din the Bigh-inflation
vears of the late 1370 and esrly 19808, college costs did not keep

pace with the Corsumer Preice Indes (ORI They caught up sround

pogeneral dnfleation was subsiding ‘Fiske,

semmpn e, Talkde 15, shows the average smmual ohangs in

TSR R A AT

tuiticn sarwd fess from 1970 alomg with incresses in the ORI

H

and personsl ivncome. YTuition and fees heve increased st sbowt twice

thie rate of gerneral prices during the 1980z, 28X v, 4,987 (Malarkey,
IR FrorEs A orelevant gquestion for families todasy dis whether the

representes & mew long term trend in college costst

A e ooar o goe ey e s e I e O S S P AP ‘N N~ )
AL Hauptman and T, Hartle stiempt to &

i
[
_f?

Jrat the

increases in college costs have resulted from the following)

gecreased federal supporet mes resulted in s i budtion

e the coste of instituticoosllyv-funded finencial aid)

D7, in maet o remedy

seconct, Taculily salaries

thee groumo Tost by feoulty compensaticon in the 1970s; third,

s

i

i itutions with large propoctions of science and medical students

fave grest need for sophisticated support personnel which demands

: | . : : H o PO R S e gy oo e ey nan, e e U
ivcreased salaries; fourth, automation v instrwuction, vesearch, &nd

{ the computer has becoms & stendard and

acdministration has increase

. 3 g e v o s g o e ey gie ey o e o e c o b e [ T ST AR N S SUPCI [ -
it ois an increased cost! fifth, substantial amounts of Dbuildings and

eouipment date back to the 1980 and 1970s, and need rencvation or



replacensnt” (Greenberg, TE8E. PROT4-1T52.
2. Student indebtedness is dysfunctional for scoiety.

Students whs must bear & laecge porticn of thedr educational costs
themselves may e less willing to gy Tor Pogh guality education, to

gapsriment with new ides o bo give themselves the opportuni by o

learn for learning’s saske (Hansen, |

i

The objective of providing access to higher educsticon and Lo

gdualize educational opporitunity has had & profound effect on the

Fimance., This would e lain the traditiconsl emphasis on

L

i

Tow tuitiorn and student financisl =xid. Iy aodditicon, “it i in the

social interest to provide more instruction, resesccoh, and caablic
ice than individusle would demeod i they were requived to pay the

= "

CAEHE Readar, 1
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L

The Tedevral Tiscml ilenma looms, with aoruwsel deficits reaching

aradudrcd 2200 BAlldonm snd &2 cumwlative nabticnsl debt exceecding 3

cletvte clearly constraln federal creastiviiy in
addressing the naticnsl educational needs.

High turtion dis placing students in debkt. I particular, “college

students are fesling the pinch by wsing credilt csrods s&s they try Lo
supgmlemnent thelr tuition and living expenses’ TlLansing State Jowrnal,

cleint. whiich future

BTy VERET e LTI T ERE

I
)

generations have to pay, and now we D& thelr generation of students

thed e education.

in more debdt by baving them otain more

The students de rve et ter. Higher education provides to saciety

Frarry Social enefits-—from medicine to the performing arts. Im
essence, stale government is responcing to & social and econmomic

gzl e

e
A0 wa]



B. Interest Theorv——Responding o PFublic Interest

Interest thaory s the invalvemert or concern with & segment of

sapiety that shares the same interests fTor the emefit of those

s

HE

Tt

imcdividuals that soee engsged v & simdlar problen.

4o e ]

Wintddle avadlabkle to &ll, PMET will provide particular benefit Lo

michdle drcome feamilies in Michigan.

—c

Eligikility for stuent a&id has become more stris i oo e

o sid the lowest dncome student) thus more middle incouame
students are not eligible for student sid.

Becauwse of the mawber of wmiddle ivcome families participating

i

itancial midd
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i MET, 1t will free up additional dollars of
e most nesdy students will have better access to student
a@id.
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eoducation for olildren of low income families.

b oAs previously 1llustrated, there are other state financial

st

legislatureg to provide $500,000 far

4 MET attempts o soclicit from Lhe

ohdegctive i bo purchase contracts Trom the fume
collected for those stwdents that are ddentified as needy.
. - e

3. Orme significant at the federal level has been the

e ceptiors thet the wmiddie ol ie beivg forced out of higher

s ana by oa fTederal goovernment

gredude ey rdsing tuwiticor ©

that pays attention only to poorer students filnenciel needs.
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cptions in addition to the one-time lump sum &nd installment pavoents

thouwgh losns from savings institutions or obther {insocisl

imstitutions. Under these new opticons, contracts may be purchased over
a d, 7, oo 1Oeyear period. Witk the momthly dnstallment planms, b

parents of newborns have these three peyment oplidorszs for buving foure

yvears of twition

Foor folar yaurs,

glec asvailable.

il

for community colleges i

also heve the opportunity to by FET

ate @mnploye
contracts through & payroll deducticon plan, MET i encouwraging other
sl ic and prdivate emplovess Lo follow swuit.,

Helow are MET incerntives Lo provicde eligibility to wmiddie and low
imcome Tamilies!

