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Hon. PAUL SIl\ION, 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

October 25, 1977. 

C/w,irman, Task Force on Tax Expenditllres, Government Organ'ization, 
and Regulation, U.S. [Jouse of Repre8entative.~, Wash-ington, D.C. 

DEAR MR. SnwN: On Monday, October 17, 1977, the Committee 
on the Budget approved the report on the hearings before the Task 
Force on Tax Expenditures, Government Organization, and Regula­
tion on College Tuition Tax Credits. 

I have instructed the'staff to prepare the report for printing as 
quickly as possible. 

Sincerely yours, 
ROBERT N. GIAIMO, C/w,irman. 

CONGRESS OF THE UNITED STATES. 

Hon. ROBERT N. GIAIMO, 
C/w,irman, Budget Committee, 

HOUSE OF REPRESENTATIVES, 
Washington, D.C., October 3, 1977. 

Room 214, 300 New Jer8ey Avenue SE., Washington, D.C. . 
DEAR MR. CHAIRMAN: The Task Force on Tax Expenditures, Gov~ 

ernment Organization, and Regulation has completed a suggested 
Committee print on the subject of college tuition tax credits. Yon 
will recall that in April and May we held a series of hearings on this 
subject. I am enclosing a list of people who testified and submitted 
statements for the record. '. \' 

We now have prepared a summary of that testimony Rnd an R,naly­
sis of some of the proposals that were presented. While our report 
does not contain specific recommendations, it does set out 0. number 
of alternative poliCIes for consideration by the Committee on Ways and 
Means and Lhe Committee on Education and Labor. 

The task force gratefully acknowledges the as.<;istance of Frank 
Russek of the Tax Analysis Division of the Congressional Budget 
Office in the preparation of this report. 

I have received the approval of all of the other Members of the 
Task Force listed below, and I respectfully request that you bring 
this matter to the attention of the full Committee for final approval 
as a Committee print. 

Thank you for your attention to this matter. 
Cordially, 

Enclosures. 

PAUL SIMON, Chairman, 
Tax Expenditure8, Government 

Organization, and Regulation Task Force. 
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CHAPTER I-INTRODUCTION 

The purpose of these hearings was to consider the issue of providing 
tax credits for the costs of higher education. They were held as part 
of the House Budget Committee's statutory responsibility: 

. . . to request and evaluate continuing studicR of tax expenditures, to devise 
methods of coordinating tax expenditures, policies, and programs with direct 
budget outlays, and to report the results of such studies to the House on a recurring 
basis ... (Congressional Budget Act, Section lOl(c)). 

For many years, the Congress has considered measures that would 
provide tax relief for college costs. The Senate approved tax credits 
for higher education in 1967,1969, 1971, and twice in 1976; however, 
none of these proposals were enacted into law. Interest in such legis­
lation continues to be strong, j1nd many bilh offering tax allowances 
for college expenses are currently pending in the Congress. Underlying 
most of these proposals is a concern that soaring college costs wiLL 
make it impossible for many families to send their children to college, 
despite the existence of direct Federal grant and loan programs. 

Proposals for education tax allowances raise important issues for 
both education policy and tax policy, including: 

Are many needy families excluded from existing programs of 
direct aid that attempt to insure access and choice in higher 
education? 

If additional Federal funds are to be committed to this area, 
should they be directed to an extension of current programs or 
should they be used to establish new forms of aid? 

Do education tax allowances conform to the tax policy goals 
of equity, efficiency, and simplicity? 

These issues should be considered together so that the policy effects 
of alternative proposals can be examined. The Budget Act provides 
the Congress with an opportunity to assure that this is done. 

The hearings covered 2 days. The witnesses appearing on the first 
day were: Dr. Mary Berry, Assistant Secretary for Education, De­
partment of Health, Education, and Welfare; Dr. Laurence N. VV ood­
worth, Assistant Secretary of the Tresaury -for Tax Policy; and Dr: 
Henry D. Paley, President of the Commission on Independent Colleges 
and Universities. On the second day, testimony was recieved from 
several sponsors of current bills to provide edueation tax allowances, 
including Congressmen Tom Corcoran, Philip M. Crane, and Abner 
.T. Mikva, and Senator" Richard S. Schweiker and William V. Roth, 
~Jr. The hearings concluded with testimony from two outside witnesses: 
David Rosen, Legi"lative Director for the National Student Lobby, 
and Lawrence Zaglaniczny, National Director of the Coalition of 
Independent College and University Students. 

(1) 
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In addition, written testimony for the record was submitted by 
ConfVessmen Law;en<;e qou,ghlin, James J. Delaney, Herbert E. 
Hams II, a~d Mano Blagg!; Senator Ernest F. HollinO's; Dr. Kenneth 
Shaw, rreslden.t of Southern Illinois University; Dr. Edward J. 
Blol!stem, PresIdent of Rutgers University; Thomas E. vVenzlau, 
Cha~rman of the Great Lakes College Association' and Karl Rove 
ChaIrman of the College Republican National Com'mittee. ' 
. 'J.'his. report ~ummarizes the testimony of witnesses and reviews the 
maJor Issue~ raIsed at the hearings. Based on the information provided 
at the heanngs, the report also presents a list of alternative policies 
(see ch~pter VII) sublllltted by the Task Force for consideration by the 
Comllllttee on Ways and Means and the Committee on Education 
and Labor. 
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CHAPTER II-PROPOSALS FOR E.DUCATION TAX 
ALLOWANCE'S 

Proposals for education tax allowances are ~ot new to the Congress. 
Since the 1950's, many measures have been mtroduced each year to 
provide some form of tax relief for the personal costs of higher educa­
tion. Most of the earlier proposals offered the taxpayer a tax deduc­
tion or ex tnt personal exemption for education expenses. Since the 
mid-1960's, however, the most frequently advocated form of allow­
ance has been a credit against tax liability. In some cases, a credit/ 
deduction option has been proposed. Deferment or postponement of 
taxes has also been considered as an alternative to tax credits or 
deductions. ~ 

No education tax allowance measure has ever received approval 
by the full Congress. The Senate approved tax credit amendments in 
1967, 1969, 1911, and twice in 1976, but these amendments never 
reached the floor of the House. In the 95th Congress, over 80 proposals 
for education tax allowances have been introduced. They are listed 
in the Appendix. 

Each of the Members of Congress who testified at the hearings is 
the sponsor (or cosponsor) of an education tax allowance measure in 
the current Congress. The major features of their proposals are 
presented in Table 1. The proposals can be distinguished according 
to (1) the type of allowance offered, (2) ~he na~ure. of th~ ~xpenses 
which are covered, (3) the level of educatIOn WhICh IS SUbSIdIzed, (4) 
the type of student who is eligible, and (5) the estimated cost of the 
program. 

(3) 
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TABLE I.-DESCRIPTION OF EDUCATION TAX ALLOWANCES PROPOSED BY MEMBERS OF CONGRESS TESTIFYING AT THE TASK FORCE HEARINGS 

Item Roth Mikva Delaney 

Type of allowance ••.•• ___ •••.. __ •••• __ ._. Nonrefundable credit of not more than $250 ($500 Interest·free deferral of taxes equal to 75 percent Deduction of $1,000 or nonrefundable credit of 
by 1980) per student per year.1 . of the lst $1.000. 50 percent of the next $1,000 $250,1 ."-

and 25 percent of the 3d $1.000 of education ..-
expenses. Total deferral cannot exceed $10.000 
per student. Repayment must be within 10 yr of 
completion of education or within 20 yr from 
beginning of deferment. whichever is earlier. 

Qualified expenses •••• _ •••.••••••••••••.•.••..• Tuition. fees. books. supplies. and equipment. Tuition. fees. books. supplies. and equipment. Tuition only. 
Qualified expenses are calculated net of fellow· Qualified expenses are calculated net of fellow· 
ships. scholarships. and veterans' benefits. ships. scholarships. and veterans' benefits. 

level of education covered •••••••• _ ••••••••.... Postsecondary. but not graduate .•••••.•••••••••• Postsecondary •••• , ., ....•.••.••.••.•••••••••. Posts~ondary. secondary. and elementary. 
Type of student covered .••• _ ••...•.. _ .••••••• Full·tlme student only •••••.•••.•••••....•...•. Part·t,me and full·tlme students ••••.•... _ ..••.• Full-time student only. 
Estimated cost: 

~f~ \~\\ ~!~~:: =:=:::::::::::::::::::::::: iUi~l~i~;i:::::::::::: :::::::::::: :::: :::::: m ~I::I~~:: ::::::: :::::::: :::: :::::::: :::::: iU gim~~:: 

Item Harris 

Type of a!lowance •••••••••..•••..•..•.•••••••• Nonrefundable credit equal to 100 percent of lst 
$200. 25 percent of next $300. and 5 percent of 
expenses between $500 and $1.500. Credit 
reduced by 1 percent of adjusted gross income 
above $22.500.1 

Corcoran 

Nonrefundable credit equal to 50 percent of 
qualified expenses (maximum Cledi! of $250), 
or deduction of $1.000.' 

Crane 

Nonrefundable credit equal to 75 percent of 1st 
$200. 25 percent of next \300. and 10 percent 
of Qualified expenses between $500 and 11.500. 
Credit reduced by I percent of adjusted irOSS 
income above $25.000) 

. . ' , Tuition fees books, supplies, and equipment. 
Qualified expenses .•••• _ .• __ ••• _ ..•••• _ •• _· Tuition, fellS. books. supplies, and eq,Ulpmhent. TUltlon •.• _ •.••..•• _ ... • ...................... Eligible expenses reduced by fellowships, 

Eligible expenses calculate.d net of fel ows 'PS, scholarships. and veterans' benefits. 
scholarships. and veterans benefits. Postsecondary secondary. and elementary ........ Postsecondary. . 

level of education covered ••• _ ••••••.•••.•••.•• PpOSttst'!Condardy·f·I·I·time·siudeiii;·······-········ Part.time and full.time students ................ Part-time and full·tlme students. 
Type of student covered. __ ..................... ar· Ime an u· ................ . . 
Estimated cost: $30 billion' ••.••••••••...•••.••••••••••...• $3.8 billion' ••• _ ................ ·· ••••• ••••·•• $2.7 billion.! 

lst full year •••••••••••••• ··············- $3'5 b·II·,on'" $4,4 billlon' ••••..••....•...•• _ ..•• · ••• ··••··• $3,2 billion. 5th full year ................. · ....... _···· . I •••.••••••••••••••.••.••••••••.••• 

Item Coughlin Schw~iker Holling~ 

"on refundable credit of not more than $250 ($500 One bill would offer a nonrefundable credit of 
II Nonrefundable credit equal to 100 percent of the "by 19-0) per student.'. $1.000.' A separately introduced bill would Type of a owance ••••••••• _______ ····_ lst $200.-75 percent of the next $300. and 25 • provide a deduction of $3.500. 

percent of qualified expenses between $500 and 
$1 500. Credit reduced by 1 percent of adjusted 

. ~ross income above $25.000.' . T . . f b ks su lies and equipment. Tuition. fees, books. supplies, and equipment. 
Qualified expenseL ................. _········ TUE\\~rb,:e::pe~~~~sar:Utar~~~~·te~n~et"~r're'TI~~t: uE1:~rble e::pen~~s are c~rculaietl ,net of fellow· E~igible hx~en~es ar:ncJlc~;:;:~s~~te~~li~~~ow. 

ships scholarships and veterans' benefits. ships. scholarships. and veterans benefits. P St 'PS • s~ oars IPS. v 
Pt' d' Postsecondary but not graduate .. __ ••.•••..••.•• os ~econ ary. t d tiD d fon 

level of education covered •••••••..•••.•••.•••. pO~~ii~~ a~Jiiili:tim·e;tudeiiii:::~:::::::::::: Full·time student only ......................... CreFdl,tl-tFUII.tlmde rtS X~~ 'tu~~lt~ e uc I - C!J1 
Type of student covered ••••••••.••• _ .• _....... au· Ime an pa IS. 

Estimated east: . . $1 billion' •••.••••.••.•••.••••..•••.••• ,. Credit: $4,g billion.' $5.6 billionlDeduction: $1.7 
lst full year ....... _ •• _ •• ···._.········· $$65.57 bb'I,II!on:-••••••••••••••.••••••••••••.••.. : $2.3 billion·;::: •.•••.• _ ... __ •.• _.............. billion.' $2.0 billion.' 
5th full year ......................... ·•••• . I .on ................................ . 

I A nonrefundable tax credit is one which cannot exceed the taxpayer's tax liability. A refundable 
tax credit is one wh ich pr9vidu the taxpayer a cash payment for lIIe difference If th e calculated credit 
is laraer than the tax liability. 

t CSO estimate based on CRS data. 
I Joint Committee on Taxation estimate. 
• CRS estimate. 
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TYPES OF ALLOWANCE 

Most of the proposals shown in Table 1 would offer the tux payer a 
credit against tax liability. In some cases, the taxpayer could choose 
between a tax credit and a larger tax deduction. The maximum credit 
differs somewhat among bills, ranging from $250 to $1,000. These 
credits would not be refundable; that is, the amount received could 
not exceed the taxpayer's tux liability. Generally, but not always, 
the credit would vary with the amount of education expenses and 
wou~d offset a larger fraction of initial expenses and a smaller fraction 
of 11l~her costs. In some cases (for example, Coughlin, Hollings, and 
HarrIS), the credit would be reduced by a proportion of adjusted 
gross income above some specified level. 

