S. Hra. 98-319

TUITION TAX CREDIT—1983

HEARING

BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

NINETY-EIGHTH CONGRESS
FIRST SESSION
ON
S. 528

APRIL 28, 1983

Printed for the use of the Committee on Finance

&8

U.S. GOVERNMENT PRINTING OFFICE
21-573 0 WASHINGTON : 1983

S 3ot~ (0 A



COMMITTEE ON FINANCE
N ROBERT J. DOLE, Kansas, Chairman

BOB PACKWOOD, Oregon

WILLIAM V. ROTH, Jr., Delaware
JOHN C. DANFORTH, Missouri
JOHN H. CHAFEE, Rhode Island
JOHN HEINZ, Pennsylvania
MALCOLM WALLOP, Wyoming
DAVID DURENBERGER, Minnesota
WILLIAM L. ARMSTRONG, Colorado

- STEVEN D. SYMMS, Idaho

CHARLES E. GRASSLEY, Jowa

RUSSELL B. LONG, Louisiana

LLOYD BENTSEN, Texas

SPARK M. MATSUNAGA, Hawaii

DANIEL PATRICK MOYNIHAN, New York
MAX BAUCUS, Montana

DAVID L. BOREN, Oklahoma

BILL BRADLEY, New Jersey

GEORGE J. MITCHELL, Maine

DAVID PRYOR, Arkansas

Robperick A. DEARMENT, Chief Counsel and Staff Director
MICHAEL STERN, Minority Staff Director

($0))




CONTENTS

ADMINISTRATION WITNESSES

Hon. John E. Chapoton, Assistant Secretary for Tax Policy, Department of Page

the TreASULY....c.coieriiiiiciictt et r ettt et sae et ne 61
Hon. Terrel H. Bell, Secretary of EQUCAtioN ........c.ooovvvivivecsiieeniinrieneisseveins 75
Hon. William Bradford Reynolds, Assistant Attorney General, Department of

JUSLICE «..ovciriiietcre ettt s b bbb et a st b e st as ot ab et e e s seean 114

PusLic WITNESSES
Accelerated Christian Education, Inc., Edgar D. Whitcomb ..........cccocoevrvrinrnnnnnn, 137
American Federation of Teachers, AFL-CIO, Greg Humphrey.............c..cccuennann. 407
American Jewish Congress, Nathan Dershowitz.........c.cccoocovvvievvienniiesinnnreenenns 212
Baptist Joint Committee on Public Affairs, James M. Dunn.......cccccecovvvvrvrvenennn. 204
Casserly, Michael, legislative and research assotiate, the Council of Great

CHY SCROOIS ...ttt ettt st stse st sesesnarans
Citizens for Educational Freedom, Sister Renee OliVer ........ococvevveevevveceieereeeeesonns
Council for American Private Education, Mrs. Wallie Simpson ..........ceoovevevennas
Council of Great City Schools, Michael Casserly............cccooocucvnnee. .
Dershowitz, Nathan, American Jewish Congress, New York, N.Y .
Dingman, Richard B., legislative director, the Moral Majority.......cc....ccoorvvvrrnnne.
Dunn, James M., executive director, Baptist Joint Committee on Public Af- 196

BTG 1 ieeiiiiicis ettt s h ekttt et et e aa b et e er e b eaen et erens st eb e et e saeneentebebenn st et senerernae
Freitag, Bernie, vice president, National Education Association ...........cocoeceevnne 432
Gallagher, Rev. Thomas, U.S. Catholic Conference .............cooovvvveeveevierecersneserans 276
Humphrey, Greg, for the American Federation of Teachers, AFL-CIO............... 407
Kansas National Education Association, Nancy Lindberg .......c.ccccocoevevereeccrrennnns 128

Lehrfeld, William J., the Catholic Daughters of America, the Knights of
Columbus, the Daughters of Isabella, the National Council of Catholic
Women, the National Catholic Education Association and Citizens for Edu-
cational Freedomi. ...t ettt 280

Internal Revenue Code provisions respecting tax benefits to both private
and public schools, suﬁmitted by William J. Lehrfeld at the request of

Senator DUreNDErZEr ..........cocvcviveiiieieiiicecceetseee ettt es st oranes 281
Lindberg, Nancy, president, Kansas National Education Association .................. 128
Lubinsky, Rabbi Menachem, Agudath Israel of America..........cccococeeeivveerienen. 316
Metroconomy, Inc., Dr. Thomas Vitulo-Martin ........ccccoocvcevnenicenencesicseerennens 153
Moral Majority, Richard B. DINgMan .........c.cccooviviveriieieciecieseeesees s 174
NAACP, Althea T. L. Simmons, director, Washington Bureau............c.ocococruenur.... 187
National Education Association, Bernie Freitag...........ccocovviviveiicniinnieinnninns 435
Oliver, Sister Renee, associate director, Citizens for Educational Freedom......... 322
Simmons, Althea T. L., director, Washington Bureau, NAACP........c.cccccovuunrenn.. 189
Simpson, Mrs. Wallie, on behalf of the Council for American Private Educa- 134

14T O OO O OO
U.S. Catholic Conference, Rev. Thomas Gallagher ..........cccocooooeieevceveieierenn, 278
Vitullo-Martin, Dr. Thomas, director of research, Metroconomy, Inc., New
YOTK, NLY ettt e e et ee st et e en et eanesest e e snseneasessarasenenra 151
Whitcomb, Edgar D., on behalf of Accelerated Christian Education, Inc.,
LeWiSVILle, TeX .....ccocoiivirieieieccc ettt b en s 137

Committee Press releaSe ... s et es s s 1



v

Prepared statements of: Page
Senator John H. Chafee, Rhode Island 1
Senator Bob Dole, Kansas ..........ccccoovieciveininnne 2
Letter from Congressional Research Service 4
Senator Dave Durenberger, Minnesota........ccccoevrvirrnicneninninseioreeresvessesissens 6
Senator Daniel Patrick Moynihan, New York ......ccccoovvvvvvvnvnncciievecnnncninnnnnn, 8
Senator David Boren, OKIahoma.............cccoimermnennnerninsieesionesensnnssnens 10
Senator Charles Grassley, IoWa.........cccocvvveeenneenioirienninnsinesessssseees 13
Senator David Pryor, Arkansas..........cccuerveniveinnenesisnmnnoesssesmes 13

Description of S. 528..........coiveimiiiieciieissss et 15

Text of BIll S. 528........c.ccciiviieiieciiireeisi e stearasre sttt ebe s srase et sebeneses 21

Prepared statement of Hon. John E. Chapoton ...........ccccrvnvvinninicvicnniccnnnnccnnenns 64

Letter from President Reagan to Senator Dole............ccoovvrevrciniicncnennienversnens '

Prepared statement of Secretary Bell.............c.ccocovniiviinnniniercnneersie e 80

Interim report, Governor’s Legislative Committee for Nonpublic Schools........... 102

Answers to questions by Senator Chafee..............ccouvveviieccnrereivnncnieeinenseen e 120

Letter and prepared statement, Senator Ernest Hollings, South Carolina........ 124

Resolution from the Southern Baptist Convention .............c.cccvveeevevevinnvencenennns o 128

Prepared statements of:

Nancy Lindberg, president, Kansas-National Education Association............ 133
Mrs. Wallie Simpson, LES International Community School (founder/
director), New YOrk, N.Y .o rnersnine e neesseessssessnssnessesens 136
Edgar D. Whitcomb, Accelerated Christian Education............c.ccccccrveviincnninen. 138
Dr. Thomas Vitullo-Martin, director of research, Metroconomy, Inc............ 153
Richard B. Dingman, legislative director, Moral Majority, Inc.........c..c.eceu.. 175
Althea T. L Simmons, director, Washington Bureau, NAACP ....................... 189
Dr. James Dunn for Americans United for Separation of Church and
StAte ..o . . cereernsenes 199
Article, New York Law Journal .........cc.cccovnecinnicncnsenrninnenns . 217
Article, the School Voucher Plan: The Case For and Against................. 268
Leo Pfeffer on his own behalf and on behalf of American Jewish Congress
and National Coalition for Public Education and Religious Liberty and
New York Committee for Public Education and Religious Liberty............ 250
Joseph B. Robison on behalf of American Jewish Congress............ccccveeverenene 264

NAACP 61st Annual Convention resolution, June 29-July 3, 1970....................... 276

NAACP 62nd Annual Convention resolution, June 4-July 9, 1971 ......c.c.cvennnn. 276

Prepared statement of: Rev. Thomas G. Gallagher, secretary of education on

behalf of the U.S. Catholic Conference..........c.cuceirreneiceinecnnsinnnnnssennsseseres 276
Prepared statements of: : ‘

Committee for Private Education, William J. Lehrfeld, tax counsel............. 294
T.eonard Fine, representing the Louisiana Catholic Conference..........c.cccn..... 308

Written testimony of: B
Mrs. Mary Ann Babendrier...........ococoiviivviivenineiens e iersssssssssssseerssssesses 310
Mrs. Helen W. BriCe .....c.coviicciiniccreis et saers e sesssssossrenseseassesanas 311
Frances Bell...........ciiiiiiincesesnns e esnsessesssessssssesesssssssassssssesenens 312
Mrs. Lydia JOMES .......ccooieieriireecciienrccee e sestsae st terssssssesessens s s sbenannes 313
Mrs. Carmen Madden ........c.cccvevinnnnereiceevecee ettt es s ebesssees 314
Richard SyIVESLer ...t s ss st s asessssassesns 315

Prepared statements of:

Rabbi Menachem Lubinsky, director, government and public affairs, Agu-
dath Israel of AMErica.......c..ccooiiiicinriieineeierec bbb e 318
Sister Renee Oliver, Citizens for Educational Freedom .......c..cccocoevevrereierernne. 325
Kirby J. Ducote, exectutive director, Louisiana Federation, Citizens for
Educational Freedom........cviiniiineiinicnieininncnensisneseesesssssesensseses 340

William J. Lehrfeld’s response to a question by Senator Durenberger concern-

ING tUILION VOUCRETS .......ooviiviiicinienestererie e s sr s sae st st esbete s sbasseerssens 294
The Constitutionality of Federal Tuition Tax Credits, William J. Lehrfeld ........ 347
Te%timgny submitted by Harold Isenberg, of the Federation of the Catholic 286

CACKETS ....oiiiiiiine ettt s e s r e e e e et e R e st be R e e e b e e e naeseesee :

Statement of:
Albert Shanker, president, American Federation of Teachers, AFL-CIO... 410

Dorothy Shields, director, Department of Education, AFL-CIO..................... 414

AFL-CIO Executive Council on EdUcation .........ccccovvivnreevinrieriensesesssriinennns 422
Prepared statements of:

Bernie Freitag, vice president, National Education Association ..........c....... 432

Michael D. Casserly, Council of the Great City Schools..........ccoccvvererirnrenncn. 456



v

COMMUNICATIONS

Statement of: Page
Senator D’Amato, New YOrk .......cccovvvviiiiiinininnvnnescrenenniensensarssessssesseresians 462
Representative Lawrence Coughlin, Pennsylvania.........c.ccocoovivnniniinnnennnn. 463
A%clegcan Federation of State, County and Municipal Employees, AFL- 465
.......................................................................................................................... ]

American Association of Community and Junior Colleges; American As-

sociation of State Colleges and Universities; National Association of
Staté Universities and Land-Grant Colleges............ccocvvvverinenreveisivccnnniennne 469
Association for Public Justice, James W. Skillen ...........ccccovverecrvnnriiciericcanne 473
Council for American Private Education, Michael T. Ruiter, Ph. D.............. 481
Leonard Deliore, Ed. D ...t ssieere st et 487
William E. Laird, Florida State University .........cccocevcvrvrnirvniccrnvieninercrenenionne 501

Letter to Senator Dole from League of Women Voters of the United
SLALES ....cveiiirie ettt b ettt et e e sa et er e s b e e ane e et e e 506
National Association of Elementary School Principals.......cccooonenniiinicnnen, 508
National Association of Evangelicals, Forest D. Montgomery, counsel......... 511
The National Coalition for Public Education ...........cccooevviencerineeninnnciennnene, 513
The National Congress of Parents and Teachers...........ccecvcvevvicvniinrnienviicnnns 530
Mary M. Patnaude for New Jersey Right to Educational Choice Commit- 536

BB .eiiieieeiiie ittt etie e ae s e s s e ettt e s aena e s e nre s et anrbtaeennen

New York State School Boards Association, Stanley L. Raub 542

The Unitarian Universalist Association of Churches of North America;
the America Humanist Association; the Council for Democratic and
Secular Humanism; the Voice of REASOMN...ovvvvvoeveeesessrsesssesssessrsseesese e 545



TUITION TAX CREDITS

THURSDAY, APRIL 28, 1983 L

U.S. SENATE,
SENATE COMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m. in room SD-
215, Dirksen Senate Office Building, the Honorable Robert J. Dole
(chairman) gzesiding.

Present: Senators Dole, Packwood, Chafee, Durenberger, Grass-
ley, Long, Moynihan, Boren, and Pryor. ---

[The press release announcing the hearing, and the prepared
statements of Senators Dole, Chafee, Durenberger, Moynihan, and
Pryor follow:]

- [Press release No. 83-126, Apr. 12, 1983]

FiNnaNCE CoMMITTEE SETS HEARING ON TurrioN Tax CrepIT BiLL

Senator Bob Dole (R., Kans.), Chairman of the Senate Committee on Finance, an-
nounced today that the Committee will hold a hearing on Thursday, April 28, 1983,
on S. 528, the Administration’s tuition tax credit bill introduced by Senator Dole for
himself, and Senators Packwood, Moynihan, Roth, and D’Amato.

The hearing will begin at 10:00 a.m. on April 28, 1983 in Room SD-215 (formerly
Room 2221) of the Dirksen Senate Office Building.

PREPARED STATEMENT OF SENATOR JOHN H. CHAFEE

Mr. Chairman, I am pleased to have the opportunity to join with you this morn-
ing in exploring the arguments both for and against the administration’s tuition tax
credit proposal.

I have given this proposal very careful consideration each time it has been set
forth, and though I respect the bill’s proponents, I remain strongly opposed for sev-
eral reasons.

