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STATE COUNCIL OF HIGHER EDUCATION FOR VIRGINIA 

STUDENT AID IN VIRGINIA: PROPOSALS FOR 

ENSURING CONTINUED ACCESS TO HIGHER EDUCATION 

EXECUTIVE SUMMARY 

This study recommends a number of improvements in certain 

existing state student financial aid programs in order to make them 

more cost-effective. In addition, several new programs designed to 

meet the changing needs of Virginia's students are proposed for the 

1984-86 biennium. The recom mendations and the principal conclusions 

upon which they are based are summarized below. 

Although the cuts in federal student aid programs have not been 

as severe as those originally predicted, they have been significant. 

In combination with the sharp increases in tuition and fees, 

particularly at the state-supported institutions, the cuts in 

student aid are shifting more of the financial burden of attending 

college to the students. 

share of college costs, 

In order for students to pay a larger 

opportunities to borrow or to earn 

additional funds are needed. Because many students are already 

borrowing heavily to finance their education, and because existing 

loan programs are sufficient to meet current student loan demands, 

the establishment of a State Loan Program is not recommended. 

Rather, the expansion of employment opportunities for students is 

urged. Specifically, the study reccmrnends: 



1 • That a new 
emphasizing 
industry be 
1984-85. 

need-based student employment program 
off-campus jobs with private business and 
established to assist students beginning in 

In 1984-85, the program's first fully operational year, an 

appropriation of $3.5 million in state funds for student wage 

subsidies and job development is recommended. This amount would 

generate an additional $2.0 million in wage money from employers. 

The total would provide approximately 5,000 students with annual 

earnings averaging $1,000. In order to place students 1n jobs 

beginning in 1984-85, however, a large number of off-campus jobs 

would need to be developed in 1983-84. Accordingly, the study also 

recommends that the program be authorized for 1983-84 and funded 

with a supplemental appropriation of $750,000 for job development 

support. 

2. That institutions give high priority to expanding the
number Qf cooperative education opportunities available to
their students and that efforts of state-supported 
institutions in this regard be supported by the Governor 
and the General Assembly, the availability of funds 
permitting. 

Al though the primary objective of Cooperative Education Programs 

is to provide work experience related to education, rather than to 

aid financially needy students, 

source of financial assistance. 

these programs are an important 

Cooperative Education employers, 

most.of which are business and industrial firms, pay 100 percent of 

the students' wages. The costs to the institution are limited to 

job development, placement and supervision. 
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In addition to the need to expand employment opportunities for 

students, there is also a need for continued state support of grant 

and scholar�hip programs. For several years, Virginia's need-based 

College Scholarship Assistance Program (CSAP) has been ineffective 

for lack of sufficient federal and state funds to meet the needs of 

an ever-expanding number of eligible applicants. Rather than seek 

additional funds for the program at this time, the study recommends: 

3. That the CSAP be restructured for 1983-84 to provide
grants of ''last resort'' to students who have significant

financial need after exhausting all other sources of 
financial aid, including work and loan programs. 

Under its present structure, CSAP awards are based on the 

student's financial need before other aid is received. This policy 

has spread small awards of $200 across a large number of eligible 

applicants whose individual access to other aid varies considerably. 

Under the ''last resort'' concept, available funds would be 

redirected in larger amounts to the relatively small number of CSAP 

applicants who have substantial financial need which cannot be met 

by aid from alternative sources, 

programs. 

including work and loan self-help 

In addition to assisting the students most in need of additional 

aid through a restructured CSAP, there is also a need to demonstrate 

a statewide commitment to quality education by recognizing 

academically talented individuals and encouraging them to pursue 

higher education at Virginia institutions. 

recommends: 
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4. That a modest statewide merit-based scholarship program be

established for 1984-85.

The Scholarship Program would be phased in over a four year 

period. A first-year appropriation of $150,000 would provide 50 

students with renewable scholarships of $3,000 per year. By the 

fourth year, the level of funding would peak at about $500,000 per 

annum. In order to implement the program for 1984-85, legislation 

authorizing the program would need to be enacted by the 1983 General 

Assembly. No appropriation would be required for 1983-84, however. 

Several existing programs, in addition to the CSAP, are in need 

of minor modifications in order to accomodate new conditions which 

will affect students and institutions through the 1980's. To assist 

state-supported institutions, the study recommends: 

5. That discretionary student aid funds received by
institutions as part of their biennial appropriations be
increased in proportion to future increases in tuition and

fees.

Recent reductions in general fund support brought about by 

changing state priorities and limited resources are forcing 

institutions to increase tuition and fees significantly in order to 

support their Educational and General Programs. As college costs 

rise at rates exceeding inflation rates and students are expected to 

pay more, the institution's need for additional discretionary 

student aid funds increases proportionally. 

In addition to the need to link discretionary student aid 
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appropriations to future tuition and fe e increases, there is a need 

at some senior institutions to direct more of this aid to gradua te 

students. The reason is that the sharp increases in graduate 

tuition and fees are making it difficult for institutions to attract 

highly qualified graduate students. The Appropriations Act limits 

to 50 percent the amount of discretionary student aid funds senior 

institutions may use for graduate student aid. 

study recommends: 

Accordingly, the 

6. That the Appropriations Act be amended to permit state­
supported institutions to use up to 65 p ercent of their
discretionary student aid funds for graduate
assistantships and fellowships.

In addition to providing certain senior institutions with more 

flexibility in the use of their discretionary student aid 

appropriations, there is also a need to extend these funds to all 

state-supported institutions. Presently, only the 15 senior 

institutions and Richard Bland College receive such appropriations. 

Therefore, the Study Committee recommends: 

7. That some discretionary student aid funds be appropriated

to the Virginia Community College System beginning
1984-85.

The Council supported for the 1982-84 biennium an appropriation 

to the Community Colleges of $500,000 per annum in discretionary 

student aid funds, but the funds were not provided. 

sharp increases · in Community College tuition 

Based on the 

and fees, 

reconsideration should be given t<> appropriating this annual amount 

starting in 1984-85. 
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Toe costs of attending private colleges are also rising as a 

result of inflation and other factors. Tn order to help Virginia's 

private institutions remain competetive with state-supported 

institutions, the study also recommends: 

8. That appropriations for the private college Tuition 
Assistance Gran.t Program ( TAGP) · be increased as 
appropriations for the state-supported colleges and 
universities are increased. 

Finally, the study recognizes the need to promote greater private 

business and industry support for higher education institutions 

through scholarships; fellowships, and assistantships. 

support derives from a close working relationship 

Increased 

between 

institutions and private business. Although a new State Student 

Employment Program and an expansion of ex is ting Cooperative 

Education Programs would go a long way towards achieving this 

relationship, additional state initiatives are needed. Because 

increased financial support fr om business is directly linked to the 

services business receives as a return on their investment in higher 

education, the study recommends: 

9. That a statewide effort be made to inform private business
and industrial firms of the diverse human and material
resources available from Virginia's colleges and
universities.

10. That establishment of a statewide clearinghouse be
considered for 1984-85 to help business and industry match
their needs with the institutions' expertise and
resources.
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RTIJDENT AID IN VIRGINIA: PROPOSALS FOR 

ENSURING CONTINUED ACCESS TO HIGHER EDUCATION 

SUMMARY OF RECOMMENDATIONS 

This study recommends a number of improvements in certain 
existing state student financial programs in order to make them more 
cost-effective. In addition 1 several new programs designed to meet 
the changing needs of Virginia's students are proposed for the 
1984-86 biennium. The recommendations are summarized below: 

1. That a new need-based student employment program
emphasizing off-campus jobs with private business and
industry be established to assist students beginning in
1984-85 1 with job development funds provided in 1983-84
(refer to pages 45-51);

Tentative Implementation P lan 

Date Program Established: July 1. 1983 

Appropriations 

{Year) 

FY 1983-84 
FY 1984-85 
FY 1985-86 

(Amount) 

$ 750.000 
3.500,000 
4,000,000 

2. That institutions give high priority to expanding the
number of cooperative education opportunities available to
their students and that efforts of state-supported
institutions in this regard be supported by the Governor
and the General Assembly, the availability of funds
permitting (refer to pages 42-46);

3. That the CSAP be restructured for 1983-84 to provide
grants of ' 'Last Resort'' to students who have significant
financial need after exhausting all other sources of
Financial Aid, including work and loan programs ( refer to
pages 24-28);



4. That a modest Statewide merit-based scholarship program be
established for 1984-85 (refer to pages 28-31);

Tentative Implementation Plan 

Date Program Established: July 1, 1983 

Appropriations 

(Year) 

FY 1983-84 
FY 1984-85 
FY 1985-86 

(Amount) 

$ 0 
150,000 
300,000 

5. That discretionary student aid funds recei�ed by 
institutions as part of their biennial appropriations be 
increased in proportion to future increases in tuition and 
fees (refer to pages 33-34); 

6. 

1. 

That the Appropriations Act be amended 
supported institutions to use up to 65 
discretionary student aid funds 
assistantships and fellowships (refer to 

That discretionary student aid funds 
$500,000 per year be appropriated 
Community College System beginning in 
page 34); 

to permit state 
percent of their 

for graduate 
pages 34-35); 

in the amount of 
to the Virginia 
1984-85 (refer to 

8. That appropriations for the private college Tuition 
Assistance Grant Program (TAGP) be increased as 
appropriations for the state-supported colleges and 
universities are increased (refer to pages 31-33); 

9. That a statewide effort be made in 1983-84 to inform
private business and industrial firms of the diverse human
and material resources available from Virginia's colleges
and·universities (refer to pages 54-55); and

10. That a statewide clearinghouse be considered for 1984-85
to help business and industry match their needs with the
institutions' expertise and resources (refer to pages
55-56).



INTRODUCTION 

Faced with the possibility that federal funding of student aid 

programs might be severely curtailed in the immediate future, the 

1982 Virginia General Assembly requested the Council of Higher 

Education to conduct a major study to assess the adequacy of 

Virginia's student financial assistance programs to provide access 

to higher education. The call for the study was contained in Senate 

Joint Resolution No. 81. The resolution reads, in part, as follows: 

The State Council of Higher Education is requested to 
determine the most equitable means whereby students, 
parents, and the state government should share the 
financing of higher education costs, and specifically, to 
recommend how Virginia's student financial aid programs 
should be structured in order to maintain student access to 
higher education in Virginia. The Council is also 
requested to determine what new programs, if any, might 
best promote access at the lowest possible cost to the 
Commonwealth's taxpayers. If a need for additional state 
aid programs is identified, the Council is requested, as a 
part of the study, to determine the feasibility of 
establishing a state loan fund, to be created through the 
issuance of state revenue bonds and private gifts, and a 
state scholarship endowment fund, to be created through tax 
revenues and private gifts for the purpose of encouraging 
meritorious students to remain in the state. 

Governor Charles S. Robb expressed his concern about adequate 

student financial aid in a speech to the State Higher Education 

Executive Officers in March. In the speech, the Governor requested 

the Council, as a part of its study, to determine the feasibility of 

establishing a state work�study or cooperative education program to 

provide students with additonal student employment opportunities to 

help finance their college costs. The Governor also suggested a 



need for closer cooperation between higher education and the 

business and industry community 

explore with private enterprise 

and recom mended that the Council 

the possibility of establishing 

scholarships in certain high demand disciplines. 

To assist in conducting the study, the Council established a task 

force consisting of selected financial aid directors from both 

state-supported and independent institutions; members of the banking 

and business com munity throughout the state; board members and staff 

from the Council, the State Education Assistance Authority , and the 

Virginia Education Loan Authority; and knowledgeable citizens. The 

list of task force members is included as appendix A of this report. 

The task force divided into subcom mittees to review the need for a 

state loan program; for state student -work programs (including work­

study and cooperative education options); for additional grant 

programs, including a merit-based program to retain outstanding 

students in Virginia; and for modifications in the two statewide 

financial aid programs, the College Scholarship Assistance Program 

and the Tuition Assistance Grant Program. 

This report contains the results of the task force's review and 

its recommendations for re-structuring student aid in Virginia. The 

first chapter reports on the status of financial aid in Virginia, 

with an emphasis on the changes which have occurred in federal 

funding patterns for student aid. Chapter II outlines the task 

force proposals, while Chapter III summarizes the study and its 

principal recommendations Commonwealth's future 
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financial aid programs. A supplemental paper which places student 

financial assistance in perspective within the financing of higher 

education will be submitted to the Governor and the General Assembly 

as a separate document. Presented as appendices to the study, in 

addition to the list of Task Force members, are technical papers 

which clarify the task force's recommendations on the student 

employment and grant programs. Also appended is a nationwide survey 

conducted by Council of Higher Education staff which summarizes 

actions taken -- or pr oposed-- in other states to compensate for the 

loss of federal aid funds. 
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CHAPTER I: 

THE STATUS OF FINANCIAL AID IN VIRGINIA 
- ----

The focus of the General Assembly resolution directing the study 

was access: can the present pr ograms and levels of funding continue 

to ensure access for Virginia's students? To begin to answer this 

question requires a review of the status of federal student aid 

funding in Virginia and a brief introduction to the Virginia aid 

programs. 

It is important to note in undertaking this review that this 

study was conducted at a time when state priorities and limited 

resources were forcing institutions to increase tuition and fees 

significantly in order to support their educational and general 

programs. Toe amount of student aid needed in Virginia, given the 

current expectations of students and parents, is dependent upon the 

costs of attending a college or university. As students are 

expected to pay more, the need for scholarship, loan and work study 

program money increases. 

FEDERAL FUNDING FOR STUDENT AID IN VIRGINIA 

Introduction 

Students in Virginia's postsecondary institutions received over 

$62 million in federal student aid duri.og the 1981-82 academic year. 
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This estimate of funding does not include about $1 00 million in aid 

received under the Guaranteed Student L_oan program ( the federal 

government does not provide the loan funds but does pay the 

administrative cost of the program, including interest and special 

allowance payments) or the $50 million in educational benefits made 

available to Virginia students under the Social Security program. 

Federal Funding For the Pell Grant and the Campus-Based Aid Programs 

Nationally, the funding for the federal financial aid programs 

reached a peak during the 1980-81 academic year. In that year, as 

shown in Table 1, the federal government appropriated almost $4 

billion for the Pell Grant and the campus-based (Supplemental 

Educational Opportunity Grant, Work-Study, and National Direct 

Student Loan) student aid programs. With the advent of the Reagan 

Administration, a concerted effort began in Fiscal year 1981 to  

reduce federal expenditures. As a result, funding for the federal 

aid programs declined by almost $400 million in the 1981-82 academic 

year. 

In late August, 1981, Congress passed a Budget Reconciliation Act 

partially restoring student aid funding which was lost in the Fiscal 

Year 1981 budget. The message, however, was clear: funding for 

student aid programs would in the future be severely restricted. 

Congress then began a protracted discussion regarding the funding 

levels for the 1982 Fiscal Year. Because of disagreements and 

indecisi.on within Congress, student aid funding during the 1982-83 
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Title IV Programs 

Pell Grants 

Supplemental Educational 

Table 1 

A THREE-YEAR SUMMARY OF APPROPRIATIONS 
FOR THE MAJOR FEDERAL STUDENT AID PROGRAMS: 

1980-81 TiiROUGH 1982-83

FY 81 
FY 80 Final Estimated 

Appropriation Appropriation 
[AY 80-81] [AY 81-82] 

$2,669,000,000 $2,346,000,000 

Opportunity Grants (SEOG) 370,000,000 370,000,000 

National Direct Student 
Loans (NDSL) 286,000,000 186,000,000 

College Work-Study (CWS) 550,000,000 550,000,000 

State Student Incentive 
Grants (SSIG) 76,800,000 76,800,000 

TOTAL $3,952,000,000 $3,529,000,000 

6 

FY 82 
(Including Supplement 

[AY 82-83] 

$2,419,00Q,OOO 

355,000,000 

179,000,000 

528,000,000 

73,800,000 

$3,554,800,000 



academic year was appropriated on the basis of a continuing 

resolution which contained only minimal reductions in the amounts 

provided for the 1981-82 academic year. 

In August, 1982, Congress attempted to appropriate additional 

funds for the Pell Grant and Supplemental Educational Opportunity 

Grant programs for the 1982-83 academic year. Although President 

Reagan vetoed the Supplemental Appropriation Bill containing the 

additional funds for the two programs, Congress eventually overrode 

the veto. Now, total funding will be slightly more than that 

provided in 1981-82. 

Because of the funding uncertainties, a perception among students 

that the program cuts were more severe than they actually were, and 

a delay by the U.S. Department of Education in getting Congressional 

approval of the rules under which the various aid programs would 

operate in the 1982-83 academic year, institutions and students 

entered the academic year amidst considerable confusion. As a 

result, some students who were planning to enroll may have decided 

not to do so this year. Many who did enroll expressed much concern 

over the uncertainty of their awards. 

Even though the academic year is well underway, there may yet be 

modification of the Guaranteed Student Loan program. The Reagan 

Administration continues to request additional changes in this 

program in order to restrict further student eligibility for the 

loans. Should any changes occur, however, " most students will 
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probably not be affected immediately, because the majority will have 

already obtained their loans for this year under the requirements 

currently in place. 

The future loss of any additional loan funds under the GSL 

program may be softened, in Virginia and other states, through the 

initiation of the PLUS (Parent Loans for Undergraduate Students)<1> 

program, a federally established, supplemental loan program. The 

creation of this program means that parents of dependent students 

and some independent students will have yet another source of loan 

funds. Although the interest rate was initially set at 14 percent 

(compared with the GSL rate of 9 percent) and other features have 

made it less attractive than the GSL, the program nevertheless 

provides families with an important auxiliary funding source. In 

addition, the interest rate declined to 12 percent for all new loans 

beginning November 1, 1982<2>. Virginia has only recently begun 

participating in this program, which is administered by the State 

Education Assistance Authority and involves about 80 participating 

banks and other lending institutions throughout the state. 

<1> The acronym for the program has been retained even though the
program was broadened to include other recipients.

<2> Section 427A(c)(2) of the Higher Education Act of 1965 (as.
amended in 1980) required that the available rate of interest be

reduced to 12 percent if the average of the bond equivalent
rates of 91-day Treasury bills auctioned over any 12-month
period (beginning November 1, 1981) was equal to, or less than,
14 percent. The average rate for the 10-month period ending
July 31, 1982, was 12.9 percent, and !-bill rates did not change
appreciably over the next two-month period. Therefore, the
average on by October, 1982, was also less than 14 percent.

8 



The Administration's major reductions in the student aid programs 

are proposed for the 1983 Fiscal Year (the 1983-84 academic year). 

Under the President's proposals, the Supplemental Educational 

Opportunity Grant (SEOG), the National Direct Student Loan (NDSL), 

the State Student Incentive Grant (SSIG}, and the Cooperative 

Education programs would be totally eliminated, while the Pell Grant 

and College Work-Study programs would be significantly reduced. 

Congress continues to work on the budget for 1983-84. At this time, 

it is not known if any of the President's proposals wi ll be adopted. 

Nevertheless, it seems certain that federal student aid funds will 

not increase appreciably in  the future; 

funding may remain at the current level. 

at best, 

The Loss of Federal Student Aid Funds in V irginia 

the aggregate 

The decline of federal student aid funds in Virginia is shown in 

Table 2. The Commonwealth lost approximately $7 million under the 

aid programs between the 1980-81 and 1981-82 academic years. Under 

the continuing resolution for 1982-83, Virginia students would have 

lost another $2 million. However, most of these funds were restored 

with the approval, in September, of the supplemental appropriations 

bill. If Congress should accept the President's student aid 

proposals for 1983-84, Virginia students would lose approximately 

$28 to $30 million over the funds received during the 1982-83 

academic year. 
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Table 2 

A THREE-YEAR SUMMARY OF ACTUAL AND PROJECTED FEDERAL 
FINANCIAL ASSISTANCE TO STUDENTS ENROLLED 

Title IV Programs 

Pell Grants 

Supplemental Educational 
Opportunity Grants (SEOG) 

�ational Direct Student 
Loans (NDSL) 

College Work-Study (CWS) 

State Student Incentive 
Grants (SSIG) 

TOTAL 

Guaranteed Student Loans 
(GSL) 

Social Security Educational 
Benefits 

IN POSTSECONDARY EDUCATION IN VIRGINIA: 
1980-81 THROUGH 1982-83 

FY 80 Final 
Appropriation 

[AY 80-81] 

$44,000,000 

6,500,000 

5,100,000 

12,000,000 

1,680,000 

$69,280,000 

$110,000,000 

50,000,000 

FY 81 
Estimated 

Appropriation 
[AY 81-82] 

$40,000,000 

6,800,000 

3,300,000 

10,900,000 

l
i
630

!
000 

$62,630,000 

$100,000,000 

50,000,000 

*Pending further program modifications.
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FY 82 
Estimated 

Appropriation 
(Including Supplemen: 

[AY 82-83] 

$41,000,000 

6,700,000 

3,200,000 

10,000,000 

1,570,000 

$62,470,000 

$80,000,000* 

38,000,000 



Should such a loss occur, the total federal funds provided to 

Virginia students under the grant and campus-based aid programs 

included under Title IV would have decreased by 52 percent over the 

four-year period beginning with the 1980-81 academic year. 

Guaranteed Student Loans and Social Security Educational Benefits 

To understand the extent to which Virginia students rely on 

federally sponsored aid programs, it is instructive to review the 

status of the Guaranteed Student Loan and the Social Security 

Educational Benefits programs .• 

Since the enactment of the Middle Income Student Assistance Act 

of 1978 (MISAA), Guaranteed Student Loans have increased threefold 

nationally. During the 1981-82 academic year, the total GSL loan 

volume approached $10 billion. This enormous growth is the result 

of two major congressional actions: ( 1) providing GSL' s to all 

students regardless of need, and (2) funding financial incentives to 

encourage lenders to keep pace with the growing demand for student 

loans. 

As noted earlier, the federal government does not provide loan 

funds under the GSL program. Instead, it pays the administrative 

costs of the program, including an in-school interest subsidy and a 

special allowance between the interest paid by the student and a 

rate tied to the prime rate. Congress does set eligibility criteria 

for student loans, but is then obligat� to pay the costs of the 
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program regardless of the number of loans made. The program cost to 

the federal government during the 1981-82 school year exceeded $3.1 

billion. 

In an effort to control the rapid growth in Guaranteed Student 

Loan volume and cost, Congress raised the interest charged to new 

borrowers from 7 to 9 percent under the Higher Education Act 

Amendments of 1980. In 1981, Congress re-established, as part of 

the Omnibus Budget Reconciliation Act, an income ceiling of $30,000 

(no one with an adjusted gross income in excess of $30,000 may 

borrow without verification of financial need) and instituted an 

origination fee under which a student returns 5 percent off the top 

of the loan to pay a part of the administrative cost. 

In the 1980-81 academic year, approximately 40,000 Virginia 

students received guaranteed loans through either private lenders or 

the Virginia Education Loan Authority. The total loan volume for 

that academic year exceeded $110 million. Because the modifications 

which Congress made in the Guaranteed Student Loan program did not 

become effective until October 1, 1981, most students were able to 

obtain their loans for the 1981-82 academic year under the old 

provisions of the program. Therefore, loan volume in Virginia 

decreased by only about $10 million this past academic yar. 

It is impossible to determine if Congress will adopt any 

additional changes in 

modifications which might 

the program, so 

be made during the 

12 
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cannot be determined. State officials estimate, however, that with 

the changes imposed in October of 1981, the loan volume in Virginia 

in the 1982-83 academic year might decrease another $20 to $30 

million from the 1981-82 level. The loan funds available under the 

new PLUS program, however, may reasonably compensate for the lost 

GSL funds. 

As a part of the effort to reduce the federal budget, Congress 

voted, in August 1981, to phase out the eligibility of students who 

qualify for Social Security Educational Benefits. These grants go 

to students who have a deceased or permanently disabled parent. 

Under the Budget Reconciliation Act, a student had to be enrolled 

before May 1, 1982, in order to receive any future benefits under 

the program. Students enrolled as of that date can continue to 

receive payments until they reach age 22 or until April, 1985, when 

the program will be completely eliminated. In the interim, students 

will receive benefits for only 8 (rather than 12) months, and the 

monthly benefit will be reduced by 25 percent each year. 