As an alternative to a tax deduction or credit, the Mikva proposal 
'Y"ou.I? allow the taxpayer to defer or post.pone a portion of the tax 
habIlIty, based on the amount of educatlOn expenses incurred. As 
indicated by Congressman Mikva in his testimony, the payback 
period could be shortened and an interest charge could be imposed to 
reduce the cost to the Government. 

QUALIFIED EXPENSES 

M~st of t~e p!oposal~ in Ta~l~ 1 would cover the expenses direc~ly 
assoCIated WIth InstructIOn-tmtIOn, fees, books, supphes, and eqUIp­
ment. Some proposals (for example, Delaney and Schweiker), however, 
would apply only to tuition. None of the proposals would provide an 
allowance for living expenses. Most proposals would reduce the 
amount of expenses eligible for the allowance by amounts received in 
the form of fellowships, scholarships, and veterans' education benefits. 

LEVEL OF EDUCATION 

For the most part, the allowances would apply to students enrolled 
in educn,tional institutions providing training above the 12th grade. 
Some measures (for example, Roth and Corcoran) would exclude 
grnduate students; however, others (for example, Schweiker and 
Delnney) would include elementary and secondary students. 

TYPE OF STUDENTS 

Most bills would apply to both part-time and full-time students. 
However, in some cases (for example, Roth, Corcoran, and Delaney), 
the benefits are extended only to full-time students. 

COST 

Estimates of the revenue loss for the first full year; the tnx allow­
ances that are in effect range from $1 billion to nearly $8 billion, de­
pending on the specific bill. In general, the cost is less for proposals that 
are more narrowly focused and that provide relatively small amounts 
of assistance per student. The tax deferral proposed by Congressman 
Mikva would cost the most in the short run since It provides the 
largest per-student benefit. In the long run, however, it would cost 
less than many other proposals because taxpayers would pay back 
their deferred taxes. 

CHAPTER III-ADMINISTRATION'S POSITION ON 
EDUCATION TAX ALLOWANCES 

The Administration's position on education tax allowances y;r 
presented by Dr. Mary Berry, As::;istant Secretary for EducatIO 
Derurtment of Hel\lth, Education, n,pcl Welfare, !11.ld by Dr. La 
rence N. Woodworth, Assistant Secretary for Tax PolIcy, Departme: 
of the Treasury. 

Dr. Berry stated that HEW opposes the adoption of educatio.n t 
allowances. HEW's view is that such tax allowances are not conslste 
with current education policy which provides student assistance p; 
marily on the basis of need. In general, education t~x ~llowances a 
not narrowlv directed to those with need. In HEW s VIew, there a 
a number of combinations of grnnt and loan programs. that. wou 
deal with the financial problems of students from mIddle-lllcor 
families better than education tax allowances. 

Dr. Woodworth stated that Treasury opposes the adoption of t 
allowances for the personal costs of educa~ion primarily bect~use S~l 
mea.'iures are not consistent with the baSIC goals of tax pollcy: Sll 
plicity, efficiency, and equity. Treasury yiews tax allowances f 
education expenses as a form of tax expendIture that would add COl 
plexity to tax fo~s. It is n?t clear to Treas~ry that such allowan< 
promote an effiCIent allocatlOn of resources smce some forms of ed 
cation would be subsidized, but others would not be. (For examp 
most bills. do not. subsidize on-the-job t:aining, a very important f01 
of educatIOn.) Fm ally , Treasury ques~lOns the egUlty of such ano' 
ances ::;ince they generally. do not comader finl1ncllll need .and, for t 
most part, would be recelved by those who a.re wealthIer tl1nIl t 
average taxpayer. 

(7) 
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CHAPTER IV -SUMMARY OF TESTIMONY SUBMITTED 
BY CONGRESSMEN AND SENATORS 

The view of the Congressmen and Senators who submitted testi­
mony was that some form of tax allowance should be provided to 
middle-income families for the costs of higher education. However, 
there was some variation in the form of tax allowance that was con­
sidered appropriate. 

REPRESENTATIVE ABNER J. MIKVA. : 

Representative Abner J. Mikva favored the adoption of a new 
program of student aid. He expressed dissatisfaction with the low 
participation rate for the cQ.rrent grant programs and the high de­
fault rates and arbitrary determination of eligibility for the loan 
programs. He noted that a tax credit program would be less likely to 
have these shortcomings since eligibility would be determined rela­
tively simply, 'since participation would not be dampened by a 
complicated application process, and since no repayment of the sub­
sidy would be required. However, he questioned the adequacy of 
relief provided by most tax credit proposals and the high budgetary 
cost of such plans. 

As an alternative, he recommended the adoption of a plan that 
would allow taxp'ayers to defer or postpone the payment of a portion 
of their tax liabIlity based on their education expenses. According to 
Congressman Mikva, this plan could be administered effectively by 
the IRS and would provide families with the needed liquidity to 
finance current education costs at a modest cost to the Treasury. He 
emphasized that, since a tax deferral plan would primarily assist 
middle-income families, the current programs of aid to institutions 
and low-income students should not be abandoned. 

REPRESENTATIVE LAWRENCE COUGHLIN 
I 

Representative Lawrence Coughlin favored the adoption of an 
education tax credit that would be reduced for taxpayers with adjusted 
gross incomes above $22,500. He noted that the credit would provide 
temporary relief for use only during a limited time period when the 
drain on family income was high. It would not become a permanent tax 
haven for taxpayers .. 

To demonstrate the need for an education tax credit, Congressman 
Coughlin submitted data showing that students from middle-income 
families personally pay a greater share of their college expenses than 
do those in poorer or wealthier circumstances, and that the enrollment 
rate for these students has fallen relative to that of other income 
~roups. He stated that such enrollment declines were not in the best 
mterest of the Nation and that some Federal action was needed. He 
said the cost of his proposal would amount to a very small fraction of 

(9) 
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to~al Federal spendin~ and would ~e partly offset by the higher taxes 
paId by those whose.mcomes were mcreased by higher education. He 
favored the tax c~edlt apFoach because he considers it. to be a more 
reasonable and sImple way to assist middle-income families than 
Il~tempts to extend the ~urrent need-based programs of student aid. 

REPRESENTATIVE TOM CORCORAN 

. Representative Tom Corcoran supported a tax credit plan that 
eventually would allow taxpayers to offset as much as $500 of college 
expenses. (Congressn:a~ Corcoran's plan was identical to that sub­
mItted ~y Senator WIlliam y. Roth, Jr.) He said that college does not 
D:ecessanly me~n abetter .J?b or more pay, but college should not 
sI.mply be conSIdered a trammg program for a better job. He did not 
VIew current l~an p~ograms as a complete solution to the financial 
problems of Ill1ddle-mcome students. These programs he said are 
costly to run and h.ave high default rates. He preferred 'the tax c~edit 
approac~ becal}-se It (1) es~e~ially .aids middle-income families and 
(2) entails relatIvely few admmistrative costs. Also he did not consider 
the overall budgetary cost to be prohibitive.' -

SENATOR WILLIAM V. ROTH, J~. 
. Senator Willi~m V. Roth, Jr., favored the adoption of a tax credit 
th.at wo~ld proVIde .fl!3 much as $500 in relief per student. He said that 
middle-mcome ~aIDllIes and. those with more than one child in school 
have been espeCIally hard hIt by the soaring costs of hio-her education 
For example, he cited statistics indicating that betweeI~ 1969 and 1974 
the enrollment. rate for middle-inc?me stud~nts fell 22 percent while 
that for other m~ome gr~ups r~mamed relatIvely stable. The current 
lack of much rehef for middle-mcome students was illustrated by the 
f~ct that, as of ~anuary 1975, less than 4 percent of the Basic Educa­
tIOnal Opportumty Grants went to fatnilies earning more than $12 000 
a year. . ' 

H.e. st~ted that he does not believe the way to help middle-income 
famIlIes IS to extend ~he current programs of Federal grants. He pre· 
ferr~~ the tax credIt approach because it allows middle-income 
famIlIes to k~ep ~ore of what they earn to pay their own education 
expenses. Middle-mcome families do not want handouts from the 
Federal Government, Senator Roth said. -

-- Senator Roth indicate~ that he did not think the tax deferral 
approach was the appropnate route. He favored tax credits over tax 
~eferrals because credits are easier tc? administer. ~nd are less costly 
In the s~ort run. He al,so opposed the I~ea of prOVIding less aid for the 
fir~t ~hI!d t~at a famI!y has enrolled m school. He did not consider 
thIS dlstmctIOn to be faIr. 

SENATOR RICHARD S. SCHWEIKER ' 

Sella.tor Ric~ard S. Schweiker favored the adoption of a tax credit! 
deductIOn optIOn that would apply to students in elementary and 
secondary schools as well ~s to those in postsecondary programs. The 
reason he would extend aId to the lower education levels is that it 
would help the many Catholic scho?ls whose services relieve the local 
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. ,governments of the financial burdens of educating this group of 
:students. 

He prefers tax credits and deductions rather than an extension of 
-current grunt programs because he does not believe that modification 
.of the grunt programs would provide much aid for middle-income 
families. Data for the State of Pennsylvania, he said, indicate that 
no significant relief will go to middle-income families as a result of 
the 1976 changes in the Ba.<,ic Educational Opportunity Grant pro­
gram that raised the maximum award from $1,400 to $1,800. He Itlso 
opposed the tax deferral approach because he considers it to be quite 
-complicuted. He believes that, while his tax relief plan would provide 
-only a limit~d amount of aid, it nevertheless would be a simple and 
practical method of assistance. Moreover, it would require neither a 
new bureaucracy nor more paperwork for colleges and universities. 

REPRESENTATIVE PHILIP M. CRANE 

Congressman Philip M. Crane favored the adoption of either a tax 
.credit or tax deduction for higher education costs. His opinion was 
that, since the tax code currently provides incentives for capital 
investments, it should also provide them for investments in people. 

, He said that, in the long run, the shortrun revenue loss would be more 
than made up by higher tax payments from those whose incomes are 
increased through education. Moreover, he believes that the resulting 
increase in enrollments would enable institutions better to finance the 
-cost of providing educational services. He did not favor the adoption 
.of a tax deferral plan because he considered it too complicated to 
:administer. 

REPRESENTATIVE HERBERT E. HARRIS 

In a statement submitted for the record, Congressman Herbert E. 
Harris favoreu a tax credit that would be reduceu for families with 
,adjusted gross incomes above $25,000. He preferred the tax credit 
-approach because he believes it is a simple and direct means of pro­
viding assistance. He acknowledged that, since his credit plan covers 
a fraction of costs and has a ceiling, it will offset a larger percentage 
.of the cost at less expensive institutions but will provide a larger 
.dollar subsidy to stu\lents attending more expensive institutions. He 
believed that a tax credit is necessary to improve the equity of the 
tax code. He viewed as unfair the tax code's dual treatment of educa· 
tion expenses that, on the one hand, allows a deduction for education· 
related "business expenses" incurred for training required to maintain 
.one's position of employment but, on the other hand, provides no 
relief for students who are pursuing e(Iucation or training for their 
.future careers. 

SENATOR ERNEST F. HOLLINGS 

Senator Ernest F. Hollings submitted a written statement in sup­
,port of his proposal for a tax credit that would be reduced for families 
with adjusted gross incomes above $25,000. Tax credits are needed, 
he said, to offset the soaring increa...,;es in college costs that have re­
.duce(1 access to higher education for many middle-income families. 
;Such credits would help those families whose savings for college have 
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been eroded by infl~ti~m and who find. ~t difficult,. if I?-ot impossible, 
to borrow because of tight money conlhtlOns and high mterest rates. 

REPRESENTATIVE JAMES J. DELANEY 

Congressman James J. Delaney's statement for the record favored 
the approach of a tax credit/deduction option. Like Senator Schweiker 
he would make the credit (or deduction) avnilable to elementnr,v an(i 

,secondary students as well as to postsecondary students. Accorlhng to 
Congressman Delaney, a tax credit or deduction for education is more 
than tax justice-it ma~es good econo.mic sense. Moreover, he noted 

· that both the Democratic and Repubhcan platforms were committed 
.to some form of financinl relief for education expenses. 

REPRESENTATIVE MARIO BIAGGI 

Co~gressman Mario Biaggi (a cosponsor of the Delaney bill) 
submItted a stateI?ent for .the record in which he expressed his sup­
p0.r~ for a tax cre(1it/deductlOn option that would help families finance 
tUItlOn expense~ at. ele.mentary and secondary schools as well as at 

· postsecondary mstltutIOns. He noted that soarinO' education costs 
ar~ making it more difficult for families to send "'their children to 
private schools and that this burden is increased by taxes used to 
support p~blic institutions. ~ccording to. him, the Delaney bill would 
a.ddress tIns problem. Yet, Its design overcomes constitutional objec­
tlOns based on the first amendment because it does not restrict aid to 
those attending religiously affiliated schools. The measure is especially 
attractive to him si~ce it. do~s not enlarge the Federal sector-the 
taxpayer cou~d obtam relief Simply by wlthholdinO' part of his own 
tax funds. Fmally, he viewed the bill as highly ~omplementary to 

.. other Government programs that attempt to provide expanded 
· educational opportunities for more children. 