The first reason should be clear to each member of the Finance Committee, which
has been struggling with methods to contain the $200 billion (baseline) deficit cur-
rently facing our nation—the highest in history. In the face of such a sea of red ink,
it is to me unconscionable that we should be considering this new tax expenditure
program, the cost projections for which are at best highly questionable.

owever, tuition tax credits would be wrong even if the budget were in surplus.
In the last few years, the Congress has had to make some extremely difficult reduc-
tions in spending for a host of valuable social programs in the name of budget con-
trol. Some of these cuts have been at the expense of valuable education programs.
Further reductions were proposed by the Administration this year, including a 15-
percent reduction in elementary and secondary education programs, 10 percent in
child nutrition, 8 percent in higher education, and 40 percent in vocational educa-
tion. Those of us in Congress who are concerned about the quality of our education-
al system will work diligently to ensure that these severe cuts do not take glace.
However, given the nation’s budget constraints, we will be fortunate to be able to
maintain these programs at the current level of funding. I am frankly astonished
that the Administration should propose a program whose price tag is at least $1.5
billion over the next 3 years, when so many worthy education programs are being

squeezed.
03]
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Furthermore, tuition tax credits would be wrong even if we do preserve current
levels of education funding. I fear that tuition tax credits could still profoundly un-
dermine our nation’s public school system. There is no question that our public
schools face an enormous challenge. They are charged with educating all of our
young people—not just the most talented. Tuition tax credits would provide an in-
centive for more parents to send their children to private schools, thus ‘‘skimming”
man{ of the most highly motivated studenis away from the public schools. These
highly motivated students help provide balance to our public school system and help
bolster public satisfaction and support for the system.

Parents certainly have a right to choose to send their children to private schools,
but this is indeed a personal decision and not one we should subsidize with revenues
from the taxpayers.

I am deeply troubled about what this could mean for education in America, and I
look forward to examining the issue at today’s hearing.

Thank you.

STATEMENT OF SENATOR BoB DoLE ON CRS REPORT

In preparation for today’s Finance Committee hearing on tuition tax credits for
private elementary and secondary schools, I asked the Congressional Research Serv-
ice to prepare a revenue estimate of the amount of Federal tax expenditures subsi-
dizing public school districts. The CRS estimate, which I am releasing today, indi-
cates that $13.7 billion in tax subsidies will be provided to public school districts in
fiscal year 1983, largely through tax deductions permitted for State and local taxes,
and through the nontaxability of interest on certain State and local bonds.

The Administration’s tuition tax credit bill is estimated by the staff of the Joint
Committee on Taxation to cost less than $800 million when fully phased in.

__ STATEMENT OF SENATOR BoB DoLE

INTRODUCTION

“Our Nation is at risk. Our once unchallenged preeminence in commerce, indus-
try, science and technological innovation is being overtaken by competitors through-
out the world.”

These are not my words, but excerpts from “A Nation at Risk”, a report of the
National Commission on Excellence in Education that was released on April 26th at
the White House. The National Commission report is sobering reading. The Com-
mission found that the average achievement of high school students on most stand-
ardized tests in now lower than it was 26 years ago when Sputnik was launched. In
addition, the Commission found that over half the population of gifted students
failed to match their tested ability with comparable achievement in the schools.

The report notes that these deficiencies come at a time when the demand for
highly skilled workers in new fields is accelerating rapidly. But the concern of the
Commission went well beyond matters such as industry and commerce. To quote
from the report again,

“Our concern . . . also includes the intellectual, moral and spiritual strength of
our people, which knits together the very fabric of our society. A high level of
shared education is essential to a free democratic society and to the fostering of
glo?rr;me%n cu'l’ture, especially in a country that prides itself on pluralism and industri-

om.

It is fitting that this report was released on the eve of the Finance Committee’s
hearings on the Administration’s proposal to allow a limited tax credit for elemen-
tary and secondary private school tuition. I was pleased to introduce the Adminis-
tration’s tax credit bill, in the Senate, for myself and on behalf of Senators Pack-
wood, Moynihan, Roth and D’ Amato.

TUITION TAX CREDITS ARE CONTROVERSIAL

Tuition tax credit legislation has always been controversial. Both proponents, and
ggfvonents of tuition tax credit legislation have strongly-felt views, on all of the criti-
issues this pro legislation raises.
Tuition tax credits are championed, and challenged, on education policy grounds.
They are championed, and challenged, in terms of their relationship to the First
and Fourteenth Amendments to the Constitution. They are championed, and chal-
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lenged, in terms of their impact on tax policy. And they are championed, and chal-
lenged, in terms of their overall budgetary impact.

SENATOR DOLE’S SUPPORT FOR TAX CREDITS

One thing is certain: As the old adage goes, “If you think education is expensive,
try ignorance.” Or, as the National Commission put it, ‘‘Excellence costs . . . but in
the long run mediocrity costs far more.”

At today’s hearing the Finance Committee will be hearing testimony from distin-
guished witnesses representing a broad range of views on the educational, budg-
etary, constitutional, and tax policy issues raised by the Administration’s tuition tax
credit propoal. In addition, many groups and individuals who requested to testify,
but who were unable to be scheduled in the limited time available, will be submit-
ting testimony and comments for the hearing record. All comments submitted to the
Committee, orally and in writing, will be given careful consideration. Indeed, be-
cause of the length of today’s witness list, I would like to ask the witnesses who are
presenting oral testimony to please try to limit their testimony to a short statement
of the most salient points they wish to make. Because the Finance Committee held
hearings on a similar Administration bill last July, it would be most helpful if the
witnesses could limit their oral testimony, as far as is possible, to comments and
views which were not presented to the Committee last July, or to specific comments
on provisions in the Administration’s current proposal that were not contained in
last year's bill.

Personally, I have been a long time supporter of providing Federal income tax
relief for lower and middle income families who carry the additional burden of sup-
porting the public 3chools while sending their children to private schools. Because of
this double burden, an alternative to public education is simply not available to
lower income families today and is not available to middle income families without
substantial sacrifice. The economic burden of inflation and recession in recent years
has made matters worse. Yet alternatives to public education contribute to the plu-
ralism that help make our society strong. Alternatives to public education can also
help stimulate improvements in our public schools through the competition those
alternatives present. A strong system of private schools available to all income
classes should contribute to a better education for all of our children. Moreover, an
educated skilled populace is an essential ingredient in maintaining this Nation’s
technological industrial prominence.

NO CREDITS FOR DISCRIMINATORY S8CHOOLS

Although I support tuition tax credits in principle, I would not support any bill
without adequte sdfeguards ensuring that tax credits would be allowed for payments
to private schools-with racially discriminatory policies or practices. Last year the
Finance Committee carefully reviewed the anti-discrimination provisions of the ad-
ministration’s tuition tax credit bill. Extensive discussions were held with adminis-
tration officials and experts and interested laymen in the fields of education, civil
rights, and law. The final product of the Finance Committee’s deliberations was a
set of anti-discrimination rules that, I believe, are very strong. The President’s bill
is substantially the same as the bill reported last September by the Finance Com-
mittee with some minor modifications and technical corrections. Because the provi-
sions of the Administration’s bill dealing with racial discrimination are the product
of last year's careful review of the discrimination issue by the Finance Committee, I
believe that the enactment of the Administration’s bill will not in any way frustrate
our fundamental national policy against racial discrimination in education. I am not
an expert on this topic, however, and welcome the comments of civil rights experts
and interested laymen on the specific provisions of this bill.

BUDGETARY CONSIDERATIONS

The Administration’s bill also contains several modifications to last year’s bill
that were adopted by the Finance Committee and that substantially reduce the cost
of tuition tax credits. By reducing the amount of allowable credits, delaying the
bill’s effective date, and lowering the phase-out and ineligibility criteria, the admin-
istration’s revised bill eliminates all revenue losses in fiscal year 1983, and reduces
the total revenue loss over the 3-year period ending in fiscal year 1985 by over $400
million. When the bill is fully effective in fiscal year 1986, it will cost less than $800
million each year. Of course, these costs are not insignificant. But in light of the
long term economic benefits to be obtained from encouraging investment in human
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capital and promoting greater diversity and comPetition in education, these costs
are a sound and prudent investment in our Nation’s future.

REFUNDABILITY

Many supporters of tuition tax credits feel that private school tuition assistance
should be available to individuals with no tax liability, on the same basis as higher
income individuals with tax liability. They feel, accordingly, that any tuition tax
credit legislation should include provisions making the tax credits refundable, in
order that the benefits provided by the bill be available to lower income individuals.
Last year, the Members of the Finance Committee expressed their strong support
for the concept of a refundable tuition tax credit. I expect that the issue of refunda-
bility will be considered again this year when the Finance Committee reviews this
proposed legislation.

I look forward to hearing the testimony of our distinguished witnesses today, and
a}l)so to redading the more extensive comments they and others will be submitting for
the record.

CONGRESSIONAL RESEARCH SERVICE,
THE LiBRARY OF CONGRESS,
.. Washington, D.C., April 27, 1983.
To: Senate Finance Committee, Attention: Harry Graham.
From: Nonna Noto, Specialist in Public Finance, Economics Division.
Subject: Estimate of Federal Tax Expenditure Subsidy to School Districts.

In the Government estimates of tax expenditures made by the Treasury Depart-
ment and the Joint Committee on Taxation, there is no explicit category for aid to
school districts, or even of aid to State and local governments in general. Conse-
quently, in order to address your question about the amount of the Federal tax ex-
penditure subsidy to primary and secondary education, we needed to generate an
estimate by assigning to school districts a portion of four categories of tax expendi-
tures associated with aid to State and local government in general. The results are
summarized in the accompanying table.

For reasons explained in greater detail below, CRS estimates that school districts
benefit from 58 percent of the subsidy associated with the deductibility of property
taxes on owner-occupied homes; 29 percent of the subsidy associated with the de-
ductibility of all other nonbusiness State and local taxes (primarily income, general
sales, and personal property taxes); 35 percent of the subsidy associated with the
exclusion of interest paid on State and local general obligation bonds; and none of
the subsidy associated with the exclusion of interest paid on revenue bonds spon-
sored by State and local governments. These are the percentage figures shown in
column 1 of the table.

Column 2 of the table presents the revenue loss estimates for these four categories
of tax expenditure made by the Treasury Department and reported in Special Anal-
ysis G of the fiscal year 1984 Federal budget, published in February 1983. The esti-
mated dollar amount of benefit associated with school districts (as opposed to other
State and local functions) presented in column 3 is calculated by multiplying the
percentage allocation for school districts (in column 1) times the total dollar esti-
mate for the tax expenditure item (in column 2). i

The resulting dollar amount of subsidy attributable to schodl districts in column 3
can then be compared with the total for all State and local government activities in
column 2. The subtotal considers only the tax expenditure estimates for property
taxes, other State-local nonbusiness taxes, and exclusion of interest on State-local
general obligation bonds. It indicates that for fiscal year 1983, of the total of $36,825
million in tax expenditures going to State-local taxpayers (individuals only) and gen-
eral obligation bondholders (both individuals and businesses), approximately $13,700
million, or 37 percent, is attributable to school districts.

The total considers tax expenditures associated with the exclusion of interest on
State and local revenue bonds as a form of aid to State and local governments,
rather than as aid to private-purpose activities sponsored by State and local govern-
ments. Because no revenue bonds are associated with primary and secondary educa-
tion, the dollar estimate of tax expenditures for school districts remains at $13,700.
But because the basis of comparison for total State-local subsidy grows to $42,600
million, the percentage attributable to school districts drops to 32 percent.
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‘ESTIMATING THE FEDERAL TAX EXPENDITURE SUBSIDY TO SCHOOL DiSTRICTS

Projected Estimated tax

: revenue oss  SpEndee
Esnated TS sy o

school
Tax expenditure category E’inhgodo m&' dstncts ﬁscal
ditricts Y?w“,;" il)x(l)
millions) ,‘,’l‘l",rm‘,)'"
M (" (*)
Deductibitity of State and local taxes:?
Property taxes on owner-occupied homes 58 $8,765 $5,083
Other nonbusiness taxes (primarily income, sales, and personal property) ................ 29 20,060 5,817
Exclusion of interest on State and local debt:2 General obligation bonds......................ccon.. 35 8,000 2,800
SUDLORAL.......co vttt 37 36,825 13,700
REVENUE DONAS 3...........ooooeneercvrrsnseceeeresis s ssssi s sssssssasesssssmsssnmssssesssssssensssessessaesssssssssons 0 5775 0
(01 O . kY, 42,600 13,700

1 Derives from individual income tax only. Because State and local taxes are considered 2 normal business expense, their deduction is not treated
a5 3 lax expenditure item for corporation income tax purposes, for sole proprietorship of partnership income tax purposes.

2 The Iaxexpenditure figures for the exclusion of interest on State and Iocal bonds include estimates under both the corporation and individual
income tax

3 The revenve bond cat includes the following classifications detailed in the taume«ﬂure budget industrial development, pollution controt,

owner-occupied housing, renfal housing, student loan, |, mass transit, and energy production facii
Source: Tax expenditure revenve loss estimates in column 2 from U.S. Office of Management and Budget, Special Ma et of the United
States Government, Fiscal Year 1984 (Washington, D.C.: U.S. Government Printing Ofﬁee 1983) table G-2, p. G-31 a estimated the

percentage of each category going 1o school tricts by the methods explained in the lext

It should be emphasized that the total revenue loss estimates for tax expenditures
are rough aggregate figures for the Nation as a whole. These estimates are particu-
larly rough for the exclusion of interest on State and local bonds, since there are
inadequate records of the total amount of bonds outstanding (especially for revenue
bonds) and there is no IRS record of who holds these bonds and consequently no
way to determine the actual marginal tax rate applicable for tax expenditure esti-
mates. In addition, because of differences among States and localities in the propor-
tion of their own revenue sources that are deductible for Federal income tax pur-
poses, there may be corresponding differences in the percentage of benefits associat-
ed with State-local tax deductions that are directly attributable to school districts as
compared with other State and local functions.

METHODS FOR ESTIMATING THE PERCENTAGE OF TAX EXPENDITURES ATTRIBUTABLE TO
SCHOOL DISTRICTS

The percentage estimates for the deductibility of State and local taxes were based
on data obtained from the U.S. Bureau of the Census, Governmental Finances in
1979-80, Series GF80, No. 5, U.S. Government Printing Office, Washington, D.C,,
1981. The estimates for the exclusion of interest on State and local genera!l obliga-
tion debt were based on data obtained from the 1977 Census of Governments.