1. Zitudent asseils v. parent assets - In Februwary, 1990 middle snod low

ivcome families found that enrolling the MET program severely reduced

-

meir chances for fedsral grants and loans because of a decision by

i
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]
i
o
re-
o
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T
e

Ll UL 50 Deparitment of Education. This ruwling esp
- . )

assets generated vy & MET conmtract belong too stu

parents. Students assels are considered more than the parents whean

applyving fTor federal sid. This has & mador dmpect on bhow mach

]

B

oo Y 1 ! i, e, A UGN 1 . B e e = e
fimamcial aid families can rec hnder federal law, families

applying for financial aid must prove they need 1t by reporting their

ansets

Flyilis Hoogman, financial aid director at Hope College in Hodland



and president of Uthe Michigen Student Financisl Aild Association, said,

“1othink this ile going to become more of &0 issue as more arnd mora

families with FMET contracts (since 1985 - 49,272 families:

R

start

coming throwgh the pipeline.”  Many FMET families will make too much

mowiey when thedr ohidldven erter colleoge to ogualify for financial aid.
Many MET families believed they would gqualify oo government grante
argd losns o cover those additions]l espenses —~ room, board, books

andSor travel Chamsing State Jowrnal, E70300 .

erim Divegtar, Student Financia

cices, Miohilgean Depsciment of Education, descoribes three

scenarias in order o esplain bhow MET dmpescts on student eligibility

for Fivmanmcial ®ssi The descriptions that follow identify MET

gl BE B e The azset appligd towsrd educaticon is

& of expenses. Thse needs analvsis s gvaluated iy the

respective university/college on & need bhasils scholarship

3w gues o P P S [ i QR
Lrel s0ens&ET i, &y

s
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fi

ial assistance at & school with & budget over $5, BOZ. In Fart

2, & student wouwld not e eligible foor financial s

iTH]

the tolal family comteibwtion ssceeds the total tuiticn of any

f

Machigaen public university/oollege.

Mot secord soevario, Part &, & student would be eligible foar

o

1 + A4 : B S S T ey g om
fimancis at every Michigarn university colles

tud bl e total family coovtribution. Ivi Part B, =

& UL

o

ot wotbel e eligible for fimancial sssistance at a Michigan

schonl with & budget over

Tt bhRedbred soereoe il ra appdlied fowsed educstion,



not & percentage.  In Fart A, family/student contribution plus MET
contiract wowld be subtracted from the college budget. Tie tobtal need
for esdditional financial aid is 2,998

=3

I Farvt B, the same

methodology is applied

, Powever, family/student contributicn plus MET
contract de grester than the college budget, thevefore, need for
addi ticomal financial assistance is zerc.

The needs analysie conducted by respective Michigan schools is

important because 1f limited finmancial aid is availabls, this

asmessment would scowrately i

pibdify students receiving MET contracis.

Thig application would free-up additional dollars of financial aid to

thee most nesedy students.
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II. MET as a parent asset

T ooklildd

& Fami ly
) D, DY 4 B0, D00 MET

e asslaned B10,19

Farent contribuation
Shtacdent ooty dbatod oo
Teotal family covbedbaat oo

every Michigan college.

P

This case wowld have financial need
B, Family Size 5 —— 2 children
Trcome $47,000;) Asset valus
MET value asssumed $10, 000

]

Q00 MET

Farert combribuwtdon
Stucdent contribation

Tebal family comtribution

Thie case wouwld have fineancisl resd at colleges with budgets
cover BhH, EEO

ITII. MET as a student rescurce THET woald be trested the same &5 &
srohclarrship or grantd.

& Family Size 2 Voparent, 1 chile
e cone ] AL VE L e B0,

he ]

I
K l__) i_)

Far, 0Nz
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“amily comtreibuation would be subbraobed rom college Dudaet
F y 1o t. W i E ted fror llen wdget

determnine HL@J arnad FET wowld mest i oof the need.

ol lege budget
family cormbeibwtion

B g L g

: MET Carmmual tuitiom?
Liovial fimancixl asid

- th}deﬁ iy college
et value 94, 000

B Family

Ircogne S47, 000 s

Farent comtributior H4, Jﬂﬂ
Bhudert corntoe Dot o

Total combribution ﬂQ,TtN

Family coomtrifation woulod be subdrescted from colleg

t ! wortd Lol meet art of nmeed.
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buadoget

o cleterming need s



Eeamg e College budgst

Lt i d

am MET {arrwasl b
ial mid

Meed for addil tional financ

Former Stete Tressurer, Robert Bowman, who was MET's chilef
architect, said “students couwld transfer MET benefits fo their parents

orice they turn 18 yesrs old and predicted it would be reversed. ™ On

April 11, the Compelitive Scholarship and Tuition Grant Advisory

Commities menbers agreed that the Michigean Depeatment of Education and

the Authority showld endorse the trestment of HMET contracts as &

parent asset. Accordingly, it was recommended thet the Michigsan

Higher Education fAssistance dSuthority approve the policy thal the

1

b1

Michigsn Education Trust contract be trested as s parent asset in

evalusting student eligibdility for the Michigan Competiltive

Sohclarship or Twition Grant for the 199037 scademic year.