(CHAPTER V-POSITION OF NON CONGRESSIONAL 
WITNESSES 

COMMISSION ON INDEPENDENT COLLEGES AND UNIVERSITIES 

Dr. Henry D. Pilley stated that the Commission on Independent 
-Colleges and Universities (CrCU) does not view tax allowances as 
reasonable or practical substitutes for existing prOh'Tams of aid. How­
ever, CICU believes that Federal tax relief, if properly structured, 

. cOlll(1 provide a pructicnl means of stabilizing enrollments between 
public nnd private schools while enhancing student choice. 

NATIONAL ASSOCIATION OF STATE UNIVERSITIES AND LAND GRANT 
COLLEGES 

In a statement submitted for the record, Dr. Edward J. Bloustein 
said that the National Association of State Universities and Land 
Grant Colleg~s had not reached a definitive position on tax credits 
since the group is ambivalent about the issue. Specifically, it views new 
prO~'Tams to aid institutions in the context of the existing patchwork 
·of programs which, according to them, is in need of a thorough over­
haul. Tax credits do not aid in the overhaul of the system. Moreover, 
the institutional benefits of tax credits are incidental to the tax bene­
fits for the midJle class. 

Speaking for himself, and not for the National Association of State 
Universities nnd Land Grant Colleges, he voiced approval of educa­
tion tax credits. He feels th!l.t a tax credit program would not require 
a larger bureaucratic structure. AlHo, it could be easily directed to 
specific income !,,'TOUpS without requiring middle-income students and 
their parents to document povert,Y-a requirement they would find 
offensive and humiliating. Finally, he said, tax credits would not be 
subject to the vagaries of the !l.ppropriations process. 

,NATIONAL STUDENT LOBBY 

David Rosen testified that the National Student Lobby opposes 
.education tax allowances for several reasons: 

In general, most tax allowance proposals do not provide enough 
aid to afford real financial relief for students or their families. 

'fnx allowances do not directly aid students. Rather, the funds 
would generally go to parents with no assurance that they would 
be spent for edueation purposes. 

The tax structure is not an appropriate way to provide edu­
cation cost relief. No valid rationale has been given for using 
the tax structure for thiH pllrpo,.;e. 

Tax allowances will undermine Hlipport for the existing array 
of student aid programs. Currently, more than $1 billion in 
revenue is lost through tax expenditures that ai(l students or 
their families. Another tax expenditure should not be provided 
without examining the benefit,s of the current set of tax 
expenditures. 

(18) 
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J'he Guarante~cl Student Loan program is a more appro. 
pnate form of aId for students from middle-income families. 
It provides a.la~ger be~efit than ~Io most tax allowance proposals 

.. and makes It. ImmedIately avaIlable rather than when taxes 
are paid. . 

COALITION OF INDEPENDENT COLLEGE AND UNIVERSITY STUDENTS 

Lawrence Zaglaniczny testified that the coalition of Indepenuent 
Col,lege and University Students opposes tax allowances for edu­
catlOn expenses because the Coalition believes such allowances will 
upset the balance between private and public hiO"her education 
1;teferring specific~lly to an allo~ance such as the "one offered by 
Senator Ro!h, whIch would prOVIde a $500 credit, Mr. Zaglaniczny 
stated that It would result in zero or half-tuition for almost all those 
~tte!l.(li~g a publicly .supported i~stitution, thereby giving those 
lllS!ltutlOns a sub~t~ntlal ~omparative advantage over private insti­
tutlOns. The CoahtlOn 1;leheves that the current system of aid is the 
best structure although It could be refined to meet unsatisfied goals. 

DR. KENNETH SHAW 

, Dr. Kenneth Shaw, President of Southern Illinois University, said 
that a prudent and generous program of tax incentives could be an 
extremely valuable ~evice. In his view, tax allowances are a good way 
to attack the financIal problem of families with more than one child 
'in school .at the same time. However, he emphasized that adoption 
of educatlOn allowances should not result in the abandonment of 

. current pro~ams that assist low-income minorities. Also, attention 
should be. paId to the problems ofp.llrt-time students. Any program 
?f e~ucatlOn tax allowances should lllclude safeguards to insure that 
mstitutions will not raise tuitions. 

i 
''1 I GREAT LAKES COLLEGE AsSOCIATION 

. Thomas E. W enzlau, C~airman of the Great Lakes College Associa­
tlOn,. sent a letter to ChRlrInan Simon which appears in the printed 
hearmgs .. Mr. 'Yenzlau expressed his Association's strong support for 
CongresslOnal mterest in middle-income families. The Association 
however, rec~~mends that the Congress focus education tax credit~ 
on those fanllhes who make a substuntial financial contribution for 
educatio~ and whose income presently excludes them from existing 
stude~! aId programs. For example, the credit could be made equal to 
~he ddlerence ~etween college costs and 10 percent of adjusted gross 
lllcome. Accordmg to Mr. Wenzlau, this tvpe of tax credit would assist 
~ho~e f~milies with several children enrolled simultaneously in stnte 
~nstitutlOns as well as those paying the higher price for a private or 
mdependent college. 

COLLEGE REPUBLICAN NATIONAL COMMITTEE 

',.Karl Rove t Chairma~ of the College Republican National Com· 
'mIttee, submItted a WrItten statement for the record in which he 
expressed the view that tuition tax credits are the best way of allowinO' 
parent~ and col~e~e st~dents to finance their own educations, prevent 
expenSIve adnulllstratlve costs, and respond to student desires on 
.campus. 

CHAPTER VI-ISSUES RELATED TO EDUCATION TAX 
ALLOWANCES 

A number of important issues are raised by the proposals to adopt a 
tax allowance for the personal costs of education. Among the issues. 
considered at the hearing were: 

The financial burden of college costs for middle-income families ~ 
Consistency with current education policy and tax policy; 
The likely impact on tuition charges; 
The effect on competition between public and private 

institutions; .' . 
Problems of administering an education tax allowance program;: 
The effect of a new tax subsidy on support for existing aid 

programs; .' 
The revenue loss from an education tax allowance; and 
Alternative approaches for providing aid to middle-income'. 

families. I 

A wide range of views was expressed on many of these issues. Most· 
participants agreed that more assistance for middle-income families is. 
needed. There was disagreement, however, about whether a tax credit 
would be the best means of providing such assistance. 

THE COLLEGE FINANCIAL BURDEN FOR MIDDLE-INCOME FAMILIES· 

The contention that middle-income families need financial relief 
from the burdensome costs of higher education is often based OIl­
reports that the enrollment rate for this group has fallen in recent 
years relative to that of other income groups. The enrollment decline 
is generally attributed to the financial pressures imposed by soaring­
college costs although other factors, such as family consumption 
patterns and the work/study choice of students, may also contribute. 
While all families are affected by rising college charges, middle­
income families are' thought to be especially burdened since they 
receive relatively little assistance from the direct aid programs that 
are focused on low- and moderate-income groups and since they do 
not have the financial resources that are available to high-income 
families. However, the extent to which enrollment rates have been. 
affected by rising college costs is unclear since, in general, family 
incomes have risen as fast as (or faster than) college charges. 

EnroUment changes 
The pattelTI of enrollment rates for specific income groups is pre­

sented in Table 2, which shows Census Bureau data by primary 
families for real ifi{~ome clltsses during the 1967-76 period. When year­
to-year changes from one year to the next are converted into per~ 
cent ages, the data indicate that since 1969 (the peak enrollment year), 
fumilies earning between $10,000 and $15,000 experienced the laIgest 

(15) 
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enrollment rote decline-16.2 percent. I For those with incomes below 
$10,000, rarticiplttion dropped by 14.5 pereent; while families earning 
more than $15,000 experienced only a 9.2-percent enrollment rate: 
dedine. 

TABLE 2. PERCENT OF PRIMARY FAMILIES WITH IS-24·YEAR·OLD MEMBERS ENROLLED FULL TIME IN COLLEGE 
BY FAMilY INCOME: 1975 DOLLARS 

Family income 1967 1968 1969 1970 1971 1972 1973 1974 1915 1976. 

o to 10,000 ______ . _______ • __ 22.2 23.9 24.9 22.5 22.6 21. 7 19.5 19.2 22.4 21.3: 
10,000 to 15,000 .. _ .. ________ 37.9 38.1 39.4 37.2 34.7 34.6 32.4 31.2 33.4 33.01 
15,000 and oveL __ ._ ...... __ 53.9 53.7 5S.3 S3.2 S1.4 SO. I 48.6 46.6 50.2 49.8 Total. _______ ._._._._ 39.1 40.1 42.0 39.8 38.4 37.8 36.2 34.2 37.1 37.0· 

Source: CBO calculations based on data supplied by the Bureau of tho Census. 

These statistics on enrollments show that participation in higher 
education for some middle-income families (sr:eeifically dlOse earning 
between $10,000 and $15,000) has dedined relative to that of other 
income grOUJlS. For families earning above $15,000, however, it 
appears that enrollment rates have fallen less than those of families in 
lower income clltsses. However, detailed breakdowns for income 
eategories above $15,000 are not available for the entire 1967-76 
period. It is possible that subcategories of the $15,000 and over in­
eome class may have experienced differentem'ollment patterns. 

Oollege charges 
It is unclear to what extent enrollment rates have been affeeted by 

increases in college charges. Recent empirical findings suggest that a 
$100 increase in tuition not offset by additional student aid is likely to 
result in enrollment declines varying from 1 to 3 pereent, depending,. 
among other things, on the family ineome of the student and the type 
of institution.2 This estimate, however, is based on the assumption 
that increases in net college charges are not accompanied by compara­
ble increases in family income. In fact, as shown in Table 3, family 
income llnd (to a greater extent) student aid have generally kept pace 
with college charges. 

TABLE 3.-COLLEGE CHARGES, FAMILY INCOME, STUDENT AID, AND THE GENERAL PRICE LEVEL 

Student charges I Family income' Federal 
appropria- Consumer 

80th Top trons per Price-
Year Public Private Median percentile· 5 percent student' Inde. ' 

1967 ____ . ___ . _______ ._ $1,064 $2,204 $7,932 $12,270 $19.025 $63 100.0 1968_ • ______ • _______ ._ 1,117 2,321 8,362 13,400 20,590 8S 104.2 1969 .• ______________ ._ 1,205 2,S33 9.433 14.751 22.703 84 109.8 1970. ______________ . __ 1,288 2,740 9,867 IS, 531 24,250 85 116.3 1971. ______ . ________ ._ 1,357 2,917 10,285 16,218 25,325 99 121.3 1972. ____ . ____________ 1,458 3.038 11,116 17,760 27,836 159 125.3· 1973. _____ . ___________ 1,517 3,163 12,051 19.2S3 30.015 151 133.1 1974. ________________ • 1,617 3.386 12.902 • 20. 690 • 32, 199 201 147.7 1975. _________________ 1,748 3.667 13,719 • 22, 037 134,144 240 161.2 

S.e footnotes It end of table. 

'On page &I ofthe printed hearings, a CBO graph suhmltted by Chairman Simon Is presented which shows 
changos In enroll mont ral<l. for studonts rather than for family units. According to that graph, the largest 
enrollment dtlcline from HI70 to 11176 was for the $6,000 to $9.000 income cl .... (measured in 1976 dollars). This 
conclusion ditTers from that stated above and may reflect dilferences In the income distribution of students 
and family units. SI'we m03t pr~p3"'ls for education tax "Uowa'lces aredirecUld at families rather than 
students, however. the decision was made to focus on ramlly units In this .... port. 

:2 For a review of sevt'ral of tho mo~t ref'eut studies, see Jark~on &: W~a.ther:iby. "Individual Demand for 
Higher Education," Jourlidl 0/ High" Education, November/December 1975. 
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TABLE 3.-COlLEGE CHARGES, FAMILY INCOME, STUOENT AID, ANO THE GENERAL PRICE LEVEL-COntinued 

Student char g •• I familV income! Federal 
appropria. Consumer 

80th Top tions per Price 
Year Public Private Median percentile 5 percent student' Index' 

CUMULATIVE PERCENTAGE CHANGE FROM 1967 

1968 ••. _ ..... __ .•••. _ 5.0 5.3 8.8 9.2 8.2 34.9 4.2 
1969. ___ . _______ ._._._ 13.3 14.9 18.9 20.3 19.3 33.3 9.8 
1910 •. ______________ ._ 21.1 24.3 24.4 26.6 27.5 34.9 16.3 
1971. _______ ~ ______ . __ 27.5 32.4 29.6 32.2 33.1 57.1 21.3 
1972 ... _. _____________ 37.0 37.8 40.1 44.7 46.3 152.4 25.3 
1973 .. ______ . _____ • __ • 42.6 43.5 51. 9 56.9 57.8 139.7 33.1 
1974 .. ___ . _____ . _____ . 52.0 53.6 62.6 68.6 69.2 219.0 47.7 
1975. ____ . __________ ._ 64.3 66.4 72.9 79.6 79.5 281.0 61.2 

I Projections of Education Statistics, National Center for Education Statistics (HCES), table 41, p. 86. Chanies for 1975 
are Hers estimates. (Year 1967 equals academic year 1967-<;8, etc.). 

2 "Statistical Abstract for the U.S. 1976" and "Current Population Survey," series P·60, Nos. 105 and 107. 
I "Budget of the U.S. Government" and related materials. . 
• "[conomic Report of the President." 
• Not strictly comparable to earlier years due to revised procedures. 