Proper taxes. It was assumed that all property taxes were paid to local as op-

gtate governments, that property taxes were the sole local own-source rev-
enues avallable to support school districts, and that these local property taxes must
be allocated between school district and other local government functions. Total,
local spending on education ($104.8 billion, including interest payments, debt retire-
ment, and pension contributions, in addition to direct expenditure on education)
minus State ($52.7 billion) and Federal ($1.7 billion) aid to local school districts was
considered local own-saved spending on education ($50.4 billion). This was compared
with local own-source tax revenues ($86.4 billion) to produce the percentage of 58
applied to property taxes for school districts. (Own-source tax revenues include taxes
paid by businesses as well as individuals as households.)

Other nonbusiness State and local taxes.—The category of other nonbusiness State
and local taxes includes primarily income, general sales, and personal property
taxes. To facilitate this calculation, it is assumed that all of these taxes are paid to
State as opposed to local governments. (We know that in practice some local govern-
ments levy these taxes, although the resulting revenues may be designated for mu-
nicipal and not school district purposes.) It is further assumed that all own-source
State aid to local school districts is paid from these tax revenue sources.
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State aid to local school districts ($52.7 billion) minus Federal Aid to States for
education purposes ($12.8 billion) yields an estimate of State own-source aid to
school districts ($39.9 billion). This is compared to total State own-source tax rev-
enues ($137 billion) to Kield the percentage of 29 applied to “other nonbusiness State
and local taxes" for school districts.

General obligation debt.—Total school district debt outstanding ($35.1 billion) was
compared to local full faith and credit debt outstanding ($94.8 billion) (this corre-
sponds to general obligation as compared with revenue bonds). The resulting figure
of 37 percent, based on 1977 data, was rounded down to 35 percent as the flsgure to
apply to general obligation interest for school districts.

venue bonds.—The one category of revenue bonds that can be considered educa-
tional aid is student loan bonds. But because this is for college education and out
side the scope of aid to primary and secondary education being considered here, it is
excluded from the calculation. Conseg;xently, it is assumed that none of the tax-ex-
nditure benefits from revenue bonds are associated directly with school districts.
use the tax-favored treatment of revenue bonds can be considered as aid to pri-
vate-purpose activities rather than State and local governments, it can or cannot be
considered as part of the total subsidy to State and local governments. In the table,
the subtotal excludes consideration of revenue bonds and the total includes it.

STATEMENT OF SENATOR DAVE DURENBERGER

I am pleased to have the opportunity to support S. 528 and the concept of tuition
tax credits. I commend the chairman for bringing this bill before the committee.

I represent the State of Minnesota which has a long tradition of excellence and
innovation in education, a tradition I am proud to share. We understand that dol-
lars invested in education today return many times their value in benefits to soci-
ety. Education is the key to America’s future, the thread that binds the fabric of our
society.

Recent reports have made us painfully aware that the thread has begun to unra-
vel and we have found our educational system threatened. Forces from within our
society and from without have challenged America’s claim to the finest learning tra-
ditions in the world. No longer can we boast that we produce the best teachers, sci-
entists, and mathmeticians. Tomorrow our place in the international economic com-
munity may be imperiled because we lack the linguistic abilities to compete. Many
gg;mgsters have been faced with inadequate curricula and our school systems have

n threatened with economic and demographic crises.

How, during these troubled economic times, can we begin o reweave the fabric of
education in the United States? This task, while not an easy one, challenges us to be
creative, to look to the future, and to respect the integrity and commitment of the
vast majority of Americans to our youth.

I want to commend Senators Packwood and Moynihan for their continuing com-
mitment to improving America’s educational system. I also applaud President
Reagan for making the quality of elementary and secondary education and the issue
of tuition tax credits a priority in his administration. Although I am supporting the
administration’s bill, I support tuition tax credits for reasons which differ from
those espoused by the President. I do not view tuition tax credits as simfly a mecha-
nism to assist private and ﬁzrochial school students and their parents. I support tu-
ition tax credits because I believe they are the most efficient and effective national
means to improve the educational opgortunities of all children by fostering choice
and competition in our elementary and secondary educational system.

I believe if Americans were given greater opportunities for educational selection,
they would become more involved in the educational process and would make re-
sponsible decisions. Tuition tax credits are an effective mechanism to strengthen
educational delivery systems—both governmental and non-governmental—by ex-
_tending the concept of consumer choice.

Consumer choice has proven in other important public services to ensure diversifi-
cation and innovation by those who are professionally trained to deliver services.
Choice works in both the private and public sectors as competition for consumer
support develops creative and improved services. Teaching continues to be the
strongest professional resource in our educational system. Tuition tax credits, and
other innovative concepts, could provide teachers with an incentive to develop non-
traditional approaches to service delivery, along with a clear benchmark by which
they can judge the success or failure of those efforts.

'l{xition tax credits are not a trade-off between public and private education. Effec-
tive consumer choice can only exist in an environment where both systems are
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strong. Consumers must have access to alternatives, not only between government
and non-government systems, but more importantly, among differing systems within
each sector. Tuition tax credits are not an excuse to weaken traditional governmen-
tal support for the “public school” system. On the contrary, a commitment to con-
sumer choice means a recommitment to the principles underlying that support.

But if tax credit legislation is to accomplish these goals, it cannot be restricted to
families with children enrolled in non-governmental organizations. The program
must be structured as governmental tax policy aid to all children—not just those
who patronize a certain class of institution.

As part of national education incentives, 1 will therefore offer an amendment to
extend the tax credit to_families with children in public schools who are paying tu-
ition. In 1978-79, the State of Minnesota received over $2 million in tuition pay-
ments from parents with children in the public school system. And with local and
State governments under considerable financial strain, the use of tuition to ensure
adequate funding for government-financed schools is likely to continue.

The Minnesota experience has proven that a tax credit or deduction for both
public and private school tuition is necessary not only for the success of the pro-
gram, but is a constitutional necessity.

In order to withstand constitutional challenges predicated upon the Establish-
ment Clause of the Constitution, legislation must satisfy three criteria. First, the
legislation must have a secular purpose—in this case, the benefit and improve our
educational system. Second, there cannot be excessive governmental entangle-
ment—the present tax proposal should not require excessive government involve-
ment.

Finally, legislation will be analyzed to determire its primary effect. In order to
ascertain the primary effect of government action, the courts have looked at the
breadth of the class of individuals benefited. S. 528, as currently written, will bene-
fit only families with children in private and parochial schools—thus, subjecting the
legislation to serious constitutional objections.

If this proposal were expanded to include public school tuition, the class of stu-
dents, potentially, would be greatly expanded beyond those attending sectarian in-
stituticns. Minnesota, whose educational tax deduction law is currently being con-
sidered by the United States Supreme Court, in Mueller v. Allen, 514 F. Supp. 998
(D. Minn. 1981), has emphasized the constitutional significance of including both
public and private school expenses in that law.

“The deduction is allowable to all taxpayers who have dependents in elementary.
and secondary schools, public or nonpublic, religiously affiliated or not. Of particu-
lar importance constitutionally are the benefits available to public school parents.”
(Brief of Respondents.)

Although it is true that there are currently a limited number of public school par-
ents who would benefit from tuition tax credits, such a provision would ultimately
result in increased use of tuition by public schools. In time, public school parents
would become the primary beneficiaries of this law.

The Constitution, through the Fifth and Fourteenth Amendments, guarantees the
right to equal protection of the law. If individuals in the same class receive different
treatment under the law there must be a rational basis for such discrimination.
Presently, certain parents with children in public schools are paying tuition for at-
tendance (i.e., parents whose children attend schools outside their home district
boundaries). -

S. 528 allows tuition tax credits only for those children in parochial and private
schools—not those attending public scl)';ools. As a result, the legislation is also sub-
ject to constitutional objection on Equal Protection grounds. I fail to see any ration-
al distinction between parents who are paying tuition and property taxes and send-
ing their children to public schools and parents who pay tuition and property taxes
and send their children to private or parochial schools.

The choice must rest with family and it is my intention to continue to work to see
this legislation extend, ultimately, to public and private school tuition, fees, books
and transportation. :

Similarly, I do not believe this legislation should be limited to elementary and sec-
ondary education. If we are truly going to expand consumer choice in education,
this proposal should be extended to post-secondary education as well. While we have
made progress in expanding consumer choice in higher education, through loan and
grant programs, these are not the most efficient means of doing so.

Our national %rant and loan programs, because of their administrative costs,
reduce the actual amount received by the consumer and are therefore a less effi-
cient use of federal revenue. It is my hope that we apply tuition tax credits to
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higher education as a more efficient supplement to loan/grant programs and I will
continue to work towards that goal.

It is essential that we insure that tuition tax credits cannot be used as a mecha-
nism to foster discriminatory educational institutions. The Federal Government cer-
tainly cannot restrict the right of private or religious institutions to espouse what-
ever doctrines they choose, but a tax advantage is a privilege, not a right. It is fully
proper for government to condition access to that privilege on compliance with pri-
mary national policy, namely the policy of nondiscrimination.

I sincerely hope that the proposed tuition tax credit legislation is an introduction
to further dialogue—a starting point from which we can e¢xplore the many opportu-
:‘iitiestfor American education and a chance to provide consumers with choices in

ucation.

The 19808 are, and will continue to be, chalienging for America. Our educational
system must be at the forefront as we move from an industrial-based economy to a
service-oriented one. We cannot shrink in fear from that challenge, but instead
must meet it head on. ‘

As indicated by the conclusions of the Minneapolis/St. Paul Citizen's League
Study of Education, creativity is the key to the future.

“We need a climate which encourages, defends, and rewards innovative results.
We need flexibility to contract with other providers for certain services, to match
teachers to the instructional path. There is enormous unused creative potential
among today’s teachers and frustration which can be converted to renewed commit-
ment if we had the courage to remove the barriers, many of which are firmly fixed
in existing policies and procedures, now discouraging more individual responsibility
for improving performance.”

Expansion of choice, through programs such as tuition tax credits, will ultimately
return preeminence to education to the American public. _

STATEMENT BY SENATOR DANIEL PATRICK MOYNIHAN

Mr. Chairman, the tuition tax credit legislation that we are holding hearings on
today is a matter of justice for the 6 million students currently enrolled in the Na-
tion’s elementary and secondary nonpublic schools.

I have been a strong proponent of tuition tax credit legislation, havinf introduced
such measures in the 95th, 96th, and 97th Congresses. The first bill 1 introduced
(with Senator Packwood) upon coming to the Senate proposed the creation of a tu-
ition tax credit plan not unlike the measure the Finance Committee recommended
to the full Senate for enactment last year. In 1978, Senator Packwood and I chaired
3 full days of hearings on an elementary, secondary, and postsecondary tuition tax
credit measure we had introduced. Tuition tax credit legislation passed the House of
Representatives that year and our proposal nearly passed the Senate as well. Sena-
tor Packwood and I reintroduced our bill in the 96th Congress but no action was
taken on it during that session.

This has not been a business for the short winded. In 1961, I wrote an article for
the Reporter, entitled “How Catholics Feel About Federal School Aid.” In it, I ad-
d the upcoming debate over the question of whether Federal aid ought to be
provided to education. I emphasized that if such aid were to be forthoomigg, the

uestion of providing such aid to the Catholic schools (at the time they enrolled over

5 dpereent of the students attending nonpublic schools at the elementary and sec-
ondary levels) would need to be resolved if Federal aid to education was to become a
reality. As it happened, I was to become further involved with this matter while a
member of the administration of President Kennedy. President Kennedy had pro-
posed, in 1961, the creation of = $2.8 billion program of grants to States for class-
room construction and for increasing teacher’s salaries. The President’s advisers,
however, opposed making such aid available to church related schools. Having failed
to include provisions for the participation of the church-related schools, the
churches opposed the measure and this led in part to it not being aPproved by Con-
gress. Similar efforts the following 2 years were unsuccessful as well. In 1964, after
extensive negotiations, in which 1 was the mediating party, the issue of Federal aid
to education including church-relating schools was resolved as between the Johnson
administration and the advocates of aid to all schools. It fell to me that summer to
draft the Democratic Party platform embodying that agreement. It read:

“New methods of financial aid must be explored, including the channeling of fed-
erally collected revenues to all levels of education, and to the extent permitted by
the Constitution, to all schools.”
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President Johnson signed the Elementary and Secondary Education Act of 1965
on April 11 of that year. Included among its many provisions was a promise that
nonpublic schools would receive their fair share of Federal assistance provided to
education. Title I of that act provides:

“That to the extent consistent with the number of educationally deprived children
in the school district o1 the local education agency who are enrolled in private ele-
mentary and secondary schools, such agency has made provisions for including spe-
cial educational services and arrangements (such as dual enrollment educational
radio and television, and mobile educational services and equipment) in which such
children can participate.”

In the main this was intended to mean that Title I services would be provided to
needy schoo! children, regardless of where they attended school. Instructional equip-
ment and other aid authorized by the act was to be treated in a similar fashion. But
the promise of 1965 has not been kept. In the 17 years since Congress passed and
President Johnson signed that landmark measure into law, participation by the
nonpublic sector has never equaled the commitment made. Successive Congresses
and administrations have been either unable or willing to take whatever steps are
needed to see that nonpublic schools receive their fair share. Given this history of
failed promises, and given what I view as the desirability of encouraging the diversi-
ty and pluralism which the nonpublic sector brings to education in this Nation, 1
believe it entirely appropriate for Congress to enact a system of tuition tax credits
deﬁigr;ed to assist those parents who choose to send their children to nongovernment
schools.

Such assistance has been promised repeatedly in recent years by both the Demo-
cratic and Republican Parties and their Presidential candidates.

When President Reagan sent his proposal for tuition tax credits in 1982 to the
Congress I commended him for being the first American President to propose such
legislation. This was indeed a momentous occasion. While other candidates had
pledged to do so, President Reagan was the only one in a position to carry out his
campaign promise. Thus, on July 16, with only a few months remaining in the 97th
Congress (and with little assurance that a consensus could be reached) the Finance
Commiittee began hearings on S. 2673, the administration’s tuition tax credit plan,
introduced by my colleague, Senator Dole, the distinguished chairman of the com-
mittee.