e FET program conmtinues o expand its oubklic dnter

il

st theary .
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comcept identifies change threough mobkilizstion. 7A11
potential problems have an equal v mesl i td omd

crganizationsg, bt people ratilon

Mobdlization for

things they care aoout most”

collective interest is influenced by morsal sand sooial leadevsbhiipn,

te T g Lo . P e S of R, o o oy oy e o o, D e — U PR
Folitical socigety with influence, cooperation, and lovality as

peesoertial features of its etructurs, crestes novrms of &ltruism &od

charmels for collective affort. Furthermors, participaticon in

ioms rather Lhanm

tin Fodlow the laws of pe

codlective

the laws of matter. I oaoddition, the logic of collect

tive actiaon is

e dmpeoretearce of  symbaole sndd ambdgui by, Grouss are more likely to



arganize arvourd & threstened or aotual b

we than around & potential

gain.,  They are resady Lo sacrifice and take risks in order to avold &

s

R

Lo, FoI7Ry . It seems that hope becomes strong when
accompanied by & sense of deprivation, when the promise of somethdog

Better ds linked to pevception of & detericorsting and intolervable

present

Debora Ztone attenpls Lo explain that, "People are move likely to

&
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crganize and Tight about somsething theat effects them intensely

o
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She uses the terms Denefite and cost

cdescribe good and bed effects, amd the terms concentrated and Jdiffused
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St , Fubdlic Relations Divector

University (represents 34,000 undergraduates) says "we will not =it

idily by and watoh educstion become inaccessibhle Fobert Bownan,

former State Treasuresr, says, Yif govermment can play & role, it

shoulc. It doesn’t have to be big, but it ocwght to be effective
2. Implementation of the Challenge Fund ~ MET conmtinues to wiillize

R O B By e o] P~ hoe, pom IO N o e - R N ir sz e T
the Challenge Fund to be smatohed on oa 2091 basis. i

pondicl gome from the corporate community or

Cooanintar i Loy Inm fiscal yvear state legislature gppoopr i tedd

i1, the
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400,000 for the Challenge Fund, In

legislature romeiated L0000 The process i bo allow dndiviacual

schood districts to determineg the oriteris for selecting an individual

reciplent of & MET cormtract, Dut at no all the MET Challenge

Fund be wtilized for & student who is not participating in & federally

subgioized holt Lunch poeoageam .



The structure can Qe identified iv two differenmt functions that

codlad be served with the MET Challenge. MET could finance college

educaltion for a graduating senicor who otherwi
pollege —— uwsed as & scholarebip or MET could be used to give
particular younger students incentive to work heed because a prepaid

college education is waiting for them.

-
&

the present time, the Twuition Incentive Frogram (TIF) provides
coastlil by cod lege education for children of low dncome families.
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The interest theory resporcis Lo the following dilemmas |
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r
o

pukklic sector should encourage savings for college.

Families, in tryimg to secure scholarships and finacial aidd, alsc

fiave several other cplioms in deciding how to finence college. They

of  education Defore the student
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Lhey can pay ot of cwrrent ivcome while the student ie in school)

Ty can pey e educstion by Doeeowicg) or they can use s combxinstion

cf  these methods.  Families will heave variows preferences depending on

7
H

Fred dncome wevior,  and other variab

[l

ather dinstitutions &are slso offering prepsyment tuition progeams.

However, the state could encourage ssavings Decause creating =

sEVINgEs prograds Tooused on education will tend to ralse sawareness
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v, the stete encourages fTamilies to change thelr bebhavior in

: Decauss 16 ds morally heslthey Tor

iy

plavming for fulture colliege cost

family and society.  Thivdly, the state can provide finanmcial
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comsider . Fowrth, & podicy whiloh encourages families to olan

for future college twition will free wup morve mooey Tor the Lraly

PO S

A state program colad FiLlL e dwpoortent geap in the publdic’s

stanaimg of  Lhe finsrmcing options available, and o fer the
bemefits in terms of the cholces available. While the dides of saving
for codlege is not new, the level of interest in ivnovetive financing

techrmigues 1s unprecedented.

I 1980 the Foper Organdizetion conducted a survey of parents on
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sarerital savings (Malarkey, PROTE-T42 . As might be e=pected,
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which pavailels the MET program comcept - “providing affordable
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cpporbunities. L tE

will wield snough to ke pace wilth rising twition.,  Two major

ac oot i

g Fivms indicste thet MET i actuarially sound and has

comsideralil e surplus,

The MET program communicates & olesy wnderstanding o parents of

the options and benefits associsted with saving Tor educstiom,

VMeary few familiss ssve, and ever smomng those whoo do, the low level

swggests that many have unresl expectations aboul what is neeced

o divg Tamiliss with dnformation

codlege costs. MET is peo

oo iated with college snd & practicsl

means of

This program provides guidance fop

Tamili o save for education rather thar consums it Lhe present,

which is intrinsically better for the moral hbealih of the family
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The FMET proagrasm proyides sibility in educational chodce.  Thie
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= Responding to Midodles

ipctod s Pave

arnd prapayment plan

is aimed simkly &t helpiong Tty families resolve bthelr cash—flow

prabdens, that such plans of fer nothing Lo poor students.,  Clearly, in

the currvent envirvonment of rapidly incore

by coliege o i

cecressing federal support, meny micddle dncomes famili
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HI
HE
.
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can s lovnger af ford colle

preevides sensibd ity and relisbkility obdectives to help parents/s

students meelt their responsibilities for payimg educaiional

W
i
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cobant that they &re able. the purpose of  the MET

i e W T el e

the plam acc @ll families] howsver,

cue to the neture of its ssvings poeepsvoment ardentation, low income

ard some midodles dncoms families are wnabie Lo make & sustained effort
o o acocuwmuwlate ssvings or obdsiln & loen, Trhe MET program doss Toous

o Bhe micdie dncooane fTamilies.