As shown in the lower panel of Table 3, charges at both public and 
private institutions rose by roughly 65 percent during the period 
1967-75. The consumer price index (a measure of the general price 
level) rose byisomewhat less-61.2 percent. As a result, real college 
costs (that is, costs adjusted for inflation) rose by only 1.9 percent at 
public institutions and 3.2 percent at private institutions. 

Offsetting this increase in real college charges, however, has b~en 
it rise in family incomes, both in real and current dollar terms. Durmg 
the 1967-75 period, median family income increased by 72.9 percent 
(7.3 percent in real terms) compared to an increase in eollege charges 
of roughly 65 percent. Because of this growth in family income, 
student charges at public institutions decreased from 13.4 percent 
to 12.7 percent of median family ineome while student charges at 
private institutions fell from 27.8 percent of median family income 
to 26.7 percent. . 

Families with incomes well above the median have experienced an 
even faster growth in income. For those in the 80th percentile (that is, 
just below the richest 20 percent) and those in the top 5 percent, the 
growth in current dollar income has been 7~.6 percent an~ 7~.5 
percent, reslJectively.,As it result, eollege costs m 1975 were a slgmfi­
cantly smal er portion of income than in 1967 

To some extent, increases in college charges have also been offset ~y 
growth in Federnl student aid. During the period 1967-75, approprm­
tions for the major student aid pl0grl1mS grew 281 percent on a full­
time student e(luivltlent basis. While most of the nppropriotions were 
for programs primarily aiding lower ineome st.udents, there was also 
substantial growth in the Guamnteed Student Loan Program 
(GSLP)-the primary source of assistance for middle-income ftl.milies. 
From 1967 to 1975, appropriations for the GSLP (which represent. .the 
subsidy element of the program) rose by 472 percent on a full-tIme 
st.udent equivalent basis. During t.his period, fnmilies with adjusted 
family incomes of $15,000 or less (ltpproxillliltel.v $19,000 of adjusted 
gross income) were eligible for Federal pn.yment. of interest clHl,rges 
while they were in schoo1.3 The dollar volume of loans approved per 

• In 1976, the ceiling for this subsidy was raised to $25,000 adjnsted family Income (roughly.$3I,ooo of ad­
lustPd gross Income). The ditTere"N) bPtw .... " these two I11com. cOIweptsls that adJusUld family Income re­
fte'cts adjustments for personal tax exemptions and standard deductions. 
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student rose by 238 percent. Thu~, even for some hmilies not covered 
by the needs-tested direct 11.id program, Federal support has risen 
faster than student charges.' I . 

These data do not support the claim that the financial burden or 
college expenses has increased for middle-income families in general. 
Of course, these findings apply to the "representative" family and do 
not necessarily describe the condition of selected families. Middle­
income families that have unusual expenses other than those for educa-' 
tion or that are sending more than one child to school may in fact be 
experiencing financial hardships. While these hardships may not be 
any worse than those faced by similar families a decade or so ago, 
they may be sufficiently serious to justify consideration of some form 
of relief. 

.. , . CONSISTENCY WITH CURRENT POLICY 

Some wii:;ne~ses observed that a tax credit might be contrary to 
current education and tax policies. For example, a tax credit broadly 
available to all income levels would represent a sharp departure from 
current education programs that are based on family need. Others 
pointed out that, unless very carefully designed, a tax credit would 
conflict with the tax policy goals of fairness, efficiency, and simplicity. 

Relating benefits to need 
Currently, the major student aid programs 4 administe~ed .by the 

Office of Education generally take into account both falmly mcome 
and education expenses when determining the amount of assistance 
provided for a student. Basically, need is determined as the difference 
between a family's ability to contribute and the charges imposed by 
the educational institution. The determinl;Ltion of a family's potential 
contribution includes consideration of income, assets, and the number 
of family dependents enrolled in college. 
. Education tax credits generally do not restrict benefits to families 
in need. While most proposals hnk benefits to expenses, at least to 
some extent, few proposals take income (or some other measure of 
contributing ability) mto account. Thus, many families who would 
not be considered needy under most standards would nevertheless 
receive benefits under many of the education tax credit plans. The 
subsidies for nonneedy families reduce the amount of aid that can be 
distributed to families with demonstrated need. Thus, some students 
might be prevented from attending college because of insufficient 
subsidies while others might receive subsidies that are not really 
needed. 
Taxpayer equity 

Witnesses opposing the adoption of a tax credit for education 
expenses e}..-pressed concern that the credit would have an adverse 
effect on tax equity among individuals similarly situated (horizontal 
equity) and among taxpayers with different incomes (vertical equity). 
Education expenses do reduce the amount of income that can be used 

• The major student aid programs admlnlst~red by the Office of Education Inelud~ the following: Basic 
Edl1('stional Opportunity Grants, SupplflIDt'ntal "'~dll('a1ional Opportnnity Grants, Work/Study Programs, 
National District. St.udent Loans, and Ol1arant....,<1 Stu<l60t Loans. In fiseal year 1977. outlays total.<I $2.1 
billion. Sinee variables other thanlm:ome arc considered when determining eligibility for most of these pro· 
grams, th~re Is no fixed income level above whirh eliRlbility abntptly ends. However, generally those with 
incomes above $20,000 do not q11alify for the grant and dired loan programs, and those with Incomes above 
$31,000, are not able to get guaranteed student 108IlJl. 
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r~r other purp?ses! but.i~ is not clear that such expenses represent the 
kmd of reductlOn III ability to pay taxes that should be recognized by 
the, tax code. The implications of education tax allowances for tax 
eqUIty depend on what view of this issue is adopted. . 

In the.ory,. involuntary a:nd une?,pected personal expenses that are 
ex~r.aordIllarily large relatIve to Illcome have a greater impact on 
abI.hty to pay taxes and thus may have more claim to be treated as 
legIt!mate allowances against taxes. Casualty losses and extraordinary 
medical expenses are good examples. A person generally has little 
c~mtrol over these outlays; 5 they are usually unforeseen and some­
times are catastrophically large. Because of the nature of these 
expenses, the tax allowan~es provided for .them receive fairly wide 
suppor~ as measures tha~ Improve tax eqUIty. They help to relieve 
hardshIps. that would arlse from the strict application of a tax on 
economIC Income. 

It. is not clear that education expenses resemble casua1ty losses and 
me(!Ical expenses c~osely enough.to warrant special tax allowances for 
eqUIty. ~urposes. LIke !tn m,"pendlture for medICal care, an e:" .. penditure 
fo~ t~utlon may be Viewed by many taxpayers as a duty, a high­
prIOrlty expense to be borne for the benefit of one's children or other 
dependents. As su~h they may be considered semi-involuntary in 
nature, and deservmg of a tax allowance on the grounds that, to 
some extent, they represent a nonvoluntary reduction in ability to 
pay taxes. However, they also resemble other semi-involuntary ex­
penses, such as those for food and shelter, for which no deductlOn is 
provided. Moreove~, education expenses differ from medical expenses 
and casualty losses III that the need to finance an education can almost 
always be anticipated far in advance. Finally, it may be argued that 
e~ucation expense~ are inherently a more personal type of consu.mp-
tlOn than are medICal expenses and thus should not be given any tax 
allowance. ' 

If education expens~s are not considered to be a legitimate offset to 
taxes, then the adoptlOn of an education tax credit will worsen both 
horizonta~ and vertica~ .equi~y. Horizontal equity will be adversely 
affected sIllce two familIes With the same income wealth and num .. 
ber of children will be subject to different tax liabilities'if one has 
children in college while the oth.er does not. Vertical equity (fair 
t~eatment among ~a?,payers who dIffer only in income) will also suffer 
SIllce the progre~sIvity o~ the tax structure will depend on the num­
ber of students III a famIly. On average, taxpayers with children in 
college are ~ealthier th~n !!lost other taxpayers; thus, the adoption 
of an educatI~m tax credIt Will mak;e ~he tax structure less progressive. 
Some may View reduced progresslvity as a desirable reform but it 
could be provided in a more straightforward way by altering' the tax 
rate schedule rather than by providing allowances for education 
expenses. 

However, if one adopts the opposing view that some tax allowance 
for education. exp~~ses is necessaI~y to achieve equity among taxpayers 
based on their abIhty to pay taxes, the only questlOn left is the form 
that the allowance should take. A tax deduction seems more consistent 
with tl,Ii.s view than a credit. In our tax system expenses that reduce 
the abilIty to pay, such as casualty losses or unusually high medical 

• Some medical expenses such as those Incurred for faceUftltll and hair transplants may be viewed as 
volmltary. however. 



20 

'expenses, usually take the for~ of d~duction~. In this way, the rela­
tionships among taxpayers wIth. different m?omes but the same 
ability to pay taxes are not m<?<ilfied. A credit, !>y contrast, could 
leave a lower income. taxp~yer ";'lth modest ed?catlOn expenses het~er 
off than someone With higher mcome and hl~h educatIOn expenses 
even though it is stipulated that the educatIOn expenses have left 
them both with the same ability to pay taxes. If, for example, T8:x-
payer A has income of $22,000 and education e~venses of $2,000 while 
Taxpayer B has income of $25 000 and educatIOn expenses of $5,000, 
both have $20000 left after tl;ese expenses with which to pay taxes. 
If education e~penses are deduc.ti~le for tax purpos,es, ~oth A and B 
would pay the same tax. But If mstead a credit IS gIven for s0!lle 
portion of the education expenses, Taxpayer It ~vould end up paymg 
less in taxes than Taxpayer B even though ~t IS assumed .that both 
have the same ability to pay. This example IS elaborated m the fol­
lowing table. 

Deduction Credit 

Item 
Taxpayer 

A 
Taxpayer 

B 
Taxpayer 

A 
Taxpayer 

B 

$22,000 $25,000 $22,000 $25,000 
2,000 5,000 2,000 5,000 I ncome~ ~ __ -~ - - -- ""r"- -- -- -- -- -- ---- -- -- -- -- -- - .. ---. Education expenses ________________________________ _ 

2~:ggg -5,000 NA NA 
20,000 22,000 25,000 

4,380 4,380 5,020 6,020 

Deduction •• ______________ -- -___ -- -- -- -- -- ----
Taxable income. ______________________ ---- -- -- ------
Tax before credi!.. .. _______________________________ _ 

NA NA -500 -1,250 

4.520 4,770 

Credit (25 percent) _________________________________________________ --:--:= 

Net talL _________________________ -- -- -------- 4,380 4,380 

Efficient allocation of resources .. 
A second goal of tax policy is to promot~ ~n effiCIent allocatIOn of 

the Nation's resources. One reason. for provHlml? a. ta,,; allowa~ce for 
education expenses may be the bellef t~at the NatIOn .IS spendl!1g too 
little on education, and that encouragmg more sl?endlI~g m thI~ area 
would produce net gains for socie~y. From a sO?lal pomt of VI~W, a 
less than optimal amount of spendmg ~or educatIOn may result If ~he 
potential gains to ~oci!'lty f~om educatIOn are greater than the g~ms 
to students; that IS, If SOCIety capture~ some of the benefits. fhe 
social benefits of education tent! to .be lhsreg~rde~l by st.ud~nts w~len 
they decide whether to pursue theIr educatIOn. fhus, It IS pOSSible 
that too few students go to school because the benefits to them of 
additional education are outweighed by the costs t? them even 
though, from society's point of view" the benefits to society or to the 
economy as a whole would far outweigh the costs. . . 

It is difficult to determine whether society would gam fr~m spendmg 
more on higher education at. the expens~ o~ other forms of mvestment. 
Such a determination reqUIres the WeIghmg of all relevant benefits 
and costs involved with directing limited resources away from. other 
activities into education. Many of these costs and benefits are mtan­
gible and extremely diffic,!lt to !lleasure accurately, ~or example, 
while education may proVide sO~lal bene~ts by pr?ducmg a better 
informed electorate and by reducmg the Crime rat~, It may al~o result 
in social costs of foregone benefits because of less mvestment m areas 
such as health care and energy research and development. 
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Even if additional spending for education is considered socially 
beneficial, it is not clear that providing an equal tax subsidy for all 
types of formal edueution will transfer resources to their most produc­
tive use. It may be that subsidizing some forms of education would 
produce social gains while subsidizing other types of education would 
not. During the post-Sputnik era, for example, the Federal aid con­
centrated on scientific education suggests that gains from increased 
investment in this area were thought to be large. On-the-job training 
is a very important form of education that may produce significant 
social benefits; yet, it would not be subsidized by tax allowances 
focused on more formal academic education. 

If more investment in higher education is deemed socially desirable, 
it is not clear that a tax credit for all families is an effective incentive 
for more students to attend school (though it would, of course, 
provide financinl assistanee to many families). Totnl investment in 
higher educntion is most likely to increase if the subsidy is t.argeted 
on those who are at the margin of a decision as to whether to attend 
college or not. Those families who are financially most in need nre 
most likely to be affected by the credit. In the case of a tnx credit 
t.hat is not limited to those in need, a wealthy family that receives 
it may not be nny more likely to send their children to school or to 
inerease the amount of money spent on higher education. The credit 
then would not increase educational spending, but would merely pro­
vide these fmnilies with "windfall" funds for use on consumption 
items not rehtted to education. 
Tax simplificat1:on 

The Trensury Department testified that adoption of a tax credit 
for education expenses would not be eonsistent with tax simplifica­
tion. The pnssage of such a credit would increase the ovprall number 
of credits and would require a new tax schedule. Moreover, it was 
stressed that this type of credit necessarily requires greater record­
keeping by the taxpayer and/or the Internal Revenue Service, pnr-

· ticularly when the legislation provides for some lifetime maximum 
credit for each taxpayer. 