Let me emphasize the two major concerns I have had with the tuition tax credit
legisiation that has come before this committee previously. First, no student attend-
ing a school that practices illegal discrimination would benefit from the availability
of tuition tax credits. This bill, like the bill that came out of the Finance Committee
last year, directs the Attorney General upon a finding of good cause to seek declara-
tory judgments against schools which discriminate. Such an action could be brought
in response to a complaint of discrimination filed by individuals or upon evidence
presented showing that a school was following a racially discriminatory policy. If
the Attorney General brought such an action and prevailed, the parents of any stu-
dent attending the school would be ineligible for tuition tax credits. In addition, the
tuition tax credit program would not go into effect until it is firmly established that
section 501(cX3) olP the Internal Revenue Code requires a school to maintain a racial-
ly nondiscriminatory policy. This issue shall be decided by either the Supreme Court
in connection with cases currently before it or, failing that, action by Congress.

Second, I continue to maintain that tuition tax credits must be refundable so as to
benefit low-income families who choose to send their children to nonpublic schools.
Members of the committee agreed with me last year when we considered the Presi-
dent’s bill, and our intent at the time was to ofzer a committee amendment on the
floor of the Senate. I hope the same shall be done this year, as the bill before us
now contains no refundability provisions.

Tuition tax credits have been claimed by some to be of aid almost exclusively to
white families. This is not so. Catholic schools, which make up the largest portion to
nonpublic schools in the nation, have shown an increase in minority enrollment
over the last 12 years. In the 1970-71 school year, Blacks made up 4.8 percent of the
total elementary and secondary enrollment in Catholic schools in the country. In
1982-83, the enrollment of Blacks grew to 8.8 percent of the total student popula-
tion. The percentage of Hispanics also increased from 5.0 percent to 9.1 percent over
the same period. Minority enrollment in Catholic schools has gone from slightly
over 10 percent to more than 20 percent in the past 12 years.

Assistance to education, including aid to the nonggblic sector, is a well estab-
lished idea. It has been endorsed repeatedly by many both in and outside of Govern-
ment. Still, as I have remarked at the hearings Senator Packwood and I have held
on this subject over the past six and a half years, many remain of the view that
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providing any assistance to nonpublic schools is a concept somehow foreign to the
American experience. I believe that our hearings have had substantial educational
value in this regard. They have, in my view, dispelled the myth that State aid to
private schools is somehow a new concept or that the Founding Fathers believed
that the first amendment barred any assistance to church-related schools. There is a
history here and if our hearings have accomplished anything they have served to
establish the important historical and contemporary role that non-public schools
have played in our society.

The legislation we are holding hearings on today is intended to insure that stu-
dents in nonpublic schools receive a fair share of assistance from the Federal Gov-
ernment. The public schools do and must come first; the vast bulk of current Feder-
al education expenditures goes to the public schools and their students. This is as it
should be. But that does not mean we should forget the nonpublic schools and their
students. Rather, we would strive to confer justice on nonpublic education, to treat
private school students the same as public school students, and finally to fulfill the
promise we made in 1964. I continue to regard tuition tax credits as a reasonable
and desirable means of achieving these objectives, and urge my colleagues to give
our proposal the consideration it merits. _

STATEMENT BY U.S. SENATOR DAvID BOREN

I think it is very unfortunate the Administration has again decided to pursue its
tuition tax credit proposal. Frankly, I had hoped that with the demise of this legisla-
tion in the 97th Congress we had seen the last of it.

At the outset, I want to make it clear I am opposed to tuition tax credits primar-
ily because of the negative effects I believe they would have on our public education
system. No one believes any more strongly than I do that parents should have the
right to send their children to a private school if they so choose. It is one thing to
have that right, however, but quite another to expect the federal government to en-
courage and support it through the tax system. I, for one, do not believe the federal
ggvemment has that obligation to provide direct financial assistance for -private

ucation.

I want to focus my comments today on the impact I believe this proposal would
have on the public schools. It is both ironic and regrettable that, at a time when we
should be searching for ways to re-vitalize and upgrade the nation’s public educa-
tion cystem, we are holding these hearings on a proposal which, in my opinion, will
only undermine the system.

e just-released report of the National Commission on Excellence in Education
has called attention to the major challenges we face in educating the next genera-
tion of America’s leaders. As we all know, the task of achieving excellence in educa-
tion is certainly not an easy one. Nothing short of a determined national effort will
succeed in keeping our educational system in step with the rapid changes taking
place in the world.

Public education has been a powerful force in our national development. Ameri-
ca’s pre-eminence in world affairs has been achieved largely because of the nation’s
investment in public education. We have invested not only our financial resources,
but our national will in support of free public education for all our citizens.

Now, at a time when America’s pre-eminence and leadership is being challenged,
we must rediscover the central importance of the nation’s public school system and
the role it plays in producing our scientists, mathematicians, skilled workers and
engineers, to name just a few.

Perhaps more importantly, however, I believe establishment of a tuition tax
system for private schools will lead to an erosion of something which has made our
American democracy unique. I am speaking here of the role public education has
played in bridging gaps and promoting understanding in our society, in creating a
sense of community which comes from a shared, common experience in a classroom
by children of different economic, racial and cultural backgrounds.

In some countries it is the privileged few, the wealthy, or those who enjoy major-
ity status, who are permitted an education. In this nation, however, we have com-
mitted ourselves to the ideal that all citizens, regardless of race, religion, or finan-
cial means, are entitled to a free public education and one which is just as good as
could be purchased by the wealthiest individual. Reducing funding for public educa-
tion will clearly not help us reach that ideal.

Many of our greatest leaders, both in the private and public sectors, have come
from the humblest of origins. For most of these individuals, the public schools have
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provided the means whereby they were able to develop their minds and reach their
full potentials.

How tragic it will be if we ever lose sight of the fact that public education has
contributed so much to our democracy. Out of the shared, common experiences of
the public schools has emerged our national identity. I firmly believe we should be
acting to reaffirm the importance of public education to our national life by reject-

T ing proposals such as tuition tax credits, for they can only serve to weaken our com-

mitment to the public schools.

21-678 O0—83——2
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STATEMENT OF SENATOR CHARLES GRASSLEY

Mr. Chairman, the bill before us today, S. 528, would establish a nonrefundable
tax credit for 50 percent of tuition paid during a taxable year to elementary and
secondary schools with non-discriminatory policies.

The measure before us provides a maximum tuition tax credit to a taxpayer on
behalf of each dependent in the following amounts: $100 paid in 1983; $200 paid in
1984; and $300 paid in 1985 and subsequent years. The maximum credit would be
reduced by a 5£eciﬁed percentage for taxpayers earning over $40,000 annually. The
credit would phase out entirely when the taxpayers earn $60,000 per year. Tﬁe bill
also prohibits parents from claiming the credif if their children are enrolled in a
school with a racially discriminatory policy. Senators Packwood, Mo¥nihan and
Bradley studied this language at length last year and agreed upon the language in
this measure as the most effective way to prevent federal furtherance of racially
discriminatory policies of educational institutions.

Despite the considerable controversy that surrounds the concept of tuition tax
credits, I believe that this committee should lower the income cap limit. To accom-
plish this goal, I introduced a bill this week which competely phases out the credit
at $50,000 rather than $60,000, yet retains the exact language of this bill in every
other respect. When this bill is marked up, I intend to offer a similar amendment.

This legislation should prove to be constitutionally acceptable, educationally bene-
ficial and helpful in giving parents a broad range of choices for their children.
Historically, our nation has supported the right of parents to be personally involved
in the education of their children. Indeed, until the late 19th century, schools were
not primarily state-supported, state-founded or state-initiated. A pluralistic society
such as ours should highl{vvalue the encouragement of increased educational
choices, not narrow options. We should be stimulating innovation and flexibility, not
monolithic institutions. We should be spurring genuine competition in the market-
place of ideas, not limiting the intellectual outlets of our youth.

Economically, tuition tax credits should benefit lower and middle income parents.
A majority of parents with children in private elementary and secondary schools
have incomes of $25,000 or less. These parents are strapped by inflation, taxation
and the recession we are emerging from this spring. Without tuition tax credits, the
exercise of educational choice is a financial hardship except for the well-to-do. Tax
credits, unlike deductions, give an income-constant benefit, which means lower
income taxpayers will proportionately benefit more than upper income individuals.

Parents of private school children support the public education system through
state and local taxes. This credit is designed to provide them some very modest
relief for the cost of supporting a dual education system. In the-case of religious
schools, it enables them to exercise the constitutional rights guaranteed under the
Free Exercise clause. :

Assuming that theré must be stringent controls to disallow tuition credits to ra-
cially discriminatory schools, I believe the tuition tax credit would encourage plural-
ism, not stifle it. The comments of the witnesses on this year’s legislation will be
important to all of us in trying to perfect and advance this measure.

STATEMENT OF SENATOR DAvVID PRYOR

Mr. Chairman, I look forward to this hearing today on S. 528, the Educational
Opportunity and Equity Act of 1983. I know that you and three other of my col-
leagues on this committee, Senators Packwood, Roth and Moynihan, are actively
suﬂ)orting this measure.

r. Chairman, I have strong reservations about the whole concept of tuition tax
credits. I realize that this subject is not a new one. The summary of this area by the
staff of the Joint Committee shows the amount of activity just in the last few years,
and this committee even reported out a bill in the 97th Congress on this subject.
However, many questions need to be answered.

For instance, I am concerned about the effect of this proposal on public education
which is already under severe pressures. Additionally, I have concerns about consti-
tutional problems with this proposal.

I also am bothered by the revenue loss from this measure. From my calculations,
the estimated revenue loss by the Joint Committee on Taxation is $245 million in
FY 1984; $526 million in FY 1985; and roughly $3 billion over a five-year period. I
simply don’t think we can enact this bill at a time when the budiet deficits are con-
tinuing to mount. Two days ago we learned that the deficit for the first six months
of this fiscal year was $129.2 billion. The deficit for the entire last fiscal year (Fiscal
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Year 1982) was a record $110.6 billion. Therefore, we've already set a new record—
but we did it in just six months time and the picture doesn’t get any better.

Mr. Chairman, this is an extremely complicated area, and one which deserves de-
tailed consideration. I look forward to hearing the testimony of the witnesses today
and I appreciate your holding this hearing on this very important subject.
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DESCRIPTION OF 8. 528 -

(THE EDUCATIONAL OPPORTUNITY AND
EQUITY ACT OF 1983)

RELATING TO

TAX CREDIT FOR TUITION EXPENSES

INTRODUCTION

The Senate Committee on Finance has scheduled a public hear-
ing on S. 528, the Educational Opportunity and Equity Act of 1983
(introduced by Senators Dole, Packwood, Moynihan, Roth, and
D’Amato), relating to tax credits for private elementary and sec-
ondary education expenses.

This pamphlet, prepared in connection with the hearing, has
four parts. The first part is a summary of present law and the bill.
Part two describes present law. Part three discusses prior Congres-
sional action relating to tuition tax benefits. Part four provides a
detailed description of the provisions of S. 528, including effective
date and estimated revenue effect.
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I. SUMMARY

Present law provides no tax credit or deduction for personal edu-
cational expenses. However, in certain cases, taxpayers are entitled
to a personal exemption for a dependent, which they could not
claim otherwise, because the dependent is a student. Moreover, in-
dividuals generally may exclude from gross income amounts re-
ceived as scholarships and fellowships, or amounts received under
qualified educational assistance programs. Finally, certain types of
“job-related” education expenses may be deducted.

The bill would provide a nonrefundable credit for 50 percent of
tuition expenses paid to private elementary and secondary schools
for certain qualified dependents of the taxpayer. The maximum
credit per dependent would be $100 in 1983, $200 in 1984, and $300
in 1985 and subsequent years. The maximum credit amount would
be phased down for taxpayers with adjusted gross incomes of great-
er than $40,000 and no credit would be allowed for taxpayers with
adjusted gross incomes of $60,000 or more.

For tuition expenses to be creditable, a school could not follow a
racially discriminatory policy. An eligible school (i.e, a school that
is exempt from taxation under Code sec. 501(a) as an organization
described in Code sec. 501(cX3)) would be required to include a
statement of its nondiscriminatory policy in any published by-laws,
admissions materials, and advertising, and to file annually with
the Treasury Department a statement that it has not followed a ra-
cially discriminatory policy. Generally, a copy of this statement
also would have to be furnished to each individual who pays tuition

~to the school and be attached to any return on which credits are
claimed. In addition, the bill would disallow credits for payments to
any school found to be following a racially discriminatory policy in
an action brought by the Attorney General under the bill’s declara-
tory judgment provisions.

The bill generally would apply to tuition paid or incurred after
July 31, 1983, for taxable years beginning after December 31, 1982;
however, no credits"would be allowed until either a final decision
by the Supreme Court of the United States or an Act of Congress
prohibits the granting of a tax exemption under section 501(a) of
the Internal Revenue Code by reason of section 501(cX3) to private
educational institutions that maintain a racially discriminatory
policy or practice as to students. Credits would be effective on a
prospective basis after such final decision or Act of Congress.
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II. PRESENT LAW

Tax Benefits for Educational Expenses

Speci%;ule for claiming dependency exemption for a child who is a
student '

In certain cases, taxpayers are entitled to a personal exemption
for a dependent, which they otherwise could not claim, because the
dependent is a student. Generally, a taxpayer may claim a $1,000
personal exemption for each dependent who has less than $1,000
gross income for a taxable year. However, the gross income limita-
tion does not applg if the dependent is the taxpayer’s child and is
under the age of 19 or is a student (Code sec. 151). -

Income tax exclusion for scholarships and fellowships

Individuals generally may exclude from income amounts re-
ceived as scholarships and fellowships (Code sec. 117). The exclu-
sion also covers incidental amounts received to cover expenses for
travel, research, clerical help, and equipment when they are ex-

nded for these purposes. The exclusion for scholarships and fel-
owship grants is restricted to educational grants by relatively dis-
interested grantors who do not require any significant considera-
tion (e.g., promises of future services) from the recipient, except in
the case of certain Federal grants. Similarly, where an educational
institution allows delayed payment of tuition, the Internal Revenue
Service regards tuition postponement to-be a loan and, therefore,
xllg)t includible as income to the student (Rev. Rul. 72-2, 1972-1 C.B.

Deduction for “job-related” educational expenses

Education expenses which qualify as trade or business expenses
under Code section 162 may be deducted. Expenditures made by an
individual for his own education generally are deductible if they
are for education which (1) maintains or improves skills required
by the individual’s employment or other trade or business or (2)
meets the express requirements of the individual’s employer or the
requirements of applicable law or regulations imposed as a condi-
tion to the retention by the individual of an established employ-
ment relationship, status, or rate of compensation (Treas. Reg. sec.
~ 1.162-5(a)). These types of education commonly are called “job-re-
lated” education.