Nationwide, about 760,000 students received Social Security 

$258 per month during the 

at least 18,000 eligible 

Educational Benefit checks averaging 

1981-82 academic yar. In Virginia, 

students received benefits which, in the aggregate, totaled 

approximately $50 million. Under the planned phase-out, the funding 

to Virginia students will decrease to approximately $38 million in 

1982-83, to $26 million in the 1983-84 academic year, and to $12 

million in 1984-·&5, after which time the program stops. Since many 
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beneficiaries of Social Security benefits nationwide presumably are 

from low-income families, the loss of the benefits is expected to 

place considerable pressure on other student aid programs. These 

students will be seeking assistance under other federal aid programs 

which are being reduced or, at best, stabilized. 

Summary 

Over the last two academic years, there has been a decrease in 

federal student aid funds. However, the decline has not been as 

precipitous as originally feared. Congress has not accepted the 

Administration's proposals for further reductions in student aid. 

In view of efforts to raise additional revenue, it may be possible 

for Congress to stablilize the programs at approximately the 1982-83 

levels of funding. Because of increasing college costs, however, 

stabilization means that the federal programs would meet a smaller 

percentage of the students' total financial need. 

Perhaps as serious as the actual decline in federal student aid 

is the perception among students and parents that the programs have 

been reduced far more than they have. This perception, together 

with administrative delays in making the funds available to students 

in the 1982-83 academic year, may have led to an overall decrease in 

the number of student applicants for aid this year and may also have 

discouraged some students from enrolling in college this year. 

Several delays have occurred. First, the U.S. Department of 
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Education waited until August 2 to publish regulations for the 

campus-based aid programs, including the National Direct Student 

Loan, Work-Study, and Supplemental Educational Opportunity Grant 

programs. Early that same month, the Department finally granted 

permission to the institutions to award the students one-half of the 

expected allocations in each of these programs, but the Education 

Department had to allow Congress 45 working days to challenge the 

regulations. This meant that aid officers often will not be able to 

issue final awards this year until the end of the first semester. 

A second problem was the uncertainty over the size of the Pell 

Grants. Although Congress had earlier appropriated $2.3 billion for 

the program, it put an additional $140 million into the supplemental 

appropriations bill that eventually was passed over the President's 

veto. Until Congress overrode the veto, colleges and universities 

did not know whether the maximum grant under the program would be 

$1,800 or $1,674. 

Finally, the new formulae for determining eligibility under the 

Guaranteed Student Loan program were not released to the 

institutions until the first week in July, about three months later 

than usual. This action slowed the processing of Guaranteed Student 

Loans for the 1982-83 academic year. 

State-Funded Student Aid Programs in Virginia 

In Virginia, campus financial aid officers prepare student aid 
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packages ·comprised not only of funds from appropriate federal 

programs, but also from state programs created to serve a variety of 

purposes. Tile two largest of the state programs are the College 

Scholarship Assistance Program (CSAP) and the Tuition Assistance 

Grant Program (TAG), both of which are administered by the Council 

of Higher Education. Tile CSAP program is based on financial need 

and, like the federal programs, helps to ensure access to higher 

education for needy students. Supported in part by federal State 

Student Incentive Grant (SSIG) money, the CSAP program has been 

particularly helpful to low and middle income Virginia students. 

Tile TAG program, on the other hand, is not need-based ; 

entitlement program for all Virginia students attending 

colleges in the Commonwealth. It serves two purposes: 

it is an 

private 

( 1) it 

narrows the tuition gap between private and public institutions of 

higher education in Virginia, thereby giving Virginia students 

greater freedom of choice among institutions of higher education; 

and (2) it permits Virginia to provide assistance to private higher 

education in the state. 

Other state-funded programs serve students from particular 

geographic regions or socio-economic backgrounds or those who are 

enrolled in certain degree programs. In addition, each biennium the 

appropriates 

and Richard 

directly to the 

Bland College funds 

public four-year 

to make awards to 

Commonweal th 

institutions 

students. Tilere are, however, statutory restrictions on the use of 

the appropriations. 
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As with many states, Virginia's efforts to provide student 

financial assistance are diverse. There is little coordination 

among the programs, 

of special student 

funding appropriated 

and most of them are designed to meet the needs 

groups or interests. The programs and the 

for each of them in the 1982-84 biennium are 

identified in Table 3. The programs meet differing needs or have 

various emphases. 

soil scientists. 

One prov ides aid to students who aspire to be 

Another assists students who are training as 

doctors or dentists. Some programs make funds available to students 

who elect to enroll at certain institutions (for example, in-state 

private colleges), while others reward citizens who serve the state 

in certain capacities (for example, as members of the National 

Guard). The awards under some programs are based solely on a 

student's financial need (for example, the College Scholarship· 

Assistance Program), but those in other programs are determined by 

students' parental circumstances (for example, aid to war orphans). 

Most programs are sustained through specific appropriations, but the 

Unfunded Scholarship Program depends on an institution's ability to 

decrease its operating budget in order to convert some of its funds 

to student aid. 
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Table 3 

VIRGINIA PROGRAMS OF STUDENT ASSISTANCE 
(1982-84) 

Tuition Assistance Grant Program 

Institutional Appropriations for 
Discretionary Student Aid 

College Scholarship Assistance 
Program 

Conunonwealth Incentive Grant Program 

Contracts for Educational Spaces 

Vocational Rehabilitation 
Scholarships and Loans 

Virginia War Orphans Program 

Unfunded Scholarships 

Medical and Dental Scholarships 

Senior Citizens Program 

Nursing and Dental -Hygienist 
Scholarships 

Affinnative Action Scholarships 

National Guard Tuition Program 

Eastern Shore Tuition Assistance 
Program 

Soil Scientist Scholarships 

$23,400,000 

12,724,260 

5,004,500* 

2,032,000 

1,222,650 

1,066,800 

1,000,000** 

800,000*** 

400,200 

400,000** 

242,000 

241,000 

200,000 

80,000 

22,000 

$48,835,410 

*Does not include federal matching funds under the State Student
Incentive Grant Program. 

**Estimated cost of free tuition provided. 
***Estimated cost of tuition remission provided. 
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The administration of the programs is 

agencies and institutions. The Council 

administers the CSA and TAG programs. 

spread over several 

of Higher Education 

It also develops the 

guidelines and makes funding recommendations on each program 

administered by the state-supported institutions and approves each 

institution's plan for the use of the aid funds appropriated to it. 

The Guaranteed Student Loan and the PLUS programs are administered 

through the State Education Assistance Authority, and the Virginia 

Education Loan Authority is separately established to serve as a 

direct lender under the GSL program. The State Department of Health 

administers the Nursing Scholarship Program, while the Division of 

War Veterans Claims certifies the eligibility of students to receive 

free college tuition under the War Orphans Act. The Department of 

Military Affairs administers the tuition program for members of the 

National Guard, and the list goes on. Moreover, most of the federal 

funds for student assistance are administered directly by the 

colleges and universities 

coordination. 

without any statewide review or 

The number of special purpose programs is likely to increase as 

special needs or special groups of citizens are identified. The 

Commonwealth's continuing commitment to providing student assistance 

under Virginia's Equal Educational Opportunity Plan for Higher 

Education and the concern about the shortages of teachers in certain 

areas (for e;ample, mathematics, science, industrial arts) in the 

public schools are two examples of proposed, new special programs. 

Despite the proliferation of special purpose programs which make 
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statewide coordination of student aid more difficult, there is a 

pressing need to develop a coherent philosophy for Virginia's major 

student aid programs. Chapter II of this report, which presents the 

financial aid task force's proposals regarding the establishment of 

new programs and the modification of existing programs, introduces a 

philosophy of student aid for the Commonwealth. The programs 

proposed are consistent with that philosophy and are designed to 

meet changing needs of Virginia's students. 
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CHAPTER II: 

PROPOSALS FOR RESTRUCTURING CERTAIN EXISTING STATE AID 

PROGRAMS AND FOR ESTABLISHING NEW PROGRAMS TO MEET 
---- -- -- -- -- ---

CHANGING STUDENT NEEDS 

INTRODUCTION 

St.udent aid has in three decades become an important component in 

the total financing of higher education. The number, types, and 

sources of aid are as diversified as · the populations of students 

they serve. Perhaps for that reason no single set of national 

objectives for student aid has evolved. Moreoever, except at the 

campus level when aid officers assemble each student's package of 

assistance, there has been no coordination among the different 

programs. 

During the past 20 years when financial support for higher 

education was rising at a rate unparalleled in the nation's history, 

the lack of conceptual clarity and coordination among aid programs 

caused little concern. Slower growth rates and greater fiscal 

stringency, however, have created a demand for coherence. This 

chapter offers some broad objectives for student aid in Virginia. 

It also presents several proposals which, taken together, will 

establish a coherent approach to providing financial aid. 

The objectives reflect a student aid philosophy geared to the 



changing student needs and financial exigencies of the 1980's. They 

include the following: 

1. To ensure acceptable levels of student access and

freedom to choose among institutions at reasonable cost to 

the Commonwealth and to the students; 

2. To ensure that the aid available under various state

student aid programs complements rather than supplants the 

aid available from other sources; 

3. To encourage outstanding Virginians to pursue their

higher education at Virginia institutions; 

4. To attract to Virginia's colleges and universities

promis ing students from other states, some of whom will be 

persuaded to remain in the Commonwealth as productive 

citizens, while others will contribute to the reputations 

and private resources of the colleges and universities in 

later life; and 

5. To ensure that students receiving need-based financial

assistance bear an appropriate share of the total cost of 

their education through self-help a ctivities, pa rticularly 

work and loan programs. 
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A. STATE-FUNDED GRANT AND SCHOLARSHIP PROGRAMS

Introduction 

Currently the Commonwealth of Virginia funds two statewide grant 

programs, the College Scholarship Assistance Program (CSAP) and the 

Tuition Assistance Grant Program (TAGP). Both programs make grants 

available to domiciliary residents of Virginia who enroll for full­

time study in eligible programs at institutions of higher education 

approved to confer degrees in the Commonwealth. 

The CSAP is open to students attending both private and state­

supported colleges and universities. Its purpose is to ensure that 

students are not barred from access to higher education solely 

because they cannot afford to enroll. The size of individual awards 

is determined by the number of eligible applicants, the demonstrated 

financial need of those applicants, and the total amount of funds 

available for distribution. Although the majority of CSAP dollars 

comes from state apporopriations, federal funds received under the 

State Student Incentive Grant (SSIG) Program presently comprise a 

significant portion of the total funds available each year (43 

percent in 1981-82). Individual awards for 1982-83 are $200. 

The TAGP is available to students attending accredited private 

non-profit institutions in Virginia. The grants help to reduce the 
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cost difference that exists because of the state funding provided 

for instruction at the public institutions. For 1982-83, the amount 

of an individual TAGP award is $850; for 1983-84, an award of $950 

is currently authorized. 

In addition to CSAP and TAGP, Virginia supports a number of small 

special-purpose grant and scholarship programs. The Commonwealth 

also appropriates funds directly to the fifteen state-suppered 

senior institutions and Richard Bland College for use in providing 

need-based undergraduate 

assistantships. 

grants and graduate 

The Need to 

(CSAP) 

Restructure the College Scholarship 

fellowships and 

Assistance Prog·ram 

Although the CSAP is viewed as the Commonwealth's foundation 

program of need-based aid, a review of the program's Annual Reports 

over the past five years suggests it has yet to fulfill that role 

successfully. In order to function effectively as base awards to 

which other aid is then added to construct students' total aid 

packages, CSAP grants would have to meet a significant portion of 

the total financial need of a large percentage of eligible 

applicants. Awards under the federal Pell (Basic) Grant Program 

. come close to meeting this criterion. CSAP awards do not. 

CSAP's ineffectiveness is not new. During most of the program's 

nine years of existence, its funding has not kept pace with annual 
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increases in the financial need of the growing number of eligible 

applicants. Because of this problem, the size of the average award 

has declined steadily to the point 

viable. In 1978-79, for instance, 

1981-82, they averaged only $214. 

where the program is no longer 

CSAP awards averaged $404; by 

In 1982-83, all awards are $200, 

the minimum allowed under the federal regulations which control the 

matching funds received from the State Student Incentive Grant 

Program (SSIG). Since 1978, the cost of going to college in 

Virginia has increased approximately 45 percent, while the average 

CSAP award has decreased 50 percent. 

In addition to the decrease in the average CSAP award, there is a 

growing disparity between the number of eligible applicants and the 

number who receive assistance each year. Between 197 9-80 and 

1981-82, the number of eligible applicants rose 57 percent, from 

19,597 to 30,711. Tile number of eligible applicants receiving CSAP 

awards during this period, however, increased only 31 percent, from 

13,079 to 17 ,198. In 197 9-80, 67 percent of the eligible applicants 

were assisted. In 1981-82, because of insufficient funds, only 56 

percent received aid even though the size of each award decreased 

drastically. Rather than assist all, or even a majority of the 

needy students who apply, CSAP now provides only small awards to 

those with the greatest need. 

CSAP's inability to function effectively as a foundation aid 

program will affect larger numbers of students if additional cuts in 

federal need-based aid combine with rising college costs to increase 
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both the number of eligible applicants and their aggregate financial 

need. Moreoever, its total demise is ensured if the federal SSIG 

funds are 

percent of 

eliminated. The SSIG 

the total CSAP funds 

Program, 

each year, 

elimination by the Reagan Administration. 

of the program is uncertain. 

which provides over 40 

has been targeted for 

At this time, the future 

To increase CSAP's funding to the level necessary for the program 

to function effectively as Virginia's foundation program of need­

based aid would require an additional state appropriation of at 

least $8 million in the 1982-84 biennium. Given the present state 

of the ekonomy, it is impractical to expect this much money. 

Eliminating the program in order to spread its appropriation among 

other state aid programs would result in the state's voluntarily 

relinquishing $1.6 million in matching SSIG funds at the same time 

that additional aid sources are being sought. 

A third, and more promising, alternative is to modify CSAP to 

provide need-based grants of last resort. Al though fewer students 

would receive aid under this approach, they would at least get 

enough money to make a difference. Adoption of a last resort 

concept would change the program's purpose but restore its 

effectiveness at the present level of funding. 

An aid program of last resort differs from a foundation program 

in the way in which avail.able funds are awarded to students. A last 

resort program uses eligibility requirements which target funds only 
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to those applicants whose financial ability to enroll is 

demonstrably dependent upon the receipt of additional grants or 

scholarships. For CSAP, as a last resort program, a student's 

enrollment in higher education will be considered dependent on 

additional gift aid when, after exhausting all av ail able family 

financial resources and receiving an institutional package of aid, 

he or she has remaining financial need of at least $1,000. Awards 

will be limited further to students who have received a certain 

percentage, to be established by regulation, of their total aid 

package as self-help aid. 

Under CSAP as presently structured, award eligibility is based on 

a student's total initial financial need before the amounts of other 

aid the student receives are subtracted. The need figure presently 

used to determine CSAP eligibility is calculated as the total cost 

of attendance at an institution less the student's total available 

financial resources, such as savings and the parental contribution. 

Moreover, under the present structure, students may qualify for 

awards even if they choose not to help pay for their education 

through student loans and earnings from work-study. 

The incorporation into CSAP of more stringent last resort 

eligibility requirements would reduce the number of students 

eligible each year, thereby making possible larger awards at the 

program's present level of funding. By limiting program eligibility 

to students whose total combined financial support from all other 

sources is demonstrably inadequate, only those students most 
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dependent upon additional assistance in order to enroll would 

qualify for awards. Moreover, by also requiring students who meet 

the remaining need criterion to pay a certain portion of their total 

cost of attendance through a combination of work-study earnings and 

student loans, the Commonwealth can be assured of assisting only 

those students with great need who are also willing to help 

themselves. In this way, both the student and the state enter into 

a partnership to provide access to higher education. 

The modified CSAP would offer last resort grants to Virginia 

residents enrolled full time in eligible programs offered by public 

and private non-profit institutions approved to confer degrees in 

the Commonwealth. Individual awards would range from a minimum of 

$400 to a maximum of $1,000 or 65 percent of the student's remaining 

need, whichever is less. 

For a last resort program to be effective, students must have 

access to self-help aid programs. For this reason, other sections 

of this chapter will propose ways in which programs of this type, 

particularly student employment opportunities, might be expanded to 

accommodate student needs. 

The Feasibility of Establishing a Statewide Merit-Based Scholarship 

Program 

Senate Joint Resolution No. 81 cited a need to retain Virginia's 

outst3nding youth within the Commonwealth. Although the Council 
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does not know how many outstanding young men and women leave the 

state to pursue higher education elsewhere, a 1981 study revealed 

that approximately 12,000 Virginians attend college out-of-state 

each year. Of this number, over 500 begin their college careers by 

enrolling at the following institutions: Brown, Carnegie-Mellon, 

Cornell, Duke, Emory, Georgetown, Harvard, Johns Hopkins, 

Massachusetts Institute of Technology, University of Michigan, 

University of North Carolina ( Chapel Hill) , Northwestern, Notre 

Dame, Princeton, Rensselaer Polytechnic Institute, Vanderbilt, Wake 

Forest, and Yale. The national reputation of these institutions 

supports the inference that the students attending them are 

superior. When outstanding Virginia students go elsewhere for their 

college education, the quality of the educational experience for 

students enrolled at Virginia's colleges is diminished, and Virginia 

is deprived of its most promising citizens. 

The General Assembly resolution directed the Council, as part of 

its study, to determine the feasibility of 

establishing • • •  a state scholarship endowment fund 
for the purpose of encouraging meritorious students to 

remain in the state. 

A significant number of merit-based scholarships are already 

available at Virginia's institutions, but few afford the statewide 

visibility and high level of competition and personal recognition 

that would be achieved through a statewide program. 

The Financial Aid Task Force concluded that the establishment of 

a merit-based scholarship program was both possible and desirable. 
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The level of state funds required to operate an effective statewide 

scholarship program need not be large, because the positive effects 

brought about by recognizin� outstanding students, even those who 

are not eventual recipients of awards, may help to retain those 

students within the state. In addition, the high level of 

visibility given the runners-up for awards might help to increase 

the prospects that these students will be offered other 

scholarships, thereby promoting their retention in Virginia at no 

cost to the state. 

When fully operational, the cost of a state scholarship program 

would not exceed $500,000 per year. This amount would provide 

scholarships of $3,000 per year to approximately 160 Virginia 

residents enrolled for full-time study as undergraduates at Virginia 

colleges and universities. Up to 50 scholarships would be awarded 

to freshmen each year, with the total number of scholarships being 

phased in over a four-year period. Initial scholarships would be 

renewed automatically for a maximum of three additional years if the 

recipient successfully completes a full-time course load in the 

preceding academic year while maintaining a minimum cumulative grade 

point average of 3.0 on a four-point scale. A state appropriation 

of $150,000 would support the program in its first year of 

operation. 

The scholarships would be targeted toward outstanding high school 

seniors planning to pursue their studies upon graduation. Howevef, 

a small number of scholarships (for example, five each year) could 
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be made available to high achieving adults attending Vi rginia's two­

year colleges who desire to pursue their education at a senior 

institution. 

A statewide scholarship program of the size described above would 

be relatively inexpensive to administer. Outstanding high school 

candidates could be identified efficiently from lists published each 

fall by the National Merit Scholarship Corporation. Over 300 

students are named to this list from Virginia each year. Adult. 

candidates could be identified. with the assistance of Virginia's 

public and private two-year colleges. 

The Council of Higher Education, as the administering agency, 

would secure the supporting information and recommendations needed 

to evaluate candidates. The Council would then appoint a 

scholarship selection com mittee to review the supporting data and 

recommend scholarship candidates to the Council for initial and 

renewal awards. The committee would be small in size and would be 

comprised of outstanding leaders from education, government, 

business and industry. Award notices would be issued beginning in 

March to the top candidates and, following the acceptance of all 50 

awards (but not later than August each year), an official awards 

ceremony would be held for all recipients. The ceremony would honor 

the first-time scholarship recipients and their families and 

annually re-emphasize Virginia's com mitment to excellence. 

The Need to Continue Support of Virginia's Private Colleges 
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The average tuition students are charged to attend most private 

at state-supported 

charged by public 

colleges is high 

institutions. The 

compared to tuition 

lower average tuition 

institutions is made possible by state funds which pay a large 

portion of the total cost of instruction at these institutions. At 

private colleges, a larger part of the total cost of instruction 

must be borne by students in the form of higher tuition. 

The Tuition Assistance Grant Program was estblished in 1973 to 

help private colleges by reducing the difference in tuition between 

public and private institutions. It does so by providing non-need 

based grants to Virginia residents who enroll for full-time study at 

Virginia's accredited private institutions of higher education. By 

reducing the tuition private college students must pay, TAGP awards 

help preserve a diverse system of higher education in which public 

and private institutions are able to compete effectively for their 

share of the pool of qualified students. 

Virginia's support of private institutions through the TAGP 

demonstrates the Commonwealth's commitment to private higher 

education. From its inception, the TAGP has been the principal 

means by which Virginia could provide support, although indirectly, 

to the state's private institutions. In this sense, then, the TAGP 

is as much of an institutional support program as it is a program to 

assist students. Because Virginia should continue its policy of 

helping private higher education remain competitive with public 

higher education, funding for the TAGP should increase as 
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appropriations for the state-supported colleges and universities 

increase. 

The Need for Increased Support and Greater Flexibility in the Use of 

Discretionary Student Aid Funds Appropriated to Virginia's State­

Supported Institutions 

Each state-supported senior institution and Richard, Bland College 

has in its operating budget 

assistance. An institution, 

a line-item appropriation for student 

with approval from the Council of 

Higher Education, may use its appropriation to ( 1) make 

undergraduate need-based grants, (2) provide the institutional match 

for any federal or private financial assistance program which 

requires matching funds, (3) make contributions to the institution's 

State Student Loan Fund, or (4) make awards to graduate students. 

Competing priorities and limited state resources are forcing 

state-supported institutions to increase tuition and fees 

significantly in order to support their educational and general 

programs. For instance, in 1981-82, students at all senior state­

supported institutions paid tuition and fees equal to about 30 

percent of the costs of their education. State policy for 1982-83 

took the percentage at some institutions to 32.5, but reductions in 

general fund allotments resulted in the tuition and fee share 

increasing to as much as 35 percent. 
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As tuition and fees rise, the importance of discretionary 

student aid funds increases dramatically. Accordingly, the amount 

of funds appropriated should be increased in proportion to future 

increases in tuition and fees. 

Discretionary student aid appropriations should also be extended 

to the community colleges. For the 1982-84 biennium, consideration 

was given to providing Virginia's community college system with some 

discretionary student aid funds, but the funds were not 

appropriated. Because of the recent cuts in federal student aid, 

the sharp increases in community college tuition, and the fact that 

many community college students apply for admission late in the fall 

after most financial aid has been awarded, an appropriation of 

discretionary student aid funds to the community colleges should be 

reconsidered. Without these funds and the flexibility they provide, 

a significant number of financially needy Virginia residents may be 

denied access to higher education. Therefore, the Virginia 

Community College System should receive an annual appropriation of 

$500,000 to be distributed among the institutions for use as 

discretionary financial aid beginning in 1984-85. 

A minor change in the statutory provisions which prescribe how 

institutions may use their discretionary student aid appropriation 

is also desirable. Presently, the Appropriations Act limits to 50 

percent the amount of discretionary student aid funds which can be 

used to provide grants to graduate students. 
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For institutions which emphasize graduate study, 

restrictions may prove educationally counterproductive. 

these 

Graduate 

students desiring to enroll at Virginia's institutions are also 

affected by rising college costs and diminished federal support. 

Therefore, institutions emphasizing graduate education should be 

granted greater flexibility in the use of discretionary student aid 

funds to support graduate studies. This could be accomplished by 

increasing the percentage of discretionary funds that may be 

targeted to graduate students from 50 to 65 percent. 
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B. STUDENT LOAN PROGRAMS

Introduction 

As part of this study, the Council was requested by the Governor 

and the Virginia General Assembly to determine whether a

supplementary state loan program might be needed in Virginia. 