The Administration also argued that a tax credit for education 
expenses is inconsistent with plnns to consolidate nnd simplify pro­
gmms of Fedeml a,ssistance for higher education. The tnx credit 
,,,ould introduce n new program, but more importantly it would be 
ndministered by IRS, and not by HEW-the agency resJlonsible for 
trying to bring some eonsistency and rationality to the existing 

· edueation progrnm struetilre. 

IMPACT ON TUITION CHARGES 

The issue was raised at the hearings that edl\(~lltionnl institutions 
might increuse tuition eharges ane! other fees in response to the 
udoption of a tnx credit for edueation expenses. Sneh a response would 
reduce or eliminnte the st.udent !lid benefits provicipd by the program 
nnd could result in It net incrpa"e in costs fol' nny student not qunlify­
ing for the crE'dit. If institutionul chargps were inerellsE'd by the full 

· nmount of the credit, higher net eosts also would be incurred by 
· families who could not <:Iaim the full eredit. 
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TestimDny relating to. this issue reflected the o~ini~n t~at neither 
publicly suppDrted institutions no.r independent mS~I~utIOns wou~d 
pursue a policy of raising charg~s in respDnse t? ~ tUltIO.n. tax credIt. 
Some witnesses expressed the VIew that the prIcmg POliCICS Df most 
public institutions are designed to. insure access !o.r a ~arge number of 
students. Their view was that unwarrant~d tUItIOn m~re.ase~ w<;lUld 
adversely affect access and thus wOl.lld be vIewe.d by Pll;bhc IpstItutIOns 
as measures to. be adopted only m extraordlI~ary sItua~IOns .. I.nde-
pendent institutions also ,!e:e cDnsidered nDt lIkely to raIse t.UI~:ons. 
The opiniDn was tha.t admmIst:atol's ~o nDt aet as pro~t n:aximizers, 
and in any event ullliateral actIOn by Illdependent .m?tIt~ltIO!!S would 
worsen their competitive position relative to publIc mst~tutIOns. . 

Aside from views sueh· as thDse expressed a.t the hearmgs, there IS 
little evidence on hDW institutions wo~Ild be !Ike~y to respond to. the 
introduction of an education tax credIt. InstItutIOns. must bal~~ce a 

, variety Df cDmpeting pressures in deciding wheth~r to. mcrease tUItIO~S, 
. and the relative strengths of these. pressures wIll dIffer from one m-
stitutiDn to. anDther and from one tIme .tD.anDther. . . 

As a general prDpDsition, ~o.wever, It IS clear that tUIt.lon charges 
are likely to. increase mDre m respDn~e to a broad acro~s-the-bo~rd 

'subsidy than to. a mDre narrDW subSIdy. MD~t .tax credIt pr?posals 
. are substantially less targeted than are the eXI~tII~g student aul prD­
grams which are based Dn need. When only a hmited number Df stu­
dents are subsidized, cDlleges cannot ?apture a large share o.f . the 
subsidy by increasing tuition without drIvmg away SD!ll~ unsubsldlzed 
students.6 When all Dr almost aJI ~t~ldents a:e SUbSIdIzed, howeve:, 
this cDnstraint is substantially dlmIlllshed. ~Ith all .students Dr ~~CIr 
families receiving extra inco.me from the subsidy, reSIstance to' t~lltIOn 
increases wDuld be reduced, andeolleges wDuld face a smaller rIsk Df 

losing students as a result of the increase. .. . 
Whether this DPPDrtunity would be fully e~p~OItc,d IS less ce~tam. 

There are certainly significant pressures. for ~UItIOn mcreases. HIghe.r 
education costs have increased substantIally III recent 'years. In addI­
tion, with the last Df the post-war baby boo~ ~enerit~IOn now largely 

. through college, enrollments have been dechnmg. FIx~d cost~ must 
now be distributed over a smaller number Df students, lllcreasmg the 

-,average per-stud~nt CDst of .edu.cati.Dn. .. . .. . _ 
. At the same tIme, those mstItutIOns faced WIth dnnm~s~mg enrDll 

:. ments may want to Dbtain an advant!lge ~~ the cDmpetltIDn for stu­
dents; They might, theref?r~, keep.thc,lr tUItIDn CDsts lo.w: even t~.o~g? 
other inRtitutions were ralsmg theIrs III response to' tUItIOn subSIdIes. 

EFFECT ON THE CDMPETITIVE BALANCE BETWEEN PUBLIC AND 
INDEPENDENT INSTITUTIONS 

Much CDncern was expres.'!ed at the heari~gs, especially by Congress­
man Barber B. Conable,7 about the sUI'V1val Df a pl?~al system Df 
higher educatio.n which prov:ide~ a <:hoice betwee!! P~?hCIly supported 
and private Dr mdependent .mstItutIOns .. Some wltnes.,>es expresse? the 

, view that tax credits fDr hIgher educatIOn expenses would prDVIde a 

• Tn 1973 the National Commi""lon on the Flnanelng of Postseeondary Eduration reported ftndlnal!" ",hie: 
Indi<'all'<i ihat In res lise to a $100 illc"","" In tllition, enrollment. wOI,tld d..,Une by lJJ::toont to perr"n. 
Se. Nallonal Comm~lon on the Fllla'l<'i!,g of postsecondary Edm'aBo8' F( in"ant) .", an lecondarg Edueo-
tUrn ill th, United Sial", Oonmment Pnlltiug Dffite, Washington, .. 197 ,p. • 

f Boo printed beanllp, pp. 19-20. 
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practical means of stabilizing enrollments between the two hicrheJ 
~ducation sectors. Others cautioned that this form of relief micrh' 
undermine the competitive position of independent institutions. " 
. The tuition charged by publicly supported institutions is substan 

tmlly less than that charged at most independent institutions. Thl 
difference, or "tuition gap," is a primary focus of those concerned witl 
the p}ight of nonpublic higher e?ucation. Increases in the tuition gar 
are vIewed as threats to the sUI'V1val of independent institutions. Edu 
cat~o!! tax credits ~an alter the tuition gap, but the impact on the com 
petltIve balance WIll depend on the design of the credit. 

Several witnesses said that a tuition credit of the sort most oftel 
pro.posed would not alter the tuition gap because the credit would bl 
avaIlable to students attending public inst.itut.ions as well as to thosl 
enrolled at private ones. Other witnesses pointed out however· tha 
while the ab80lute difference in tuitions would not be affected thl 
rela·tive difference could be altered in a manner that would adv~rseb 
affect the position of independent institutions. Consider the case of al 
independe~t i~sti~ution ch~rging $2,000 in ~~ition and a publiclJ 
supl?orted mstltu.tIOn chargm~ $1 ,~OO. Th~ tUItIOn gap is $1,000, all( 
tUItIOn at the prIvate sc~o?l }S tWICe as hIgh as tuition at the publil 
school. If. a ~50~ ta~ credIt IS mtroduced, the net charge at the privatl 
and pubh~ lIlstItut~ons. would be $1,500 an.d. $500, respectively. Thl 
~bsolute dIffe~ence IS s~IlI $1,000, but the ~UItIOn at the private schoo 
IS now three hmes as Illgh. Such a change m the relative cost of tuitiOI 
co~!d w~aken the eo.myetitive position of independent institutions. 

1 he 812e of a credIt may also affect the chOIce made bv a student 
Almost all publicly supported institutions of higher education chargl 
less than $1,000 for tuition and many charge less than $500. The adop 
ti~n. of a $500 tax credit for education expenses would result in frel 
tUItIOn. for ab.o~t 70 percent of all public institution students an< 
half-prIced tUItIOn for another 30 percent. Opponents of thecredi 
~ontend that. suc.h a. result would seriously jeopardize the position 0 

mdependent mstltutlons. 
Some ?f these effe~t~ .can be altered by changing the design of thl 

tax credIt. One. possIbIlIty that w,:s suggested is to provide l1. credi 
equal ~o. a fractIOn of expenses. ThIS approaeh wo.uld generally reduci 
the tUIh?n ~l1.p .and would not .wDrsen the relative price differenci 
between mstItutIOn~. Moreover, If a floor (of say $1,000) were inc or 
porated, the result would be a narrowing in both the absolute an< 
relative difference in tuitions at public and independent schools. II 
the above example, a tuition credit of 50 percent for expenses abovi 
$1,000 would reduce from $2,000 to $1,500 the tuition charo-ed by thl 
independent ins~i~ution. qompared to the publicly supported tllitioI 
D! $1 ,000, t~e tUItIOn gap IS red~ced from $1,000 to. $500, and the tui 
tIOn at the mdependent SChODl IS decreased from 2 to. 1.5 times th 
tuition at the public institution. 

. Recently, new evidence has emerged that casts some doubt on thl 
VIe,,: .that the cDmpetitive position of independent institutions i: 
dechnmg. A study sponsored by the AssDciation Df American Colleo-es 
concluded that contrary to widespread belief, independent institution! 
are holding their Dwn in competition with their public counterparts 

.' W. John Minter, and Howard R. Bowen, "Private Higher Education, Third Annual Report on Finan 
CIa) and Educational Trends In tbe Private Sector of American Hillber Education," Association of AmeriC8l 
Colleges (May 1977). 
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According to the study, four-year indepen~ent colleges ~ave s~own 
stability in enrollment, finance~, a!1d 9uahty C!f aCademI? offenngs. 
Moreover, the number of these InstltutIOns has mcreased SInce 1969. 

PROBLEMS OF ADMINISTERING AN EDUCA'rION TAX CREDIT PROGRAM 

Two drastically different view~ .wer~ expressed at. the hearings 
concerning the problems of admInIsterIng an educatIOn tax credIt 
program. Proponents of. t~e cr~dit argued that the si~plicity of its 
design would make adrmmstratIOn easy and that the eXistence of .the 
tax structure and the IRS administrative mechanism would obvIate 
the nced to establish a new program and associated bur~aucracy. 
Those opposing a tax credit for education expenses emphaSized ~hat 
the IRS is not particularly s~illed at making.the sort. of evaluatIOns 
required for effective momtormg of an educatIOn subSIdy program. 

The tax system may be an .ef!icient mechanism fo! distributing sub­
sidy payments when the SubSIdIes are generally avaIlable to ~ost tax­
payers and when the distribution does not. i!1volve evaluatI.ons un­
common to the system. Under these condItIOns, the task Impo~ed 
upon the tax system and the IRS is similar in character to rout~ne 
functions such as the distribution of refund checks. When t~e SUb~I?y 
does not have these features, however, the tax system loses ItS abIlIty 
to operate effectively ':S a distribut?on mechanism. . 

While most educatIOn tax credIt proposals embody a seemmgly 
simple formula for determining the amount of relief that can be claimed 
by a taxpayer factors other than expenses are generally introduced 
that tend to ;estrict the eligibility ?f taxpayers or expen~e~. Such 
limiting factors often include restnctIOns on the type of trammg. and 
expenses that are qualified for the credit. For exampl~, qualIfied 
training may be restricte.d ~o courses .t~at lead to a recogmzed degree 
while expenses may be lumted to tmtIOn and other expenses related 
to instruction but not including living costs. In such cases, the effec­
tive monitoring of the progr~m requir~s careful eyaluation of the natu~e 
of courses and expenses claImed. WhIle the IRS has had some expen­
ence in making this type of evaluation wit.h regard ~o business deduc­
tions for education expenses, the evaluatIOns reqmred by many t.ax 
credit proposals may be more complex. This sug~ests ~hat IRS admm-
istration of a tax credit program cC?\dd. prove faIrly dlffi?ul.t. . 

Evenwhenanedueation tax subSIdy mvolves few rest!ICtlOns reqUIr­
ing the careful evaluation of speeific claims, the plan stIll can pose ad­
lliinistrative problems for the IRS. For example, proposals to allow 
taxpayers to defer or postpone a portion of their .tax liability to fina~ce 
current education expens('\s generally wou~d Involve. a. substantial 
recordkeeping burden. Such proposals often lmpo~e a h~etlme and an­
nual limit on the amount of deferral that can be claImed for each 
student. Also, repayment of the deferred taxes is gener~lly spread out 
over many years. 'fo monitor such a program effectlvt:;ly, the IRS 
would have 'to maintain records for a perioa longer than Its computer 
system is currently equipped to handle. 

EFFEC'l' ON SUPPOUT OF EXISTING AID PROGRA~tS 

Concern was expressed at ~he hearings ti.tat the adoption of a tax 
credit or other new tax subSIdy for educatIOn expenses would erode 
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support for existing student aid programs which provide direct assist 
ance in the fonn of grants and loans. Current tax expenditures fo: 
education, such as the student exemption and the exclusion of fellow 
ships and scholarships, are not based on cost of attendance and thu: 
are somewhat different in character from the direct aid programs. The, 
also have less visibility than a new tax expenditure might have. TheS; 
differences lessen the potential competition between the:le tax ex 
penditures and the direct aid programs. However, a new tax expendi 
ture which is directly related to the cost of attendance is more like), 
to be viewed as an alternative to existing programs of direct aid, es 
pecially as the new program expands. 