Income tax exclusion for amounts received under educational assist-
ance programs
For taxable years beginning after December 31, 1978, and before

December 31, 1983, amounts paid by an employer for an employee’s
educational expenses may be excluded from the employee’s income
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if paid pursuant to a qualified educational assistance program
(Code sec. 127). A qualified educational assistance program must be
a separate written plan of an employer for the exclusive benefit of
employees. The plan also must meet requirements with resrect to
nondiscrimination in contributions or benefits and in eligibility for
enrollment, but it need not be funded or approved in advance by
the Internal Revenue Service. For a program to qualify, the em-
ployees must be given adequate notification and must not be able
to choose taxable berrefits in lieu of the educational assistance.

Benefits which may be provided under the program include tu-
ition, fees, and similar payments, books, supplies, and equipment.
Covered studies need not be restricted to courses which are job-re-
lated or part of a degree program.! However, an employee claiming
an exclusion under this section may not claim any other deduction
or credit (e.g., a Code sec. 162 deduction for job-related education)
with respect to any excludible benefits.

Other tax provisions of benefit to education

Some provisions that benefit education, in general, and some-
times students, in particular, include the exclusion from income of
gifts (Code sec. 102), which may comprise a large portion of a stu-
dent’s educational expenses and the charitable contribution deduc-
tion (Code sec. 170), which allows a deduction for charitable contri-
butions (not tuition payments) to educational institutions. Other
g:ovisions, such as the exclusion of interest on State and municipal

nds (Code sec. 103) and the deduction for State and local taxes
(Code sec. 164) indirectly assist publicly-supported educational insti-
tutio:;s by easing the financial burden of State and local govern-
ments.

Effect of Racial Discrimination on Tax-Exempt Status of Private
Schools

The Internal Revenue Service issued a revenue ruling and a rev-
enue procedure,? in 1971 and 1972, respectively, which state that
private schools with racially. discriminatory policies as to students
will not be recognized as organizations exempt from Federal
income tax. These documents also set forth guidelines for determin-
ing whether certain private schools have adequately publicized
their racially nondiscrimiinatory policies so as to enable them to
qualify for tax-exempt status.

In 1975, the IRS published Revenue Procedure 75-50, 1975-2 C.B.
587, which sets forth guidelines and recordkeeping requirements
for determining whether private schools have racially nondiscri-
minatory policies. This revenue procedure superseded Rev. Proc.
72-54, supra.

In general, the 1975 guidelines provide that to obtain recognition
of tax-exempt status under section 501(cX3):

(1) A school must include a statement in its charter, by-laws,
or other governing instrument, or in a resolution of its govern-

t Generallr, however, no exclusion is permitted for educational assistance furnished for
courses involving sports, games, or hobbies.

? Rev. Rul. 71-447, 1971-2 C.B. 230 and Rev. Proc. 72-54, 1972-2 C.B. 834. These documents
were issued in response to Green v. Connally, 330 F. Supp. 1150 (D.D.C.) aff'd per curiam sub
nom. Coit v. Green, 404 U.S, 997 (1971), whic{I held that racially discriminatory private schools
are not entitled to the Federal tax exemptions provided for educational organizations and that
gifts to such schools are not deductible as charitable contributions by the donors.
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ing body, that it has a racially nondiscriminatory policy as to
students and, therefore, does not discriminate against appli-
cants;

(2) the school must include a statement of its racially nondis-
criminatory policy as to students in all its brochures and cata-
l%gues dealing with student admissions, programs, and scholar-
ships;

(3) the school must make its racially nondiscriminatory
policy known to all segments of the general community served
by the school; :

(4) the school must be able to show that all of its programs
and facilities are operated in a racially nondiscriminatory
manner; and

(6) as a general rule, all scholarships or other comparable
benefits procurable for use at the school must be offered on a
racially nondiscriminatory basis. Their availability on this -
basis must be made known throughout the general community
being served by the school and should be referred to in the
publicity necessary to satisfy the third requirement in order
for that school to be considered racially nondiscriminatory as
to students.

This revenue procedure also requires that an individual author-
ized to act officially on behalf of a school which claims to be racial-
ly nondiscriminatory as to students must certify annually, under
penalties of perjury, that to the best of his knowledge and belief
the school has satisfied the requirements listed in the procedure.

The 1975 revenue procedure further provides that the existence
of a racially discriminatory policy with respect to employment of
faculty and administrative staff is indicative of a racially discrimi-
natory policy as to students, while, conversely, the absence of racial
discrimination in employment of faculty and administrative staff is
indicative. of a racially nondiscriminatory policy as to students.
Failure to comply with the guidelines set forth in Revenue Proce-
dure 75-50 ordinarily results in the proposed revocation of the tax-
exempt status of a school.

Through provisions enacted as part of annual appropriations leg-
islation, the Congress has, at various times in the past, forbidden
the Internal Revenue Service from developing or carrying out any
rulings, procedures, or other positions concerning tax exemption
for racially discriminatory private schools beyond those that were
in effect prior to August 22, 1978.3

The issue of whether schools with racially discriminatory policies
may qualify for tax-exempt status currently is pending before the
U.S. Supreme Court in the cases of Goldsboro Christian Schools,
Inc. v. United States (No. 81-1) and Bob Jones University v. United
States (No. 81-3). -

3 This prohibition originally was enacted in response to the fact that on August 21, 1978, the
Interiial Revenue Service proposed publication of a revenue procedure intended to revise admin-
istrative guidelines for determining whether a private school operates in a racially discriminato-
ry manner. As a result of the reopening of litigation in Green v. Connally, supra, and Wright v.
Miller, 480 F. Supp. 790 (D.D.C. 1979), rev'd sub nom. Wright v. Regan, 656 F. 2d 820 (D.C. Cir.
1981), the IRS had concluded that its prior revenue procedures had not been effective in identi-
fying schools that were racially discriminatory even though they had professed an open enroll-
ment policy and had complied with the requirements of Revenue Pr ure 75-50.
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III. PRIOR CONGRESSIONAL ACTION

In the 1950’s, tax deductions from adjusted gross income for some
?ortion of college expenses and an addition rsonal exemption
_for each student were the most common legislative ﬁx:fnsa.l’; for

tax relief for educational expenses. In the 1960’s, tax credit propos-
als became popular. From 1967 to 1977, six education tax credit

roposals passed the Senate, but none was ever approved by the
ouse of Representatives. As noted below, different tuition tax
credit proposals passed both the House and Senate in 1978.

1977 Legislation

The Social Security Financing Amendments of 1977, as b
the Senate, contained an amendment, known as the “Roth amend-
ment,” to provide a tax credit for certain educational expenses.
This amendment was deleted from the bill by the conferees.

The 1977 amendment would have allowed a tax credit for educa-
tional expenses paid by an individual for himself, his spouse, or his
dependents. The credit would have covered 100 percent of the eligi-
ble educational expenses at institutions of higher education (but
not graduate schools) or postsecondary vocational schools, up to a
maximum of $250 for any one individual. This credit would have
been refundable only for the f{irst year that it was effective.

1978 Legislation

In February 1978, the Senate Finance Committee reported a
House-paseed tariff bill with an amendment grovidin a refundable
credit for tuition and fees paid for undergraduate college and post-
seccndary vocational school expenses after August 1, 1978, and for
elementary and secondary school expenses after August 1, 1980. On
August 1, 1981, this credit would have been extended to the educa-
tional expenses of graduate students and part-time students. The
credit would have been for an amount equal to 50 percent of tu-
ition and fees, with a maximum credit of?g%() per-student per-year
as of August 1, 1978, increasing to a maximum of $500 per student
?ln August 1, 1980. This bill was never considered on the Senate

oor.

The House Ways and Means Committee, in April, 1978, reported
a bill (the “Tuition Tax Credit Act of 1978”) that would have pro-
vided a nonrefundable credit equal to 25 percent of the tuition paid
by the taxpayer to one or more eligible educational institutions for
himself, his spouse, or any of his dependents.!

This credit would have been available only for tuition paid to un-
dergraduate institutions of higher education and postsecondarg vo-
cational schools. The maximum credit would have been $100 for
1978, $150 for 1979, and $250 for 1980.

1 H.R. Rep. No. 95-1056, 95th Cong., 2d Sess. (1978).
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The House amended this bill to provide a credit, with the same
limits applicable to tuition paid to undergraduate institutions, for
graduate postsecondary expenses. In addition, the bill was amended
to provide a credit for expenses paid to elementary and secondary
schools. The maximum credit for elemen and secondary school
igggnses would have been $50 for 1978, $100 for 1979, and $100 for

The Senate Finance Committee, in A t 1978, reported the
House-passed bill with amendments (the ‘“Tuition Tax Relief Act of
1978").2 This bill would have provided a nonrefundable credit for
an amount equal to 50 percent of the educational expenses paid b
the taxpayer during the taxable year. Beginning August 1, 1978,
the maximum credit for undergraduate colle%?) or postsecondary vo-
cational school expenses would have been $250. This amount would
have increased to $5600 on October 1, 1980. In addition, the credit
would have been expanded to cover students in private elementary
and secondary schools (including vocational secondary schools) and
half-time undergraduate students, as of October 1, 1981. The maxi-
mum credit for elementary and secondary school expenses would
have been $250. The Senate amended this bill by deleting coverage
for elementary and secondary school expenses and by providing
that no credit would be allowed after December 31, 1983.

On October 3, 1978, the Conference Committee reported a bill
that would have provided a credit equal to 35 percent of tuition
paid to institutions of higher education and postsecondary vocation-
al schools.? The maximum credit allowed under this proposal
would have been $100 for 1978, $150 for 1979, $250 for 1980, and
$250 for 1981. The House rejected this proposal, and the Conference
Committee submitted a second report that, in addition to a credit
for higher education expenses, would have allowed a credit for sec-
ondary education expenses (a maximum credit of $50 in 1978, $100
in 1979, $100 in 1980, and $100 in 1981).4 This proposal was reject-
ed by the Senate.

96th Congress

Although there were several bills providing for tuition tax cred-
its iiultroduced in the 96th Congress, no legislative action was taken
on them.

97th Congress

In the 97th Congress, the Senate Committee on Finance reported
a bill similar to S. 528 (see, S. Rep. No. 97-576, 97th Cong., 2d. Sess.
(1982)). That bill (H.R. 1635) diftered from S. 528 in that it would
have provided no credit for tuition paid to a school hawl':f an ad-
missions policy that discriminated against handicafped children, or
attendance at which did not satisfy State compu sorg attendance
laws. In addition, no credit would have been allowed for taxpayers
with adi)usbed gross income of $50,000 or more (rather than $60,000
or more).

2 S. Rep. No. 95-1066, 95th Cong., 2d Sess. (1978).

3 HR. Rep. No. 95-1682, 95th Cong., 2d Sess. (1978). A similar provision was contained in the
Senate version of the Revenue Act of 1978, but was deleted in conference. (See, H.R. Rep. No.
95-1800, 95th Cong., 2d Sess. (1978).)

¢+ H.R. Rep. No. 95-1790, 95th Cong., 2d Sess. (1978).
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1V. DESCRIPTION OF THE BILL
A. General Provisions

Congressional findings

The bill contains a policy statement that sets forth propositions
that are based upon a Congressional finding that it is the policy of
the United States to foster educational opportunity, diversity, and
choice for all Americans. This policy statement concludes that the
primary purpose of the bill would be to enhance equality of educa-
tional opportunity, diversity, and choice for Americans.

Credit for tuition expenses

Under the bill, an individual would be allowed to claim a nonre-
fundable tax credit for 50 percent of certain tuition expenses paid
during the taxable year to one or more eligible private educational
institutions. Credits would be allowed only with respect to tuition
paid for certain dependents who are under age 20 at the close of
the taxable year in which the expenses are paid and with respect
to whom the individual is permitted to claim dependency exemp-
tions. Provided that over half of his or her support is received from
the taxpayer, the payment of tuition expenses for (1) a son or
daughter or a descendant of either, (2) a stepson or stepdaughter,
(3) a brother, sister, stepbrother, or stepsister, (4) a son or daughter
of a brother or sister, or (5) an individual (other than the taxpay-
er’s spouse) who has as his or her principal place of abode the
home of the taxpayer and who is a member of the taxpayer’s
household, would qualify for the credit. Except for the taxpayer’s
children, these individuals would be required to have less than
$1,000 of gross income for the calendar year in order to be claimed
as dependents. ‘

Eligible educational institutions and qualified tuition expenses

The credit would be available only with respect to tuition paid to
certain educational institutions. An educational institution would
be required to meet the following requirements in order for tuition
paid to it to be a creditable expense:

(1) It must provide a full-time program of elementary or second-
ary education;

(2) It must be a privately operated, not-for-profit, day or residen-
tial school; and

(3) It must be exempt from taxation under Code section 501(a) as
an organization described in section 501(cX3).! (This includes

! These are organizations that are organized and operated exclusively for religious, charitable,
educational, or other enumerated purposes, no part of the net earnings of which inures to the
benefit of any private shareholder or individual and which meet certain other specified require-
ments.
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church-operated schools that currently are exempt from the re-
quirement that applications for recognition of tax-exempt status be
filed with the Internal Revenue Service.)

While the bill would not require a private school to have by-laws,
advertisements, admission application forms, or other such publica-
tions, if an institution does have any such publications they would
be required to include a statement that the institution does not dis-
criminate against applicants or students on the basis of race. The
form or manner for making this statement is to be prescribed by
Treasury Regulations.

Tuition expenses eligible for the credit would be tuition and fees.
paid for the full-time enrollment or attendance of a student at an
educational institution, including required fees for courses. Howev-
er, amounts paid for (1) books, supplies, and equipment for courses
of instruction; (2) meals, lodging, transportation, or personal living
expenses; (3) education below the first-grade level, such as attend-
ance at a kindergarten, nursery school, or similar institutionh; and
(4) education beyond the twelfth-grade level would not be eligible
for the credit.

Limitations on credit amount

The credit would be subject both to a maximum dollar amount
and a limitation based upon the amount of a taxpayer’s adjusted
gross income. Both the maximum dollar amount of the credit and
the maximum income limitation would be phased in over a three-
year period.