Because of the actual and proposed cutbacks in the federal 

Guaranteed Student Loan Program and the potential effect on 

students' ability to enroll in higher education, a number of states 

have implemented or are considering proposals for supplementary 

state loan programs. Most of the programs are intended to assist 

students attending private institutions, although it is possible 

that students in the 

participate. 

state-supported institutions might also 

The Availability of Loan Funds for Virginia Students 

The primary source of low-inberest student loans in Virginia is 

the federally sponsored Guaranteed Student Loan (GSL) Program. 

GSL's are available from private sector lenders, such as banks, 

savings and loan associations, and credit unions. They are also 

available from the Virginia Education Loan Authority (VELA), a 

quasi-public lending organization established by the Virginia 
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General Assembly to make guaranteed loans to Virginia residents. 

VELA loans, financed through the sale of tax-exempt bonds, account 

for about 62 percent of Virginia's total loan volume under the GSL 

Program. 

Effective this year, several legislative changes were implemented 

in the GSL Program in an attempt to reduce the volume of loans 

without excluding from eligibility those students who could not 

attend college without one. As noted in Chapter I, the most 

significant of these changes was the reinstatement of a financial 

needs test for loan applicants with family adjusted gross incomes 

exceeding $30,000. Students not passing the needs test are not 

eligible to borrow under the GSL Program. From all indications, the 

needs test has succeeded in barring upper income students from the 

GSL Program. The volume of GSL applications has decreased 

nationally by 30 percent. In Virginia, VELA and private lender 

applications for 1982-83 are also down 30 percent from the 1981-82 

level. 

The reduction in GSL loan volume in Virginia is not attributable 

to a decrease in the amount of funds available for the program. 

During the 1981-82 academic year, for example, about $90 million was 

made available to Virginia students by the Virginia Education Loan 

Authority alone. For 1982-83, VELA has approximately $120 million 

available for GSL's, a $30 million increase over the level available 

in 1981-82. 
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Not all of the 30 percent reduction in GSL loan volume in 

Virginia can be attributed to a decline in the number of 

applications from high-income students. It is possible that a 

substantial number of middle income students have elected not to 

apply because of an impression that their family income level would 

exclude them from eligibility under the program. 

As eligibility for the GSL program has become more restrictive 

and the volume of loans has declined, loans under a new federal 

program known as PLUS have become available for Virginia students. 

This program was established by the federal government to provide an 

auxiliary source of loan funds for parents and some independent 

students. 

than GSL's. 

Presently, PLUS loans are less attractive to borrowers 

The PLUS interest rate has been 14 percent (versus 

GSL's nine percent) and repayment for most borrowers begins within 

60 days of the loan disbursement (versus six months after the 

student graduates). PLUS loans are likely to become more attractive 

to prospective borrowers because the interest rate on the loans 

dropped to 12 percent in November, 1982. In view of the lower 

interest rate, it is doubtful that any alternative state loan 

program could provide loans at a rate lower than the PLUS Program 

without costly state or institutional subsidies. In fact, most 

states planning to establish loan programs have indicated that the 

interest rate will be at least 12 or 13 percent and could be much 

higher because of administrative costs. 
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State Efforts to Replace Lost GSL Funds 

Following the lead of Illinois, several states have passed 

legislation enabling private foundations to finance new loan 

programs. In a few states, bond issues have recently been sold to 

generate loan capital. In most instances, the bonds are backed by 

collateral provided by the participating institutions. 

A recent Council telephone survey of officials in states which 

have established new state loan programs elicited comments 

suggesting that the rush to get the programs in place may have been 

premature. The major factor cited as prompting the states to 

initiate the new programs appears to be the public perception that 

federal budget cuts would be more drastic than they actually were. 

Based on the Reagan Administration's earlier budget reductions, 

several states assumed that additional proposals from the 

Administration to restrict student eligibility and lender 

participation under the GSL Program would be more severe and would 

be approved by Congress more quickly than they have been. Although 

the large federal deficit makes further cuts in the GSL Program a 

strong possibility, the additional reductions, if they come, are not 

likely to be as radical as once assumed. Neither will they affect 

most students immediately, which allows Virginia to see whether the 

combination of federal loan programs now available is adequate to 

meet student need. 

A second pressure which encouraged states to establish new loan 
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programs is skepticism that students and parents will turn to the 

PLUS Program for loan funds. However, despite any relative 

disadvantages of PLUS, there is no evidence available to confirm the 

fears expressed by some educators that 

reject the PLUS Program (or that their 

students denied a GSL will 

parents will do so) if it 

represents the only remaining source of money available to finance a 

student's college education. 

Clearly, the use of the PLUS Program bears close monitoring over 

the next year, but fears that it will not function as an effective 

supplemental loan program are unsubstantiated. 

Summary 

Whether the new loan initiatives in various states will be 

successful remains to be seen. Most of the new programs have yet to 

make their first loans·, in part because the colleges involved are 

whether they 

collateral 

have 

and 

sufficient resources to 

to cover the initial 

beg inning to quest ion 

provide the required 

administrative expenses. As a result, it is possible that only the 

well-endowed private colleges will benefit eventually from the new 

programs. 

small and 

therefore, 

Most of Virginia's private institutions are relatively 

many have only modest 

that they could pledge 

endowments. It is unlikely, 

the resources necessary to begin 

such a program in Virginia. Moreover, given the level of funding 

required to estblish a loan program, it would be financially unwise 

for the Commonwealth to back the issuance of bonds with the "full 
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faith and credit" of the state. 

Although it is too early to predict what the effects of the PLUS 

Program will be in Virginia, preliminary indications are that the 

program will be able to compensate successfully for any GSL dollars 

lost by students because of the change in the eligibility 

requirements. To date, there are approximately 80 lenders 

participating in the program. However, the volume of loan 

applications has been minimal, probably because of the expected 

decline in the interest rate charged under the program and because 

the public is not yet fully aware of the program. 

The experiences reported by other states which have initiated new 

loan programs, the data suggesting no lack of available loan money 

in Virginia, the probability that PLUS will be able to compensate 

for lost GSL funds, and the impossibility of establishing a state 

program that could offer an interest rate below that now charged 

under PLUS argue against the establishment of any state-funded loan 

program at this time. There is a need, however, to correct the 

public misconception that loan funds are not available. 
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C. STUDENT EMPLOYMENT PROGRAMS

Introduction 

Presently, there are two programs which provide employment 

opportunities for Virginia students. Both depend largely on federal 

support. The larger program, the federal College Work Study (CWS) 

Program, assists about 15,000 students in Virginia each year. The 

smaller program, the Cooperative Education Program, serves 

approximately 5,000 students.<3> 

Federal support for the two programs has declined over the past 

two years and further reductions are probable. In 1980-81, for 

example, Virginia's colleges and universities received approximately 

$12 million from the federal government for CWS. 

institutions will receive about $10 million. 

In 1982-83, the 

The Cooperative 

Education Program has also experienced dwindling support and may be 

eliminated within the next year. 

<3>Cooperative Education is traditionally defined as a dual
educational approach involving alternating or parallel periods
of classroom study and off-campus professional-level employment.
The work experence is closely rated to the student's academic 
study or career goals. Cooperative education positions are 
supervised and evaluated. Priority is given to the needs of the 
individual student. Academic credit may be awarded for the wcrk 
experience. 
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The reductions in the work-study and cooperative education 

programs have reduced significantly the earnings of Virginia's 

students. In 1980-81 , 

annual earnings under 

Virginia students averaged over $1,000 in 

the CWS Program. For 1982-83, the federal 

government estimates that this average will drop to $800. 

Even at its 1980-81 level of funding, the federal CWS Program was 

unable to provide work opportunities for all needy students in 

Virginia. In that year, the 15,000 students who were placed in jobs 

under the CWS Program represented less than one-third of the 55,107 

needy students statewide who applied to Virginia's institutions for 

financial assistance. 

The decrease in work opportunities for Virginia students comes 

when the need to expand these opportunities is increasing because of 

rising college costs, reductions in other federal student assistance 

programs, and an inability to secure part-time and summer jobs in 

pr iv ate industry. The Commonwealth should, therefore, establish a 

supplementary state student employment program to expand work 

opportunities. 

Student Employment Initiatives in Other States 

A Council survey of the states revealed the recent establishment 

of several state-funded student employment 

supplement 

feder3l CWS 

job opportunities available to 

Program. A substantial number 
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considering proposals for such programs. The major reasons the 

states are establishing them, in addition to recognizing a need for 

more student aid, are: 

1. acceptance of 

expected to bear 

the principle that students should be 

a larger share of the cost of their 

education through self-help programs; 

2. reluctance to encumber the students' future lives with

more and larger student loans; and 

3. concern for bridging the perceived gap between

education and work. 

Although both the state-supported employment programs and the 

federal CWS Program are intended to assist needy students, the state 

programs differ in several ways. The principal difference is the 

strong emphasis which most state programs place on the value of the 

work experience as it is related to the students' educational and 

career interests. A second and related difference is the state 

program's expansion of the work opportunities to include off-campus 

employment, particularly with private sector business. The federal 

CWS Program limits student employment to public and private non­

profit organizations, which narrows the range of work experiences 

available to students. Indeed, over 90 percent of all Virginia's 

CWS students are placed in on-campus jobs. 
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A Proposal for Expanding 

Virginia 

Student Employment Opportunities in 

A recent survey of parents of high school students nationwide 

found that student employment programs would receive broad public 

support. Seventy-nine percent of the 6,600 parents who responded to 

the survey supported student employment as a "most-favored" plan for 

financing a student's higher education. The support for student 

employment programs was nearly equal among black and white parents. 

A Virginia student employment program would complement the 

employment opportunities made available under the CWS and Co­

operative Education Programs. The college work study program is 

first and foremost a financial aid program al though it acknowledges 

the potential educational value of the student's work experience. A 

Virginia employment program would also function primarily to provide 

financial assistance, but would, in addition, more actively promote 

the non-financial benefits of work experience by placing students in 

jobs demonstrably related to the students' educational or career 

interests. 

In order to ensure that a sufficient number of jobs are available 

to match the diverse educational and career goals of eligible 

students, the 

opportunities to 

program 

include 

would expand 

for-profit as 

off-campus employment 

well as not-for-profit 

organizations. Some on-campus employment would be allowed, but only 

if state funds would not be used to supplant federal CWS funds and 
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if the on-campus job had potential educational and career benefits. 

Because of its distinct objectives, a Virginia student employment 

program would also complement the cooperative education programs 

offered at 80 percent of Virginia's campuses. Cooperative education 

is an important source of student financial assistance and, as such, 

warrants strong independent support; however, its main purpose is 

educational, not financial. Accordingly, the work experience under 

cooperative education oftentimes carries degree credit. The primacy 

of cooperative education's educational purpose is reflected in the

program's eligibility criteria, which typically prescribe that, in 

order to participate, a student must have completed one to two years 

of college work with a minimum cumulative grade point average of 2.0 

or higher. Notably, financial need is not a factor in the 

determination of a student's eligibility. A Virginia student 

employment 

reserving 

program would 

its employment 

complement cooperative 

opportunities for 

education by 

students with 

demonstrated financial need who indicate no interest in cooperative 

education or who 

program. Degree 

are otherwise ineligible for placement under that 

credit would not normally be available for work 

experiences acquired under a State student employment program. 

A key factor motivating off-campus employers to create the 

necessary number of additional jobs for students under a state 

student employment program would be a student wage subsidy. Under 

this approach, an employer is expected to pay only a portion of a 

student's wage, with the remainder coming from state funds. The 
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maximum wage-subsidy rate allowable under most state work programs 

ranges from 50 percent to 80 percent. Public and non-profit 

organizations typically receive higher subsidy rates than business 

operated for profit. The maximum subsidy rate under a Virginia work 

program might be set initially at 65 percent for public and non-

profit organizations and 55 percent for private businesses. 

Institutions would be encouraged to seek lower rates in order to 

assist a larger number of students. 

A prevailing concern among states which subsidize off-campus 

student employment is the possible displacement of regular 

employees. To guard against such an occurrence, jobs included under 

a Virginia student employment program normally would be limited to 

part-time or summer positions especially created for students or to 

existing positions which had been left vacant for a minimum of one 

year preceding the date of approval. Regulations would prohibit the 

use of state student employment funds to displace full-time 

employees or student employees placed in jobs under unsubsidized 

cooperative education programs. 

The development of a significant number of additional off-campus 

jobs will require an increased administrative and financial 

commitment from the institutions. There will also be a need for 

improved coordination of institutional off-campus job development 

efforts within geographic regions. Cooperative Education 

coordinators at Virginia's campuses report that off-campus employers 

frequently are approached by several representatives of the same 
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institution seeking 

institutional programs. 

similar jobs for students under various 

This results in a costly and unnecessary 

d upl ic at ion of effort. Moreover, 

uncoordinated requests for student jobs 

favorable impressions of higher education 

employers flooded with 

are unlikely to develop 

institutions. Improved 

coordination of regional job development activities is therefore 

critical if off-campus student employment opportunities are to be 

expanded, costly duplications of effort reduced, and relationships 

between institutions of higher education and business and industry 

strengthened. 

A Virginia student employment program would provide, in the form 

of institutional incentive grants, matching funds to improve off­

campus job development efforts. Individual institutions applying 

for funds would be eligible for matching grants to cover up to 50 

percent of the cost of their proposed job development activities. 

In order to promote the regional coordination of such activities, 

however, tw:> or more institutions applying jointly would be eligible 

to receive matching funds for as much as 60 percent of their total 

projected expenses. 

The incentive grants would be awarded competitively on the basis 

of proposals submitted to the Council by the institutions. A 

similar procedure is used by the Council in awarding state funds 

under the Funds for Excellence Program, An institution's share of 

its projected development costs could come from its operating budget 

or from its federal CWS funds, up to $25,000 of which can be spent 
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for off-campus job location and development. 

Two years would probably be required to implement a Virginia 

Student Employment Program because of the program's focus on off­

campus employment with private business. In the first year, funds 

would be needed to support the development of the off-campus jobs in 

which students would be placed during the program's second year. 

Administrative procedures, informational materials, and special 

forms would also need to be developed in the first year. 

An appropriation of $750,000 would be needed to support first 

year activities, $700,000 of which would be set aside for incentive 

grants to support the intensified off-campus job development effort 

so critical to the program's success. The remaining $50,000 would 

be used to cover the costs of implementing the program. 

In its second year of operation, the program should be funded at 

about $3.5 million. Approximately $500,000 of this total woul d be 

set aside for incentive grants to continue support for off-campus 

job development. The remaining $3 million woul d be used to provide 

the institutional portion of the student wage subsidies. The $3 

million would be earmarked for individual institutions based on a 

formula to be developed by the Council with assistance from the 

institutions. Such a 

the number of eligible 

campus jobs potential ly 

formula would necessarily take into account 

students enrolled and the number of off­

available within the area. 
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The $3 million in state funds for student wages would generate 

$5.0 million in total student earnings at an average state wage 

subsidy of 60 percent. This figure includes $2.0 million in 

employer contributions, most of which would come from private sector 

businesses. The $5.0 million would provide awards averaging $1,000 

per year to approximately 5,000 students. The $3.0 million in state 

funds would offset the $2.0 million the reduction in federal CWS 

support which occurred between 1980-81 and 1982-83 and most of the 

additional cuts anticipated between 1982-83 and 1984-85, the 

earliest year the program could assist students. 

Funds annually designated for state-supported institutions would 

be disbursed by the Council directly to those institutions. In 

order to avoid any potential legal entanglements, funds identified 

for students in private institutions would be provided to the 

institutions under "contracts for services." Virginia's 

Constitution allows the state to enter into such arrangements. All 

institutions would have to comply with the rules and regulations 

established for the program by the Council of Higher Education, the 

administering agency. 

To ensure the most efficient use of state funds, only Virginia 

residents enrolled for full-time study in eligible programs offered 

by public or private non-profit institutions of higher education 

approved to confer degrees in the Commonwealth of Virginia would 

participate in the state program. In addition, students would be 

required to demonstrate sufficient financial need in order to 
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qualify for job placement. The method for determining financial 

need would be prescribed in program regulations developed by the 

Council. Students could not be employed under both the federal CWS 

and the Virginia student employment programs in any single school 

term. 

In addition to promulgating program regulations, the Council of 

Higher Education would annually determine institutional allocations 

and disburse funds appropriated for the program. Institutions would 

be required to sign a written agreement certifying that they would 

administer the program in accordance with the rules and regulations. 

The regulations would require institutions which participate in the 

program to secure similar written agreements from the off-campus 

employers of their students. The employer-institution agreements 

would specify the terms and conditions under which employers would 

be eligible to receive state wage subsidies for students. The 

institution's responsibilities to the employers would also be 

specified. 

51 



D. BUSINESS AND INDUSTRY SUPPORT OF

SCHOLARSHIPS, FELLOWSHIPS AND ASSISTANTSHIPS 

Introduction 

Virginia's business and industrial firms have a vital stake in 

the well-being of higher education in 

Traditionally, the Commonwealth's colleges 

the Commonwealth. 

and universities have 

supported business and industry by providing graduates with the 

knowledge and skills necessary for entry level employment into a 

variety of professional and technical career fields. Colleges and 

universities also offer graduate-level and in-service training 

opportunities for employees of business firms, thereby assisting 

them in the recruitment, retention, and promotion of employees. 

Under the leadership of Governor Charles S. Robb, the 

Commonwealth has begun a major effort to expand and strengthen the 

partnership which has existed between business and higher education 

since the turn of the century. Only recently have the benefits of 

this partnership begun to attract public attention. Although most 

of the benefits lie outside the scope of this study, one is of 

direct interest: the financial support which business provides to 

higher education in the form of student scholarships, assistantships 

and fellowships. 

Business-funded student awards are av ail able at selected 
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institutions throughout the Commonwealth, but they are fewer in 

number than they might be with some encouragement from state 

government. Accordingly, Governor Robb requested the Council, as 

part of the study, to consider ways of expanding statewide the 

number of these awards, particularly in such critical disciplines as 

computer science, engineering, mathematics, and business. 

The Importance of Providing Reciprocal S ervices 

For private businesses and industries to be willing to provide 

additional support for higher education in the form of scholarships, 

fellowships and assistantships, they must see evidence of reciprocal 

services from higher education institutions� The promise of getting 

something of value in return 

increasingly important incentive. 

for financial support is an 

Current economic conditions are 

affecting business profits and limiting the amount of funds 

available for the support of activities which do not produce short-

range benefits. In addition, requests for support from public and 

non-profit organizations are growing rapidly. 

If higher education is to enjoy increased business support, it 

will do so only if institutions provide services to business in 

return. Such services include, but are not limited to, the 

following: ( 1) applied research studies and projects designed to 

assist local business firms in solving particular problems; (2) in­

kind contributions of faculty members who serve as consultants; (3)

identification of students for part-time employment wbo bring with 
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them certain skills and who may be attracted into a career training 

opportunity following graduation; (4) use of university resources, 

including facilities, equipment, and materials for certain 

activities; and (5) increased participation by business and 

industry in curricular design so as to produce better-prepared 

prospective employees. 

and the last most so. 

These are all sensitive points, the first 

Colleges and universities should be willing 

to explore cooperative and reciprocal arrangements, but they must be 

careful to compromise neither the researchers' freedom nor the 

integrity of the academic curriculum. This is not a matter of easy 

dichotomies; the role of higher education in a technologically 

sophisticated society is too complicated for that. But it is a 

matter requiring thoughtful discussion and consideration of higher 

education's proper mission. 

The Role of the State in Improving Relationships Between Higher 

Education Institutioni and Private Enterprise 

Currently, one of the major problems impeding the expansion of 

private support of student scholarships, fellowships and 

assistantships may be the lack of effective communication between 

business and industrial firms and institutions of higher education. 

Local businesses and industries frequently lack accurate information 

regarding the resources and expertise available at Virginia's 

institutions. Faced with a need for outside assistance, many of 

these firms are forced to turn to consul ting firms when the solution 

to their problems might be obtained at less expense at a local 
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college or university. 

With state-level encouragement and assistance, the 

communications barrier might be reduced and eventually eliminated. 

A first-step would be a statewide campaign beginning in 1983-84 to 

inform business and industry of the diverse human and material 

resources potentially available at Virginia's colleges and 

universities. 

In order to succeed, a communications campaign would require the 

wide distribution of brochures and scheduled presentations by higher 

education leaders at state and local Chambers of Commerce, the 

Virginia Manufacturer's Association, and the Virginia Council of 

Business. The dialogue at such meetings would help to identify the 

specific kinds of services most desired from higher education in 

return for increased monetary support. 

If the response of the business community indicates a desire for 

a closer working relationship with higher education, 

clearinghouse could be established beginning in 1984-85. 

a state 

Such a 

service would function solely to facilitate direct contact between 

companies desiring a specific service and institutions available to 

provide that service. The clearinghouse could be housed in any 

existing state-level agency or organization which would maintain, by 

discipline or occupational field, an automated catalogue of business 

and industry needs that might be met by institutions of higher 

education. The catalogue file could be made accessible to all 
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Virginia colleges and universities at minimal cost through computer­

telephone dial-in linkages. 

This section of the report has attempted only to introduce the 

prospect that both private enterprise and higher education have much 

to gain from closer cooperation. Although several specific 

suggestions for better cooperation have been recommended, it is very 

possible that the recently established Governor's Commission on 

Science and Technology will find additional ways. Therefore, the 

Commission will be informed about the recommendations in this report 

and will be asked to supplement them as it deems appropriate. 
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CHAPTER III: 

SUMMARY AND CONCLUSIONS 

In the past two years, federal financial aid for Virginia 

students has declined, but the reduction has not been as drastic as 

initially expected. Many students and their parents believe that 

fgderal aid cuts have been more precipitous uhan they have been, and 

this perception may have resulted in some students who would have 

been eligible for aid not applying for it in the current school 

year. 

Between the 1980-81 and the 1982-83 academic years, the amount of 

federal funds going to students at Virginia's institutions under the 

Pell Grant and campus-based aid programs decreased $7 million. A 

further reduction of some $2 million would have occurred in 1982-83 

if Congress had not overridden a presidential veto in order to 

provide supplemental student aid. During this same period, loans in 

Virginia under the Guaranteed Student Loan Program declined in 

volume by at least 30 percent. The decrease happened primarily 

because of changes in the eligibility requirements, but also kn part 

because students wrongly assumed that they no longer qualified under 

the program. Declines in other aid programs have occurred as well, 

particularly in the Social Security Educational Benefits program, 

which is being phased out over the next four years. 

In accordance with a directive from the 1982 General Assembly, 
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the Council of Higher Education, with the assistance of a study 

committee composed of a number of financial aid, banking, and 

business experts, reviewed the loss in federal student aid funds in 

Virginia within the context of the changing pattern for financing 

higher education in the Commonwealth. As a result of the 

deliberations, several proposals for either re-structuring existing 

Virginia student aid programs or establishing new programs in order 

to meet the changing needs of Virginia's students were presented in 

Chapter II of this report. The study committee was aware that the 

division of responsibility to pay for higher education among 

students, their parents, and the government is changing. (Given 

increasingly scarce resources at all levels of government, students 

throughout the nation will in the future be expected to pay a 

greater share of the cost of their education through self-help 

opportunities made available under work and loan programs. 

To ensure that Virginia students have access to self-help 

opportunities and to offer a viable alternative to loan programs, 

this study proposes the establishment of a state student employment 

program. A state student employment program would supplement the 

federal College Work-Study program by encouraging the development of 

jobs for students in off-campus, private-sector environments. The 

jobs generated in business and industry would offer educational and 

career benefits 

· assistance. The 

in addition 

number of jobs 

to providing needed 

initially established 

financial 

under this 

program, and the funds made available to students as a result, would 

off-set the loss of federal funds under the work-study program. To 
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assist institutions in finding off-campus jobs, or to update their 

existing job dmvelopment efforts through Cooperative Education 

centers, incentive grant funds would be made available on a 

competitive basis. 

In addition to a new student employment program, the study also 

proposes that institutions give high priority to the development ant 

expansion of cooperative edu cation programs which help students 

finance their education at no cost to the State. Presently, a 

majority of Virginia's colleges and universities operate these 

programs. 