micidlies

Lipgser ivoome Tamili

Lo i

The MET progream initially adodressed the causalily conce

it ddentified a problen which veguired irmovative solution) however,

the effect of this program is that it benefits only those that can

afford it or b

the Cm

Lty

mave . The paalslic

served is that of the middle/upper class

Folicy makers in government and pubiic and privete education must

combinue o develop new sppoeosches o keepdng ool lege costs down and

ility ta

attend institutions of higher ecucation.
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TABLE 1
MICHIGAN EDUCATION TRUST

ENROLLMENT AND CONTRACT PRICE SCHEDULE

Beneliclary’s Age or Grada In School v Ac‘:;\ de:;i'ccl ]
ear ven a f
Use age If not In school. Expocts 1o Enloyr Prepald Tuition Amount
B It In school, use grade. Collage. 1yr. - 2 yrs. 3 yrs. 4 yrs,

AGE o T

(as of 12-1-88)

0 2006 $1,689 $3,378  $5,067 $6,756

1 2005 1,710 3,420 5,130 6,840

2 2004 1,740 3,480 5,220 . 6,960

3 2003 1,762 3,524 5,286 7,048

4 or older and not In school 2002 1,795 3,590 5,385 7,180

GRADE

{as ol Fall 1988)

Kindergarten 2001 1,822 3,644 5,466 7,288
1 2000 1,875 3,750 5,625 7,500
2 1999 1,923 3,646 5,769 7,692
3 1998 1,976 3,952 5,928 7,904
4 1997 2,017 4,034 6,051 8,068
5 1996 2,065 4,110 6,165 8,220
6 1995 2,108 4,216 6,324 8,432
7 1994 2,160 4,320 6,480 8,640
8 1993 2,204 4,408 6,612 8,816
9 1992 2,254 4,508 6,762 9,016
10 1991 2,288 4,576 6,864 9,152
11 1990 3,379 6,758 10,137 13,516
12 1989 3,379 6,758 10,137 13,516

IMPORTANT:

Il the Beneficiary lIs In school, use histher grade 1o determine the program cost and the year he/shae is expected 1o enter
collega. Il the Beneliciary has not started school, use his/her age.

MICHIGAN PUBLIC INSTITUTIONS OF HIGHER EDUCATION

Four-Year Universities

Institulion Name

Cenlral Michigan Universily
Eastern Michigan University
Ferris Stale Universily

Grand Valley Slate University
Lake Superior State Universily
Michigan State Universily
Michigan Technological Universily
Northern Michigan University
Oakland University

. Saginaw Valley State University
. Universily of Michigan

. Universily of Michigan

. University of Michigan

. Wayne State Universily

. Western Michigan University

Localion

Mount Pleasant
Ypsilanti

Big Rapids
Altendale

Sault Ste. Marie
East Lansing
Houghton
Marquette
Rochesler
University Cenler
Ann Arbor
Dearborn

Flint

Detroit
Kalamazoo

Two-Year Community and Junior Colleges

Institution Name

Alpena Community Collegn
Bay De Noc Communily College

Charles Stewart Molt Community College

Delta College i
Glon Qaks Community Collago

Location

Alpena
Escanaba

Flinmt

University Cenler
Controville

RogoeeN®

Institution Name

17.
16.
19,
20.
21,
22.
23.

24,
25.
26.
27.
28.
?9.

Gogebic Community College
Grand Rapids Junior College
Henry Ford Communitly College
Highland Park Community College

. Jackson Communily College

. Kalamazoo Valley Communily College
. Kellogg Community College

13.
14,
15.
16.

Kirttand Community Coliege

Lake Michigan College

Lansing Communily Collage
Macomb Community College
Macomb College - Soulh Campus
Macomb College - Canler Campus
Mid-Michigan Community College
Monroa Counly Community College
Monlcalm Communily College
Muskegon Community College
North Central Michigan College
Northwestern Michigan College
QOakland Community College
Oakland College - S. E. Campus
St, Clair County Communily College
Schoolcralt Communily College
Southwaestern Michigan College
Washtenaw Conununily Collage
Wayne County Cormmunily College
Wesl Shoro Community College

Location

fronwood
Grand Raplds
Dearbqrn
Highland Park
Jackson
Kalamazoo
Batlle Creek
Roscommon
Benton Harbor
Lansing
Warren
Warren
Mt. Clemens
Harrison
Monroe
Sidney
Muskegon
‘Peloskey
Traverse Clty
Bloomfield Hill:
Royal Oak
Porl Huron
Livonia
Dowaglac -
Ann Arbor
Delroil
Scollville
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TABLE 2A