The maximum credit allowable to a taxpayer with respect to tu-
ition expenses paid on behalf of each dependent would be:

(1) $100 in the case of tuition expenses paid or incurred after
July 31, 1983, in taxable years beginning in 1983;
(2) $200 in the case of tuition expenses paid or incurred in
taxable years beginning in 1984; and
(3) $300 in the case of tuition expenses paid or incurred in
taxable years beginning in 1985 or later.
A special rule would provide that any tuition tax credits available
to any taxpayer could not be taken into account in determining the
estimated tax of a taxpayer for any taxable year beginning before
January 1, 1984, or in determining the number of withholding ex-
emptions to which any taxpayer would be entitled with respect to
remuneration paid before January 1, 1984.

The maximum credit amount would be reduced by a specified
percentage of the amount by which a taxpayer’s adjusted gross
income for the taxable year exceeds $40,000 ($20,000 in the case of
a married individual filing a separate return). The phase-out rate
would be .5 percent for taxable years beginning in 1983; 1.0 percent
for taxable years beginning in 1984, and 1.6 percent for taxable
years beginning in 1985 and thereafter. These asrcentage phase-out
rates would be doubled for married individuals filing separate re-
. turns. Thus, for taxable years beginning in 1985, a taxpayer with
adjusted gross income of $60,000 or more ($30,000 in the case of a
n;:gied individual filing a separate return) would receive no tax
credit.




Special rules

Under the bill, otherwise eligible tuition expenses would be re-
duced by certain amounts paid to the taxpayer or his dependents.
These amounts are: (1) amounts received from tax-free scholarships
or fellowship grants; (2) certain Veterans' benefits; and (3) other
tax-exempt educational financial assistance (except for excluded
sifts, bequests, devises, or inheritances). If the scholarship is paid

irectly to the school and the school sends a bill for tuition to the
taxpayer that is net of the scholarship, the taxpayer would not be
deemed to have been paid the scholarship; the scholarship would
be excluded from the computation of tuition expense.

B. Anti-discrimination Provisions

Overview

No tax credit would be permitted for tuition payments to schools
‘that follow racially discriminatory policies. The bill would define
the term “race” to include color or national origin. ,

Under the bill, an educational institution would be treated as fol-
lowing a racially discriminatory policy if it refused, on account of
race: (1) to admit applicants as students; (2) to admit students to
the rights, privileges, programs, and activities generally made
available to students by the educational institution; or (3) to allow
students to participate in its scholarship, loan, athletic, or other
programs.

A racially discriminatory policy would not include failure to
pursue or achieve any racial quota, proportion, or representation in
the student body.

Required publication of nondiscriminatory policy and report to
Treasury Department

Eligible schools would be required to include a statement of non-
discriminatory policy in all published by-laws, application forms,
advertising, or other such published documents.

The bill would also require a school to file annually with the
Treasury Department a statement declaring that it had not fol-
lowed a racially discriminatory policy and indicating whether a
judgment declaring that the school had followed a racialy discrimi-
natory policy was in effect. The statement would have to indicate
.whether the school had complied with the requirement that it in-
‘clude a statement of nondiscriminatory policy in its published by-
‘laws, application forms, advertising, etc. Additionally, a copy of the
nondiscrimination statement would generally have to be furnished
to each person paying tuition to the school. A copy of the state-
ment would have to be attached to the tax return of each person
claiming a credit for tuition paid to the school.

Enforcement proceedings

Under the bill, the Attorney General would be responsible for de-
termining whether a school followed a racially discriminatory
policy.2 The Attorney General would be authorized and directed to

bill, as introduced on lE‘ebruary 17, of the Congressional Record for

2The bill, as printed, contains a t phical error on e 6, line 7. The correct text of the
% mppeau on page §f§36
that day.

. ]
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seek a declaratory judgment against a school after receiving a writ-
ten allegation of discrimination filed by a complainant against the
school and finding good cause. This written allegation would be re-
quired to allege with specificity that (1) the school had committed a
racially discriminatory act against a student applicant or student
within one year preceding the date on which the allegation was
made, or (2) that the school had made a communication within one
year preceding the date on which the allegation was made, express-
mﬁ'ﬁhat the school follows a racially discriminatory policy.

e Attorney General would be required, upon receipt of a writ-
ten allegation, promptly to notify the school, in writing, of the ex-
istence of the alleiation. Before commencing a declaratory judg-
ment groceeding, the Attorney General also would be ret}mred to
give the school a fair opportunity to comment on the allegations
made against it by the complainant and to show that the racially
discriminatory policy alleged in the written allegation either did
not exist or had been abandoned.

_If the Attorney General decided not to seek a declaratory judg-
ment against the school, he would be required to make available to
the complainant the information on which he based his decision,
including any relevant information submitted by the school. He
would not be required or authorized, however, to make available
any information the disclosure of which would violate any Federal
or State law protecting personal privacy or confidentiality.

Instead of seeking a declaratory judgment, the Attorney General
could, in his discretion, enter into a settlement agreement with a
school against which an allegation of discrimination had been
made. However, before doing so, the Attorney General would be re-
quired to find that the school had been acting in good faith and
had abandoned its racially discriminatory glicy. A copy of any set-
tlement agreement would be required to be furnished to the com-
plainant whose allegations resulted in the Attorney General’s in-
vestigation. If the school violated the settlement agreement, then
no subsequent allegation would need to be filed before the Attorney
General could initiate a declaratory judgment proceeding or com-

‘mence a proceeding to enforce the terms of the settlement.

Attorneys’ fees

The bill would authorize the district court to award costs and
reasonable attorneys’ fees to a school prevailing in a declaratory

~ judgment proceeding brought by the Attorney General.

Discontinuance of racially discriminatory policy

“The bill provides that a school against which a declaratory judg-
ment had been rendered could, at any time after one year from the
date of the judgment, file with the district court a motion to modi
the judgment to include a declaration that the school no longer fol-
lowed a racially discriminatory policy. The motion by the school
would be granted, and tuition paid to the school that is otherwise
qualified would again become eligible for tax credits, unless the At-
torney General established that the declaration by the school was
false, or that the school had, within the preceding year, (1) commit-
ted a racially discriminatory act against a student or applicant, (2)
communicated that-it followed a discriminatory policy, or (3) en-
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gaged in a pattern of conduct to implement such a racially discrim-
inatory policy.

Period of disallowance of tax credits

No credits would be allowed for amounts paid to a school during
the period in which a declaratory judgment against the school was
in effect. Generally, a declaratory judgment would be effective be-
ginning with the calendar year in which it was entered by the dis-
trict court, whether or not it was appealed. The period of disallow-
ance would end only if a motion to reinstate credits was granted by
the district court. In that event, credits would again be allowed be-
ginning with the year the motion was granted by the district court,
whether or not that motion was appealed.

Annual report by Attorney General

The bill would require the Attorney General to make an annual
report to the Congress on his activities regarding enforcement of
the anti-discrimination provisions.

Credit not to be considered as Federal assistance

The bill provides that tuition tax credits would not constitute
Federal financial assistance to educational institutions or the recip-
ients thereof.

C. Effective Date

The bill generally would be effective for tuition payments made
after July 31, 1983. However, no credits would be allowable until
either a final decision of the Supreme Court of the United States or
an Act of Congress prohibits the granting of a tax exemption under
Code section 501(a) by reason of section 501(cX3) to private educa-
tional institutions maintaining a racially discriminatory policy or
practice as to students.

D. Revenue Effect

It is estimated that the bill would reduce budget receipts by $245
million in fiscal year 1984, $526 million in fiscal year 1985, $753
million in fiscal year 1986, $779 million in fiscal year 1987, and $763
million in fiscal year 1988.

f
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To amend the Internal Revenue Code of 1954 to provide & Federal income tax
credit for tuition.

IN THE SENATE OF THE UNITED STATES

FeBRUARY 17 (legislative day, FEBRUARY 14), 1983

Mr. DoLe (for himself, Mr. PaAckwoop, Mr. MoyNIHAN, Mr. RoTH, and Mr.
D’AMaTO) introduced the following bill; which was read twice and referred
to the Committee on Finance

A BILL

To amend the Internal Revenue Code of 1954 to provide a
Federal income tax credit for tuition.

[y

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Educational Opportunity
and Equity Act of 1983"". -

SEC. 2. CONGRESSIONAL FINDINGS AND PURPOSES.
(a) FINDINGS.—The Congress finds that it is the policy

of the United States to foster educational opportuaity, diver-
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sity, ana choice for all Americans. Therefore, this Act recog-
~

nm.es that—
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2
(1) pluralism is one of the great strengths of

American society, diversity in education is an impor-
tant contributor to that pluralism, and nonpublic
schools play an indispensable role in making that diver-
sity possible;

(2) the existence and availabili& of alternatives to
public education tend to strengthen public education
through competition and to improve the educational op-
portunitics f all Americans;

(3} Americans should have equal opportunities to
choose between the education offered by public schools
and available in private educational systems and should
not be compelled because of economic circumstances to
accept education provided by government-created and
government-operated school systems, and to force such
a selection is an unfair and unjust discrimination
against persons of lesser means;

(4) increasing numbers of American families are
unable to afford nonpublic school tuition in addition to
the State and local taxes that go to support public
schools, and tax relief for nonpublic school tuition ex-
penses is necessary if American families are to contin-
ue to have a meaningful choice between public and pri-

vate education at the elementary and secondary levels;
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(5) tax relief in the form of tuition tax credits is
the fairest way to extend a choice in education to a
wide range of individuals, tax relief in the form of tu-
ition tax credits creates the least possible danger of in-
terference in the lives of individuals and families con-
sistent with achieving these ends, and tax relief in the
form of tuition tax credits achieves these ends with a
minimum of complexity so that those for whom the tax
relief is intended will be able to understand and take
advantage of it;
(6) the tax revenue loss occasioned by a tuition
tax credit for a child would be small compared to the
cost to State and local taxpayers of educating the child
at a public school; and
(7) equality of educational opportunity is the
policy of the United States, and the tax relief afforded
by this legislation should not be used to promote racial
discrimination.
The Congress finds that this Act will expand opportunities
for personal liberty, diversity, and pluralism that constitute
important strengths of education in America.

(b) PurPoSE.—The primary purpose of this Act is to
enhance equality of educational opportunity, diversity, and

choice for Americans.
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SEC. 3. CREDIT FOR TUITION EXPENSES.

(a) IN GENERAL.—Subpart A of part IV of subchapter
A of chapter 1 of the Internal Revenue Code of 1954 (relat-
ing to credits allowable) is amended by inserting after section

44G the following new section:

“SEC. 44H. CREDIT FOR TUITION EXPENSES.

“(a) GENERAL RULE.—At the election of an individual,
there shall be allowed as a credit against the tax imposed by
this chapter for the taxable year an amount equal to 50 per-
cent of the qualified tuition expenses paid by such individual
during the taxable year for any qualified dependent.

“(b) LIMITATIONS.—

“(1) MAXIMUM DOLLAR AMOUNT PER QUALI-

FIED DEPENDENT.—

“(A) IN GENERAL.—The amount of the
credit allowable to the taxpayer under subsection
(a) with respect to any qﬁaliﬁed dependent for any
taxable year shall not exceed the applicable
amount.

“(B) APPLICABLE AL@_OUNT.—For purposes
of this paragraph, the term ‘applicﬂble amount’
means the excess, if any, of—

“(i) $300, over
“(ii) 1.5 percent (3 percent in the case

of a married individual who does not file a
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- joint return) of the amount, if any, by which
the adjusted gross income of the taxpayer for
the taxable year exceeds $40,000 ($20,000
in the case of such married individual).

“(C) TRANSITIONAL RULE.—For taxable
years beginning after December 31, 1982, and
before January 1, 1985, subparagraph (B) shall
be applied—

“(i) in taxable years beginning in 1983,
by substituting—
“(I) ‘$100’ for ‘$300°,
“II) ‘0.5 percent’ for ‘1.5 per-
cent’, and
“(III) ‘1 percent’ for ‘3 percent’,
and
“(ii) in taxable years beginning in 1984,
by substituting—
“(I) ‘$200’ for ‘$300’,
“I) ‘1 percent’ for ‘1.5 percent’,
and
“(ITI) ‘2 percent’ for ‘3 percent’.
“(2) Credit not to exceed tax liability.—The
credit allowed by subséction () shall not exceed the
tax imposed by this chapter for the taxable year, re-

duced by the sum of the credits allowable under a sec-
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tion of this subpart having a lower number or letter
designation than this section, other than credits allow-
able by sections 31, 39, and 43.

“(c) CREDIT DENIED FOR AMOUNTS PAID TO RACIAL-
LY DISCRIMINATORY INSTITUTIONS.—

‘(1) DECLARATORY JUDGMENT ENTERED.—

“(A) IN GENERBAL.—Credit shall be allowed
under this section for any amount paid to an edu-
cational institution during any taxable year if—

“(i) within the calendar year ending
with or within such taxable year or in any
preceding calendar year—

“(I) a judgment has been entered
by a district court of the United States
under section 7408 (regardless of
whether such judgment is appealed) de-
claring that such educational institution
follows a racially discriminatory policy,
or

“(l) an order by any United
States Court of Appeals has been made
which, by its terms, requires the district
court to enter such a judgment, and
“@) no order described in section

7408(f(2) with respect to such educational
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institution has been entered which is in effect
for the calendar year ending with or within
such taxable year.

“(B) REVERSALS OF DECLARATORY JUDG-

MENTS OB ORDERS.—

“G@) IN GENERAL.—A judgment or

order described in subparagraph (AXi) en-

“tered in an action brought with respect to an

educational institution shall not be taken into
account under subparagraph (A) for any tax-
able year if, after all appeals in such action
have been concluded or the time for filing
such appeals has expired, the declaration
contained in such judgment, or required to be

. entered under the terms of such order, that

such institution has followed a racially
discriminatory policy is negated (other than
by reason of an order described in section
7408(f{2)).

“(ii) WAIVER OF LIMITATIONS.—Not-
withstanding section 6511(a) or any other
period of limitation or lapse of time, a claim
for credit or refuhd of overpayment of the
tax imposed by this chapter which arises by
reason of this subparagraph may be filed by
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any person at any time within the 1-year
period beginning on the earlier of—-

“(I) the date on which all appeals
with respect to the judgment or order
described in subparagraph (A)() have
been concluded, or

“(II) the date on which the time
for such appeals has expired.

Sections 6511(b) and 6514 shall not apply to
any claim for credit or refund filed under this
subparagraph within such 1-year period.