A Congressional View of this issue, as represented by those testifyinl 
at the hearings, was that the introduction of a tltX credit for educatiOl 
expenses would not erode support for existing student aid programs. II 
support of this view, it was stressed that the tax credit approach i 
intended primarily to aid students who are not eligible for assistanc 
under current need-based programs of aid. That is, the group targete4 
for benefits under a tax credit program would be students from middl, 
and higher income groups. Since the tax credit approach genera]]' 
would not aid low-income families in need of assistance, the curren 
needs-based programs of aid would not be abandoned. 

Some outside witnesses expressed an opposing view. They indicate4 
the possibility that over time pressures would grow to raise the amoun 
of the tax credit that could be used to offset education expenses. If sucl 
increases were adopted and were sufficiently large to cover a majo 
portion of the costs of attendance, the program conceivably could mak 
adequate funding for other education programs less likely and migh 
come to be viewed as an all-purpose vehicle for distributing all FederlJ 
aid to students. If tax expenditures are viewed as less vulnerable to th 
budget process than are budget outlays, the possibility of this OCCllI 
ring might be increased despite the fact that the new budget procedure 
place more emphasis on reviewing tax expenditures along with direc 
spending programs. 

THE REVENUE Loss FROM EDUCATION TAX ALLOWANCES 

Concern was expressed at the hearings about the revenue loss tha 
would result from, adoption of an education tax allowance. Sue 
allowances result in larger deficits or, alternatively, require additiom 
tax revenue to be raised or reductions to be made in other types c 
Government spending. 'fhey also leave less room to introduce othe 
new spending programs or to adopt tax reforms that lower taxes. 

The first ful1-year revenue cost of the proposals offered by th 
Congressmen and Senators participating in the hearings would rang 
from $1 billion to $8 billion. Some witnesses expressed the view tha 
the revenue loss from education tax allowances eventually would b 
offset or possibly turned into a revenue gain by additional tax pay 
ments from those whose incomes were inereased because of mOT 
education. Others noted that the revenue losses might rise substantiall 
in response to pressures to increase the 5ize of the tax allowance. 

ALTERNATIVE PROGRAMS OF AID FOR MIDDLE-INCOME F AMILJE 

Opponents of specific education tax credit proposals frequentl 
offered suggestions for modifying the plans or recommended alternativ 
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approaches to assist middle-income students. These suggestions were 
usually presented as ways to reduce the cost of specific proposals 
or to address deficiencies of the tax credit approach. 
Directing benefits to multi-student families 

The modification that was most frequently raised for discussion by 
Chairman Paul Simon was a suggestion to vary the credit according 
to the number of children enrolled in school. Specifically, it was 
suggested that a reduced benefit or perhaps nothing might be given 
to families with only one child in school. Families supporting more 
than one student would be treated similarly with respect to the first 
child but would be given a larger credit for each of the other children. 
This approach would direct most of the relief to families experiencing 
the extraordinary hardship of simultlmeously financing more than 
one education. Advocates of this modified approach also emphasized 
that its adoption could produce substantial program savings since 
about one in seven families with children attending college full time 
have more than one child in college at the same time. Alternatively, 
the overall cost could be kept the same, but significantly larger 
benefits could be provided for families with more than one student 
in school. . 

The cost-saving merit of this approach was acknowledged in the 
the comments of witnesses. However, several objections were raised. 
Focusing most of the benefits on families supporting two or more 
students was not considered equivalent to providing benefits according 
to need. Many moderate-income families with only one child in 
school might be more in need than some wealthier families supporting 
several students. Also, this approach would not provide much help 
for families who have to sacrifice for many years to support children 
attending school back-to-back. Having: one child follow another 
throulYh school was considered by some to pose hardships equal to 
that gf simultaneously supporting more than one student. 

Tax deferrals 
One of the programs offered as an alternative to a tax credit for 

education expenses was to allow taxpayers to defer a portion of their 
tax liability based on their education expenses. Repayment of the 
deferred taxes would be made over a number of years beginning some 
time after the students ended their education. This "tax loan" could 
be offered either interest free or at a low interest charge. Both the 
payback period and interest charge could be based on considerations 
of budget cost and family relief. . 

It was emphasized that this approach could provide subAtantially 
more immediate relief for families at the same or less cost to Treasury 
over time than that associated with most tax credit plans. This 
larger amount of temporary relief would be more meaningful to 
families facing financing pressures related to education expenses. 
Initially, the deferral plan would cost more if the size of the deferral 
were larger than the credits generally considered. The annual net 
cost to the Treasury, however, would decline substantially as more 
and more taxpayers begin to repay their deferred taxes. If an interest 

I' 
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charge were attached to this tax loan, the Treasury could ultimately 
experience a net revenue gai~. Finally, since parents rather than 
students wo~Ild generally be l~able for the tax loan, the expected 
default rate m the loan would lIkely be less than that associated with 
current students loans. 
. Critics o~ the tax deferral approach to education subsidies empha­
sIz~d that It sl~ared many of the shortcomings associated with edu­
catIOn tax credI.ts and that there was no compelling reason why loans 
should be provIded through the tax system. Relatively more of the 
benefits would go to wealthier families who have sufficient tax liabilities 
to take advantage of the larger family benefits associated with the 
plan. Also, the plan would be difficult for the IRS to administer. A 
tax deferral program would require reeordkeeping from the time the 
deferral is taken to the time it is repaid. If repayment began after 
~ra<luation and extended over a 10-year penod, the plan would 
mvolve 14 years of recordkeeping. This is subtantially more than the 
IRS computer system is designed to accommodate. The burden of 
recordkeeping would. also ~be borne by the taxpayer and would add 
to the complexity of tax returns. 
Expansion of fJrant and loan programs 

M.aI.ty witnesses oppose,d using the t!!'x system in any way to provide 
SubSIdIes for educatIOn. 1hey emphaSIzed that programs of education 
tax allowances generally do not direct the benefits to those in need. 
This results in unnecessary costs which reduce the amount of benefits 
th8:t can be.pr:ovid~d to the needy. Attempts to design tax programs 
WhICh are lImIted m scope generally result in a complicated set of 
restrictions that are difficult for the IRS to administer. 

T.h?se opposing the tax-subsi~y approach generally agree that any 
addItIOnal money for student RId should be spent on an expansion 
and refinement of current grant and loan programs. The direct assist­
ance approach is frequently viewed as a superior vehicle for disbrib­
uting funds to the needy. The benefits of these programs generally 
~o directly to th~ student rather than to parents, and thus are less 
lIkely to result m reduced family support. Also, direct assistance 
programs are considered easier to administer than tax subsidies since 
the evaluation of eligibility criteria associated with the targeting of 
benefits would be done by specialists. 

~roponents of the direct assistance approach noted that the Edu­
catIOn Amendments of 1976 extended the benefits of current grant 
and l~8:n program." t? familieR. i!l higher inc?me classes. Specifically, 
the ceIlmg on fanllly mcome elIgIble for an "m school" interest subsi­
dy under the Guaranteed Student Loan ProlYram was raised from 
$15,000 to $25,000. (A "family income" of $25"'000 corresponds to an 
adjusted gross in?ome of abou.t ~31,000.) As a r~sult, about 85 percent 
of all students wIll become elIgIble. Also, the maximum award under 
the Basic Educational Opportunity Grants program was raised from 
$1,400 to $1,800 although appropriations for fiscal year 1978 will 
effectively impose a ceiling of $1,600. This increase in the maximum 
award (to $1,600) is expected to add to the program roughly 160,000 
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new recipients, with 85,000 having family in. comes a~ove $15,000. It 
was suggested that further adjustments of tIns sort mIgh~ be ex~loJid 
for the purpose of providing the same amount of Fe<.leral aId to mId e­
income students that would be provi~ed by educatIOn tax allowan.c.es. 

\Vitnesses opposing the direct subSIdy approach general!y ~xpressed 
dissatisfaction with the performance or character of eXlstmg gran j 
an~l loan programs. Low participation rates for grant programs a!l 
high default rates for loan programs were adva~ced as two major 
critich;ms 'rhe view was also expressed that extendmg these programi 
to m~re riddle-income families would not be successful because 0 

the stigma attac~ed .to needs-tested subsidies and the burdensome 
nature of the apphcatIOn process. 

CHAPTER VII-ALTERNATIVE POLICIES 

The henrings before the Task Force on Tax Expenditures, Govern 
ment Organizntion, nnd Regulntion nml material prepared in connee 
tion with the hearings suggested a number of tax and nontax ways tl 
}}rovide student aid. They are set forth here for considemtion by th, 
Committee on \Vays and Menns and the Committee on Educatiol 
and Labor. 

GUARANTEED STUDENT LOANS 

Improvements in the Guaranteed Student Loan Program (GSLP) 
would be one non tax alternative that would provide more aid t 
middle-income students", This program, which currently provide 
lonns at 7 percent interest, was instituted in 1965 primarily to assis 
middle-income students. In the Education Amendments of 1976, thl 
benefits of this program were extended to students in higher incoffii 
brackets. Si)ecifically, the family income ceiling for eligibility wa 
raised from $15,000 to $25,000. (A "family income" of $25,000 cor 
responds to gross income of npproximately $31,000.) As a consequence 
nbout 85 percent of all students nre expected to be eligible for til 
program. An increase in the eligibility ceiling to $50,000 would sweel 
in another 10 percent or more of aU students to reach nbout 95 percent 
The 1976 amendments also raised from $10,000 to $15,000 the tota 
amount that may be borrowed for combined undergraduate ani 
gmduate training. . 

The two major problems with the Guaranteed Student Loa] 
Progl'l1m are (a) an madequate supply of funds by lenders and (b) 
high default rate. 

Studies done for the Office of Education indicate thnt the majo 
factor affecting the availability of funds and the number of participn.t 
ing lenders in the program is the high cost of complying with admini~ 
trative procedures. The costly filing of Federal forms substantiall: 
reduces the net return on student loans.2 'rhis lowered profitnbilit: 
reduces the attractiveness of these loans, and banks (primnrily smnll 
and medium-size lenders) have responded either by dropping out 0 

the program or by severely limiting the volume of student loans il 
their portfolios. 

An incrense in the net return on student loans could have a signifi 
cant impact on the availability of funds. An increase in the net rat 
of return to banks could be accomplished by increasing the rat 
charged to students, by raising the special allowance provided by th 
Government, or by reducing the lenders' administrative costs. In 
creases in the rates chttrged to students and larger special allownnce 

1 Tho other major student loan program, National Dirp{,t. Stndent IAans (NDSL), is aimed primarily I 
8tudents from lower income families. The Guaranteed Student Loan Program. whi<-h already prOVides sl1l 
stanUal aid to stndents from middl&-ineomo families, may therefore be a more appropriate vehicle if iJ 
creased aid for middle and higher Income families is desired. 

2 In addition to the 7 pen'ent rate paid by borrowers of these loans, the Federal Government pays 
'fspet'ial allowatl('C" when market interest rates are high. This allowance is related to the rate on Troosur 
securities and can be 8S large as 5 percent. Currently, the specialallowancels abont 1.5 percent, resulting i 
.. gross return to bankso( 8.5 percent. 

(29) 
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for lenders have been considered in the Congress. The Office of 
Education has been implementing some procedures to reduce admin­
istrative costs, such as centralization and automatization of record­
keeping and report filing. 

Another approach which might help to maintain lender participa­
tion is to increase the number of State. guarantee agencies. Currently, 
25 States have such agencies which administer guaranteed loans in 
their States and share responsibility for default payments with the 
Federal Government. Because they are able to maintain closer con­
tact with the banks in their States, they are more successful than the 
Federal Government in encouraging participation in the program. 
The Education Amendments of 1976 provided financial incentives 
for States to establish such agencies by increasing the Federal share 
of default pnyments and by providing Federal reimbursement for 
collection and administrative costs. 

The high default rate associated with the Guaranteed Student 
Loan Program appenrs to be due primarily to the difficulty of locating 
students after they leave school. In the 1976 education amendments, 
steps were taken to correct this problem. Specifically, legal sanctions 
were imposed on students for failure to report changes of address to the 
lending bank. In turn, banks were required to report addresses of 
borrowers to the Office of Education for the purpose of aiding in the 
seltrch for defaulters. 

A factor affecting the difference in default rates among States is 
the diligence of banks in collecting delinquent loans before seeking 
reimbursement from the Government. In general, default rates appear 
to be lower in those States which have established their own guarantee 
agency. Many of these States require substantial collection efforts by 
bnnks before default payments are made. Also, these State agencies 
strongly encourage the banks to stress to the student borrowers that 
the loans are expected to be repaid. , 

TAX DEFERRAL FOR EDUCATION EXPENSES . 

.-\. tax deferral of some sort would provide a subsidy through the 
tax system. Since a deferral is in substance nothing more than a 
Ionn, this approach might be preferable to a tax credit because the 
deferral cnn provide more short-term aid at smaller long-term cost to 
the Treasury. 