INCOME GAINS AND LOSSES

1977—88

Changes in Average Family Income

(1987 Dollars)

Change in

Average Family Percentage  Average Family

Income Change Income
[ncome '
Decile 1977 1988 1977—88 1977—88
[First Hity S 3509 ~14.8% $  —6o9
Sccond 3,134 7,669 ~8.0 - 665
Third 13,140 12,127 - 6.2 — 813
Fourth 18,436 17,220 - 6.6 — 1,216
Fifth 13,896 12,389 - 6.3 ~ 1,507
Sixth 29,824 23,205 — 5.4 - 1,619
Scventh 36,405 34,828 — 4.3 — 1,577
Eighth 44,305 11,507 -1.8 -798
Ninth 55,487 56,064 1.0 577
Tenth 102,721 119,635 16.5 16,913
Top 5% 134,543 166,016 23.4 311,473
Top 1% 270,093 404,566 19.8 134,513
All Familics 313,527 34,274 2.2 747

* CBO projection of 1988 incomes

Sourcc: Challenge to Leadcership, Urhan Institute



TABLE 3

Income Distribution of MET Families
and All Michigan Families

$80,000 - plus

$60,000 - 79,999

$40,000 - 59,999

$20,000 - 39,999

$0 - 19,999

0 5 10 15 20 25 30 35

.

Percent of Total

MET Families Michigan Department of Treasury
February 1989




TABILE 4

MET 1988 Enrollments by Age and Grade
13 EI *

12 96| *
Y -

11 195 | *

10 .. 966 29,

8 - 1,691 :';,.-7 S ;':'v . :.:. AR E"i-»"::;‘ Tl T 14 %

Child's Grade in School
=2}

A7 9%

8 %

: : e ;' 6 %

{ { ! |
| | { [
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0 1 2 3 4 5 6 7 8
Percent of Total Enrollment
% Less than 1 % (40,409 Total Contracts)

Michigan Department of Treasury
March 1989
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96 %
Full Benefits

Michigan Department of Treasury
March 1989



TABLLE 6

ET 1988 Enrollments
Relationship of Purchaser

22 %
Other

13.4 %
randparents

84.4 %
Parents

Michigan Department of Treasury
March 1989



TABLE 7

MET 1988 Enrollments
Years of Tuition Purchased

2 %

5% 3 Years
1 Year

18 %
-2 Years

74 %
4 Years

Michigan Department of Treasury
March 1989
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Michigan Department of Treasury
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FOR JOHMN M. WOLFE

{ ! '
Tirst MET Student Cj ~1 tb

v s
’
e et

QMIE THOUS inb 11V - HUNDRED AND FIVE DOLLARS

AND SIXTY-THREE CENTS """ '

Gov. James J. Blanchard, left, presents a beaming John Wolfe with a ceremonial warrant for
(he amount paid to The Universily of Michigan on Wolfe's behalf by the Michigan Education
Trusl. Wolfe is the first student to use his tuilion guarantee.

First MET student receives tuition payment

The first student {o made by the new tuilion guar- tuition,” said Sabrina Keeley,
allend college using Michigan anlee program. MET Assistant Director. “The
Education Trust tuition guaran- College courses begin- Contimled on page 2
tee bene(its accepted a ceremo- | ning in January 1989 were the
nial warrant representing his first to be eligible for MET Ins 1 de

. . . e .
payment April 24 from Gov. benefils, and Wolfe was the first A Treasury
James J. Blanchard. MET recipient to request his

employee competes in

Last semester’s tuition be.n'cf its be applied toward his statewide women's
for Joln Wolle, 19, a freshman luilion. N o gt
. L . . bodybuilding
at The University of Michigan, “John was the first stu- _ e e k1
. . . competition. See the article,
was paid to the Universily by dent to actually call us and tell page 4

MET, the first such payment us he needed his money lo pay
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APPFNDIX 3

STUDENT FINANGIAL AID PROGRAMS AND STATE
GENERAL FUND AFFROPRINTIONS —~ 1988-89

State Competitive Scholarship Program #22, 154, 200

NMased on academic meril and financial need, provides scholarshipe of

Fto0 to 1,200 per year for attendance at a degree granting college or
unidersity in Michigan. Regan in 194861,

Michigan Tuition Grant Program 44,562,518

Nased on financial npesd, provides grants Lo stuadents attending
independent colleges and undiversities in Michigan.

Grants range from
FLO0 Lo 2,479 per year. Student: may not receive both a HMicvhigan
1 F Y Y Nat QoL

Competitive Scholarhip and a Tuition Grant. flegan in 1966,

Michigan bork-Study Program ¥ 5,528,911

Mrovides opportundtics for reedy students in degree granting colleges
and universities to work part btime while attending college.
subsidized by the State funds and the employer.
sed to supplement the fTederal College Work Study program, but may also
provide opportunities for stuwlents to work for for-profit companies in
Fimld related to their academic majors. Began in 1986.