Although this study promotes the concept of student self-help in 

financing higher education, it discourages the establishment of a 

state loan program. Over the past five years, loan programs in 

Virginia and elsewhere have expanded rapidly in order to meet 

student loan demand. As grant programs have decreased in size and 

part-time jobs have become increasingly scarce, many stu dents have 

been forced to mortgage their futures in order to obtain funds for 

higher education. The average size of a Guaranteed Student Loan for 

undergraduate borrowers across the nation is now $2,264 annually, 

according to the American Council on Education. Therefore, there is 

an immediate need to provide students with access to other kinds of 

self-help opportunities. 

Virginia's lending institutions, including the Virginia Education 

Loan Authority, have made a commendable effort to see that loan 
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funds wure available to Virginia students through the GSL program. 

Although it now appears that changes in student eligibility 

requirements will preclude a number of potential borrowers from the 

GSL program, the new PLUS program should be able to accommodate 

those borrowers who no longer qualify under the GSL. Because of the 

availability of PLUS and the recent drop in the interest rate under 

the program to 12 p ercent, the establishment of a state loan program 

in Virginia is unnecessary. It would also be too costly. 

For the last several years, the College Scholarship Assistance 

Program has ceased to be viable because of limited appropriations 

and an ever-expanding number of eligible applicants. As a result, 

awards under the program have declined to only $200 in 1982-83. In 

order for this program to become useful once again to students and 

the Commonwealth, this study has proposed that CSAP become a program 

of last resort effective for the 1983-84 award year. Under this 

concept, only students who need the funds to enroll, after all other 

forms of aid have been considered, as determined by institutional 

aid officers using criteria approved by the Council, would receive 

awards. This change in the program would transform it from its 

current role as a foundation program to one which targets awards to 

a limited group of students. The size of awards under the modified 

program would range from $400 to $1,000, so that the funding 

received by individual students would make a difference in their 

ability to continue their education. 

In addition to the changes proposed in the College Scholarship 
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Assistance Program, the study also recommends that the discretionary 

student aid appropriations to state-supported institutions be 

increased in proportion to future increases in tuition anf fees, 

that some discretionary funds be appropriated to the Virginia 

Community College System, and that senior institutions which 

emphasize graduate education be given the flexibility to direct more 

of their student aid funds to graduate students. The Study also 

supports increases in appropriations for the Private College Tuition 

Assistance Grant Program as appropriations for the state-supported 

colleges and universities are increased. 

The financial aid task force shared the concern of the General 

Assembly, as expressed in the resolution calling for this study, 

I that Virginia may be losing annually a number of outstanding 

students to colleges and universities in other states. Although no 

data exist to show the number of outstanding students who now go 

out-of-state or to indicate if, given incentives, some of those 

students might decide to remain in Virginia, the study n evertheless 

proposes the establishment of a modest merit-based program. The 

program would attempt to keep some of "the best and the brightest" 

in the Commonwealth's institutions, and would emphasize Virginia's 

commitment to quality education at all levels. 

Most of the proposals offered in this study depend for success on 

the improvement of communications between higher education and 

business and industry. Obviously, 

I effective, its success will depend 
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from the pr iv ate sector. But there are many other ways in which 

private enterprise and 

relationship, as this 

higher education can cooperate. The 

study points out, should not be one-sided. 

Business and industry should receive as much (through, for example, 

access to research opportunities, consultants, and student 

assistance) as higher education obtains in increased financial 

support. To assist in furthering the cooperation between the two 

sectors, the study proposes the establishment of a clearinghouse in 

1984-85 to match the needs of business and industry with the 

expertness available in Virginia's institutions of higher education. 

It also suggests that the Commission on Science and Technology, 

which was recently established by Governor Charles S. Robb, might in 

the future be able to offer other recommendations for improving the 

relationship. 

Finally, it should be noted that a number of the recommendations 

contained in this report will, if adopted, result in the additional 

expenditure of State funds. However, the investment would be a wise 

one, not only because of the immediate need for additional student 

aid in Virginia, but because most of the proposals can result in 

long-term economic as well as educational 

Commonwealth. The Council believes, therefore, 

costs are justified. 
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STAFF TECHNICAL PAPERS 

1. Restructuring the College Scholarship Assistance

Program

2. Virginia Student Employment Program

3. The Commonwealth Scholarships for Excellence 

Program

The Staff Technical Papers that follow clarify the 

respective Program Proposals described in Chapter II. They 

also describe in greater detail how each Program Proposal 

might be implemented. In the latter regard, the papers 

should be considered as draft implementation plans subject 

to futher refinements based on consultation with appropriate 

agencies, individuals and Advisory Committees. 
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State Council of Higher Education 

Technical Paper No. 1 

A Tentative Plan for Restructuring the College 

Scholarship Assistance Program (CSAP) 

INTRODUCTION 

Presently, the funding for the College Scholarship 

Assistance Program (CSAP) is insufficient to provide 

adequate awards to the nearly 40,000 needy students who 

annually apply for aid under the program. Moreover, past 

efforts to secure additional funds in order to meet the 

financial need of a steadily expanding pool of applicants 

have been unsuccessful. As a result, the program has become 

ineffective in providing student access and choice. 

In 1981-82, limited funds resulted in half of the 

eligible CSAP applicants receiving only $200 awards. Over a 

third of the applicants received nothing. Moreover, the 

awards met only six percent of the average financial need of 

the students who received grants under the program. When 
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CSAP was first established, a larger percentage of 

applicants was assisted and awards averaged $400 even though 

the financial need of the students who appli�d was 

considerably lower. 

Limited State resources and the need for a supplementary 

Student Employment Program in 1984-85 practically eliminate 

the possibility of securing additional funds for CSAP. This 

leaves at least two alternatives. One is to restore the· 

CSAP's viability by redistributing program funds in a more 

effective way (larger awards to 

individuals). . Another is to 

only the most needy 

eliminate the program 

altogether, perhaps reallocating the state share of CSAP 

funds to other student aid programs. The problem with the 

latter alternative is that eliminating the program would 

result in an immediate loss of $1.6 million per year in 

federal matching funds. 

DESCRIPTION OF THE RESTRUCTURED PROGRAM 

In November 1982, the Council approved a plan to 

restructure the CSAP to provide grants of "last resort". 

Under the last resort concept, the program would no longer 

base awards solely on the students' total financial need, 

but would, in addition, take into account the other aid the 

students are receiving. The restructured program would also 

require students to assume a reasonable share of the costs 
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of their education through some form of self-help (�·£·, 

work study, student loans). 

Presently, financial need under CSAP is calculated by 

subtracting the student's expected family contribution (1) 

from the student's cost of attendance.(2) Under the last 

resort concept, the other aid a student receives would also 

be subtracted yielding a net financial need total. Awards 

would be based on the student's net need rather than the 

total need thereby ensuring that CSAP funds are targeted so 

as to complement the aid available from other sources.(3) 

The incorporation into CSAP of more stringent financial need 

requirements will reduce the number of students eligible 

each year without adversely affecting student access. 

By also expecting students to meet a minimum portion of 

the costs of attending college through some form of self-

(1) Calculated by the Uniform Methodology
(2) The cost of attendance, frequently referred to as the

student's budget, includes tuition, fees, room, board,
books and supplies, travel and miscellaneous allowable
personal expenses.

(3) A recent analysis of 1981-82 recipients of $200 CSAP
awards revealed sharp differences in the students' net
(remaining) need after other aid was taken into account
(reported on CSAP enrollment rosters Fall 1981). The
amounts of the remaining need for these students ranged
from under $100 to over $6,000. Such a disparity in
remaining need amoung students and institutions suggests
that CSAP dollars are not being distributed in a way
that effectively complements the aid available from
other sources. As a result, many needy individuals are
being forced to borrow excessively, to delay enrolling,
or to attend lower cost institutions.
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help, the Commonwealth can be assured of assisting only 

those needy students who are willing to help themselves. In 

this way, both the student and the state enter into a 

partnership to provide access to higher education. The 

self-help requirement would reduce further the number of 

eligible applicants. 

Council adoption of the last resort concept now requires 

that the practice of determining individual awards centrally 

be abandoned. Instead, the program will be re-designed so 

that institutions will recommend the names of students who 

should receive awards and the amounts each should 

receive--within limits established by the Council through 

program regulations. Giving institutions a direct role in 

the determination of awards is necessary under the last 

resort concept because the institutioni are the sole source 

of information ab-out the "other aid" a student is to 

receive. 

The objectives of the CSAP, 

grant aid of last resort, are: 

restructured as a source of 

1. to ensure access to Virginia's higher education

institutions for eligible students whose financial

need exceeds substantitally the total financial

resources made available to them by parents,

institutions, and other sources of student
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financial assistance; 

2. to ensure that recipients of CSAP grants bear a

reasonable share of the cost of their own higher

education (self-help);

3. to ensure that CSAP funds do not supplant aid

potentially available from other sources.

Determination of Student Need and the Amount of Individual 

Awards 

Under the last resort concept, institutions will 

determine the student's financial need for a CSAP award 

based on minimum criteria established by Council and 

supplemental criteria developed by each institution in 

accordance with Council guidelines. Presently, the Council 

determines the student's financial eligibility. The 

institution will calculate the student's financial need 

using a single federally-approved methodology for all of its 

CSAP applicants. The cost of attendance figures used by 

each institution to calculate need will be those developed 

for the federal campus-based aid programs (minus tuition 

assistant grants for private colleges). If a student meets 

all eligibility requirements, including supplemental 

requirements set by each institution, the student could be 

recommended for an award, subject to the availability of 
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sufficient funds. 

The Council will require, 

for CSAP eligibility, 

as minimum financial criteria 

1. that after all of the student's other aid is

packaged, the student has substantial unmet need

exceeding a minimum amount to be establish�d by

the Council each year. Tentatively, $1,000 is the

minimum for 1983-84.

2. that the student is contributing towards his or

her total cost of attendance (self-help

expectation) in an amount equal to or greater than

the minimum percentage of the student's total cost

of attendance established each year by the

Council. The minimum percentage proposed for

1983-84 is 20 percent.

CSAP would, of course, continue to serve only domiciliary 

residents of Virginia who are enrolled for full-time 

undergraduate study at a Virginia public or private non­

profit college or university. 

An institution may recommend individual awards ranging 

from $400 to $1,000 per academic year (in increments of $100 

µro-rated by term) for any applicant meeting the minimum 
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Council eligibility criteria. However, because the total 

CSAP funds available are insufficient to provide awards to 

all of the students meeting the minimum financial need 

criteria established by the Council, institutions will be 

required, under program. regulations, to develop supplemental 

award criteria. These criteria will help institutions 

determine (1) which of the applicants at their campuses will 

be recommended for awards and (2) the award amounts that 

will be recommended for each student. 

Guidelines specifying allowable supplemental criteria 

will be developed by April, 1983, with assistance from the 

Council's Financial Aid Advisory Committee. For instance, 

institutions might establish net financial need and self­

help requirements above the minimum values set by Council 

regulations ($1,000 and 20 percent, respectively). 

Each institution would submit to the Council as part of 

the institutional agreement filed each year a list of its 

supplemental criteria. The Council would issue no official 

award notices until these criteria were received. Students 

should also have access to this information on request. 

Institutional use of objective supplemental criteria ensures 

that the additional discretion given to institutions in the 

determination of individual awards will not result in legal 

liabilities for the institution or the Council. In 

addition, the supplemental criteria afford diverse 
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institutions the flexibility to target CSAP funds in ways 

most effective in promoting student access 

campuses. 

Allocation of Funds to Institutions 

at their 

An institution's direct role in determining a student's 

individual award under the restructured CSAP requires that 

institutions be given a budget to work from each year. 

Notice of institutional CSAP budgets (allocations) will be 

issued by the Council on or before May l preceding the 

opening of the fall term of each award year. 

Presently, CSAP funds flow to institutions in direct 

proportion to the total financial need of the eligible 

applicants who enroll, independent of differences in the 

amounts of other aid the students are receiving. Because 

the last resort concept takes into accou.nt the student's 

other aid, implementation of the restructured CSAP requires 

the development of a formula for allocating CSAP funds to 

institutions in proportion to their students' unmet need. 

In order to ensure that the allocation formula does not 

dramatically reduce the level of student aid funds available 

at any individual institution in a given year, an amount 

equal to 70 percent of the 1982-83 statewide CSAP total 

funds will be set aside beginning in 1983-84 fur
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distribution in proportion to the CSAP funds the 

institutions receive in 1982-83. Only the balance of 

Virginia's total CSAP funds each year will be subject to 

last resort reallocation based upon the new unmet need 

distribution formula. For instance, if an institution 

receives $100,000 in 1982-83, it will receive at least 

$70,QOO (70%) as its conditional guarantee for 1983-84 and 

for each year thereafter. Any additional CSAP funds 

received by the institution would be determined by the new 

formula. 

The formula for allocating additional CSAP funds <i.·!.·, 

funds not set aside to meet conditional guarantee 

obligations) would estimate, for each institution's pool of 

potentially eligible need-based aid applicants, the 

aggregate total costs of attendance (student budgets) and 

the aggregate student aid and family resources available. 

By subtracting the other aid and family resources from the 

costs, an aggregate institutional unmet need figure would be 

determined. For a detailed explanation of the calculation 

of an institution's unmet need total, including the sources 

of data, refer to Attachment 1. 

The resulting institutional unmet ueed totals reflect the 

relative need for CSAP funds among institutions. Because 

different proportions of this need will be met at each 

institution through CSAP conditional guarantee allocations, 
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the final step of the formula would subtract from each 

institution's unmet need total 

conditional guarantee allocation. 

the institution's CSAP 

The result would be an 

adjusted unmet need total which would reflect the 

institution's relative need for CSAP funds above the level 

provided by the conditional guarantee. Each institution 

would then receive a supplemental CSAP allocation in 

proportion to its total adjusted unmet need. 

As total funding for the program grows in relation to the 

1982-83 conditional guarantee amount, the percentage of 

total CSAP funds distributed by the formula annually would 

increase. Should funding for the program be reduced, 

however, the burden of the reductions would be distributed 

equitably across all institutions in proportion to the 

preceding year's funding allocations. 

Application Procedures 

For 1983-84, students would use the College Scholarship 

Service's (CSS) Virginia Financial Aid form (FAF) to apply 

for CSAP and would, therefore, be required to pay to CSS the 

additional $2.50 processing fee for the State program. The 

closing date for 1983-84 CSAP applications will be April 15. 

Beginning in 1984-85, however, the FAF will no longer be 

required by the Council for CSAP, thereby eliminating the 

additicual $2. 50 fee. The April 15th closing date will also 
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be eliminated in 1984-85 with the result that many students 

admitted too late to benefit from 

qualify for last resort assistance 

funds are available at that time. 

other aid programs may 

under CSAP if sufficient 

Because institutions 

frequently have exhausted their limited aid reserves before 

the opening of the fall term, this added flexibility under 

CSAP is desirable to ensure access for these students. 

In 1983-84, the Council will pre-screen VFAF filers to 

determine whether they meet program eligibility requirements 

other than need (�._a., domicile), and will forward applicant 

eligiblity status rosters to the students' first choice 

institution. For 1983-84 only, all applicants will be 

informed directly by the Council regarding their potential 

eligibility for an award, subject to the first-choice 

institution's evaluation of their financial need. Those 

applicants potentially eligible will receive information 

about the minimum financial need criteria which must be met 

in order to be eligible to receive an award. The 

institution's expanded role in determining individual awards 

will also be explained. 

Students will be urged to inform the Council or the 

institution immediately of any change in enrollment plans, 

as awards under last resort are no longer transferable among 

institutions. Prior to 1983-84, awards were transferable if 

the student's financial need did not decrease to a level 
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below the minimum required in order to receive the award. 

Processing of Award Nominations (and Rejections for 1983-84) 

Once an institution has determined that a CSAP award 

should be included as part of a student's total aid package, 

the institution will be authorized to offer the award as

part of the total package, specifying that the award is 

subject to the availability of sufficient funds and official 

written confirmation by the Council. Institutions may 

commit more than their allocated amounts to allow for 

attrition, but the Council will not be financially obligated 

for these over-commitments. 

Official confirmation of awards will be issued by the 

Council in the form of Student Eligibility Notices (SEN's), 

but only after the student has actually enrolled at the 

institution. Institutions will be required to submit by the 

close of the normal "add period" in the fall term a roster 

(or computer tape which meets Council specifications) 

liscing the names, Social Security numbers, mail addresses 

(for 1984-85 and after), and award amounts (pro-rated by 

term) for all enrolled students whom the institution has 

approved to receive a CSAP award. Once each month 

thereafter, institutions would have the option of initiating 

a similar transmittal of information in order to process 

additional awards or revise the amounts of awards previously 
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recommended. 

The Council's confirmation of CSAP awards after students 

have enrolled eliminates much of the workload that would 

result if official award notices were issued prior to that 

time. For instance, more than one institution may offer 

awards to the same students. This duplication of awards 

would cause considerable confusion and add substantially to 

the correspondence between the Council, 

and the students. 

the institutions, 

The official award confirmation (SEN), when completed by 

the student and returned to the Council, will double as the 

student's application of record. After 1983-84, it will 

also provide the Council with data to confirm that student 

eligiblity is being properly determined by the institutions. 

For 1983-84 only, institutions will also have to 

identify, on a roster of eligible applicants provided by the 

Council, the names of enrolled CSAP applicants who should 

receive official rejection letters. The Council will then 

inform those students that they will not·receive an award at 

that institution. 

CSAP applicants rejected by institutions for 1983-84 

awards solely because of insufficient CSAP funds will be 

informed by the Council that their names h&ve been placed on 
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a waiting list and that they may be nominated for an award 

by the institution at a later date should funds become 

available through attrition. In 1984-85, when the VF.AF is 

no longer required for CSAP, this notification procedure 

will be unnecessary because the only students eligible for 

CSAP will be those who are nominated for awards by the 

institution. 

Disbursements and Reallocation of Unused Funds 

Upon receipt of the award recommendations from 

institutions, the Council will issue a Student Eligiblity 

Notice (SEN) directly to the student with instructions to 

return it to the Council confirming his or her formal 

acceptance of the award at the institution which recommended 

it. Funds will simultaneously be released for disbursement 

to the instituti9n at the next scheduled disbursement date. 

Should a student recommended for an award have exhausted his 

or her eligibility (maximum number of terms), the 

institution will be requested to withdraw the award. In 

such cases, the Council will not issue an award confirmation 

in the form of an SEN. 

The institutions will receive their fall term 

disbursements within 15 working days after the list of award 

nominees are received by the Council. Disbursements for 

second or third terms will be sent at the opening of the 
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term. One supplemental disbursement will be made later in 

each term to cover the enrollment of recipients whose funds 

were not included with the first disbursement. 

Should a CSAP recipient leave school or become ineligible 

to receive his or her award, the unused funds could be 

reallocated by the Institutional Aid Officer as new awards 

for other eligible applicants or as revised (larger) awards 

for previously recommended CSAP recipients. 

would be accomplished by repeating the 

nomination procedure described earlier. 

Reallocations 

simple award 

Reductions or 

cancellation of awards resulting in unused funds will 

continue to be reported by the institutions on the 

disbursement accountability report rosters. If an 

institution's unused funds are not reallocated, they will be 

returned to the Council in mid-year for subsequent 

redistribution to institutions which can use them(!:_ ,�·• for 

mid-year transfers). 

It is important to note that under the last resort 

concept, overawards (awards in amounts exceeding the 

students' financial need) will no longer be allowed. The 

amount of an overaward, rounded up to the nearest $100, will 

be deducted by the institutional aid officer from the 

overawarded student's total aid package, and reallocated to 

another eligible student. Should a student's total CSAP 

award be reduced to an amount below the $400 annual minimum 
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(pro-rated by term), 

withdrawn. 

the entire award would have to be 

In order to minimize the number of overawards, 

institutions which assemble student aid packages early are 

encouraged to leave at least 35% unmet need in the student's 

total aid package to allow room for late awards. 

Institutions which elect· not to take this approach are 

encouraged to recommend CSAP awards above the minimum of 

$400. Should need be exceeded, the larger awards can be 

reduced without going below the $400 minimum, 

avoiding mandatory withdrawal of the total award. 

Record Keeping and Reporting Requirements 

thereby 

Institutions will be required to maintain proper 

documentation .of eligiblity and disbursements on all 

students they recommend for CSAP awards. This documentation 

shall include, but not be limited to, a needs analysis 

worksheet clearly showing that the student met the financial 

and self-help requirements for a CSAP award and other 

information upon which the student's eligibility was based 

(�._g_., domicile information). A copy of the institutional 

award letter to the student may double as the needs analysis 

worksheet if the data it contains can be used to verify that 

the minimum unmet need and self-help requirements were met 

at the time the student's aid package was assembled. 
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Under the last resort concept, institutions will file 

each year two kinds of reports. The first will provide 

information about applicants, college costs (student 

budgets), and other aid. This information is needed by the 

Council to determine annual institutional allocations of 

CSAP funds. The report, first due in November 1983, will be 

closely patterned after Part II, Sections E and F of the 

Federal Application and Fiscal Operations (FISAP) Report, 

but will include information only for students who are 

Virginia domiciliary residents. Student budgets will be 

those used for in-state students. For example, the November 

1983 report will require resident applicant data for 1981-82 

and resident student budgets and other aid data for 1980-81. 

This data would be used to determine institutional CSAP 

allocations for 1984-85. 

Because institutions need more time to develop FISAP data 

for Virginia residents only, the institutional allocations 

for 1983-84 will be based on the combined resident and non­

resident data taken directly from the FISAP reports 

submitted by institutions in November 1982. These reports 

include 1980-81 applicant data and data on other aid for the 

1979-80 academic year. In order to be.consistent, the cost 

of attendance figures used to help determine 1983-84 

allocations will be the student budgets approved for CSAP 

for 1979-80. 
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The second type of report to be filed annually will 

furnish the Council with demographic information on CSAP 

recipients. Such information is needed for end of year 

reports to the Council. It is also needed for the annual 

report required under the federal State Student Incentive 

Grant (SSIG) Program which provides a large portion. of total 

CSAP funds each year. The report would include, but not be 

limited to, information on the number of CSAP recipients and 

average award amounts (1) by total family income (2) by race 

(3) by sex (4) by student level (5) by independent and

dependent students, and (6) by age category. Because most 

of the information required on this report will be furnished 

directly by CSAP applicants on the VFAF for 1983-84, the 

first report of this kind will not be due until August 1985 

(on 1984-85 CSAP recipients). By providing student data in 

the form. of an end of year report, institutions make 

possible the ·simplified CSAP award nomination procedure 

described earlier in this paper. 
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State Council of Higher Education 

Technical Paper No. 2 

A Proposal For The Implementation of� State-Supported Work 

Program: 

The Virginia Student Employment Program (VSEP) 

THE NEED TO EXPAND STUDENT EMPLOYMENT OPPORTUNITIES 

Several factors support state student employment 

initiatives in Virginia at this time. First, the gap 

between the cost of attending most colleges and the 

resources available to students to meet those costs recently 

has widened. The reason is that the growth in family 

income, even adjusted for inflation, has neither kept pace 

with the increases in college costs nor been offset by the 

modest increases in federal and state support for student 

financial aid programs. Indeed, several federal programs, 

including the campus-based programs which provide need-based 

grant, loan, and work opportunities, have been substantially 

reduced. In addition, federal funding for the non-need 

based work program, the Cooperative Education Program, has 

been cut and the program targeted for future elimination. 
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The widening gap between college costs and the financial 

aid available has shifted more of the total financial burden 

of attending college to the students. Students are expected 

to pay this enlarged share out of past earnings (savings), 

present earnings (work), or future earnings (loans). 

Because relatively few youths have had the opportunity to 

acquire sufficient funds to pay their share wholly from 

savings, and because total reliance on student loans would 

seriously reduce the students' future purchasing power as 

well as increase the probability of future defaults, a 

significant portion of the students' share of college costs 

should come from earnings accrued while the students are 

attending school. 

Of the two major types of self-help aid, loans and work, 

a student employment program is the most cost-effective. 

Work programs. generate additional matching funds from off­

campus employers and can be made reasonably efficient to 

administer. Loan programs are costly by comparison because 

of long-term administrative costs associated with billing 

and collection and lost revenues resulting from defaults. 

Various studies have demonstrated the value of the work 

experience -- especially if that experience is related to a 

student's field of study or career plans. The studies also 

show that students who have participated in student 

employment programs gain quicker entrance into the work 

force at higher starting salaries than students without work 
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experience. 