“(C) STAY OF DECLARATORY JUDGMENT.—

“@) IN GENERAL.—Any judgment or
order -described in subparagraph (A)G) shall
not be taken into account under subpara-
graph (A) for any taxable year if such judg-
ment or order is stayed as of the close of
such taxable year. -

“(ii) REMOVAL OF sTAY.—If a stay en-
tered against a judgment or order described
in subparagraph (A)(i) is vacated—

“I) this subparagraph shall not
apply with respect to such judgment or
order for any taxable year preceding the
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taxable year in which such stay is va-

cated, and -

“T) notwithstanding any other
provism this title or of any other
law, the statutory period for the assess-
ment of & ‘deﬁciency attributable to the
disallowance of any credit under this
section by reason of this clause shall not
expire before the date which is 3 years
after the close of the calendar year in
which such stay is removed.

“(D) WAIVER OF LIMITATIONS IF INSTITU-
TION CEABES TO DISCRIMINATE.—Notwithstand-
ing section 6511(a) or any other period of limita-
tion or lapse of time, a claim for credit or refund
of overpayment of the tax imposed by this chapter
which arises by reason of & reversal of any order
denying a motion under section 7408(f(1(A) may
be filed by any person at any time within the
1-year period beginning on the date on which
such reversal is made. Sections 6511(B) and 6514
shall not apply to any claim for credit or refund
filed under this subparagraph within such 1-year
period.

‘(2) REQUIRED STATEMENTS.—
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‘“(A) STATEMENTS FURNISHED BY INSTITU-

TIONS TO THE SECRETARY.—No credit shall be
allowed under subsection (a) for amounte paid to
any educational institution during the taxable year
if such educational institution has not filed v;rith
the Secretary (in such manner and form as the
Secretary shall by regulation prescribe) within 30
days after the close of the calendar year ending
with or within such taxable year a verified state-
ment which— _

“(G) declares that such institution has
not followed a racially discriminatory policy
during such calendar year;

“(ii) indicates whether—

“M a declaratory judgment .or
order described in paragraph (IXAXi)
has been entered against such institu-
tion in an action brought under section
7408;

“(ID a stay against such judgment
or order is in effect; and

- ‘() an ordei described in_ section

7408(f}(2) is in effect; and
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‘(iil) attests that such institution has

complied with the requirements of subsection

(d3XD) during such cslendar year.

“(B) STATEMENTS FURNISHED TO TAXPAY-
ERS.—Except as otherwise provided by regula-
tions, within 30 days after the close of the calen-
dar year to which the statement described in sub-
paragraph (A) relates, the educational institution
shall furnish & copy of such statement to all per-
sons who paid tuition expenses to the institution
in the calendar year to which such statement re-
lates.

“(C) STATEMENTS FURNISHED BY TAXPAY-
ERS TO THE SECRETARY.—No credit shall be al-
lowed to a taxpayer under subsection (a) for
amounts paid to an educational institution during
the taxable year if the taxpayer does not attach to
the return on wliich the taxpayer claims the credit
the statement described in subparagraph (A)
which is furnished by such institution for the cal-
endar year ending with or within such taxable
year of the taxpayer.

‘(3) ENFORCEMENT RESPONSIBILITY.—The At-

torney General shall have exclusive authority under

this subsection to investigate and to determine whether
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an educational institution is. following a racially dis-
criminatory policy.

“(4) RACIALLY DISCRIMINATORY POLICY.—For
purposes of this subsection— |

“(A) IN GENERAL.—An educational institu-
tion follows a racially discriminatory policy if such
institution refuses, on the basis of race, to—
“() admit applicants as students;
“(ii) admit students to the rights, privi-
leges, programs, and activities generally
made available to students by the educational
institution; or
“(iii) allow students to participate in its
scholarship, loan, athletic, or other programs.
“(B) Quoras, ETC.—The term ‘racially dis-
criminatory policy’ shall not include failure of any
educational institution to pursue or achieve any
racial quota, proportion, or representation in the
student body.

“(C) RacE.—The term ‘race’ shall include
color or national origin.

“(d) DEFINITIONS.—For purposes of this section—

‘(1) QUALIFIED TUITION EXPENSES.—The term

‘qualified tuition expenses’ means the excess of—
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1 “(A) the amount of tuition expenses paid by
2 the taxpayer during the taxable year to any eligi-
3 ble educational institution for any qualified de-
4 pendent of such taxpayer, over
' 5 “(B) any scholar;«xhip or financial assistance
6 paid during such taxable year to such qualified de-
7 pendent or to the taxpayer with respect to such
8 qualified dependent.
9 “(2) QUALIFIED DEPENDENT.—The term ‘quali-
10 fied dependent’ means any individual—
H— “(A) who is a dependent of the taxpayer
12 (other than an individual described in paragraph
13 4), (5), (7), or (8) of section 152(a)),
14 - —  — “(B) who has not attained 20 years of age at
15 the close of the taxable year, and
16 “(C) with respect to whom a deduction under
17 section 151 is allowable to the taxpayer for the
18 taxable year.
“(3) ELIGIBLE EDUCATION INSTITUTION.—The
20 term ‘eligible educational institution’ means an educ-
21 tional institution—
22 ‘“(A) which provides a full-time program of
23 elementary or secondary education;
24 “(B) which is a privately operated, not-for-
25 profit, day or residential school;
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“C) which is exempt from taxation under
section 501(a) as an organization described in sec-
tion 501(cK3), including church-operated schools
to which subsections (a) and (b) of section 508 do
not apply; and )

“(D) which includes in any published bylaws,
advertisements, admission application forms, and
other such published materials, a statement (in
such form and manner as the Secretary may by
regulations prescribe) that it does not discriminate
against student applicants or students on the basis
of race. B
“(4) TUITION EXPENSES.—

“(A) IN GENERAL.-—The term ‘tuition ex-
penses’ means tuition and fees paid for the full-
time enrollment or attendance of a student at an
educational institution, including required fees- for
courses.

“(B) CERTAIN EXPENSES EXCLUDED.—The
term ‘tuition expenses’ does not include any
amount paid for—

“() books, supplies, and equipment for
" courses of instruction;

“(ii) meals, lodging, transportation, or
personal living expenses;
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“(iii) education below the first-grade-

level; or

“(iv) education above the twelfth-grade
level.

“(5) SCHOLARSHIP OR FINANCIAL ASSIST-
ANCE.—The term ‘scholarship or financial assistance’
means—

“(A) a scholarship or fellowship grant (within
the meaning of section 117(a)(1)) which is not in-
cludible in gross income under section 117;

“(B) a;l educational assistance allowance
under chapter 32, 34, or 35 of title 38, United
States Code; or

“(C) other financial assistance which—

“@) is for educational expenses, or at-
tributable to attendance at an educational in-
stitution, and

“(ii) is exempt from income taxation by
any law of the United States (other than a
gift, bequest, devise,‘ or inheritance within
the meaning of section 102(a)).

“(e) ELECTION.—The election provided under subsec-

23 tion (a) shall be made at such time and in such manx;er as the

24 Secretary shall by regulations prescribe.”
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“(b) DISCLOSURE OF INFORMATION TO ATTORNEY

2 GENERAL.—Subsection (h) of section 6103 of such Code (re-

3 lat_ing to disclosure to certain Federal officers and employees

4 for tax administration purposes) is amended by adding at the

5 end thereof the following new paragraph:

6
7
8
9
10
1

[V TR - T - B N - R L)

“(6) CERTAIN INVESTIGATIONS AND PROCEED-
INGS REGARDING RACIALLY DISCRIMINATORY POLI-
c1Es8.—Upon the request of the Attorney General or
the Secretary’s own motion, the Secretary shall dis-
close any return or return information which is rele-
vant to—

“(A) any investigation conducted by the At-
torney General under section 44H(c) with regard
to whether an educational institution is following
a racia.lly“discriminatory policy (within the mean-
ing of section 44H(c)4)), or

“(B) any proceeding which may be brought
under section 7408,

to any officer or employee of the Department of Jus-
tice who is directly and personally involved in such in-
vestigation or in preparation for such a proceeding.”.
(c) CONFORMING AMENDMENT.—

“(1) The table of sections for ‘subpart A of part
IV of subchapter A of chapter 1 of such Code is
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1 amended by inserting after the item relating to section —

2 44G the following:
“8ec. 44H. Tuition expensex.” ~

“(2) Section 6504 of such Code (relating to cross
references with respect to periods of limitation) is
amended by adding at the end thereof the following
new paragraph:

“(12) For disallowance of tuition tax credits be-

cause of a declaratory judgment that a school follows a

© W N O Ot s W

racially discriminatory policy, see section 44H(c).”

10 SEC. 4. DECLARATORY JUDGMENT PROCEEDING.

11 (a) IN GENERAL.—Subchapter A of chapter 76 of the
12 Internal Revenue Code of 1954 (relating to judicial proceed-
13 ings) is amended by redesignating section 7408 as section
14 7409 and by inserting after section 7407 the following new

15 section:

“Sec. 7408. Declaratory judgment relating to racially discriminatory
policies of schools.

16 “(a) IN GENERAL.—Upon filing of an appropriate
17 pleading by the Attorney General under subsection (b), the
18 district court of the United States for the district in which an
19 educational institution is located may make a declaration
20 with respect to whether such institution follows a racially
21 discriminatory policy. Any such declaration shall have the
22 force and effect of a final judgment of the district court and
28 shall be reviewable as such.

21-578 O—83——4
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“(b) FrLiNG OF PLEADING.—

“(1) IN GENERAL.—The Attorney General is au-
thorized and directed to seek a decla.ratory judgment
under subsection (a) against any educational institution
upon—

“(A) receipt by the Attorney General within
the previous 1-year period of any allegation of
discrimination against such institution, and

“(B) s finding by the Attorney General of
good cause. '

“(2) ALLEGATION OF DISCRIMINATION.—For
purposes of this section, the term ‘allegation of discrim-
ination’ means an allegation made in writing by any
person which alleges with specificity that—

“(A) a named educational institution has
committed a racially disc.riminatory act against &
named student applicant or student within one
year .preceding the date on which such all;gation
is made to the Atmrﬁéy General, or

“(B) the educational institution made a com-
munication, within one year preceding such date,
expressing that the institution follows a racially
discriminatory policy.

“(3) NOTICE OF ALLEGATIONS OF DISCRIMINA-

TION.—Upon receipt of any allegation of discrimination
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made against an educational institution, the Attorney

General shall promptly give written notice of such alle-
gation to such institution.

‘“(4) OPPORTUNITY TO COMMENT.—Before any
action may be filed against an educational institution
by the Attorney General under subsection (a), the At-
torney Gteneral shall give the institution a fair opportu-

nity to comment on all allegations made against it and

to show that the alleged racially discriminatory policy

does not exist or has been abandoned.
“(5) AVAILABILITY OF CERTAIN INFORMATION
TO COMPLAINANT.— |
“(A) IN GENERAL.—If an allegation of dis-
crimination against an educational institution is
made to the Attorney General and the Attorney
General—
~ “(i) declines to bring an action under
subsection (a) against such institution, or
“(ii) enters into a settlement agreement
with such institution under subsection (d)
before such an action is brought,
the Attorney General shall make available to the
person who made such allegation the information
upon which the Attorney General based the deci-

sion not to bring such an action or to enter into
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such settlement agreement. The Attorney General

shz;,ll promptly give written notice to such person
that such information is available for his inspec-
tion.

“(B) Privacy LAwS.—Nothing in this para-
graph shall be construed to authorize- or require
the Attorney General to disclose any information
if such disclosure would violate any applicable
State or Federal law relating to privacy.

‘“(c) REQUIREMENTS FOR A EmmNo oF FOLLOWING A
RacraLLY D1scRIMINATORY PoLicY.—A district court may
declare that an-educational institution follows a racially dis-
criminatory policy in an action brought under subsection (a)
only if the Attorney General establishes in such action that—

| “(1) the institution has, pursuant to such policy,
committed a racially discriminatory act against a stu-
dent applicant or student within the 2 years preceding
commencement of such action;

“(2) the institution has, within ;he 2 years preceding
commencement of such action, made a communication
expressing that it follows a racially discriminatory
policy against student applicants or students; or

‘“(8) the institution has engaged in a pattern of
conduct intended to iinplement & racially discriminatory

policy, and that some act in furtherance of this pattern
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of conduct was committed within 2 years preceding
commencement of such action. |
‘“(d) SETTLEMENTS.—

“(1) IN GENERAL.—Prior to, and in lieu of, filing

an ‘actien under subsection (a), the Attorney General

‘may, at his discretion, enter into a settlement agree-

ment with the educational institution against w}lich an
allegation of discrimination has been made -if the Attor-
ney General finds that the institution has been acting
in good faith and has abandoned its racially disc;'imina-
tory policy.

“(2) VIOLATION OF BSETTLEMENT AGREE-
MENT.—If the Attorney (Gleneral has entered into a
settlement agreement with an educational institution
under paragraph (1) and the Attorney General finds
that such institution is in violation of such agreement,
the Attorney General may—

“(A) notwithstanding subsection (b)}{1)}A),
bring an action under subsection (a) without
having received any allegation of discrimination
against such institution, or

“(B) bring an action to enforce the terms of
‘such agreement.

“(3) CoPY OF SETTLEMENT AGEEEMENT TO

COMPLAINANT.—The Attorney General shall give a
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copy of any settlement agreement which is entered into

with any educational institution under paragraph (1) to

any person from whom the Attorney General has re-
ceived an allegation of discrimination against such in-
stitution.

‘“(e) RETENTION OF JURISDICTION.—Any district
court which makes a declaration under subsection (a) that an
educational institution follows a racially discriminatory policy
shall retain jurisdiction of such case.

“(f) DISCONTINUANCE OF RACIALLY DISCRIMINATORY
Poricy.—

“(1) Motion.—
“(A) IN GENERAL.—At any time after the

date which is 1 year after the date on which a
judgment is entered in an action brought under
subsection (a) declaring that an educational insti-
tution follows a racially discriminatory policy,
such institution may file with the district court a
motion to modify such judgment to include a dec-
laration that such institution no longer follows a
racially discriminatory policy.
“(B) AFFIDAVITS.—Any motion filed under
subparagraph (A) shall contain affidavits—
“(1) describing with specificity the ways

in which the educational institution has aban-
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doned its previous racially discriminatory
policy;
“(ii) describing with specificity the ways
in which such institution has taken reason-
able steps to communicate its policy of non-

discrimination to studenis, to faculty, to

- school administrators, and to the public in

the area it serves;

“(iii) averring that such institution has
not, during the preceding year—

“() committed a racially discrimi-
natory act against a student applicant
or student pursuant to a racially dis-
criminatdfy policy;

“(I) made a communication ex-
pressing that it follows a racially dis-
criminatory policy against student appli-
cants or students; or

“(IIT) engaged in a pattern of con-
duct intended to implement a racially
discriminatory policy, and committed
some act in furtherance of this pattern

of conduct; and
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“(iv) averring that such institution has
complied with the requirements of section
44H(d)(3)(D).