The benefit of using the tax structure for this purpose is that 
default rates may be lower since the liability involved is for Federal 
income tax. In most cases, the liability would be that of the parents 
who as a general rule would be more stable debtors.3 Also, the IRS is 
endowed with an imposing array of forcible collection tools, and they 
mn,y be used without resort to the courts. However, providing tax 
loans would pose administrative problems for the IRS because of the 
verv large record keeping burden. ' 

One way to reduce costs and provide a more precise focusing of 
benefits is to provide smaller per-student deferrals for families with 
only one child in school. Also, the size of the deferral could be reduced 
by some percentage of the taxpayer's adjusted gross income above 

• Making parent. responsible ror student loans may not be consistent with the current Intent of the Con­
gress In this area. In the Guaranteed Student Loan PrO!(ram, ror example, the Congress has Indirated that 
It dot's not intend parents to be held responsible for student loans since sucb a practice Is considered dis­
criminatory against low-income ramilies. 
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some specified level. If such refinements were thought to add unduly 
to the complexity of the program, they could be abandoned at thE 
expense of larger Federal revenue losses. . 

BASIC EDUCATION OPPORTUNITY GRANTS 

Another nont~x alterna.tive would be an expansion of grant pro­
grams. The BaSIC EducatIOn Opportunity Gront (BEOG) is such a 
program currently focused on. ~ow- and m?derate-income families, 
It could.be expanded by (1) ralsmg the maXImum BEOG award and 
(2) alterIng the f~rmula for determining the financial need of students, 

.In the EducatIOn Amendments of 1976, the maximum grant wa~ 
raIsed ~rom $1,~00 tc;> $1,800 alt??ugh appropriations for fiscal yea! 
1978. WIll effectIvely Impose a ce~lmg of $1,600. This increase in the 
maXImum award (to $1,600) is expected to add 160,000 new recipients, 
85,000 of whom are from families with incomes above $15 000 and 
wi.II increase the cost about $175 million. If the maximum a~arcI' were 
raIsed to $2,100, an additional 690,000 students would be added, about 
60 percent of whom would come from families with incomes above 
$15,000. The total cost of the program would be about $2.7 billion in 
fiscal year 1978 (assuming 85 percent student participation). 

Other changes, such as liberalization of the determination of need 
would distribute more funds to ~id~le-income students. Currently; 
20 percent of the first $5,000 of famIly mcome and 30 percent of family 
in~om~ above. $5,000 is one component of a family'S expected COll­

trIbutIOn. ThIS assumed family contribution could be reduced 
especially for family income above $5,000. If no additional funds wer~ 
ma~e av~i~able and the ~ax~mum award were not changed, the result 
of hberahzmg the determmatIOn of need would be to distribute a greater 
share of the BEOG funds to middle-income students. 

OTHER STUDENT AID PROGRAMS 

. A~oth~r w.ay to provide more aid to middle-income families without 
~IstrIbutmg It through the tax system would be to appropriate addi­
tIOnal funds for Suppleme~tal Grants, Di!ect Loans, and Work-Study 
Programs-the other major student aSSIstance programs. However, 
only one-third of the. ~enefits. fro~ these needs-tested programs are 
~ow. allocated to .fatmhes havmg mcome of $10,000 or more/ and it 
IS dIfficult to estImate how additional funds would be distributed. 
Thus, without a large increase in program costs or firmer directions 
fro~ the 90n.gress to aid families with much higher income, little 
asslsta~ce IS hkely to reach those much beyond $15,000 in income. 
ExpanSIOn of these programs, then, seems to be a less efficient means 
for aiding middle-income families than either Basic Grants or Guar­
an teed Loans. 

AMORTIZATION OF EDUCATION EXPENSES 

The~eis one form of tax allowance for the personal costs of higher 
educatIOn that has support among tax theorists. It would give an 
allowance to the students (regardless of who pays for the education) in 

• Congressional Budget Office, "Postsecondary Edncatlon , Tbe Current Federal Role and 
Alternative Approacbes," Budget Issue Paper (February 1977, p. 1)6). 
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the fonn of deductions against gross income earned after graduation. 
This treatment refines the definition of taxable income in a manner 
consistent with the principle that the costs of earning income (in this 
case education expenses) should not be taxed. This treatment of educa· 
tion expenses would then parallel for tax purposes the current treat· 
ment of capital expenditures which may be depreciated over the useful 
life of the asset. ' 

This treatment of education expenses would involve some problems. 
Theoretically, students should not be given deductions for education 
expenses which resemble consumption more than investment outlays. 
For example, courses in music appreciation mig!tt n<?t add .to the p~o· 
fessional skills of a pre-law student. Substantial dIfficulties and m­
equities would arise in making this type of distinction f?r different 
types of education courses and for different students. ThIs approach 
also involves much more recordkeeping than the current treatment of 
most capital assets. The deductions would not begin until the student 
began earning an income-usually a substantial time after the costs 
were incurred. In many cases, both parents and students would have 
incurred costs, and the student would be required to keep both records. 
In addition to these administrative shortcomings, this approach would 
not provide any immediate assistance to finance the current costs of 
education. This liquidity problem would be handled better by loans or 
tax deferrals. Providing students with future tax deductions for current 
education expenses might, however, make it easier for them to obtain 
loans to finance these current costs. 

TAX CREDITS 
.':'\ 

If the Congress chooses to use the tax system to provide a grant 
(rather than a loan) for education expense», then some fonn of tax 
credit could be adopted. As discussed in Chapter II, tax credits can be 
designed to cover different amounts and types of education expenses 
and may be focused on specific groups of students. The design of the 
pro~am could also take into account potential problems discussed at 
the hearings. 

For example, if it were thought important to avoid placing inde-
pendent institutions at a relative disadvantage, the credit could be 
restricted to expenditures above some floor (perhaps $500 or $1,000). 
To lessen the likelihood of institutional increases in student charges, 
the credit could be limited to some fraction (perhaps 50 percent) of 
expenses. The directing of benefits to students with greater need might 
be accomplished by reducing the size of the credit when adjusted gr<?ss 
income exceeds some specified level (perhaps $25,000). A substantIal 
reduction in program costs could be achieved by providing .only a 
limited credit (perhal?s $100) for t~e first child tha.t. a famIly h~s 
enrolled in school, With larger credIts for each addItional chIld III 

school at the same time. 

THE GI BILL ApPROACH 

If the Congress wishes to provide grants to all students without 
distributing the aid in the form of tax allowances, it could do this 
through a program similar to the. GI bill, which provides education 
benefits for veterans. " 
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The GI bill curr~ntly providing virtually all of the veteram 
be~efits was enacted m 1966 and covers those who served during th 
penod January 1956 through December 1976.5 It provides up to 4 
mont~s of benefits fC!r veterans enrolled in approved courses of if 
structI?n. U~der thIs program, the veternn receives a month1 
e;d~IcatIOn aSSIstance allowan?e that i~ intended to meet in part 111 
hvmg expenses as well as hIS educatIOn costs. The amount of th 
allowance depends on the number of dependents that the vetern 
has and on wh.ether he attends school full time or part time. eUl 
rently, those WIth no dependents who attend school full time receiv 
$296 per month. Eligibility for these benefits extends for a period ( 
10 years after separation from service. 
· This type of program-that is, general availubility of higher educi 

tIOn grants-could be adopted for nonveterun students as well. For iT 
~tance, ~very student (upon acceptance to an approved program ( 
mstructIOn) could become eligible for 45 monthly payments of $10 
to be used to finance education and living expenses (for approximatel 
5 year~ ?f. s.chool): To provide some flexibility in the program, a H 
year ehgIbIhty penod could be adopted, beginning when the individm 
rea~hes 18 years of age or when he O'raduates from secondarv schoo 
whIchever comes earlier. This would allow individuals to ta'ke a jo 
for a few years before attending school if they choose to do so. 

The cost of this type of program would depend on the level ( 
monthly ben~fits and on whether part-time students were covere( 
If only full-time students were pr<?v~ded with $100 per month, tb 
program would cost roughly $6.2 bilhon.8 If part-time students weI 
mclud~~ on

7
a prorated basis, the cost of the program would be abou 

$7.5 bIlhon. If more than $100 were provided per month the cost ( 
the progra?J would ~ise accordingly. ' 

The mal<?r potentIal'problem with this program would be that som 
students mI~ht enroll m sc!tc!01 to qualify for the monthly allowanc 
,;nd then fad to make satI~lactory progress or effectively withdra' 
from scho.ol by not att.endmg any classes or performing the cour~ 
work .. ThIS problem mIght be addressed by requiring students t 
subn:nt monthly verifications of satisfactory student status. Such ver 
ficat!ons could be obtained by designing the cheeks which the studer 
recClyes so ~hat the endors.ement of the check would provide vel' 
fic~tIOn su~]ect to .prosecut~on for perjury. The check might also n 
q~nre the s~gnature of a deSIgnated school official. Currently, the G 
h,dl educ~tIOn. program reqUIres quarterly certifications to be madl 
Such certificatIOns reduce the amount of fraud in the proO'ram althoug 
some fraud inevitably persists. b 

• The first aT bill providing generaledneBtion benefit. WB.' passed in 1944 and covered those who servo 
between HHO and 1947. The sc("ond 011>111. ensrted in l!).1i2, provhled edtwat ion benefits to those who ~rVt 
bet,,:"flen 1950 and 1955, The ~ost recent (.11 hill WB.q pB.'lSed In October 1976 and rovers tho"" entering tl 
service aft .. Dec. 31. 1976. ThiS program dlffer~ from the Ifevions prOfl(rams in that tho"" wishing to parti, 
~~es '!i'r~ ~a!t O~~~~~~~~lfll~~I.e they are III servlee. he (.Jovernm.nt matches each dollar of contrib 

• CBO estimates based on National Center for Edncatlon Statistics' estimates of 1976 enrollm.nts Ti 
~':;~t .:':ht~::..'i~~~~lI(:ollld rise sllbstantlally If the payments indllced many people to go to school who WOII 

fOp.cit. 
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APPENDIX-EDUCATION TAX ALLOWANCE PROPOSALS 

INTRODUCED IN THE 95TH CONGRESS 

This appendix provides a listing of the pro.posals for education tax 
allowances introduced in the 95th Congress. , 

Bill No. 

BILLS INTROOUCED IN THE 95th CONGo TO PROVIDE TAX ALLOWANCES FOR HIGHER 
EDUCATION EXPENSES 

Description Principal sponsor 

HOUSE BILLS 

Date 

H.R. 14 ___ ----______ Tax credit: expense$.Jor hiaher education and La Fante, Democrat, of New Jan. 4,1971 
, vocational training. Jersey. 

H.R. 62_,_"_"-' __ C ____ Tax credit: higher education expense. and Wylie, Republican, of Ohlo .. __ .. 
savings plan. . 

H.R. 127_c __________ Tax credit:higher education expen'es _________ Ambro, Democrat,. of New York. 
H.R. 165 _________ .. _ Tax credIt: hIgher educallon tUItIOn expenses Ashbrook, Republican, of Ohlo __ 

, .. ', ~ and charitable girts or contribution •• 
H.R. 213. ___________ Tax credit: hiiher education expenses .. ___ " ___ Brink.IYk Democrat, of Georgia _ 
H.R. 296 _____ • ___________ do .•• __ ._. ___ ._._. _____________________ Conte, epubllcan, of Massa-

• , chu,etts. 
H.R. 302 ___ .. _______ Tax credit: higher education savings plan _________ ._do. __________ • ___ . ______ _ 
H.R. 49L_"_c ___ ••. _ Tax credit: higher education expenses _________ Lent, Republican, of New York __ 

~I ~~:: :::::::::: :::=:~~::::::::::::::::::::::::::::::::::::: ~~r~~hR!;,~~~~~: ~~ N,;;~;::~~I: H.R. 660 ________ •• _______ do •• _. ________________ •••• ___ ._._. ___ ._ Robin,on, Republican, of Vir-
, ' ~~ H.R. 730 ____________ • ____ do _____________ • __________ • __________ Alexander, Republican, of Ar· 

kansas. 
H.R. 817 _____ •• __________ do. ___ .... ----._ •• _. __ ._ •• ____ ••• _._ ... Coughlin, Republican, of Penn· 

.. ' .. " , . ' sylvania. 
H.R. 982 .... _ ••• _ •• ____ .do. _____ ._. ___ • __________ • _____________ Moorhead, Republican, of Cali· 

, fornia. 
H.R. 1072 __ .. ______ • Tax deduction: higher education' tuition Murphy, Democrat, of New York. 

00. 

00. J 

Do, 

00. 
Do • 

00. " 

00 • 

00. 

00. 
expenses. 