In summary, imposing a larger share- of college costs on 

students is necessary because states cannot afford to offset 

the total reductions in federal aid. A Virginia student 

employment program is needed to increase the opportunity for 

students to pay, out of current earnings, a greater share of 

the rapidly rising costs of their education. The 

alternative to expanding student employment opportunities is 

to deny many needy students access to college or to force 

these students to mortgage their futures through excessive 

reliance on student loans. 

THE PROPOSED PROGRAM AND ITS RELATIONSHIP TO EXISTING 

STUDENT EMPLOYMENT PROGRAMS 

The main objective of a V irginia Student Employment 

Pro1ram (VSEP) is to ensure access by providing Virginia's 

needy students with opportunities to earn money to help pay 

their share of college costs. A second but equally 

important objective of the VSEP, however, is to provide 

students with the benefit of work experience related to 

their career or educational interests. 

The VSEP ts not intended to supplant 

opportunities currently available under 

Work Study (CWS) and Cooperative 

student employment 

the federal College 

Education Programs 

established at many of Virginia's institutions of higher 
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education. Rather, the VSEP would promote the development 

of additional job opportunities for Virginia students, The 

VSEP'would complement the federal CWS program : 

(1) by emphasizing the relatedness of the work-study job to

the student's educational and career interests. The CWS 

focuses primarily on meeting a student's financial need and 

only secondarily on placing the student in a job related to 

the student's education. 

(2) by emphasizing the placement of students in off-campus

jobs. In Virginia, over 90 percent of students assisted 

under CWS are placed in on-campus jobs. 

(3) by including, as eligible off-campus employers, not only

public and private non-profit organizations, but proprietary 

businesses and industries as well. The CWS bars proprietary 

enterprises from participation as employers. 

sector employer's 

substantially to 

share of student wages 

the total aid dollars 

Virginia's students at no cost to the state. 

The private 

would add 

available to 

(4) by targeting work opportunities to needy students not

placed in jobs under the CWSP. Reductions in CWSP funding 

prevent many students with moderate need from being placed 

in jobs under the program. Moreover, certain needy students 

would benefit more from the off-campus job experience 

available under the state program than from on-campus 

employment under CWS. 
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(5) by limiting eligibility to Virginia domiciliary 

residents enrolled for full-time undergraduate study. Under 

the federal CWSP part-time students, graduate students, and 

out-of-state residents in attendance are eligible. 

The VSEP would also complement existing cooperative 

education programs. First, the VSEP is primarily a 

financial aid program, but one which additionally provides 

benefits from work experience broadly related to the 

students career or educational interests. Cooperative 

Education, on the other hand, is primarily an educational 

program integrated with the students' formal programs of 

study and only incidentally provides financial aid to 

students who participate. 

Second, the target populations served by VSEP and 

Cooperative Education differ, although some overlap may 

occur. The VSEP assists only those students who demonstrate 

significant financial need while Cooperative education 

serves students, independent of financial need, who satisfy 

other kinds of requirements. Generally, these requirements 

include the completion of at least one year of college and a 

minimum cumulative grade point average of 2.0 or higher. 

Students who apply and are placed in Cooperative 

Education jobs or other credit-bearing externships and who 
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also meet VSEP eligibility requirements, as certified by an 

institutional Financial Aid officer, may apply their VSEP 

award to that work assignment. Cooperative Education is 

therefore a potentially important source of jobs for VSEP 

recipients who also desire academic credit or certification 

for the work experience. Jobs developed exclusively for 

VSEP will not normally qualify for academic credit, however. 

HOW THE PROGRAM WOULD WORK: AN OVERVIEW 

The VSEP would be administered as a decentralized campus­

based program. The Council of Higher Education will oversee 

administration of the VSEP through the promulgation of 

regulations and guidelines and the conduct of campus program 

reviews. The Council will also determine institutional 

allocations of funds for the program. A Student Employment 

Program Sub-Committee of the Council's Financial Aid 

Advisory Committee will be 

Comprised of financial aid 

appointed by the Council. 

officers and augmented by 

institutional representatives with experience in student 

employment programs, the sub-committee will assist in the 

development of program regulations and guidelines and also 

provide expert advice to the Council staff regarding needed 

changes in the VSEP. 

Each institutional financial aid office will coordinate 

its program, determine which students receive awards, and 

maintain records on VSEP recipients. 

6 

The central role of 
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Financial Aid Offices notwithstanding, institutions would 

also be encouraged to use other campus units, such as career 

placement and counseling and Cooperative Education, to 

provide expertise and staff support for VSEP in the areas of 

off-campus job location and development and student 

placement, particularly where private business and 

industrial firms are involved as employers. 

Students will apply for the program by filing either the 

College Scholarship Service's Financial Aid Form (FAF) or 

the federal Pell Grant application form. 

institution determines to be eligible for 

VSEP will be notified of their awards by 

Students who the 

placement under 

the Financial Aid 

Officer (FAO). The FAO will base the determination of 

student eligibility mainly on the student's demonstrated 

financial need, the availability of appropriate jobs, and 

total VSEP funds available to the institution for that year. 

The one exception concerns students lacking in basic skills. 

These students should normally not be placed in jobs under 

VSEP, particularly where private sector employers are 

involved, until the required developmental studies courses 

have been completed successfully. 

Institutional aid officers will be notified of their 

annual VSEP allocation under the program in April of the 

academic year preceding the award year. The amount received 

by each institution will be determined by a formula which 

distributes the statewide VSEP appropriation among 
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participating institutions in proportion to the aggregate 

financial need of their eligible students and the number of 

off-campus jobs to which those students have access. The 

specifics of the formula will be developed with the 

assistance of the Council's Financial Aid Advisory Committee 

once the program is statutorily authorized. 

Accompanying the institution's notice to a student of a 

VSEP award will be directions for the student to report to 

the institution's designated student employment center upon 

arrival at the campus if the student plans to accept the 

VSEP award. Institutions will be required to ensure that 

key information on all off-campus job vacancies approved for 

VSEP are listed at the center. This information will be 

secured by the institution from the employer as part of its 

job location and development effort. Prospective employers 

will be required to complete an informational employment 

form providing a brief description of the proposed job and 

the minimum qualifications required of applicants. In 

addition, employers might be asked to specify the skills or 

knowledge a student would acquire as a result of the job 

experience, the minimum work schedule acceptable, and the 

rate of hourly compensation. 

refer to Attachment 1. 

For a sample of such a form, 

At the center, students will secure referral slips for up 

to three vacant positions which they considered related to 

their career or educational interests They will also be 
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issued a work voucher to present to prospective employers 

and information helpful in securing a job. The voucher will 

specify the maximum student compensation that will be 

subsidized with state funds, 

and conditions of the award. 

for arranging 

the subsidy rate and the term 

The students will normally be 

their own off-campus job responsible 

interviews, although institutional career planning and 

placement units might be engaged to provide training in this 

area. 

Employers will, upon hiring a particular student, enter 

on the student's voucher a brief description of the job, the 

hourly rate of compensation, the student's work schedule, 

and any other required certifications. The student will 

then return the completed voucher to the financial aid 

office which, in turn, will notify the campus student 

employment center that the position has been filled. 

Because the work voucher will double as the student-employer 

agreement, copies will be retained by the student and the 

employer as confirmation of the agreement. 

In addition to the student-employer agreement, an 

agreement between each employer and the institution will 

also be required before any student from the institution can 

be eligible for a VSEP wage subsidy for work performed for 

that employer. The institution-employer agreement will 

describe the responsibilities of both parties and will also 

specify how the employer is to report student earnings to 
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the institution as well as how the institution is to 

reimburse the employer for the state's portion of the 

student's wages. 

PRINCIPAL FEATURES OF THE PROGRAM 

Key features of the VSEP include incentives to create 

additional, employment opportunities for students without 

displacing the regular work force. Other important features 

aim at reducing the cost of administering the program. 

Critical to the program's success will be the creation of 

a sufficient number of 

those with 

additional off-campus 

private (proprietary) 

jobs, 

sector particularly 

employers. Two fiscal incentives have been incorporated 

into the program to ensure the development of new jobs. The 

first is a �tate wage subsidy designed to encourage off­

campus employers to hire students. Provisions are included 

to prevent students from displacing the regular work force, 

however. The second is a modest line item appropriation for 

institutional incentive grants aimed at expanding the 

institutions capability to locate and develop off-campus 

jobs for students. The incentive grants would also promote 

more effective regional coordination 

development efforts. 

10 
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State Subsidization of Student Wages 

In order to make it economically feasible for off-campus 

employers to create new jobs for students, a student wage 

subsidy is necessary. Subsidized wages are a common feature 

of all student employment programs where the program's 

primary purpose is to provide financial assistance to 

students. For instance, the federal CWS program subsidizes 

• 

up to 80 percent of a student's wages while work study 

programs offered by states typically subsidize wages at 

somewhat lower rates. In the states which sponsor work 

study programs, wage subsidies are as low as 50 percent for 

students employed by private businesses. Students employed 

off-campus by public or private non-profit organizations 

typically receive a larger wage subsidy. 

In Virginia, under VSEP, the state's share of wages paid 

to students working for private sector employers will be 

limited to 50 percent while 65 percent will be the maximum 

subsidy for students employed by public and non-profit 

agencies, including institutions of higher education which 

elect to employ students on campus. Lower wage subsidy 

rates might be prescribed by program regulations, however, 

in order to further program objectives at the least cost to 

the state. For instance, the state's share of the salary or 

wages paid to an individual student employed under the VSEP 

might be decreased automatically by five percent per annum 

if the student is re-employed in the same position with the 
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same duties a second, third, or fourth year. Such a 

stipulation provides employers with a financial incentive to 

promote capable student employees while recognizing that 

students retained in a position beyond one year are more 

valuable to the employer because of the prior job experience 

they have acquired. The incentive to promote students 

recognizes the students' need to continue to develop new 

skills. It also encourages annual job turnover, which may 

enable other students to benefit from the same job 

experience. 

The VSEP funds targeted for wage subsidies will be 

allocated by the Council to participating institutions each 

year using the criteria described earlier under the section 

entitled "How the Program Would Work: An Overview". For 

1 984-85, a total appropriation of $3. 0 million is 

recommended for student wage subsidies statewide. For 

1985-86, an additional $500,000 is recommended to cover 

program expansion and wage increases brought about by 

inflation. 

Because the wage subsidy under VSEP may make the 

employment of students more economically attractive than the 

employment of regular employees, particularly at the lower 

job classification levels, the program will include 

statutory provisions to prevent the displacement of regular 

or classified personnel. Similarly, the program will 

statutorily prohibit interference with existing contracts 
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for services. VSEP will prohibit the use of state funds to 

compensate, in part, a student who is replacing a regular 

employee unless the postion occupied 

been vacant for at least one year. 

by that employee has 

Similarly, VSEP 

recipients may be placed in jobs with private business only 

if placement will not violate existing labor contracts or 

collective bargaining agreements. VSEP receipients also 

will be barred from filling positions which are temporarily 

unoccupied because of labor negotiations. 

Institutional Incentive Grants for the Support of 

Coordinated Job Location and Development P rograms Among 

Participating Institutions 

Because most student employment in Virginia is on-campus, 

few institutions have the capability to develop off-campus 

jobs and to place students in the numbers that would be 

required under VSEP by 1984-85. The institutional 

capability to locate and develop appropriate off-campus 

positions is made more important because of the VSEP's 

emphasis on job placement related to the students' 

educational or career interests. To qualify under VSEP, 

prospective jobs would have to be evaluated for their 

potential to benefit students not only financially but 

educationally. Oftentimes, such an of evaluation requires 

expertise not possessed by the staff of institutional 

financial aid offices, and perhaps, not by the institution 
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as a whole. 

In order to assist institutions in the development of the 

types and number of jobs required for their active 

participation in VSEP, a appropriation will be needed 

annually for institutional incentive grants. For the 

1984-86 biennium, an appropriation of $500,000 per annum is 

recommended. In addition, an appropriation .of $750,000 for 

is sought for 1983-84 to support the development of off­

campus jobs that will be needed in the fall of 1984 when 

students will first be eligible for placement under the 

program.<1> 

The Council of Higher Education will award the incentive 

grants to institutions or, preferably, to regional groups of 

institutions, on a competitive basis in response to 

proposals submitted by the institutions. The grants would 

function to help institutions expand the number and quality 

of off-campus job opportunities available to their students 

and to strengthen, by promoting regional coordination of 

institutional job development efforts, the relationships 

between business and industry and institutions of higher 

education. Private businesses repeatedly approached about 

student employment by different institutions and different 

offices within the same institution are not likely to 

<1> Approximately $50,000 of this first year appropriation
would be retained by the Council for the development and
distrubiton of the neceesary forms and materials required to
implement the program.

14 Appendix B 



develop favorable impressions of the institutions or student 

employment programs. 

To receive an incentive grant, an institution will be 

required to match in dollars or in-kind contributions up to 

50 percent of the state funds requested in the grant 

proposal. In order to promote regional coordination of job 

development activities, two or more institutions filing a 

joint application for incentive grant funds will have to 

meet only a 40 percent matching requirement. Other factors 

being equal, preference for funding will be given to 

incentive grants proposals submitted jointly by two or more 

institutions. This would be a second means of promoting 

regional coordination of job development activities. Grant 

proposals will be funded only if they include workable plans 

for ensuring intra-institutional coordination of off-campus 

job development among cooperative education, placement, and 

financial aid offices. Improved regional and institutional 

coordination of 

critical if the 

off-campus 

number of 

job development 

off-campus student 

efforts is 

employment 

opportunities is to be expanded efficiently and effectively. 

Institutions seeking to minimize the amount of 

insti'tutional funds required to match VSEP incentive grant 

funds will be strongly encouraged to establish job location 

and development programs authorized under the federal CWS 

program. Under this option, institutions are allowed to 

deduct from their CWS allocation the lesser of 10 percent or 
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$25,000 for use in the development of off-campus jobs. 

Because the jobs developed with federal CWS funds do not 

have to be filled with CWS recipients, institutions may use 

the funds to support the expansion of the VSEP employment 

opportunities. 

The institution's use of the Incentive Grant Funds will 

generally be restricted to non-personnel expenditures. One 

exception to this restriction would apply to grants made to 

regional consortia comprised of two or more institutions. 

In such cases, the regional focus would provide 

justification for up to 50 percent of the incentive grant or 

$25,000, whichever is less, to be used to support personnel 

involved in the coordination of job development efforts 

among the institutions involved. A second exception would 

allow expenditures of incentive grant funds for part-time 

(temporary) help or contractual services where the staffing 

levels or expertise available within the institutions is 

deemed insufficient to achieve the objectives set forth in 

the grant proposal. An example might be the need to secure 

an outside consultant to provide professional training for 

faculty and staff, particularly if the recipient institution 

is initiating a new job development program. A second 

example would be an institution electing to contract with an 

outside agency for job development and placement for the 

summer vacation period(�_.�., The Virginia Program). 

Incentive grant funds may not be used to subsidize 
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student wages or salaries or to supplant federal or 

institutional funds which might otherwise be available for 

the support of student employment activities. Neither may 

grant funds be used to support planning activities after the 

program's first full year of operation. 

With the assistance of a Student Employment Advisory 

Committee, the Council will develop incentive grant 

priorities and establish general guidelines for institutions 

to use in developing proposals. The initial priority might 

be to encourage the expansion of regionally coordinated off­

campus job development programs at Virginia's institutions 

and to establish a statewide job bank which institutions 

could use to refer VSEP recipients to appropriately matched 

summer jobs. In succeeding years, proposal guidelines would 

be revised to reflect the changing priorities for the VSEP. 

The advisory committee will also assist in specifying the 

criteria and procedures to be used by the Council to 

evaluate institutional grant proposals and would advise the 

Council on institutional grant awards. 

Important Cost-Cutting Features .EI. the Program 

Several key features of VSEP promise to minimize the 

cost of administering the program. 

Student Work Voucher.· 

One feature is the VSEP 

The major administrative cost of VSEP, because of its 

17 Appendix B 



focus on off-campus employment related to the students' 

career or educational interests, involves the development of 

jobs and the placement of students in these jobs. The work 

voucher, issued to the student upon arrival on the campus, 

affords institutions the opportunity of shifting much of the 

administrative burden of job development or placement to the 

student. For instance, in a metropolitan area populated by 

many prospective employers, the work voucher, with some 

modifications,<2> could be used by the student to develop 

his or her own job through direct contact with employers. 

The job would have to be approved by the institution upon 

the student's return of the voucher and the submission of a 

job description. Conversely, if referred by the institution 

to a specific employer for a job already approved for VSEP, 

the voucher would enable the student to arrange for his or 

her own placement because, once completed by the employer 

and returned to the institution by the student, the voucher 

serves as the official employer-student agreement. 

Ensuring an appropriate match between a specific job and 

an individual student is a difficult task, but a necessary 

one given the objectives of VSEP. A second cost-cutting 

feature of VSEP reduces the burden of evaluating the job 

<2> The work voucher would include (1) a list of the 
criteria for approving jobs under the program, (2) the 
maximum amount of the student's VSEP award, (3) the
percentage of the student's salary that would be reimbursed 
by the state, and (4) who to contact at the institution for 
additional information. 
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experience and the job's relationship to the student's 

career or educational interests by relying on the student 

for this information. Most state student employment 

programs similar to VSEP rely on institutional staff to make 

these determinations, a practice which adds significantly to 

the operating costs of these programs. 

A third cost cutting feature is tied to the decentralized 

administrative structure of the program which limits the 

state's administrative role program review and reporting. 

This structure makes possible the institutional reporting of 

expenditures and recipient 

comparable to that which 

data as a an 

will be 

restructured College Scholarship 

end-of-year report 

required under the 

Assistance Program 

beginning in 1984-85. In fact, eventually the reports for 

the two programs may be combined. Because most state work 

study programs are not fully decentralized, they involve 

considerably more transmittal of information between 

institutions and the administering state agency, a fact 

which contributes to increased administrative costs. 

OTHER PROGRAM PROVISIONS AFFECTING STUDENT RECIPIENTS, 

INSTITUTIONS, AND EMPLOYERS 

In addition to incentives aimed at increasing the number 

of jobs for students · and structural features designed to 

minimiz9 administrative costs, several other features of the 

program are important. Included are provisions governing 
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awards, work schedules, eligible employment opportunities 

and disbursements and reallocation of unused funds. 

Student Awards 

The state work-study award, when combined with the 

student's resources and other forms of financial aid, will 

not exceed the student's demonstrated need. The maximum 

amount of an individual's award, including both the state 

and employer's shares, will be 

institutional Financial Aid officer. 

not exceed $3,000 per year. 

determined by the 

However, the total may 

A minimum award under VSEP is also desirable. Because 

off-campus employers will need to invest in some training of 

student employees, they will want to be assured of a 

significant .return in the form of a miniil'.um period of 

productive student employment. Normally, this would require 

that a VSEP award be sufficient to cover a minimum of two 

terms of part-time work during the academic year or full­

time employment for the entire sum.mer vacation period. 

Accordingly, the minimum award will be set at $1,000 in 

total compensation (State and employer shares). A minimum 

award as high as $1,000 is desirable because the hourly 

wages for most off-campus jobs will be higher than the 

minimum federal wage which is typically paid to students 

employed on campus. Higher wage rates result in less 

employment time per award dollar. 

20 
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estimated compensation rate of $4.00 per hour, a $1,000 

award buys only 250 hours of employment. Working 20 hours 

per week, a student would exhaust a $1,000 award in just 

under 13 weeks. 

Student Work Schedules 

Students will be allowed to work up to 24 hours per week 

while attending classes and up to 40 hours per week during 

vacation periods including summer vacations. Enrollment for 

summer term courses might limit the hours worked per week 

during the summer vacation, however. Notwithstanding the 

maximum work schedule allowable, the student's approved 

employment schedule should not be permitted to intefere with 

the academic progression normally expected of a student 

enrolled full-time at the institution. 

Eligible Employment Opportunities 

Students should be placed in off-campus jobs whenever 

possible, A student may be employed on campus only if an 

appropriate off-campus position is not available or if the 

on-campus position would provide a demonstrably better 

educational experience for the student. A particular 

student's preference for on-campus employment is, of itself, 

insufficient as justification for on-campus placement. The 

maximum number of on-campus placements under VSEP shall not 

21 Appendix B 



normally exceed 5 percent of the institution's total VSEP 

placements, without Council approval. 

Fach institution placing students in on-campus jobs under 

VSEP will be required to develop a job classification 

schedule for the compensation of those students. The 

schedules will be submitted annually to the Council of 

Higher Education for approval. An example of such a 

schedule (developed by the University of Washington for the 

Washington State Work Study Program) is included as 

Attachment 2. 

Institutions in rural areas of Virginia which do not have 

access to a sufficient number of local off-campus jobs might 

use VSEP primarily as a summer work program for students 

willing and able to leave the area during that period in 

order to secure full-time employment, 

permanent residences of their families. 

perhaps near the 

These students 

would receive their awards in the spring. Students planning 

to enroll at an institution for the first time in the fall 

term would not be eligible for placement under VSEP in the 

summer immediately preceding that term. 

Out-of-state agencies or businesses may also be eligible 

employers for recipients of VSEP awards, subject to legal 

approval by the Attorney General's office, but only if the 

employer is within commuting distance of a Virginia 

institution located nea� the borders of a neighboring state. 

Advance approval of out-of-state employment 
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required. Out-of-state job placements will normally not 

exceed two percent of the total number of VSEP placements 

per academic year at any institution without prior Council 

approval. 

Disbursement of Funds and Reallocation of Funds Not Used 

As noted earlier, institutions would receive their annual 

disbursement of VSEP funds, as determined by a formula to be 

developed after the program's authorization, in the first 

month of the fiscal year. The amounts to be allocated would 

be made known to each participating institutuion by April 

preceding each award year. 

Institutions would report and refund to the Council by 

January, of each award year, any funds which remain 

uncommitted. These funds would then be reallocated to 

institutions in proportion to the amounts of additional 

funds institutions report that they need. 

Amounts of unused funds returned to the Council after 

January should not normally exceed two percent of the 

institutions total VSEP allocation for that year. 

Institutions returning amounts of unused funds exceeding two 

percent (after March 1) will be subject to having their 

allocations for the next year reduced by the amount of the 

overage (the sum in excess of two percent of the 

institution's allocation). This procedure will ensure that 
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the distribution of VSEP funds works to the maximum 

advantage of students the VSEP is designed to serve. 

A TENTATIVE PLAN FOR IMPLEMENTING THE PROGRAM 

The program is tentatively scheduled for initiation in 

1983-84 in order to be able to assist students beginning in 

1984-85. To provide the additional jobs needed by fall 1984 

and to develop and distribute to institutions the necessary 

regulations, administrative procedures and forms, a

supplemental appropriation of $750,000 will be requested for 

1983-84. Approximately $50,000 of this initial year 

appropriation would be retained by the Council to cover the 

additional expenses of implementing the program (�.g., the 

printing costs for standardized forms for employers to use 

when requesting from institutions reimbursement of the 

state's share· of student wages). The remaining $700,000 

would be used to fund 1983 Institutional Incentive Grants 

for job location and development. 

The first step in implementing the program would be the 

establishment of a Student Employment Program Sub-Committee 

in March 1983. The sub-committee's first task w�uld be to 

develop information publications about the program for 

distribution in the fall of 1983 to employers and 

counselors, students and the general public. Included among 

the latter publications would be information about 

application procedures. The second task of the committee 
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would be to develop the various forms and working documents 

needed by employers and institutions to "administer the 

program as well as model institution-employer and Council­

institution agreements which would specify the 

responsibilities of the respective parties under the 

program. Forms for employers to use in evaluating the 

program and the students they employ would also be needed 

along with forms on which VSEP recipients would evaluate the 

work experience (av the end of each year). 

By March 1984, the committee would have developed the 

criteria and guidelines needed by institutions to prepare 

proposals for job development incentive grant funds. These 

funds would be awarded to institutions in April or May of 

1984, subject to the 1984 General Assembly appropriating 

funds for student wage subsidies for 1984-85. 