Jobha are
The funds are usually

Adult Part Time Grant Program

2,004,200

Frovides funds for needy adults who attend college part time (3-11
credit hows). Grants are up to 4500 per vyear for up teo two vyears at
any single institution. Available through degres granting colleges and
universities. began in 1286,

Michigan Educational Opportunity Grant (MEOG) ¥ 1,019,290
Frovsides grants of up ke F1,000 per year for exceptionally needy
undergraduates at public colleges and universities. Hegan in 17896,
Granl

for Michigan Dental Graduates

G

¥ OE,852,59
Frovides funds directly to.the
(University of Detroit)
Funds do not go to the

independent university dental school

Lo help offset the cosks of educating dentists.
students. Began in 1974,

Grant for General Degree graduates & 3,980,000
frovides funde to the independent co)lleges and universities on the
hasis of the number of baccalauwreate and maslers degrees granted.

Fonds do nob go Lo ths studenbs, Teaan 1o 1274,

Grant for Allied Health graduates

T 607,197

Frovides funds to the independenl ool leges and univerasities on the
Liastis of the number uf allied health degrees granted. Funds do ek go
Loy the students, LDegam in 1974,

Indisn Tultion Walvers ¥ 1,132,400
Frovides reimbursement to the public colleges and universities for free
tuttion of Morth American Indians., By teras of treaties and state laws

any certifiable Morth Amcrican Indian in Michigan can attend a public
college or universilty tuttion free.



TABLE 8

MICHIGAN EDUCATION TRUST
SURVEY

STATES WITH STATES WITH STATES NOT
PREPAID TUITION SAVINGS BOND STATES CONSIDERING  CONSIDERING
PROGRAMS PROGRAMS PROGRAMS PROGRAMS
Alabama Alaska* Arizona Minnesota
Alaska* Arkansas California
Florida Colorado Georgia
Maine Connecticut Idaho New Mexico
Michigan Delaware Kansas
Missouri¥ Hawaii Louisiana
Ohio™ I[11inois Maryland
Oklahoma Iowa Mississippi
West Virginia Kentucky Nebraska
Wyoming Massachusetts New Jersey

Missouri* New York

*Alaska, Missouri

New Hampshire
North Carolina
North Dakota
Ohio*

Oregon

Rhode Island
Tennessee
Texas

Virginia

Washington

OTHER COLLEGE

SAVINGS PROGRAM

Kentucky

savings bond program.

November 20, 1990

Pennsylvania
South Carolina
South Dakota
Utah

Vermont

Wisconsin

and Ohio have enacted both a prepaid tuition and a college



TABLE 9

Zguivalest Student

Add zer Tuil-Vioe-

Nale:

(Cocszze 1982 dodars)

2.5k —

2,000 —

1,500 —

1,08%) -

S0 -

“Tutal Grants Loans
1963-64

Fipme 5

Al per Full-Thue-guivaleut Student:
Totnl, Grants, Loang, Work

(Constant 1982 dollnes)

Y _ -~
Toinl Granls

1975-76

v B
lonns  Work

(RN 2

Acndemtic Yenr

1981-82

19814
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TABLE 10
A
Thble 1. Ald Awarded to Postsccondary Stodents in Current Dollars
(In millions)
Acndemie Yenr
Federnlly Sopporied Extimnled  Fatlmnted
Tropramms 1763-64 1970-7F 1975-70 1977-78 1980-R1 1982-8) 198)-84
Genevnlly Avalinhle
el —— — 9216 1,5HR 2,607 2,43 2419
StOO — 134 20 243 66 355 355
At ¢} -_ — 20 o) 76 M o)
CWS - 227 295 16" 6SR 565 641
NOSL 114 240 400 als 695 695 GRA
GSLPLUS - VS 1,267 [YAY 6,204 6,150 6,900
Subtotal [ RE] i.610 RR VL) 4,712 10,607 10,478 11,059
Specinily Dhvecled
Sncinl Scourity — 499 1,093 1,370 [ ) 733 220
‘cternng 67 1,121 4,180 2.5 1,738 1.302 1.088
tier Urnanta 9 16 [ LAl 19 81 60
Other Lonans = 42 AS 42 6l 29 108
Subtotal 6 1678 5,981 4093 3,801 2,216 1.476
Toinl Federnl 190 3,295 R,561 R.R08 14,408 12,694 12,535
State CGrant Proprnms 56 236 “Av0 677 R0 1.025 1,058
Institutlonnlly
Awnrded Akl I 965 1435 1,596 2,138 2,424 2,502
Tutnl All Proprams 546 4,496 10,486 11,074 17,347 16.14) 16,093




TABLE 11

xpendicurss and Aid
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(Coaszaat 1982 doilars in billioes)
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Figure 2

Growth in Student Ald sud Educotional Activity
(Constant 1982 dollars in hillions)
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TABLEE 12

Trends in Family Income and College Tultlon
1980-1983

——— oL

Madian Unkear Puly Univar Pyt Tour Y Pub Tour Ye PA Two V) Pulr Two Y Pyl AN Ine ol ANl [ne P
Family

Income Typo of Insttution
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Prlvate Tour-Year Collngns

Pubdle Tweo-Yane Cell- oo

Privete Two-Year Collnygax

LOAR A Hausabwold Hand, Ays 6010
Nousshold 1end, College 59 Yanrs
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TABLE 13