H.R. 1075.~" _____ .. _ Tax deduction: higher education savings plan .. ____ .. do _________ •• __ ......... _ 00. 
H.R. 1344 ... __ ...... Tax credit: higher education expen.es ____ ... __ Stratton, Democrat, of New York_ Do. 
H.R. 137L .. __ ... ___ • __ .. do .... ___________ ....... ____________ •• _ Wolff, Democrat, of New York___ Do. 
H.R. 1585 ____ : ______ Tax deduction: higher education savings plan .. _ Fish, Republican, of New York .. Jan. 10,1977 
H.R. 1636 _______ • ____ , ___ do _____________________________________ Carney, Democrat, of Ohio __ . __ • Jan. 11,1977 
H.R. 1668 ________ • _______ do ____ • ________________________________ Edberg, Democrat, of Pennsyl. 00. 

vama. H.R. 1669 ___________ Tax credit: higher education expenses ____ ... _______ do ________ , ________ , __ ,. __ 
H.R. 1692 ________________ do ___________ . _________________________ O'Bnen, Republican, of 1II1R01I •• 

H.R. 1961.. ____ • ___ • Tax deferral: expenses for higher education Mikva, Democrat, of lIIinois ___ ._ 

Do. 
Do. 
00. 

and v'?Cati.onal trainin,. 
H.R. 2017 _____ ...... Tax credIt: hIgher educatIon expenses __ ._._._. Boland, Democrat, of Massa- Jan. 19,1977 

chuselts. H.R.2168 ________________ do ___________________________ • _________ Roe, Democrat. of New Jersey___ 00. 
H.R.2686 _______ • __ • _____ do ___________ • ____ • ____________________ Collins, Republican, of Tox8$ ___ • Jan. 31,1971 
H.R. 2687 ___________ Tax credit: higher education tuition expenses. __ de io Garza, Democrat, of Texas. 00. 
H.R.2698. ___ .. _____ Tax credit: hieher education expenses_ ••• _____ Duncan, Republican, at Ten· Do. 

nessee. 
H.R, 2771 ______ •• _ •• Refundable tax credit: higher education ex- Broomfield, Republican, at Mich- Feb. I, 1977 

penses. igan. 
H.R.3268 ___ • _______ Tax deferral: expenses for higher education Mikva, Democrat at lIIinois .. __ .. Feb. 8,1977 

and vocational training. H.R. 3269 _______________ .do __________________________ • _______________ do. __________________ ____ 00. 
H.R.3403 ___________ Tax credit or deduction: hieher .ducation llIi- Delaney, Democrat, of New York_ feb. 9,1977 

tion expenses. 
H.R. 3642 ____ • _____ • Tax credit: higher education expenses ________ • Coughlin,. Republican, of Penn. Feb. 17,1971 

. sylvama. H.R. 3643. _____ ._. _______ do _______________________________________ ... do ________ • __ __ __ __ __ __ __ 00. 
H.R.3676 __ .. ___ • __ • Tax deterral: expens.s tor higher education Mikva, Democrat, of lllinois ... __ Do, 

H.R. 4061.._ ... ___ •• ___ ~~30~~~~.~.~r:~~~~~. ___ .. _. ______ • ___ • __ Zeferrelti, Democrat, of New Feb. 24,1977 

H.R. 4350 ______ .. _. ______ do ____________ ... ______________________ HO~;~: Republican, of New York. Mar. 2,1971 
H.R. 4459 ___ • __ • ____ Tax credit: higher education tuitioR expanses ___ Schulze, .Republican, of Penn- Mar. 3,1977 

- sylvama. 
H.R, 4862 _____ •• _ ••• Tax credit: hieher education expenses ___ •• ____ Thone, Republican, of Nebraska_ Mar. 10,1971 

(35) 
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BillS INTROOUCED IN THE 95th CONGo TO PROVIDE TAX ALLOWANCES FOR HIGHER EDUCATION EXPENSES-Con. 

Bill No. Description Principal sponsor Date 

HOUSE BILLS-Con. 

H.R.4913 .••.•••••••••••• do •••••••••••••••••••••••••••••••.••••• Edwards, Republican of Ala· Mar. 14,1977 
'. ,. ~ ,,. ! ... , I:' . 1 .r- • i. bama.. . 

H.R. 4938.' •••• " ..••••••.. do ••••••••••.•••.••••••••••••.•••• ""'. HammerschmIdt, Republican of Do. 
"'.)}. . ,,' Arkansas 

H.R. 5088 ••••••• ;~ •••••• ,do.~.L ••••••• !.'.:.::.c.:::.:.: •.•.• : .. ~. McDade, Republican of Penn· Mar. 15,1971 
sylvania. 

H.R. 5313 •• co .......... _.do .•..•.•.•...•••..•.••••••..••••••... _ Corcoran, Republican of Illinois. Mar. 22,1971 
H.R. 5316 •. ~._ ••. ,". Tax creditor deduction: hiener education tuition Delaney, Democrat of New York: Do. 

expenses. . : 
H.R. 5471. •.•..•• _ •• Tax credit: hieher education tuition expenses ..• Crane, Republican of lIIinois._ .• Mar. 23,1977 
H.R. 5819 •••.•••.•.• Tax deduction: higher education' tuition ex· Kindness, Republican of Ohio .•• Mar. 30,1977 

. penses. . 
H.R.6081. ••••••••.• Tax credit: expenses for higher education and Le Fante, Democrat of New Apr. 5,1977 

vocalional traininl. . Jersey. 
H.R. 6082 .••••••••••....• do ... ""'." ..........••••••••...•......... do .. "'" ••••.•.•.•.•... _ 00. 
H.R. 6128 •••••.••••• Tax credit or deduction: hiaher education tuition Delaney, Democrat of New Apr. 6, 1977 

expenses. York. 
H.R. 6176 •..•••..•.• Tax credit: hiaher education expenses •.••....• Wydler, Republican 01 New York. 00. 
H.R. 63OL •...•..•.••••.. do ...•••..•...•.•.•. _ ..••••.•••.•.•...• Corcoran, Republican of Illinois. Apr; 19,1977 
H.R.6382 •••.••.•••.••••• do •...••••..••••••...•.•••••••••••••..• Coughlin, Republican of Penn· Apr. 20,1977 

, 1 ., sylvania. 
H.R. 6445 .•.••.••• ~ •• ~ .•. do ..................................... Thone, Republican of Nebraska. Do. 
H.R. 6630 ........... Tax credit: higher educa.lion expenses; Tax de- Lujan, Republican of New Apr. 26,1977 

•.. dutlion: education savinas plan. Mexico; 
Do. H.R. 6631. •••••••••• Tax delerral: expenses for highereducation and Mikva, Democrat of Illinois ••...• 

yocationaltr'ining. 
H.R. 6744~ •••••• ~::·. Tax creditor dedutlion: hiahereducation tuition Delaney, Democrat of New York. Apr. 28,1977 

expenses. . 
H.R. 6748 •..•.•. _ •• Tax credit: hiaher education expenses ... : ..... Harris, Democrat of Virgini •• '.. 00. 
H.R. 7075 ...••.• ~~ ••••..• do: ........................ _ •••••.•.•••..... do_ ..... __ .••.... _ ....... May 10.1977' 
H.R. 4862 ................ do ..••... _ .•. ~ •...•••....••••• _._.o •..• Thone, Republican, 01 Nebraska. Mar. 10,1977 
H.R. 4913 .......... _ •••• do •.•••••.•••...•.•..••••••••••••••...• Edwards, Republican, of Ala· Mar. 14,1977 

, bama. 
H.R. 4938 ...••. ~ ••••• _ ••• do._ ••••.•••.••• __ .................... Hammerschmidt, Republican, of 

. . ' . . Arkansas. 
Do. 

H.R. 5088 ...••. : •••• :;: ••• do ..•.•.••• c •.••• ~ ...••••••••••....••.• McDade, Republican, 01 Pennsyl· Mar. 15,1977 

H.R. 5313_ .•... : ••. ~: •••• do •.. ~~~ ............................... co~~:;:;" Republican, of lUi· Mar. 22,1977 
, nOls. 

H.R.5316 ••..•. :.~ .• Tax cledit or deduction: higher education tui~ Delaney, Democrat, of New York. 00. 
tion expenses. 

H.R. 5471. •• """" Tax credit:hiahereducation tuition expenses .... Crane, Republican, of Illinois .•.. Mar. 23,1977 
H.R. 5819. ""."'.' Tax deduction: higher education tuition expen· Kindness, Republican, of Ohio .•. Mar. 30,1917 . 

. se$. 
H.R. 6081. .......... Tax credit: expenses for hiaher education and La Fante, Democ(at, of New Apr. 5, 1917 

vocationaltrainine.' Jersey. 
H .R. 6082 .••.. ~~ .•• _ •.... do. _ .............•....••••...•...... _ .••... _do ....•.. _ •••...... ".'" Do. 
H.R. 6128 ..••.•. ~.~ •• Tax credit or deduction: higher education tui· Delaney, Democrat, of New York. Apr. 6, 1977. 

. . .. tion expenses. . 
H.R. 6176 ...•..• _ ••• Tax credit: hiaher education expenses •••• _ ..... Wydler, Republican, of 'New 

· .. . . . York. 00 •. 

H.R. 6301. •••..•••.•••... do_ ....••.. : ........................ _ •• Corcoran, Republican, of Illinois. Apr. 19,1977 
H.R.6382 ..... : .• : ••• _ ••. do .••.••••. _ ••• _ ....... _ ............... Coughlin, Republican, of Penn· Apr. 20,1977 

· . ". ~~~ 

H.R. 6445 ............ ;~_ . do. -c ••••.•••• ' ••..••• c •••••••••.••••••.• Thone, Republican, 01 Nebraska. 
H.R.6630 ......... _. Tax credIt: hIgher education expenses; Tax lUJan, Republican, of New 

. .. deduction: education savings plan. Mexico. 
H.R.663!. .•..••.•• , Tax deferral: expenses for higher education and Mikva, Democrat, of Illinois ••..• 

Do. 
Apr. 26,1971. 

00. 
, vocational training. 

H.R.67«":· ..•. _ ••• _ Tax credit or deduction: higher education lui·. Delaney, Democrat, of New York. Apr. 28,1977 
. . lion expenses. . . 

H.R. 6748 ..• " ...... Tucredit: hiaflereducatlon expenses •..•.. ~ ..• Harris, Democrat, oIVirginia.... Do. 
H.R. 7075 .•••...••• _ •. _ .. do ...... _ .•.... ~._ ...••... _ .•......•.. _ .... _do ..••. _ ••..•• _ .......... May 10, 1971 
H.R.7208 ....... : •• _ Tax credit or deduction: higher education tuition' Gaydos, Democrat, of Pennsyl· May' 16,1977 

. . expenses.. vania. 
H.R. 7294_ •. : .. __ .:. Tax deterral: higher education expense ........ Vento, Democrat, of Minnesota ... May 18, 1977 
H.R.7503 ........... Tax credit or deduction: education expense .... : Delaney, Democrat, of New June 1,1917 

York. . 
H.R.7534 .•. : •••. : .• Tax credit: higher educatIon expenses.::. __ ... Thone. Republican, of Nebraska_. Do. 
H.R. 7648c,.""'_" Tu credit or deduction: higher educatilln tuition StGermain, Democrat;of Rhode June 7, 1977. 

. expenses. Island. 
H.R. 7660 .. _ ••.••••• Tax credit: higher educatiJn tuition expenses .. Corcoran, Republican,uf Illinois. June 8,1977 
H.R.7789 ....... ___ • Taxcreditor deduction: hieher education tuition Stratton, Democrat, of New June 14,1977 

· expenses. . York, . 
H.R. 7883_ •••.••••••. _._.do_ .................................... Forsythe, Republican, 01 New . June 20,1977 

. . Jersey. 
H.H. 7908: •••.• "., •• , •••• do ..................................... Delaney, Democrat, of New 

HR 7936 "·· ",'" d' . " . .", ,'. ' .l BYOrkfi' Id H bl" ·,M· h .. ______ •• _ .... _ ...... ~ 0 ......... __ .. _________ ............... ______ ......... r.oom 18 I epu Ican,,,, It .. 

1.,\,". ~.'. .::£J.!'" I&~n. '~ 
" 

June 21, 1977 

June 22, 1971 
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BILLS INTRODUCED IN THE 95th CONGo TO PROVIDE TAX ALLOWANCES FOR HIGHER EDUCATION EXPENSES--< 

Bill No. Description Principal sponsor Date 

HOUSE BILLS-Con. 

H.R.8086 ..••••.•••• Tax credit: high.r educat!on tuition expens .••. __ Corc~ran, R.publican, of Illinois. June 29, : 
H.R. 8345 .••• __ ••••• Tax credIt or deducllon: hlahereducallon tUItIon Delaney, Democrat, of New July 15,: 

expenses. York. 
H.R. 8409 ... ___ .... __ •• __ do ..•.••••••• ____ ..... _ •••••••.••.••••• Clausen, Republican, of Cali· July 19, 
H R 8424 fornla. • . . ............... do .................. __ •• _ .............. Spellman, Democrat, of Mary. Do. 

land. 
~{~~~ ........... Tax credit: higher education expen.es ......... A~plegate, Democrat, of Ohio .•• Sept. 14, 

H: R: 9274 = = = = = = = = == ====: ~::::::::=:::::::: :::::::::::: :::::::::. ii;li;"s~oR';pjjiiiican:'Oj -In-dian':::: ~:g:: ~~: 
SENATE BILLS 

S. 96 ..•••••.••••••• __ •• _do .......................... _ .......... HoUings, Democrat, of South Jan. 10,1 
Carolina. 

S. 31!. .............. __ ._do.: .... ___ .. , ..•. , •...•. ____ , ••.•.. ',"" Roth, Republican, of Delaware __ ._Jan. 18,1 
S. 834 ....... __ ..... Tax credIt or deductIon: hIther education tUlllon Schwelker, Republican, of Penn· Mar. 1,: 

expen.es. . sylvan ... 
S. 954 ............... __ •. do ..................................... Durkin, Democrat, of New Mar. 9,1 

Hampshire. 
S. 178l. ••••••••••••••••• do ..................................... Anderson, Democrat, of Minne- June 29,1 

~ sota. 
S.2142 .•••••••••••• Tax credit: education expenses ............... Packwoed

d 
Republican 1. 01 Ore- Sept. 26,1 

IOn an Moynihan, uemocrat 
of New York. 

o 