The committee would also have agreed by March 1984 on an 

allocation formula which would be used to determine the 

amount of VSEP wage subsidy funds each institution 

participating in the program would receive in 1984-85. 

Institutions desiring to participate in the program in 

1984-85 would have declared their interest in doing so prior 

to January 1984· Allocations for 1984-85 would be released 

to participating institutions in April 1984. 
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State Council of Higher Education 

Staff Technical Paper No. 3 

A Tentative Implementation Plan for the 

Proposed Merit-Based Scholarship Program 

The Commonwealth Scholarships for· Excellence Program 

(CSEP) would 

scholarships to 

provide competitive, 

a small number of 

merit-based state 

Virginia domiciliary 

residents electing to enroll as first-time undergraduate 

students at eligible Virginia colleges. Most of the 

scholarships would be targeted to recent high school 

graduates. However, a small number of awards would be 

reserved each year for outstanding adults at Community 

Colleges who desire to pursue a baccalaureate degree at a 

senior institution. The objective of the program would be 

to give statewide recognition to outstanding individuals, 

thereby encouraging them to pursue their undergraduate 

studies in Virginia. More important, the program would 

represent a tangible commitment of the Commonwealth to 

quality education at all levels. Quality education in the 

classroom is as much a function of outstanding students as 

it is outstanding faculty. 

Awards 

The amount of an individual scholarship would be set at 

$3,000 per year, independent of the students' financial 
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need. Once awarded. 

the student's request 

the scholarships would be renewed at 

for the number of years of full-time 

study required to complete the program. normally not to 

exceed two years for an associate degree program and four 

years for a baccalaureate · degree program. lbe scholarship 

would be transferable among eligible Virginia institutions. 

Renewal of a scholarship. however. would not occur (1) if a 

student's grade point average at the close of the preceding 

academic year as less than 3.0 for freshman, 3.2 for 

sophomores and 3.4 for juniors (on a four-point scale), or 

(2) if the student failed to be advanced to the next highest

student level by the opening term of the award year. 

Funding 

The program would be supported by a state appropriation 

not to exceed $500,000 per year. Additional private sector 

funds might be accepted to offset the cost of the program in 

the future, but such funds would not be actively solicited. 

Phased in over a four-year period. beginning in 1984-85, 

operation of the program would not be fully funded until 

1987-88. In 1984-85, for instance. $150,000 would be needed 

to award $3,000 scholarships to 50 first-time students. In 

1985-86, an appropriation of approximately $300,000 would 

fund about 50 new scholarships in addition to the renewal 

awards for those recipients who continue their studies at 
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Virginia institutions and who also meet the program's 

minimum standards regarding sustained academic achievement. 

By the program's fourth year, there would be about 160 

scholarship recipients in all four classes receiving a total 

of about $500,000 per annum. 

Administration 

A statewide scholarship program of the size described 

above would be relatively inexpensive to administer. 

Outstanding high school candidates could be identified 

efficiently from lists published each fall by the National 

Merit Scholarship Corporation. Two lists are available. 

The first lists high school seniors designated as semi­

finalists for the National Merit Scholarship Program 

Competition. About 

that list per year� 

300 Virginia students are included in 

The second list includes black high 

school seniors chosen as semi-finalists in the National 

Achievement Scholarship Program for Outstanding Negro 

Students. About 30 black Virgjnians are listed. 

Outstanding adult semi-finalists for scholarships would 

be identified with institutional help from the pool of 

sophomores attending Virginia's two year colleges. About 

five scholarships per year would be reserved for adult 

recipients who pursue baccalaureate degree study at one of 

Virginia's eligible senior institutions. The criteria for 
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identifying adult semi-finalists would include, but not be 

limited to, the students' cumulative grade point average at 

the Community College and the recommendations of appropriate 

college officials. 

In part, because of the confidentiality of information 

collected by the National Merit Scholarship Corporation, all 

information and recommendations supporting candidates for 

CSEP awards would have to be secured by the Council Staff 

directly from the high school or two year college the 

candidate is attending. Consent to provide that information 

would have to be secured using a simple application form 

bearing the student's signature. Tile Council staff would 

collect the information between September and December of 

the calendar year preceding the opening of the academic year 

for which the scholarship would be awarded. 

In January, the Council would convene a five-member 

scholarship selection committee to review the supporting 

data and recommend scholarship candidates to the Council for 

initial and renewal awards. TI'le committee would be 

comprised of outstanding leaders from education, government, 

private sector business and the Council Staff. Award offers 

would be issued beginning in March to the top candidates 

and, following the acceptance of all 50 awards (but not 

later than August each year), an official awards ceremony 

would be held for all first-time recipients. TI'le ceremony 
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would not only honor the scholarship recipients and their 

families, but would annually publicize Virginia's commitment 

to excellence. 

Disbursements of student scholarship funds would be 

issued to institutions each term using procedures similar to 

those employed for CSAP and TAGP. Institutions would be 

responsible for certifying that the student meets the 

eligibility requirements for award receipt and renewal. 

In order to implement the program for 1984-85, 

authorizing legislation for the program would have to be 

enacted by the 1983 General Assembly, because the processing 

of candidates for 1984-85 awards would have to begin by 

September 1983. It is important to note, however, that no 

appropriation of funds for the program would be required for 

1983-84. 
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RESPONSES OF OTHER STATES 

TO REDUCTIONS IN FEDERAL STUDENT ASSISTANCE PROGRAMS: 

AN OVERVIEW 

State Council of Higher Education for Virginia -- May 26,1982 

INTRODUCTION 

In addition to the tuition and fees collected from students, higher 

education draws its financial support from two major sources. Public 

institutions receive direct support from state or local governments in the 

form of appropriations. Both public and private institutions receive 

additional indirect support in the form of state and federal financial aid 

dollars awarded to their students. 

During the last year, financial aid has become a major issue at both the 

state and federal levels. The current Administration's attempt to lower the 

national budget deficit by reducing or eliminating support for social 

programs, including education, has already resulted in substantial reductions 

in federal student grant, loan and work-study programs. 

have not proved debilitating to higher education. 

reductions proposed for 1983-84, if adopted, may 

The cuts made to date 

However, the major 

have serious effects. 

Anticipation of this possibility has led many states to initiate or consider 

new student aid programs in order to ensure that student access to higher 

education is maintained and that the distribution of students among 

institutions is not unduly disrupted by enrollment shifts from higher-cost to 

lower-cost institutions. 

The main purpose of this paper is to acquaint the reader with new student 
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aid initiatives which are proposed or are underway in other states. The paper 

is divided into four sections. State work programs are discussed in Section 

I. Section II describes new state loan programs. Section III explores 

innovative grant and scholarship programs. Other state programs of interest 

are described in Section iv. A compendium of detailed information on specific 

work study and loan programs is attached. 

No attempt is made in the paper to present a comprehensive picture of all 

state programs in operation today. Rather, the paper emphasizes recent 

initiatives or program modifications made by states in direct response to cuts 

in federal aid programs. 

The information presented in the paper was obtained by a telephone survey. 

Thirty two states known to be initiating or considering new student aid 

programs or to have existing programs of potential interest were contacted. 

Each was asked to provide the Council staff with copies of all available 

information about its activities. These materials included legislation, 

regulations, guidelines, proposals and studies. Staff review of the materials 

frequently resulted in a follow-up call to secure more detailed information or 

to clarify certain points. 
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I. THE STATE WORK PROGRAMS

INTRODUCTION 

Five states have had operating work-study programs for several years. 

Partly because of the reductions in federal student aid programs, however, 

several other states have begun implementation of work-study programs or have 

proposals under serious consideration. No state-level initiatives regarding 

cooperative education programs were identified. 

There are several factors in addition to the reductions in federal student 

aid funds which have prompted states to consider state work study programs. 

Among these are: 

1. The desire to establish stronger ties between higher education curricula

and work, thereby improving opportunities for post-graduate employment; and 

2. The states' desire to secure business

programs that directly benefit the private 

further support of educational institutions. 

and industry support of college 

sector and lead potentially to 

Among the states with programs in operation for some time are Pennsylvania, 

Connecticut, Colorado, Minnesota, and Washington. States where new work 

programs are being considered include Alaska, Delaware, Florida and Kentucky. 

New York has just begun implementation of its new work program to be phased in 

over a three-year period. 

THE FEDERAL PROGRAM 

The unique character of the states' work programs is most visible when 

viewed in relation to the federal College Work-Study Program (CWSP). The CWSP 
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is a campus-based program. Institutions participating in the program are 

responsible for administering it in compliance with federal law and 

regulations. The role of the federal government is limited to funding and 

regulation • 

The purpose of the CWSP is to ensure the availability of part-time job 

opportunities for students who need help in order to finance their education. 

To accomplish this purpose, the federal government annually allocates to 

institutions funds which may be used to pay up to 80 percent of the wage costs 

of the students who are given jobs. Students must be paid at least the 

minimum hourly wage under the program. Although providing financial 

assistance is the primary objective of the CWSP, federal regulations also 

encourage institutions to place CWSP recipients in jobs which complement the 

students' educational programs and career interests. 

Eligible employer organizations are restricted to public or private, non­

profit organizations or agencies. Privately owned "for-profit" businesses or 

industries and individuals are not eligible to participate as employers under 

the CWSP. 

In order to receive a CWSP award, students must generally be enrolled for 

at least half-time study and must also be making satisfactory progress in an 

eligible academic program. The students must, in addition, have financial 

need in order to qualify for an award. Both graduate and undergraduate 

students are potentially eligible if they are U. s. citizens or permanent 

residents. The amount of an award, including all other student aid, cannot 

exceed the individual student's financial need. 

THE STATE PROGRAMS 
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By and large, the state work study programs are modeled after the federal 

CWSP. Some state work study programs such as those in New York and 

Pennsylvania do little more than supplement the funds that institutions which 

employ students on-campus must come up with to meet the 20 percent matching 

requirement under the CWSP. The work programs in other states stand 

independent of the CWSP and have modified objectives. 

Generally, these independent state programs are targeted to a narrower 

spectrum of the total student population, in some cases addressing the needs 

of students ineligible for assistance under the CWSP. In Colorado, for 

instance, 25 to 30 percent of state work study funds are targeted to students 

who cannot demonstrate financial need but who are likely to benefit from the 

work experience. 

In Washington, the state work program is targeted to students with moderate 

need (middle income students) who would otherwise have to finance their 

education with student loans. The student's financial need, however, must be 

sufficient to permit an award large enough to ensure a meaningful employment 

experience. In contrast to the federal CWSP, the Washington program assigns 

top priority to matching the students' educational program and career 

interests with the position the student is assigned. In Alaska a proposal for 

a program similar to Washington's was recently defeated in the legislature. 

Although the bill did not pass, it received a good deal of support and is 

expected to be introduced again in the next legislative session. 

Minnesota's work program is more like the CWSP by virtue of the primacy it 

assigns to financial need over that of job experience. However, it, too, is 

set apart by being targeted to needy students who, in addition, may not be 
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eligible for other types of aid. The program restricts eligibility to full-

time undergraduate and graduate students. 

Generally, state work programs are targeted to serving in-state residents 

with priority given to undergraduates. Where the state programs function 

partly to provide matching funds for the federal CWSP or where they duplicate 

the CWSP in terms of clientele served, a maximum award limit may be imposed. 

For instance, Connecticut's program which parallels most closely the CWSP has 

a maximum award of $1,500, even if the student's need is greater. 

Under several state work programs, the objective of providing students with 

a meaningful work experience achieves primacy over the objective of meeting 

financial need. State programs with this emphasis also tend to differ from 

the CWSP in other important ways. The first is involvement in the state 

programs of a wider variety of employers (job diversity). The Minnesota 

Program, for instance, includes as eligible employers any handicapped person 

or person over 65 years of age who could benefit from the help provided by a 

work-study student. 

making businesses 

Yet another example is found in Washington where profit­

are encouraged to participate as student employers. 

Washington's contribution for such off campus employment, however, is limited 

to 65 percent of the student's wages. The maximum state share of wages paid 

by participating public and private non-profit institutions of higher 

education, on the other hand, remains at 80 percent, the same as that allowed 

under the CWSP which excludes proprietary enterprises from participation. 

Delaware and Florida presently have proposals for work programs under 

consideration which also permit 

participate. According to the 

profit-making businesses and industries to 

Delaware proposal, expanding the scope of 
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employers gives students valuable exposure, both to the expectations of 

private sector employers and to a greater variety of careers. 

A second difference between the state and federal work programs concerns 

student wages. The 

federal minimum wage 

characterize state 

state programs often require compensation exceeding the 

established for the CWSP. Higher wage requirements 

programs which assign primacy to achieving a close 

relationship between the job and the students' educational program and career 

interests. For instance, the Washington work program which has this as its 

primary goal requires that the rate of student compensation be equal to the 

entry level salary for a comparable position with the employing organization. 

Similarly, Colorado requires that student wages be commensurate with the 

duties and responsibilities of the job. More specifically, regulations direct 

that compensation must equal at least 85 percent of the rate of regular full­

time employees performing the same work. Moreover, compensation rates of less 

than 100 percent may be justified only on the basis that students are 

temporary employees and may be given somewhat less responsibility than their 

full-time counterparts. 

In summary, the state work-study programs, with few exceptions, reflect 

greater concern about the relationship between education and work than the 

federal CWSP which assigns primacy to the goal of providing financial 

assistance. This concern is manifested in the programs' governance and key 

characteristics, one of which is the involvement of a more diverse array of 

employers. The state programs are also targeted in many cases to serve 

students not helped by other programs, including the CWSP. For a more 

detailed comparison between state work programs and the CWSP, refer to Tables 

land 2 in the Appendix. 
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II. STATE LOAN PROGRAMS

INTRODUCTION 

Several states have established new loan programs to ensure that the loan 

funds available in their states will be sufficient to maintain acceptable 

levels of student access to higher education. Many other states are 

contemplating similar actions. The pressures to establish state loan programs 

stem from: 

1. The perceived effects on enrollment of the exclusion of many students from

the federal Guaranteed Student Loan Program (GSLP) as a result of newly 

imposed eligibility requirements. In Virginia, the more restrictive 

eligibility requirements could reduce loan volume by as much as 30 percent in 

the 1982-83 academic year. 

2. The belief that students denied a GSL would defer enrollment or attend a

lower cost institution rather than pay the higher 14 percent interest rate 

required under the recently established supplement to the GSLP, referred to as 

the federal PLUS (auxiliary) loan program. 

3. The uncertainty about the success of federal proposals to curb GSLP costs

by reducing or eliminating the special allowances and in-school interest 

subsidies paid to lenders by the federal government. These federal subsidies 

are the major incentives for private lenders to participate in the GSLP. 

4. The belief that the rising costs of attendance coupled with possible sharp

reductions in federal support of gift aid and work-study programs will make 

access to loan funds the critical determinant in providing access to higher 
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education, particularly at high cost institutions. 

THE FEDERAL PROGRAMS : BACKGROUND 

The GSLP makes low interest loans with attractive repayment provisions 

available to undergraduate and graduate students to help them finance their 

education. Lenders participating in the GSLP in Virginia from the private 

sector include banks, savings and loan associations and credit unions. 

Virginia has also established a quasi-public direct lender, the Virginia 

Education Loan Authority (VELA), to supplement the loan capital made available 

by private sector lenders. 

of tax-exempt revenue bonds. 

The VELA derives its loan funds through the sale 

Financial 

bond sales and other transactions are 

faith and credit. 

obligations incurred by VELA through 

not backed by the Commonwealth's full 

The passage in 1978 of the Middle Income Student Assistance Act (MISAA) 

opened the GSLP to virtually all students regardless of need by removing the 

$25,000 family cap above which students were ineligible to receive a GSL. 

Removal of the income cap not only ensured assistance for needy middle income 

students previously ineligible for GSL's, but made it profitable for some 

higher income students to borrow the maximum amount and use it for a variety 

of non-educational purposes. 

one result of the MISAA.

Runaway program costs at the federal level were 

In order to bring the costs of the GSLP under control, the Congress re-

established an income cap, effective in October, 1981. 

eligibility to students whose family incomes fall below 

The new cap extends 

$30,000. Students 

from families whose 

needs test which, 

incomes exceed $30,000 are 

if the students' family 

9 

eligible only if they pass a 

income exceeds $75,000, is 
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especially stringent. 

Under the GSLP, undergraduates may borrow up to $2,500 in an academic year 

with an aggregate limit of $12,500. Graduate students are eligible to receive 

up to $5,000 annually with a total indebtedness of $25,000 (including loans 

previously received as an undergraduate). New loans carry a 9% interest rate 

which is paid by the federal government in the form of an interest subsidy 

while the student is in school. Repayment is deferred until six months after 

the student graduates or leaves school. A student may take up to ten years to 

repay the loan. 

The federal government has also established a new loan program known in 

Virginia as the PLUS program. PLUS loans are not as financially attractive to 

students as are GSL's, nevertheless, they cost less than most commercial 

loans. The interest rates for PLUS loans is 14 percent with repayment 

commencing not later than 60 days after disbursement, except in those cases 

where the borrower is attending school full time. In such cases, repayment 

may be deferred but only with regard to the loan principal. Deferment of 

interest payments is not permitted except by special arrangement with the 

lender. The maximum PLUS loan is $3,000 per year for all but independent 

undergraduate students ($2,500) with a cumulative limit of $15,000 on the 

total amount borrowed including the total borrowed under the GSLP ($12,500 for 

independent undergraduates). Targeted to the parents of dependent 

undergraduate students, independent students and graduate students, the PLUS 

program may become an important source of aid for students unable to qualify 

for a loan under the GSLP. In Virginia, PLUS loans will be available through 

participating private sector lenders. 
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Important to the success of the federal GSL and PLUS programs are the 

built-in incentives which encourage lender participation by increasing the 

earning power of loan capital and ensure.that loans made available to students 

are less costly than commercial loans. A state program, in order to be 

effective, must have provisions which accomplish these same ends. 

The first incentive is an in-school interest subsidy whereby the federal 

government pays the student's interest on the GSL principal while the student 

is in school. Repayment of the principal is deferred until the borrower 

leaves school. This subsidy not only benefits student borrowers but lenders 

as well because of the savings from not having to bill individual borrowers. 

A second incentive is the government's payment to lenders of a special 

allowance which amounts to the difference between the interest rate the 

student pays (7 or 9 percent) and the prevailing market interest rate which is 

tied to the 91-day treasury bill rate. The fact that the loan is insured by 

the federal government against student default, disability or death 

constitutes a third incentive. There is virtually no capital risk for 

lenders. The fourth major incentive is the provision of a secondary loan 

market (The Student Loan Marketing Association) which enables lenders to sell 

loans for quick liquidity before they enter repayment status. A secondary 

market can promote the recirculation of loan capital and free lenders from the 

additional expenses associated with loan.billing and collection. 

THE STATE PROGRAMS 

The concept of state loan programs is fairly new and only a few states have 

fully operational programs. However, a number of states are seriously 

considering establishing such programs. Several of them have developed 
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proposals. 

Some of the state loan programs act primarily to increase the amounts 

students can borrow above the limits set by the GSLP and PLUS programs. In a 

sense, they piggyback on those programs. Several proposals from Connecticut 

fall into this group. One of Connecticut's proposals, for instance, would set 

the maximum loan amount at an amount considerably higher than the $3,000 

ceiling permitted under PLUS. The first $3,000 would be federally-insured 

under PLUS and carry the PLUS interest rate of 14 percent. The amount 

exceeding $3,000 would be insured by the state and carry the prevailing market 

interest rate. One problem cited in the proposal is that Connecticut would be 

responsible for the portion of the loan that it insured if the borrower 

defaulted. 

Other state programs seek to fill the service gaps resulting from the cuts 

in federal aid, particularly the one brought about by the changes in GSLP 

eligibility requirements (the $30,000 income cap). For instance, a second 

Connecticut proposal calls for loans to be targeted to the parents of 

dependent undergraduates eliminated from GSLP eligibility because their family 

income exceeded the $30,000 cap and no need could be demonstrated. The 

program would conform to PLUS regulations except that the interest rate levied 

on borrowers would be set at 9.5 percent (versus 14 percent under PLUS), only 

a half percentage above the GSLP rate. The proposal cautions, however, that 

because the interest rate on tax exempt bonds ·is presently higher than 9.5 

percent, the state would have to make up the difference. The administrative 

costs and the costs of defaulted loans (state-insured) would also have to be 

taken into consideration. 
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Several specific loan program options are of interest. One is another 

Connecticut proposal which would establish a revolving loan fund at public 

institutions. The funds would be raised through the sale of tax exempt 

revenue bonds. A portion of the bond proceeds would be used to disburse 

educational loans to the school's students who do not qualify for federal aid. 

The remaining funds would be reinvested to lower program costs. The state 

would absorb the costs of program administration, defaulted loans, and any gap 

between the bond indebtedness and the revenues generated from the invested 

portion of the bond proceeds. 

Alaska has supported a similar revolving loan fund program for 11 years. 

Capital for loans was initially appropriated by the state. Loan principal and 

interest are paid back into the account to be used for new loans and to pay 

administrative costs. If the estimated funds available are inadequate fully 

to fund projected loan volume in 

appropriations may be requested. 

any fiscal year, additional state 

Eligible Alaska undergraduate and graduate students enrolled as full-time 

students may borrow up to $6,000 and $7,000 per year, respectively, at a five 

percent interest rate. Undergraduate or graduate students may not receive 

loans for more than five years with an aggregate limit for both undergraduate 

and graduate studies of eight years. Repayment begins no later than one year 

after the borrower terminates his or her studies. Up to SO percent of the 

loan principal and interest may be cancelled if the borrower remains a 

resident of the state. 

The Connecticut proposal for a revolving loan fund cites several 

reservations. The major concern is the possibility that if money currently 
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used for grants or tuition waivers is diverted to support the program, 

assistance for low income students could be jeopardized. Such a program, 

according to the author, 

finance one's education. 

could also result in an overdependence on loans to 

A second loan program potentially of interest here in Virginia is one 

designed to serve students enrolling at high cost independent colleges and 

universities. Designed to supplement the GSLP and PLUS programs, such a 

program is purported to help reduce the dependence of private institutions on 

government funding. Programs of this type recently have been established in 

Illinois and Massachusetts; they are being considered in Florida, Connecticut 

and Maryland. 

The predominant structure of this type program requires an independent loan 

authority to be established and given power by the state to sell tax-exempt 

bonds. The credit and full faith of the state, however, are not pledged. 

Financial obligations are shared by the Authority and the participating 

private institutions. The Authority sells bonds and, in turn, lends the bond 

proceeds to participating colleges and universities at a fixed rate of 

interest. The institutions then re-lend these funds to eligible students and 

parents. Each institution sets its own interest rates and repayment terms 

which vary depending on the subsidies the institutions can afford to provide. 

The Authority issues bonds in the amount that institutions or groups of 

institutions wish to borrow based on the institutions' estimates of loan 

demand. Institutions must contribute funds or collateralize properties and 

endowments to provide security for the bonds as a condition of participation. 

Some institutions may have difficulty in meeting these requirements. 
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A third type of program, considerably different from all others, has been 

proposed by John Silber, President of Boston University. Originally conceived 

as a federal alternative to the GSL and PLUS programs, the program may be 

difficult to apply at the state level. The uniqueness of the idea, however, 

makes the program worth considering. Named the Tuition Advance Fund (T.AF), 

the program is based on the assumptions (1) that the price of higher education 

should be borne by those who receive it, and (2) that higher education is a 

long-term investment whose costs can be repaid from the lifetime earnings of 

recipients. 

Under the T.AF, the government would establish a fund from which any 

undergraduate student, regardless of need, could draw an advance (loan) for 

tuition and reasonable living expenses. In place of interest, a simple 

surcharge of 50 percent of the total amount borrowed would be capitalized and 

added to the loan principal to make up the total amount owed. Payments would 

be due in any year during which the borrower's income would equal or exceed 

$10,000 with payments being levied in the form of payroll deductions ranging 

from two to six percent, depending on the borrower's income level. Therefore, 

students who earn high incomes after graduation would pay back their debt 

quickly, while students with incomes only slightly above $10,000 might 

continue to pay throughout their working lives. Persons with annual earnings 

of less than $10,000 would not be required to repay the loan. 