COMPARISON OF TRENDS TN INCOME
AND TUTTTION, 1900-05

JOO0R 430K 600X 75.0% 900X

Prbvate Univnr<itine SLTONRGRTAT AU RARUNATR 81 1 %
s L

R R A MR OOLURTIER 65 0%
U IR OV AREAITIAMOIRATIAIA 3.4 %

1O e

O e s MR GBI 6 1.0 %
VRN TSEAMINAIN so.0x

Parcanl Increase, 1000-19685



TABLE 14

Education and Inflation

Percontage changa in tho Consumar Prico Indox and In average
chnrgos lo collngo students tor tuition, foos, room, board and othar
dxponsna. The studont chargos aro for school years and the Consumer
Pricao Indox Is tor liacal yoars, which beglin in Oclobar.,

14% —
13 —- COMSUMER PRICE INDEX
12 —

STUDENT CHARGES

wd
'85-'8

Sovurca: Amorican Councll on Education

‘78-79 7980 '00-81 '81-B2

They New Yok Pimves/Apri) '7., 1.9nn




TABLE 15

R 1Y

Averape Amnual Change in Tuition and Fees,
1970-71 to 1986-87

1974714 1900-01
(o lo

1980-81 1986-07

I\" l\iglmr_t‘ducnlinn G.07 2.8
AIUN\)HC tnstitutions 6.1 9.9
*Unlversltics 6.7 9.9
- Four-year 8.1 10.0
Two-year 7.5 9.5
All ‘h(lcpt‘l\(lcnl mstitutions 7.G 9.9
Unlversitics B.0 11.0
I’ont-yc:\r 7.0 9.8
Two-year 8.1 8.3
Consumer 'rice Index 7.0 1.9
U‘éprél;'c personalincome 9.2 6.5

1970-71
(o
1906-07
7.8%
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TABLE 17

DISTRIBUTION OF COSTS FOR FULL-TIME DEPENDENT
STUDENTS IN 1976/77 BY PARENTAL INCOMES

(in percentages)

Less Than $2,201- $3,301-
$2,200 $3,300 $4,400' $4,400+ Tortal

$0-$7,500 36 30 21 13 100.0
$7,501-$12, 000 35 27 20 18 100.0
$12,001-$15, 000 27 27 20 26 100.0
$15, 001-$25, 000 25 26 21 28 100.0
$25, 000+ 15 25 22 38 100.0
Total 28 27 21 24 100.0

Source: 1973 CPS.
1976 SIE,
Costs and incomes inflated to 1976/77.
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Table 5 - Saving Curreat Tuition to Cover Fulure Cost

Tax Rale: 9. 0%

fercent Increase Over Provious 19 Years Percent Savings Over or Under Cost of Ed.

Common 115, Cost of Eduealion Common Slocks I.5. T-bitls
Year Stecks  T-bills Public  Private Publie Private  Public  Private
14960 Th. 1% 17.2% oh. DX 3. ax 37.3% 2b. 2% -1.6%  -~15.0%
1961 H.9% in.ox L1 3n. ax 35. 3% 239N -7.2%  -15.9%
1962 &5. 1¥ 19.04 7. 39. 5% 27, 7% 18.4x -3.9  -14.2%
1962 60. 62 el 27.58% 49, 3% 0. M 14. 5% -4.90  -11.5%
1964 62, 7% ee.nx 6, 9% J37.6% an.ex 16. 5% =50 123
1965 63. 8t 2164 ch. 02X R ALY 2 20,51 17.0% =2.5%  -11.37%
1966 57.2x 367 ~h. X 37,91 A ox 14.0% -0.6% -0. 9%
jo67 56. 9 27,27 R 7Y J1.2x clnx 14,31 9. 4L -1.3x
1960 2. bX. 29.01 2.9 Jg.2x - 17.51 9.6x -0. X -6, 7%
1969 §2. 2% Je. 32, 5% hO, 71 7.3% 1. 01 0. ¢2xX -3. 7%
1970 53.9¢% 33.8% RUM ) 4130 14, 8% 0.9% -0.2x " -5.3¢
1971 92, 4% J4. 3t 6. 7% 0. 51 11.4¢ B. 4% -1. 0% L ) §
1912 35. 0x 36. 3% J7. 4% J9. 71 -1 ~3. 45X -0.01 2. AX
1973 0. 6X J0. 11 RYASD 111 -26.bX -28.7% {.2% -1.7n
1974 JA. B J9. 3% 0. 4x A2. 0% -2.61 -3, 11 0.7% ~-1.9¢
1973 JA.Bx 39. 62 h9, 5% LKA -4, 11 -6, I L) § -2. 6%
{976 21.9¢ Ja.nt 49, 0% 421 -13. 4% -15, A% -0. 7% -J.00
1917 Ji.o A0, X JL LLI ) -4 DY -71.6% 9. 3% -2. 7%
1978 Ao Ix he. 2% 40.6% 44, 3% 2. 4x -2.2% [.2x -1 A%
19719 49.21 4501 42. 0% 46.7¢ 4. 5% 1.7 e. 11 -0. 56X
1909 I6. AX 50.9% AN, 0 ) ¢ -6 11 -9. 6% 3.01 0.01
1901 55. 3¢ 52, 9% LT 2 54, 3% 46X 9.7+ 2.7 -1.17
1902 7.2t %291 90.0% BALTX 15. 1% 12. 0% .68 -l.24
903 65. 41 54.6% a8, ax 55. 1% 9. 7% [ 4 2. 6% -8, 3%
1904 67.9% 9. 71 0. 7x 99, O 1. 2x 7.6x J. 3¢ -9.01
f9ns 69. 91 51,91 AD.OY 32.91 1A 08 1.1 R ¢ 0. A%
Nverage Sl.ex J6.5¢% J6. 9% A3 i1.0x 3.2% -@. 5% -3. 3
S5td. Dev. 17. 4% 1e. QX 8, Ax 5. 9% 15.5¢% 2. A J.1x 5. 1%