Because repayment is accomplished through payroll deductions, defaults are 

not possible. Repayments are redeposited into the fund. A portion of the 

fund is invested to cover costs. The fund, according to Silber, should become 

self-sustaining within 20 years. 
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Before the TAF could be considered in Virginia as an alternative loan 

program, several important issues would need to be resolved. The state would 

need to determine (1) if its present tax structure and administrative 

machinery could handle the payroll deduction, and (2) what alternative 

repayment provisions would be needed to accommodate borrowers who leave the 

Commonwealth to reside elsewhere. 

In summary, the state loan programs are mostly geared to assisting students 

who desire to enroll at higher cost institutions. The structure of these 

diverse programs as well as their financial characteristics and governance 

varies with the kinds of students and institutions they are designed to 

assist. For a more detailed comparison between state loan programs and the 

federal GSL and PLUS programs, refer to Tables 3 and 4 in the Appendix. 

A third 

what might 

III. SCHOLARSHIP AND GRANT PROGRAMS

type of student aid program examined as 

be termed "unique" scholarship and grant 

part of this paper were 

programs, particularly 

those partly supported by private business and industry. Such programs are of 

special interest because if implemented in Virginia: 

1. They might increase the amount of funds made available in Virginia for the

support of undergraduate and graduate gift aid without overtaxing limited 

state revenues; and 

2. They might further the efforts of Governor Robb and Virginia's General

Assembly to expand employment opportunities, stimulate industrial development 

and upgrade the quality and value to the state and its citizens of selected 

academic programs at Virginia's institutions of higher education. 
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The Council staff's telephone survey of the states revealed only two direct 

state government initiatives of this type (Colorado and Alaska). Arizona 

officials, however, also reported a unique institutionally initiated/state­

endorsed program which has achieved statewide recognition for its positive 

achievements. 

One state effort is a pilot project in Colorado designed to test the 

assumption that private donors will be more willing to make contributions if 

they know their funds will be matched by state funds. The state has set aside 

funds to match a portion of all 1982-83 contributions to student aid in excess 

of the amount raised in 1981-82. Institutions may use the state matching 

funds for need-based grants, merit-based scholarships, work-study awards or 

loans. Only public two and four-year institutions are eligible to participate 

in the program, however. 

A similar state initiative is Alaska's legislative proposal to establish a 

Cooperative Scholarship Program. Under this program, the state would match 

contributions made to institutions by private industry for the purpose of 

providing student assistance. For each scholarship, the institution and the 

sponsoring business would agree on the terms and conditions of the scholarship 

and specify the academic discipline for which the scholarship would be 

offered. The state would match each scholarship up to $2,500. Alaska's Bill 

did not pass in this year's legislative session, but it is expected to be 

reconsidered next year. 

A third scholarship program was the indirect result of a project undertaken 

by Arizona State University (ASU) with support from state government and 

private industry. The program's success stems from the reciprocal benefits 
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enjoyed by ASU and participating industries. Initially, the University asked 

industry to assist in the evaluation of its engineering curriculum and to help 

in the development of a plan designed to upgrade the quality of the 

engineering curriculum and research facilities. The result was a five-year 

plan requiring a total commitment of $32 million divided among state(61%) and 

federal(9%) governments and private industry(30%). The plan targeted funds 

for the construction of a new engineering building, the acquisition of new 

equipment, the support of research projects, and the funding of scholarships 

in certain disciplines. Now only in its second year, more than $23 of the $32 

million called for in the plan has been raised. 

In addition to the student scholarships, the benefits to both institutions 

and industry are readily apparent. For example, prior to the plan's 

development, ASU had no computer science department and offered computer 

science courses as part of its engineering program. With support from 

industry and state government, a separate computer science department was 

established, and the quality of the computer science program was ensured. In 

response to certain industry needs, ASU also established a Center for 

Professional Development for continuing education in engineering and has since 

expanded the number of its offerings by a factor of five. In the fall of 

1982, a closed circuit television system will be installed in nearby 

industrial plants to allow working engineers to take college courses. 

Industrial leaders led the move to obtain the necessary state support for 

the plan, shepherding it successfully through the legislative process. They 

also took an active role in securing the necessary financial support from 

their own companies. 
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The state also benefited from the close ASU-industry relationships 

Because of the program and ASU'S responsiveness to industry's needs, a 

computer company has decided to relocate to the state. 

jobs will be created as a result. 

More than 3,000 new 

IV. OTHER STATE PROGRAMS

As a part of the Council's telephone survey, officials in other states were 

asked to identify any other student aid programs in their state which might be 

relevant to Virginia's study of zinancial aid under SJR 81. Several programs 

were identified. 

The proposals of two states, if adopted in Virginia, 

provide assistance to students attending proprietary (for 

Maryland, for instance, has proposed the creation of 

could potentially 

profit) schools. 

a Guaranty Student 

Tuition Fund. Presently, proprietary schools must acquire surety bonds from 

insurance companies in order to be licensed or approved to operate in 

Maryland. Surety bonds are also mandated in Virginia. The purpose of the 

bonds and the Fund are the same -- to reimburse students entitled to a refnd 

of tuition and fees in the event that a proprietary school goes out of 

business. 

Under the Maryland proposal, schools would be required to pay a specified 

amount into the Fund instead of securing a surety bond. Payments would be 

deposited into an account with the State Comptroller who would invest the 

money. All earned income would be redeposited into the Fund. When the Fund 

exceeded the total amount needed to protect students' tuition, the state would 

decide how to use the surplus. One proposal which has received a favorable 

response is to use it as capital for scholarships (or loans). However, the 
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Fund is not expected to reach a level sufficient to support scholarships (or 

loans) for at least five years. 

Connecticut has had a similar fund for several years. Recently, 

legislation was defeated in a legislative committee to use the fund's 

investment income for scholarships. Administrators in the Department of 

Education were of the opinion that the fund was not sufficient at its present 

level to provide insurance against proprietary school closings and at the same 

time support scholarships. 

New York State also reported two unusual types of aid programs. The first 

is similar in structure to an Individual Retirement Account (IRA). The second 

resembles in concept the tuition tax credit plan being proposed nationally by 

the Reagan Administration. 

New York's Parents and Students Savings Plan (PASS) allows parents and 

dependents to create a tax-sheltered savings fund for the expected cost of 

postsecondary education. . Up to $750 annually may be contributed to a PASS 

account for each beneficiary. Individual contributions to a PASS fund lower 

the federal adjusted gross income used to determine the state's total taxable 

income. In addition, interest earned on the account may also be deducted if 

this income was included in the calculation of the federal adjusted gross 

income. Disbursements from the account are taxable only after the student 

leaves school. The tax is paid by the beneficiary. 

Under a program called the Tuition Deduction Plan, New York residents may 

receive a tax deduction for part of the tuition expenses paid during a taxable 

year. For each dependent, one-half of paid tuition minus any state tuition 

awards or $1,000 (whichever is less) may be claimed as a deduction. Only 
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Fe,leral College Work-Study Progra1• (CWS) 

PROGR/\M OBJECTIVES 

TAIILI! 1 

A mMrAR I SON OF S'l'A Tll C l'llllf:RAI. 
liORK-S1UllY rROGRAMS 

State Work-Study l'rogra11s and Proposals 
(Features whlch build on or deviate from the federal rrogram) 

l'ROGRNI 08.lf:Cfl VllS 
---------

l. To provide part-til1e e11ploy11ent to students with financial need. I. To su.,pleaent the federal cwsr (C:'I', co, WA, Ill!, MN, l'L, AK). 

2. To provide eaployaent that cOlllpleaents and reinforces needy 
students' e,lucational programs and career goals. 

2. l'o provide incentives for the e111'lo)'lllent of students and to expand 
student etnployaent opportunities in the rublJc a11<l/or private sectors. 
(CT, CO, WA, Or,, tit, FL, AK). 

3. 1'0 rrovide assistance to students who d.-monst rate financial need, 
but who may not be eligible for ot he,· types of aitl (MN, WA). 

4. To fulfill the work needs of students (CT, CO, WA, Ill:; •IN, Ft., AK). 

5. To provide entployaent for stu,lents wl thout financial need l,ut who could 
benefit froa the wo1k experience (C:O}. 

6. To provide institutions with a portion of the matching funds re,1ulred for 
partlcipation .in llhe fc,lera I CWSI' (CT, C:0, NY, rA). 

7. To prov Ide non-pron t scrv ice agencl es, handicapped perso11s and persons 
over 65 with low cost student assistance (MN). 

TARGl!T PROrUt.Al'lONS 'f'ARGll'r POPULATIONS 

I. Students who demonstrate financial need. 1. Students who deaonstrate financial 11ced but aay not he eligible for 
other types of aid (MN, WA). 

2. Students who do not demonstrate financial nt"ed but. could he11efit rr­
the work experie11ce {CO). 

FINANCIAL ARRANGEMIJN'fS l'INI\NCIAL AIIIIANGl:Hl:N"fS 

Institutional Allocation, of Federal Funds 

l. Federal funding formula ls not relevant to state programs. 

---------------

Institutional Allocation of Federal Funds 

I. State funds a1·e allocated to participating l11stltutions based 011 the 
institution's percentage of the total fc,leral CWS funds al located to 
the state (Cr). 

2, State funds are allocated based on the total csl im:itc,I finam:lal 1H•c,I or 
cllgil,Je students at end, institution in pro1•ortl on to the total fJ11andal 
need at 1111 eligible Institutions (C:O). 

a. l'lnnncial need ls adjuste,I for tuition and enrollment ch,mges. 
b. No Institution r<"cclves less than 90\ of the a110unt recelv.-d 

two years prior to the current al location period. 
c. No institution will receive more thnn Its re1111est for funds. 

3. A state revlcw l'ommilf<"<' re.-11mm<>1uls lnsl itntlonal allocations l•asc·,1 on lhc 
Institution's appllcnt ion for fctli,.-al fu111ls :11111 olh<"I· p:1r;1111•t.,1·s n•n•a .. rn,h•,I 
hy thc commlttl'C (WA). 



Page 2 

Tl\01.11 1 CONT'b 

Cost Shoring ProvlsJons 

I. l'ederal funds are used as a base against which lnstltutlonal and 
olf-ca•pus e•ployers are required to contribute aatchlna funds 
for student wages. 

a, Federal share •ay not exceed 80\, 
h. lnstltutlonol and off-ca11pus eaployers 11111st contribute at 

least 20\, 

2. Institutional sh11re aay be paid ln the for11 of services and e,111lpaent 
such as tultloh, books, rooa and board. 

l. The off•ca11pus eapioyer 11111 be required to pay a share of the 
student •s social security or workers I coapensatlon. 

Use of federal Funds 

I. A percentage of the lnstitution•s allocation aay be used for 
adalnisti:ative costs; the percentage is deteralned by the 
aaount of the al location. 

2. Not aore than 10\ of an lnstitutlon•s allocation aay be used 
for students enrolled less titan half tlae. 

l. An amount of 10\ or $25,000, whichever h less, aay be used for 
the creation or expansion of a Job locotlon and developaent 
project. 

Amount of Awaril 

I. 11,e amount of the student's award ls dctn•lncd by the student Is 
flnonclal need al1111s the student's resources. 

a. Flnuuclal need is the difference between a student's 
cost of attendance and the expected faally contribution. 

b. If f1111l ly lncoae ls less than $30,000 GSL 1111y be used to 
replace cllpected family contrJbut Ion. (lhe a•ount of GSL 
In CJCcoss of oxpected fa•i ly contribution •ust bo considered 
us a st111lcnt resource.) 

c. Sllldcnl 1·eso11rces JncluJc; l'cll grants, tult Jon nnd fee 
wnlvcrs, scholucshlps and grants, fellowships and assistant­
ships, students• social security benefits, insurance benefits, 
GSI., 1111<1 student earnings. 

4. State funds are allocoteJ to each inst ltutlon based on the l'rcvlous 
year's proportion of total full year equivalent enrollaent of all 
porticJpallng post-secondary institutions (�IN). 

Cost Sharing Provisions 

1. State funds are used as a base 111alnst which off-caapus employers are 
re,1ulred to contribute aatchin11 funds. 

a. l!•l'loyers contribute at least 35\; state contributes 
not more than 65\ (WA, AK). 

b. llmployers contribute at least 50\; state contributes 
SO\ (Fl.). 

2. State funds are used as a base against which li11tltutlonal eaployers 
aay be required to contribute matching funds. 

a. Slate contributes IIID\ (Cr, CO). 
b. Inst llutlons contribute ot least 20\l state contributes no •ore 

than 80\ (WA, MN, AK).
c. Institutions contribute 50\l state tontrlbutos 50\ (Fl.). 

l. 1!11ployers 11t1st contribute to sochl security, workers• co1111ensatlon or 
other Insurance programs (MN, WA, AK). 

Use of State Funds 

1. State funds aay be used by the institutions to aeet all(CT)or n portion (CO) 
of the 11atchJng fun,ls required to partldpate In the federal College 
Work-Study l'rogra11. 

2. Approxlaately 75\ of the lnstltutlon's allocation aust be used for 
students with financial noedi rc•aJnJn1 funds 1111st be used for 
students without need, but who could benefit froa the job exl'erience (CO). 

3. A llaltod portion of the lnstltutlon's allocation may be 11warclcd to 
graduate students. 

a. Aaou11t 111ay 11ot exceed lO\ of 1111 lnstitutlon•s allocotlon (CT). 
b. Aniount 11oy not exceed the percentage of graduato stu,lcnls 

in the Institution Is tole I e,irol h1enl (�ti). 

l\lllouut of Award 

l. Maxl•11111 award aay not cxcee,I tho studont's financial need of $1,500 (CT). 



Student_ Wages 

l. The rate of compensation must not be less than the current 
minimum wage an<I must be computed on a hourly basis. 

2. Compensation may hot be In the form of a salary, conunlssion 
or fee. (Graduate students may be paid a salary.) 

3. fringe benefits 11ay not be counted as part of the wage rote. 

1. Students must be paid at least once a month. 

2. Federal share of each payment must be by check or othe.- similar 
instn,ment requidng the student 1 s endorsement. 

3. lnstltutions 11ay pay a student its share in the fonn of services 
and c,1ulpmcnt; student must be informed of the amount earned 
before the close of the final payroll period. 

�mployor Eligibility 

1. An employer is eligible to participate in the federal CWSP 
if It ls: 

a. an educational institution. 
b. a federal, state or local public ngency. 
c. a private non-profit organization. 

TABLE 1 CONT'D
l'age 3 

Student Wages 

1. The rate of compensation must be equal to the entry level salary of a 
comparable position within the employing organization (WA, 1\1(). 

2. lhe rate of compensation 111Ust be equal to 8S\ - 100\ of the wage paid 
to regular full-time employees pei·fonaing the same work (CO). 

ray11ent 

1. Same as federal program. 

Employer Eligibllity 

l, E11ployer 1111st be Jocated In the state (CO).

2. Employer may be a profit makl ng organization (OI!, Fl,, WA, AK). 

3. Employer may be a handicnpped pc1·son or an agency pruviding services 
for the handicapped_ (MN). 

4. l!mployer 11ay be a person over 65 or an agency providing services for 
the elderly (f.fl). 



Student l:llgibillty 

1. A student ls eligible for employment in the work-study progra•
lf the student is:

u. a regular student
b. enrolled or accepted for enrol11Rent in an eligible

progra11 as a graduate or undergraduate student

c. a U.S. citizen or national
d. in need of financial assistance
c. maintaining satisfactory progress accordlng to 

standards and practices of the institution.

Work Placement Guidelines 

I. Students should be placed in jobs, whenever possib) e and
practical, which will complement and reinforce their
educational prograR1s or career goals.

Academic Credit 

1. Acade1Rlc credit may be given for work-study jobs that
satisfy a requlre111ent for a degree or certificate.

Administrative Structure 

I. Federal agency governs the program, Institutions administer
the program.

TABLI? 1 c:mr•o 

Student l!lljlbllJty_ 

1. Only state residents nre cJ igihlc (tlN, CT, CO).

2. Non-residents are eli gible to 11artidpate (WA, AK).

3. Only undergraduate students are eligible (CO).

4. Only full-time students are eligible (MH}.
(Students may drop to part-time status durJng the academic
year and still be eligible If the status change is approved 
by the JnstHution.} 

Work 1'Iace111e11t Guidelines 

l. Students should he placed in off-campus posit ions whenever
possible (MN).

l'age 4 

2. l'rJority should he given to the student whose uca,lenilc 11ojor and/or
career interests 11atch the responsibilities of the job (WA, AK).

3. l'rlorlty must be given ti> state residents (WA, AK).

4. Priority must. be given to stu.Jents with mod<•rnte n<'c,1 who wou ltl
otherwise have to finance their education with loan· 11011ics (WA, >IN).

Academic Credit 

I. Institutions are encouraged to offer academic credit for experJencc
gained through the work-study program (WA, AK}.

Administrative Structure 

1. State agency governs the program; institutions administer the
progra11 (CT, CO, WA, Dll, MN, fl., AK).



TI\IILE 2 

A COMPARISON OF SEI.ECTEO STI\TE WORK l'ROGRI\MS 
WI1lf TIIF. FEOllRAI. WORK-STIJOY PROGRAMS 

.------------,-------------..... ----------·-- ---------·----------------,�-----------.--··----------·--·------

Florida 
(proposal) Colorado Minnesota Washingtonl'rog1·a1R Features 

Federal College Work

Study Program (CWSP) Connecticut 
---·---------f------------1-----------1-------------+----------+-------·-------1------·-·--------I 

Funding Match 

A. On campus jobs
B. Public/non­

profit agencies
(off campus)

C. Profit-making
business
(off campus)

Eligible 
E111ployer 
Organizations 

Federal/Employer 

A. 80\/20\
B, 80\/20\

c. -- --

Educational insti­
tutions (public/ 
non-profit), 
Puhl ic agencies, 
Private non-profit 

State/Employer 

A. 100\/0\
B, 80\/20\

C. -- --

Same as CWSP 

State/Employer 

A. 100\/0\
B. 80\/20\

C. -- --

Same as CWSP 

State/Employer 

A. 80\/20\
B. 80\/20\

C. -- -T 

Saae as CWSP and 
persons over bS 
and handicapped 
persons 

State/Employer 

A. 50%/50\
B. 50%/50\

C. 50%/50\

Same as CWSP and 
business and 
industry 

State/Employer 

A. 80\/20\
B. 65\/35\

c. 65\/35\

Same as CWSI' and 
business and 
industry 

agencies 
1----------1-----------l----------lf-----------t-----------1----------1.--------------

Eligible Students 

Student Co111pen­
sation 

At least half time 
students tlnrolled 
or accepted, 
U. S. citizens/ 
nationals, 
Financial need, 
Satisfactory pro­
gress, 
Graduates or 
undergraduates 

Must be equal to 
or greater than 
the established 
federal mini111Um 
wage 

Same as CWSP and 
state residents 
only 

Same as CWSP 

Same as CWSP and 
undergraduate 
students only, 
open to non-needy 
students also 
(eligibility re­
quirements for 
non-needy students 
are determined by 
institution) 

Must be equal to 
85\-100\ of wage 
paid to regular 
full-time 
employees per­
forming the same 
work at employing 
organization 

Sa•e as CWSP and 
state residents 
only, full ti•e 
students only, 
students not 
eligible for 
other types of 
aid 

Same as CWSP 

State residents 
only, 
ful 1 ti11e 
students only 

Not yet deter­
mined 

Same as CWSI' and 
middle income 
(moderate financial 
need) 

Must be e4ual to the 
entry level salary of 
a comparable position 
with the employing 
organization 

,---------"""""1f------------l----------l----------+----------1------------11----------------------

Maximum award Not to exceed 
financial need 
after other aid 

Same as the CWSI' 
or $1,500, which­
ever is less 

Same as CWSP Same as CWSP Not yet dctc1·­
mi ned 

Same as CWSI' 

-------------"-------------'.__ ________ __. __________ t__ _________ .._ __________ ._ _____________ __, 



TABLO l 

A COMPARISON OP S"fATE ANO l'l!IJllltAL 
I.OAH l'llOGRAMS 

Federal Loan Progra•s 
(GSL and PUIS) 

PllOGllAM OBJEC'flVtiS 

I. To rrovide low-interest loans to: ellalblo 1radu11te and 
underaraduate students (GSI.). 

2. To provide 1rad11ate students, independent underaraduato students 
and parents of under1raJuate students additional loan ft111ds 
for educational expenses (Pl.US), 

State and lmlepcndent Loan Progra•s 

l'R()(jlli\M OB.lllC'l'I YllS 

1. To provide loans to students: 

a. iwho are el l•lnated fro• the GSI, rrograa. 
b. who are considered a credit risk by private lenders. 
c, who need •oney in excess of the GSL aaxlMI• to aeet costs of attcn-

1lance (CT), 

2. To ensure tho nallablllty of loan capital in geogrophlcal areas whe1·e 
private lenders are reluctant to •ake loans to students (CT), 

l, To provide a sou1·co of loans to slate residents (AIC}. 

4. To provide parents with a less expensive alternative to PUJS or 
coaaerclal loan progra•s (CT), 

5, To suppleaent the anxblll• loan oaount 11eraltted under the fe,leral Pl.US 
procra• while keeping the state's llabtl lty low (CT). 

6, To provide additional cnpltal to stnte sur1mrted ir1stlt11tlons to 11nke 
,educntlonal loans to their students (Cl'). 

7, To provide capital for public and prhole institutions to establish 
a national revolvin11 loan fund (TAI'), 

I, To raise additional capital for educational loans andc by private 
lnstltutlons (CT, Fl,, 11., MA, •m, NC). 

9. To lessen the dependence of private Institutions on flnanclol aid 
provided by state and federnl sources (CT, FL, II,, HA, HD, NC). 

!AAGl!T l'OrULATIOHS 'l'AIIGIIT rorlll.ATIONS 

I, Dependent graduate and under11rad11ate students whose parents' 
lncoae ls less than $30,000 (GSL), 

2. llcper11lent gra,lnato and undergrnduate students whose parents• 
l11co1Re is $30,000 or a,ore but less than $15,000 ond 11ho can 
dc11011strote financial need (GSL). 

a. Incomes exceeding $15,000 require a 11ore stringent 
needs test. 

3. hulepenJent u111lcrcradunte und gradunte students whose Jncome 
Is less than $30,000 or con de11onstrule flnanclnl need If 
lnco11e equals or exceeds $30,000 (GSI.). 

a. If 1111rrled, spouses lnco110 a,ust be Included. 

l, Students ell11lnated from elJgibility under revised C:SL statutes aud regu­
lations (CT, Fl., II., MA, �Ill, NC). 

2. llll1lblo students unable to secure a GSL because of credit stn1111Prds set 
by lenders (CT). 

l, Parents a111l students who need money In excess of GSI. aaxi11u11 (Cf, l'I,, II., 
•IA, MIi, NC). 

... Student.I ln 11cogrophlcal areas whe1·0 private le111lers are unwll llnc to a,ake 
loans to students (Cf). 

5. Students who ore residents of the state (Al). 



4. l'arent s of undergraduate students, independent undergraduate
students and graduate students (PLUS). 

'f'ABI.B 3 c'fflfPl"'o 

6. Parents of undergraduate students and guJuate students (C'f, 1:L,
II,, MA, MO, NC). 

7, Students who request money for e,lucatlonal purposes regardless of 
need (TAF). 

l'nge 2 · 

l'INANCIAL ARRANGl:HflNIS FINANCIAL ARllANl:l!l•ll!NIS 

J.oan Capital and State Obllgat ions

I. Capital for GSI. and Pl.US loans is provJded by private 
lenders. 

2. In Virginia, capital for GSL (VEI.A) is 1enerated through
the sale of tax exempt bonds which are not backed by the
state's full faith and credit.

Special financial features 

1. Federal government insures len,lers against loss (CSL, rt.US).

2. Federal government pays lenders a special allowance (CSL, Pl.lJS), 

a. Special allowance ls Intended to subsidize a portion of the
difference between the interest rate charged on GSL and PLUS
loans and the interest rates charged on commercial loans. 

b. l'on1111l11 for the deten1ination of special allowance ls tied
to the Interest rate for 91-Jay Treasury bills.

Loan Capital and State Obligations 

I, Direct state appropriations (AK, CT). 

2. Federal appropriations (l�F). 

l, · Tu exe11pt bonds not baclteJ by the state's full faith anJ credit (Gf, Fl., 
11., MA, MD) • 

4, Tax exempt bonds backed by the state's full faith and credit (Cl"). 

s. Non-tax exempt bonds (NC).

6. l.oan rep11y11ent proceeds (AK, C'f, Fl., JI., Ml\ 1 f,I) 1 NC, TAf). 

7. Contrlbut ions fco1n private sources (NC}.

8. Contrlbut ions fro11 participating Inst itutlons (NC).

Special Financial Features 

I. Bonds are tax exempt (CT 
I 

Fl,, IL, J.IA, MO), 

2, Lenders• debt could be refinanced if interest rates dropped significantly 
(CT, FL, IL, Ml\, MD, NC), 

l. Instltutlons establish a financial coopernllve to 111axl11he bargaining 11ower
and to 11lnl11he cost (CT, 11 1., IL, MA, �ID, NC).

4, Contributions from private sources are deposited Into a revolving fund, 
thereby decreasing the need for addltlonal contributi ons (NC). 

S, Over tl110, the number of students receiving aid wll I decrease, while tho 
muaber of persons repaying loans wt 11 Increase (TAF). 

6. Collection process ls simplified because loans are repaid through payroll
deductions (TAF).

7, Default is not possible (TAP), 



I. Award not to exceed the costs of attendance less expected 
fa•lly contribution (GSI., rlJJS). 

2. Awanl for student whose parents• lncoao ls $30,000 or aore 
not to exceed financial need as calculated by needs test. 

l. Mad•u• undersraduate annual award ls $2,500 with an ag1re1ate 
lial t of Sl 2,500 (GSI.). 

4. •taxlau• graduate annual award h $5,000 with an aggreaate 
ll•lt of $25,000 (lncludlns loans for underaraduate study) 
(GSL). 

5. •i.1111•11111 annual award ls $3,0110 a year, wtth, an a11regote ll11lt 
of $15,000 for iraJuate stud,mts and puents of under1raJ1iate 
st11<lcnts (l'I.US). 

6. Maxi111.•• annual award is $2,SOO a year '(including C:SI.) wlth 
an auregate lialt of $12,500 (includln1 GSL) for indepen­
dent underguduate students. (PLUS). 

l'undlng l.evels, 

I .  Congress 111.1st appropriate sufficient funds to cover tl1e cost 
of interest subsidies and special allowances (GSI., PUJS). 

2. Level of funding is dependent upon: 

a. loan volu•e 
b. avallabl Illy of capital 011 the bond aarket 
c. availability of capital froa private lenders (GSL, PI.IJS). 

Federal Pro1ra• Cost 

I. lhe level of operat 1111 cost ls depemlent upon: 

a. the cost of the special allowances to lenders. 
b. the avern1e quarterly rate of 91-day Treasury Bills. 
c. the cost of Interest subsidies. 
J. the aauunt of non-collectable defaulted loans. 
e. the collection cost of defaulted or del111,1ue11t loans. 
f. the aaount of loans cancel led bec11use of borrower death, 

dlsubll lty or banltniptcy. 

TADI.B l CONT'D 

Amount of Awards 

l. Award not to exceed the cost of ottendance less expected foally 
contribution and all other foras of aid (C'r, l'L, IL, HA, HI>}. 

2. Award not lo exceed $5,000 annually (Nf.). 

a. •lnlAlll• award of $2,000. 
b. avera1e award u111es Ca-011 $3,000 to $5,000. 

3. l'lxed award of $2,500 annually (CT). 

4. Award not to exceed $7,000 annually frl\l'}. 

rage 3 

5. Underaraduate award not to exceed $6,000 annually: 1raduate aw11rd 11ot 
to exceed $7,000 annually (Al). 

Funding l.eveh 

l. lhe level of funding ls dependent upolll 

a. availability of state funds (AK,CT). 
b. the cost and availability of money In the tax exeD1pt bond aOl'l<et 

or the capital bond aarltet (Cf, l'I., IL, MA, Ml, NC). 
c. the state's crodlt rotl111 (CT). 
d. the extent to which funding of federal proarus h reduced and its 

lap11ct on public and private institutions (CT, FL, II., MA,HI, NC, TAF). 
e. the nu•her of lnstitulloils partlclpatln11 In the proaram (CT, FL, II., 

MA, HO, NC) • 
f. financial condition of partlclpatln1 lustltutlons (l.T, n., II., •l,\, HI ,. N<:). 
I• the ability of lnstltutlons to contribute collateul (c.1·, fl., II., MA,•111, 

NC). 
h. the ability to secure contributions from prlv11le sources (NC). 

Prograii Costs 

1. ·n,e level of operat1111 cost is depemlc11l upon: 

a. the number of lo11ns awa.-detl (AK, CT, l'I., II., MA, tQl, NC). 
b. the variations In the a111ou11ts of awards (AK, CT, Fl., II., MA, Mil, NC). 
c. the cost of default insurance (CT, l'I., IL, MA, Hll, NC). 
d. the level of funding for the default 1·eserve (NC). 
e. the a1101111t of defnulted ond dellnr111ent loans (AK, C'f, l'L, II., •IA, •111, 

NC). 
f. the cost of loan servicing (AK, Cf, FL, II., MA, Mil, NC). 
I• the Interest utes (AK, CT, Fl,, II., MA, MO, NC), 
h. the portJon of the Interest subsidized by the institutions (NC). 



Governance Structure 

l. TIie II. S. Dcpartae11t of l!ducatlo11 aoverns the federal student 
and 1•arent loan pro1ra•s (GSL, PUJS). 

a. sets guidelines and reaulatlons. 
b. lnsu1·es lenders aaalnst loss 

2. State 1uarnntee a1oncy sets policy and requlre•e11ts for partl­
clpat Ina lemlcrs and students. 

a. State agency •ay also be a direct lender. 

, l. Private financial l11stltutlons Jond ao11ey to students and 
parents and ad•lnlster the loan progrPas. 

DISTINGIIISIIIHG ADMIN1STRA1'IVI! fEATIIRl!S 

!!.!J.!ble Student 

I. A student Is ell1Jble to receive a C.SL or Pl.US loan if the 
student ls enrolled or accepted for enroll•ent In a partl­
clpntl11g school as Pt least a half-tl•e student. 

2. If enrolled, the student aust be in aood standing and aaln­
. tolnlng satisfactory progress as Jete1•Jncd by the school 

(GSI., PI.IIS). 

3. A student whose 11ore11ts' Jncoae eq11alsor exceeds $30,000 
aust demonstrate financial need (GSI.). 

RUPAYMflHT PROVISIONS 

l. Repayment of principal 1s deferred while student ls In 
llChool or dudng a 6 11011th 1race period. Interest ls paid 
by the federal 1overn•ent durln1 tho deforaent .perJOl).�llni-
11u• pay11e11t 1s $SO.OIi. Maxh111ia repayaent te1• h · 10 years (GSL), 

2. Re11ay•e11t of principal and Interest be1h11 no loter than 
60 days after dlsburse•ent of loan, except when the borrower 
Is a full-time student. Tllen repayment of principal 1113y be 
deferred while student ls in school and in the 6 •onth grace 
period. Borrowers with deferaents may capltaJhe Interest 
(Pl.US). 

J. lntcresl rates for federal progrnas are: 

o. 9\ (GS!.) 
b. 14\ (l'I.IIS} 
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Governance Structure 

I. /mthorlty ls established by stute Je1hlutlon and 1overns the loan program. 
Partlclpath11 institutions ad11l11hter their own loan pro1ra• eccor,lln1 to 
the regulations and 1uldollnes set by tho legislation and the Authority 
(CT, FL, II., MA, MU). 

2. Inst ltut ions Corm a financJ ng cooperative which sets poJ.icy and gul,lellnes. 
Participating institutions administer their own loan progra• (NC). 

l, State's higher education agency governs and administers the pro1ra• (AK).

DISTINGUISIIING AIIHINISTRATIV6 F6A.11JRllS 

Bll1lble Student 

I. Bllalblllty criteria has not been defined In CT, FL, IL, MA, HI and NC. 

2. Any under1raduate student who requests aoney for eJucat ion purposes (l'Af). 

l. Undergraduate and graduate students who are residents of the state (Al) . 

Rl!PA.YHllHl' PROV1SIOHS 

I, Repayment of principal ls deferred while student ls in school; interest 
payments be1in 110 later thar1 60 Jays after dlsburseacnt of loan (CT). 

2. Repayment of principal and interest begins no later than one yrar nfter 
tile student 1raduates or leaves scllool (AK).

l. Ropayacnl of principal ls ,lefcrreJ while student ls ln school, J11rh11 
whlch tlae the stale aay provide a portiol interest subsidy (CT). 

4. Repayaont provisions an established by each of tho partlclpatl111 lnsll­
tut ions (CT, fl., 11., MA, Ul). 

5, l'arthl interest subsidies 11oy be provided by 1mrtlcl11ntl
0

n1 Institutions 
whlle the student Is In school (NC). 

6. Repn)'llent of prlnclpal and surcharge Is deferred while student Is 111 
school; rrpay11e11t be1lns when the borrower atta Ins an annual l11cm1e level 
of $10,000 (l'AF). 

Interest Rates 

1. Interest rates on educntlonal Joans ma,le by 1•ubllc lnstltutlons ls Ill\ (Cl) 

2, Interest rnte Is set at S\ (AK).

l. Interest rate is set nt .5\ nl,ove (;s1. (Cl). 



FISCAi, RISK REDUCTION 

I. 11eJeral govcr11111ent Insures )enders 11galnst student def au It,
dellm111ency, dlsablJlty and death (GSI., PIJJS}.

2. federal government subsidizes a portion of tho difference
between the fixed Interest rates charged on GSL and Pl.US
Joans and the Interest rates charged on commercial Joans.

l. federal government authorizes the Student Loan Marketing
l\ssociatlon to purchase and service loans in repayment
status (GS!., PLIJS).

ADVI\HTAG6S/DIS1\UVAN"l'AGl:S TO DOllROWl:HS 

A,lvanlages 

I. f'edenl loan programs ensure students access to higher edu­
cation an,I provide some choice of institution and educational
progro•s (GSI., PUJS),

2. The loan prJncJpal is deferred while student 1s in school (GSI.).

l. Interest is paid by the federal government while student ls in
nun-ropayment status (GSI.).

4. Oeferrn1c11t h al lowe,1 under the ru1s program if tho borrower
Is a full-time !;ilu,lcnt.

5. l.oans 01·0 provldo,1 at interest rates lower than commcrclol plans
(l'I.IIS).
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4. Interest rate on first $1,000 is the sumo as the Pl.US prograi1 (14\)
while intorost rate on the m1ount in excess of $3,000 is set at the
current market rate for commercial loans (Cf),

5. Interest rates are set by each of the partlclpatlng institutions
(lT, Fl., II., HA, •10).

6. Interest on loan principal ls dependent upon the role of interest
subsidy contrlbuteil by the lnstltutlons (NC).

7, Tuition A,lvance Fund docs not bea1· couvcnllonal Interest; repayment 
includes a SO\ surcharge on the total amount borrowed, 

FISCAi, RISK llUDUCTION 

1. Borrowers 11Ust 111eot financial qualifications (CT, Fl., II,, f.lA, HD, NC).

2. Participating Institutions must contribute collateral for default reserve
fund (Cl", fl,, II., HA, UU, NC).

3. Contrllmtlons froia private sources are use,I for a ,lo fault reserve fund (NC),

4. l.oans are made to parents; students co-sl1111 (C"I", fl., II,, MA, �I>, NC).

S. I11stltutlons a11J servicing agents work together In the collection of
delinquent loan� (HC).

6. I11stltutlons are directly involved 111 ull phases of lending fro• orginatlon
to collection to keep dellquencles and defaults at a 111lnl1RU11 (NC).

7, No collateral required for TAJI because repayments are auto11atlcally duductc,I 
from pay; therefore, offering no possibility for default. 

ADVANTI\GES/IIISADVANJAGl!S TO BOltllOWl:ltS 

J. Add lt Iona I loan sources and prognms ensure students choice of inst itut. ions
and educational prograni!;(CT, 1:1., IL, HI\, �ID, NC).

2. 11,e foan principal an,1/oa· interest 11ay bo deferred while student Is in
school (AK, C'f).

l, Repay11ent of loan ls deferred until stu,lont attains an annu11l income level 
of $10,000 (TAI'). 

4. Students attending private Institutions will not have to transfer to a less
expensive school to complete their education (Cf, FL, II,, HA, Mil, NC).

S. Cost of loans is lower than commcrcinl progrn•s If Jnslltullons provJdo
interest subsldles (NC).



Oisa,Jvant!l«:_! 

I. St mlcnt s nnJ parents beco11e overly dependent on loans
((;Sf., Pl.US).

2. Repayment begins no later than 6 months after dlsburse-
111e11t of loan funds (!'UIS).

AllVANTAGl.:S/OISAOVAN'fAGES 1'0 TIID STA'l'll 

A,l�ant ages 

l. l.oans ue insured by the federal government (GSL, Pl.US).

TABl.ll 3 CONT'D 
l'age 6 

Disadvantages 

t. Cost of loan •ay not be lower than commercial loans if interest subsidies
are not provlde(l (NC).

2. Repay11ent period may span the worlclng I lfet h,e of the student (lAF).

ADVANl'AGl!S/OISAllVAlffAGl!S TO 1"111! S'J'ATI! 

Advantages 

1, Loan progra•s which do not provide deferments would have lower progn11• 
costs (CT). 

2, lbe structure of some loan progro111s would lower the default rate (CT). 

3. Progra1u would operate with no cost 01· liahlllty to the state (CT, fl., 
II., MA, Kl, NC) • 

4, l 1 rogra11 would operate with 11ini1111J cost 1111d !Jablllty to the state (lAI:). 

S. Pl'ogra11s would protect diversity of higher education In the state (CT, FL,
II,, MA, m, NC).

Disadvantages 

1. State would be responsible for administrative costs, defaulted Joans {11ot
Insured by federal government) and the d Hference between bond Jn,lcbteJ­
ness and the revenues earned 011 Invested portion of the bonds proceeds (Cil

2. Sale of bonds could overextend the state anJ affect lts oblllty to bonow
(CT).

3. Because tf1e state must sell tax exem11t bonds to rolse •oney and a pdvate
foundation would be authorized to enter the tu exempt bond ma1·keL, the
foundation May be C0111petlng with tho state for revenue (C"f, Fl., II., f.tA, f.111,)



TAIII.E 4 

COMl'AIU SON OF SELl:CTEll STATE 1.0t\N PROGR/IMS 
WITH l'l:DERAL 1.0AN l'HOGRAMS 

Federal Programs State Programs 

Program Features GSL 

Eligible Post Scconda1·y 1) Public
Institutions 2) Private

3) Proprietary

Eligible Students At least half-time 
students, enrol I cd 
or accepted, main-
taining satisfac-
tory progress 

Maximum 
/ 

Aggregate 
Annual Award 
Award Limit 

a. parents a. N/A
b. dependent undergraduate b. $2,S00/$12,500

students 
c. independent undergraduate c. $2,S00/$12,500

stuJents
d. graJuate students d. $5,000/$25,000* 

-

Interest Rate 9\ 

(Students who cur-
rently have a 7\ 

GSL may receive ad-
ditional loans at 
7\.) 

---

lnte1·est Subsidy Interest paid by 
the federal govern-
111ent while student 
is jn non-repayment 
status 

-

In-School Deferment While student is 
attending at least 
half-time and 
during 6 month 
grace period (7\ 
loan-9 month 
grace period) 

Repayment term JO years 

* - including undergraJuate loans 

PLUS 

1) Public 
2) Private 
3) Proprietary 

At least half-ti11e 

students. enrolled 
or accepted, main-
taining satisfac-
tory progress 

a. $3,000/$15,000
b. N/A 

c. $2,500/$12,500 

d. 
(including GSL) 
$l,000/$15,000

14\ 

- - - -

If borrower is a 
full-time student: 

1) principal may 
be deferred during
school and grace
period.) 
2) borrower pays 
interest during de-
fer,ncnt n6r',n,I 

variable 

Scholarship Loan 
Program 
(Alaska) 

1) Public
2) Private 

3) tsHedited Proprie-

Same as federal 
p1·ograms and 

I) State residents
2) full-time students 

a. N/A 
b. $6,000/$30,000

c. $6,000/$30,000

d. $7,000/$53,000* 

5\ 

A portion of interest 
paid by state while
student is in 11011-
repayment status. 

While stuJent is at-
tending full-time and 
during 1 year grace 
period 

10 years 

-

Independent Loan 
Authority 

(11.,MA,FT ,CT ,MD) 

Private 

Not yet determined 

Not yet determined 

[:stablished by the 
lending institution 

Not yet detcrmineJ 

Not yet determineJ 

f:stahlishccl hy 
lending institution 

--

Unconventional Programs 

Tuition Advance 
Fund 

1) Public
2) Private 

Undergraduates who 
re,1uest money for 
educ at i ona I purposes 
regardless of need. 

a. N/A 
b. $7,000/$28,000

c. $7,000/$28,000

d. N/A

50\ surcharge of 
total amount 
borroweJ is aJJed 
to the principal 

--- - -- -- -

Repayment ls de-
fer red unt i I stu-
dent attains annual 

income level of 
$10,000. 

variable-determined 
by borrower's in-
come level 

-

-

·-------
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-----------------------------------------------· 
SEI.ECTEll CONNECTIClff OPTIONS 

·-----l------------------------1-Ti--
1 t_e_r_e-s"""'t------� --1.oan Insured___ -- Pare11ts J.oan 

l'ederal Programs 
Public Institution 

Loan PrograPI Program Features 

Eligible Post Secondary 
ln$titutions 

GSL 

1) Public 
2) Private 
3) Proprietary 

Pl.US 
_ ___, ________ ----

1) Publk 
2) l'rivall' 
3) Proprietary 
------------1-

Subsidy PrograJll P1·ogram Progra,n 
---------------------·· 

SaP1e as Pl.llS Same as Pl.US Same as PLUS Public 

----------+------------ -----------+--

Eligible Students At least half­
time students, en­
rolled or accepteJ, 
malntaining satis-· 
factory p,ogress 

Al least ha If- Same as PLUS Same as PLUS Same as Pl.US Students who are 
not eligible for 
other federal aill. 

time students, en-
rolled or accepted, 
maintaining satis-

Maximum 

1
. Ag&r·eg 

. 

.1re 

factory progress 
----------- ----------- --·--------·+---------- - -----------+------- -------

Annual A,;;;,i, J I ''. i\1,•anl l.i •oi I? 

parents 

b. dependent 111u1cr­
g1·aJuatc st11,dent� 

c. inJcpcnJcnt unde1·­
graduate students 

d. graduate stuJenrs 

a. N/A 

b. $2,S00/$12,500 

c. $2, 500/$12, 500 

J. $5,000/$25,000* 

a. $3,000/$15,000 Same as Pl.US 
h. N/A 

c. $2,500/$12,SOO 
(incluJing GSI.} 
d. $3,000/$15,000 

State insures 
a loan a111011nt 
in excess of 
RtaximWII per-
111itted under 
PLUS 

a. $3,000/$15,000 $2,500/not yet 
b. N/A ,ktcrmine<l 

c. N/A 

d. N/A 

------------J.----------J.---------1----------l-·--'---------�---------+-----------

10\ .5\ above the 
current GSL rate 

Interest Rate 9\ 
(Students who 
currently have 
a 7\ GSI. may re­
ceive additional 
loans at 7\) 

14\ 14\ less state 
subsidy 

Current 111arket 
rate on amount 
insured by state 

�--------------1----------�----------�----------�------------

Not yet dercrniine<l Interest Subsidy Alllount not yet 
deter111ined, only 
a portion of the 
14\ wi 11 be sub­
sidized. 

Not spec if i e<l Same as Pl.US Interest paid by 
federal govern­
ment while stu­
dent is in non­
repayment status 

-----�-------------4------------·-----------1-------------1------------+---------

In-School lleferment 

·--------------- -----

Repayment Term 

Wld I e student is 
attending at least 
half-time and 
during grace 
period 

1 f borrower is 
full-time stu­
dent: 
1) principal 
may be deferred 
during school 
and grace period. 
2) horrnwer pays 
interest ,luri11g 
deferment period. 

---------- -----------

JO years variable 
- ---·-·------------'----·------- -··-----------

• - including u11Jergraduate loans 

Same as PLUS 

Same as PLUS 

Not sped ficd Not Specified 

--------- ---------------·-

Not specif i c,I Same as r1.us 
----- ----- --- ------------

Not yet determined 



TARI.I! t 

A OIHl'ARISON UI' STAT!! 6 H:fll:RAI. 

Fe,leral College Work-Study rrogr111a (CWS) 

rnOGnllH OBJECTIVllS 

I. To provide port-tliac employ•ent to stu,lents with flnanclal need. 

2. To provide employ11ent that co•ple•ents and reinforces needy 
stu,lents• e,lucatlonal programs and career 9oals. 

NOllk-SlllllY rnoGRAIIS 

State Worlt-Study r,ogrn•s an,I rroposal!< 
(l'eatures which bull,I on or ,levble fr11t11 thP. federnl rrocrma) 

PROGRAM oe.rnc:n Vl!S 

I. To supplc11r.nt the federal 1:wsr (CT, co, WA, Ill:, HN, 1'1,, AK). 

2. To prov hie Incentives for the e1tployaent of stmlents an,1 to expand 
stu,lent employment opportunities In the puhl lc aml/nr private soc tors. 
(Cr, CO, WA, Ill!, •fl, l'L, AK). 

J. To provide n��lstance to stu,lent� who d!'monst rnt e flnancla I ncr,1, 
but who MAY not be eligible for othe1· types of nld (MN, WA). 

4. To fuHIIJ the wo1k nco,ls of stu,lcnts (CT, CO, WA, llll; >IN, Fl., ,\I(). 

5, To provide e1nployme11l for �tu.1,•nts without flnnnclnl need but who could 
benefit fro• the wo1k experience (CO). 

6. To provide institutions with a portion of lhe matching fonds re1111lre,I for 
portlclpatlon ln lihe federal CWSI' (CT, to, NY, rA}. 

7, l'o provide non-profit service ngencles, l111111llcnppc,I 11erso11s nnd persons 
over 65 with low cost student asshl:mce (HN). 

TJ\RGliT PIIOPULJ\l'IOHS lJ\RGIJT rol'ULAllONS 

I. Stmlenl! who de11onstrate financial need. J. Students who de11onstrate flmmclal need hut nmy not be eligible for 
other tYl'es or alJ (�. WJ\). 

2, Students who Jo nDl demonstrate flnnnclal nPr,I hut coul,1 benefit from 
the work experience (CO}. 

FINANCIAL J\RRJ\NGllHl'.N'fS l'INJ\NCIJ\L J\RRANca;�ll!NlS 

lm;tltullonal Allocations of Federal funds 

I. l'e,lcrnl funding formula ls not relevant to state progta11s. 

lnstltullonal J\llocatlon of l'cderal 1'1111Js 

I, State funds ue allocated to pnrtlclpntlng lnstltutlons bnse,I on lhl' 
lnstltutlon's percentnge or 1hr. total federal (:WS funds nllocate,I to 
the state (C'f). 

2. State £un,ls are nllocate,1 based on the totnl e�I lm:<lc,1 fl111111clnl Hl'r,1 of 
ellglhle stu,lents at ench lnstltul Ion 111 11ropo1l.lon lo the tolal flnanclal 
nee,I nt nll ellglhle ln11tlt11llon5 {t:O). 

n. Flnnnclal nec,I ls :idjustc,I for tuition and enrol111ent ch3ngcs. 
b. No Institution receives less thnn 90\ or the nmo1111t rl'celved 

two years prior to tho current nl locnt Ion perlml. 
c. No l11stltutlon wilt recr.lvo more thnn Its n,01uest for f1uuls. 

J, A slate rcv!ew cnmmlttc-e 1c�om1nl'11,ls Inst ltullonnl 111 local Ions l•as,.,1 1111 the 
lnstltutlon's nppllcnllon for fc,lr,rnl fun,!� mul ollll'r param,,te1s n·n•mmrmlr,I 
hy I he con11nl It<'<' (",\). 