Sourcest  “Stocks, Donds, Nills and Inflation: The Past and Lhe Future®,
Roger G. Ibbolson amd Rew Sinquefield, (Charolotlesville:
The Financial fnalysts Research Foundation, University of
Virginia, 1982

"Diyest of Education Slatistics®, Dffive of [ducation Research and
Iaprovement, U.S. Departuent of Education, 1966.
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Table 6 - Saving Curvenl Tuition Lo Cover Futwre Cost
lax Rate: Jo. ox

Percent Increase ver Mrevious 10 Years Percent Savings (Over or Under Cost of Ed.

Commop L5, Lost of Educalion Common Stocks U.5. T-bills
Year Slpcks T-hills Public  Drjvate Miblic Private  Public  Private
1960 4.1 17,01 0, 0X 20, 0x 19. 8x 1. 1L -11.6% -18.81
1961 71.912 1.9 en i 20, 18. 3% 0&r -1t -10.9x
1962 65. 1% 19.8x. 27,1 3951 14. M1 A 3X -1B6X -10.4%
1963 60, 61 g ) § 27.6x 40, 31 1.7 1.5% ~9.9¢ -18. 1%
1964 6. 7X HAasL} 6. JI. 61 IRAS RIRS ~0.00 -{7. 1%
1965 63. 0% 2367 26, A% J9. 41 13.6% J. 4% -8. 1% -16.41
1966 57.2% 20,01 b, 3 37.9% 18,91 1.6% 6.7t -14.5%
19e7 6. 9% cl.7x b, 7% 37.2% 10.4x 1.9¢ 61X -3
1266 J2. 6% e9.0x 29,91 J9.2x 9.41 -7t -6.9%  -13.2%
1962 L3 | Jo. 7 Ja 92 9.7L 2.2t -0.0x -7.2%  -12.7«
1979 53.9¢ 31.0x 34, 0% AL, 33X 2.7 ~-2.9% -1.7L -12.5%
1er1 52,40 A3 6.7 AR5 -@. 1% 2. 9.3 -11.8%
1422 J5. 0% Jh. 3 J7.4x J9. 7« -9, 4% ~16.9¢ -0.7%¢  -{0. 2t
1973 0.6% o, 7« J7, 1t Al Ex -26. 8% ~20.8% -7. 3% -9.9%
1974 34, 0% 39. 3« Y A2.0x -18.1x ~12. A% ~1.9%¢  -10.2t
1975 J4. 0% J39. 0x 40,51 431.6% -11.5% -13. A% 9.1 -10.9%
1976 21.9% 39. ax AD, X R4, 20 -10. 1% ~20, 81 -9.21  -11.3%
1917 330t AQ. 1Y RYPS 4h. Bx -11.9% -14.51 0.3 -11.0F
97a .11 A2.2X ADLGX hh. 32X ~-0. 4% ~19. 71 -7.0%  -]10.2«
19719 49,21 A5. 0 42.BX 46. 7% -0, 01 ~8. 3 -3 ~ip.ex
1900 36, A% 50, 97 A5, 01 99, 9% -13. 7 -16.01 -6.7%  -19.1%
fapt KXY & 92,51 A0 5% NLIR) -6.b% =10, 1% -1.9%  ~{1.4x
(n92 1.2 32.9% 58,5 SA.MH 2.5¢ -2. 21 -8.9¢  ~[1.4x
1982 B3 A% SALLY 50.0t 5.1t -3.31 -G, 0X -0.30 -10.9x
1904 67,58 5. 71 50,71 35, 8% -2. 31 ~J. 4% -71.8%  -10.0¢
1135 £9. 7L 53. 5% A0. OX 52, 91 Q. 6 -2, 6% T I ~10. 1%
fveragn 512t 36K 36 ALK 0.3 550 -0.31  -12.hx
54, Dev. 17. 8% 12, 0x B. AX 5. 9% 1.7« 8.9x 1. 4% J.ot

Sonreest  "Stocks, Bonds, Bills and Inflation: The Past and the Future®,
Roger B. Ihbolson and Nex Sinquefield, (Charolotipsville:
The Financial Analysts Research Foundalion, University of
Virginia, 1902

“Plyrst of Education Statistics™, Dffice of Fducation Research and
Improvement, U.5. Departmmt of Education, 1906.
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