“(2) OrpER.—If a motion is made under para-
graph (1), the district court shall issue an order modify- |
ing the judgment entered in the action to include a
declaration that the educational institution no longer
follows a racially discriminatory policy unless the At-
torney General establishes that—

“(A) any affidavit provided by the- institution
under paragraph (1)(B) is false; |

“(B) the institution has, during the preceding
year, committed any act, made any communica-
tion, or engaged in any pattern of conduct de-
scribed in paragraph (1)(B)(ii); or

“(C) the institution has not, in fact, complied
with the requirements of clauses (i) and (iv) of

" paragraph (1)(B).

“(3) APPEAL OF ORDERS.—Any order of the dis-
trict court granting or denying a motion made under
paragraph (1) shall be reviewable.

“(g) ATTORNEYS' FEES.—If an educational institution

23 prevails in an action under this section, the court may award

24 the institution costs and reasonable attorneys’ fees in such

25 action.
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“(h) DEFINITIONS.—For purposes of this section—

“(1) RACIALLY DISCRIMINATORY POLICY.—The

term ‘racially discriminatory policy’ has the meaning

| given to such term by section 44H(c)(4).

“(2) RACIALLY DISCRIMINATORY ACT.—

“(A) IN GENERAL.—An educational institu-
tion commits a racially discriminatory act if such
institution refuses, on the basis of race, to—

‘(i) admit any applicant as a student;

“(ii) admit any student to the rights,
privileges, programs, and activities generafly
made available to students by the educational
institution; or

‘(i) allow any student to participate in
its scholarship, loan, athletic, or other pro-
gams.

“(B) QuoTas, ETC.—The term ‘racially dis-
criminatory act’ shall not include the failure of
such institution to pursue or achieve any racial
quota, proportion, or representation in the student
body. -

“4C) Race.—The term ‘race’ shall include
color or national origin.

“(i)) REPORT.—Within 90 days of the close of each cal-

25 endar year, the Attorney General shall submit a report to the
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Congress concerning the disposition during such calendar
year of—
“(1) any allegations of discrimination received by
the Attorney General, and
‘(2) any actions brought under this section.”. *
(b) CONFORMING AMENDMENTS.—
(1) The table of sections for subchapter A of chap-
ter 76 of such Code (relating to civil actions by the
United States) is amended by striking cut the item re-

lating to section 7408 and inserting in lieu thereof:

“Sec. 7408. Declaratory judgment relating to racially discriminatory
policies of schools.
“Sec. 7409. Cross references.”.

(2) Section 2201 of title 28, United States Code
(relating to creation of declaratory judgment remedy) is
amended by striking out ‘“‘section 7428” and inserting

in lieu thereof “section 7408 or 7428”.
SEC. 5. TAX CREDITS ARE NOT FEDERAL FINANCIAL ASSIST-

ANCE.

Tax credits claimed under section 44H of the Internal

Revenue Code of 1954 shall not constitute Federal financial
assistance to educational institutions or to the recipients of
such credits.
SEC. 6. EFFECTIVE DATE: SPECIAL RULE.

(8) CERTIFICATION REQUIRED.—The amendments

made by this Act shall not take effect until the Attorney
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1 General certifies to the Secretary of the Treasury that, pur-

2 » suant to—

3 (1) an Act of Congress which has been enacted,
4 or

5 (2) a final decision of the United States Supreme
6 Court, the Internal Revenue Code of 1954 prohibits
( the granting of tax exemption under section 501(a) l?y
8 ~ 7 reason of section 501(c)(3) to private educational insti-
9 tutions maintaining a racially discriminatory policy or
10 practice as to students.

11 (b) APPLICATION WHEN CERTIFICATION 18 MADE.—
12 (1) IN GENERAL.—If the certification described in
13 subsection (a) is made to the Secretary of the Treas-
14 ury—

15 (A) except as provided in paragraph (2), the
16 amendments made by section 3 shall apply with
17 respect to expenditures made after the date on
18 which such certification is made to the Secretary
19 of the Treasury in taxable years beginning after
20 ~ December 31, 1982, and ending after such date,
21 and

22 (B) the amendments made by section 4 shall
23 -  take effect on the date on which such certification
24 is made to the Secretary of the Treasury.
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(2) NO APPLICATION BEFORE JULY 31, 1983.—
In no event shall the amendments made by section 3
apply with respect to expenditures made before August
1, 1983.

(c) ESTIMATED INCOME TAX AND WAGE WITHHOLD-

ING.—

(1) ESTIMATED INCOME TAX.—Any credit allow-
able to any taxpayer under section 44H of the Internal
Revenue Code of 1954 shall not be taken into account
under section 6015(d) in determining the estimated tax
of such taxpayer for any taxable year beginning before
January 1, 1984.

(2) WAGE WITHHOLDING.—Any credit allowable
under section 44H of such Code shall not be taken into
account in determining the number of withholding ex-
emptions to which any taxpayer is entitled under sec-
tion 3402 of such Code with respect to remuneration

paid before January 1, 1984.
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The CHAIRMAN. I would include a statement in the record and
just say, in summary:

“Our Nation is at risk. Our once unchallenged preeminence in
commerce, industry, science, and technological innovation is being
overtaken by competitors throughout the world.” These are not my
words, but exerpts from ‘“A Nation at Risk,” a report of the Na-
tional Commission on Excellence in Education, released just this
week at the White House.

The National Commission report is sobering reading. The Com-
mission found that the average achievement of high school stu-
dents on most standardized tests is now lower than it was 26 years
ago when Sputnik was launched. In addition, the Commission
found that over half the population of %ﬂ;ed students failed to
mﬁtcl; their tested ability with comparable achievement in the
schools. -

So I just suggest that perhaps these hearings may be timely for
that reason. I would also say that I have introduced the adminis-
tration’s tax credit bill, for myself and on behalf of Senators Pack-
wood, Moynihan, Roth, and D’Amato.

Tuition tax credit legislation has always been controversial. Both-
proponents and opponents of tuition tax credit legislation have
strongly felt views on all of the critical issues this proposed legisla-
tion raises.

Tuition tax credits are championed, and challenged, on educa-
tional policy grounds. They are championed, and challenged, in
terms of their relationship to the 1st and 14th amendments to the
Constitution. They are ¢ amXioned, and challenged, in terms of
their impact on tax policy. And they are championed, and chal-
lenged, in terms of their overall budgetary impact.

One thing is certain: as the old adage goes, “If you think educa-
tion is expensive, try ignorance.” Or, as the National Commission
put it’,, ‘“Excellence costs—but in the long run mediocrity costs far
more.

We have a number of witnesses today, and I would say to the
witnesses that we have had hearings on this bill as recently as last
July. Many of the same witnesses will be going over the same ma-
terial. It is my hope that you can ver{l quickly summarize your
statements; they will be made a part of the record.

I would hope we are not trying to shut anyone off, and if those
who are not testifying personally would like to submit for the
record statements for or against the legislation, obviously the
record will remain open.

1 supf)ort tuition tax credits in principle, but I would not support
any bill without adequate safeguards insuring that tax credits
would not be allowed for payments to private schools with racially
discriminatory policies or practices.

We did do a careful review last year of the different proposals,
and | believe that the final product of this committee was a set of
antidiscrimination rules that were very strong. The bill before us is
substantially the same as the bill reported last September by the -
Finance Committee, with some minor modifications and technical
~ corrections.

There are budgetary considerations, and certainly that is a
matter that we are looking at not only here but throughout the
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Government. We are told by the administration that when the bill
is fully effective, in fiscal year 1986, it will cost less than $800 mil-
lion each year.

Many supporters of tuition tax credits feel that private school tu-
ition assistance should be available to individuals with no tax lia-
bility, so we will get into the question of whether or not there
should be refundability, and I expect this will be considered by the
committee. There are, of course, differing views. The administra-
tion does not support refundability, and I am not certain what will
be the outcome.

In preparation for today’s Finance Committee hearing on tuition
tax credits for private elementary and secondary schools, I asked
the Congressional Research Service to prepare a revenue estimate
of the amount of Federal tax expenditures subsidizing public school
districts. The CRS estimate which I am releasing today indicates
that $13.7 billion in tax subsidies will be provided to public school
districts in fiscal year 1983, largely through tax deductions permit-
ted for State and local taxes, and through the nontaxability of in-
terest on certain State and local bonds.

The administration’s tuition tax credit bill is estimated by the
staff of the Joint Committee on Taxation to cost less than $800 mil-
lion when fully phased in.

I will make the information, the “Estimate of Federal Tax Ex-
penditures Subject to School Districts,” a part of the record, and
that will be made available to members of the committee.

Senator Moynihan, do you have any opening comments?

Senator MoyNIHAN. I do—very brief.

MraChairman, I have a statement that I would like to put in the
record.

I would like, first, to thank you for holding these hearings. We
have come a very considerable distance in this matter from the
time Senator Packwood and I proposed specific legislation in 1977,
which legislation was reported out of this committee 14-1. It passed
the House and almost passed the Senate.

I have been with this matter for a long time, and I am happy to
think that I may have a 25th anniversary before too long.

In 1961 when President Kennedy proposed the first measure of
Federal aid to education, this was a central issue—whether it
would go to all schools or simply to the schools that are Govern-
ment-supported. And the debate has been going on since.

There has been some progress—not a great deal. The main prog-
ress is, I think it is fair to say, that where 25 years ago no legal
scholars much questioned the series of court cases in this matter
that began in 1948, and only in 1948, today it is generally agreed
that the court cases are a shambles. The Supreme Court is solemn-
ly required to distinguish between the nature of Federal aid to a
freshman in a college as against a senior in a high school, and to
do so in terms of susceptibility to religious indoctrination, which is
not much of a grounds for the courts.

Finally, Mr. Chairman, let me say this: We are never going to
%et through this question if we continue to recognize a wholly arti-

icial distinction between ‘‘public schools” and “private schools.”
The schools that are designed to be aided by your legislation—
which I am happy to cosponsor—are in every respect ‘“‘public” insti-
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tutions. They are as public as the hospitals associated with the
same. The Lutheran and Methodist and Presbyterian and Catholic
and Jewish hospitals are in every sense public hospitals, and are
thought to be such. So are their schools.

Remember, these schools predate ‘“public schools’’—as they are
now called—and to give them different names is to confer a differ-
ent status. I think if we could overcome this misconception, we
would clear up a lot of confusion.

I thank you very much for your careful attention to my remarks.

The CHAIRMAN. Thank you.

Senator Boren, do you have an opening statement?

Senator BoReEN. Yes. Thank you, Mr. Chairman. I appreciate the
opportunity to make an opening statement on this matter.

think it is unfortunate that the administration has decided to
again pursue its tuition tax credit proposal. Frankly, I had hoped
that with the demise of this legislation in the ninety-seventh Con-
gress we had seen the last of it.

At the outset I want to make it clear that I am opposed to tu-
ition tax credits, (rrimarily because of the negative effect which I
believe they would have on our Fublic education system. No one be-
lieves any more strongly than I do that tparenl;s have the right to
send their children to a private school if they so choose. It is one
thing to have that right, however, but quite another to expect the
Federal Government to encourage and support it through the tax
system. I do not believe that the Federal Government has the obli-
gation to provide direct financial assistance for private education.

I want to direct my comments today to the imﬁact which I be-
lieve this proposal would have on the public schools. It is both
ironic and regrettable that, at a time when we should be searching
for ways to revitalize and upgrade the Nation’s public education
system, we are holding these hearings on a proposal which, in my
opinion, only undermines that system. —

The just-released report of the National Commission on Excel-
lence in Education has focused attention on the major challenges
we face in educating the next generation of America’s leaders.

As we all know, the task of achieving excellence in education is
certainly not an easy one. Nothing short of a determined national
effort will succeed in keeping our educational system in step with
the rapid chanées taking place in the world.

I hope, Mr. Chairman, that every Member of Congress has read
the report of the Commission on Excellence in Education, and has
noticed the disastrous decline in the standardized test scores of
American students.

Public education has been a powerful force in our national devel-
opment. America’s preeminence in world affairs has been achieved
largely because of the Nation’s investment in public education. We
have invested not only our financial resources but our national will
in support of free public education for all of our citizens.

Now, at a time when America’s preeminence and leadership is
being challenged, we must rediscover the central importance of the
Nation’s public school system and the role it plays in producing our
scientists, mathematicians, skilled workers, and engineers, to name
just a few. Perhaps more importantly, however, I believe that the
establishment of a tuition tax system for private schools will lead
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to an erosion of something which has made our democracy unique;
I am speaking here of the role public education has played in
bridging gaps and promoting understanding in our society, in build-
ing a sense of community in which people from different back-
grounds, different economic backgrounds, have been able to come
together in a single-classroom experience, in which young people
without regard to their race or economic standing have had an op-
portunity for the best in education in this country, and we have
never regarded public education as a second-class alternative. I
think this proposal would lead us down the road toward that direc-
tion.

In some countries it i3 the privileged few, the wealthy or those
who enjoy majority status, who are permitted an education, or who
are permitted the best education.

In this Nation, however, we have committed ourselves to the
ideal that all citizens are entitled to a free public education with
the highest possible standards.

Many of our greatest leaders, both in private and public sectors,
have come from the humblest of origins. For most of these individ-
uals the public schools have provided the means whereby they
were able to develop their minds and reach their full potential.

How tragic it would be if we ever lose sight of the fact that
public education has contributed so much to our democracy. Out of
the shared common experiences of public schools has emerged our
national identity.

I firmly believe that we should be acting to reaffirm the impor-
tance of public education to our national life by rejecting proposals
such as tuition tax credits, for they can only serve to weaken our
commitment to the public schools of this country.

The CHAIRMAN. Senator Durenberger.

Senator DURENBERGER. Thank you, Mr. Chairman.

I would like to keep my statement brief and introduce a longer
statement in the record, if I may; but I will just read a part of it.

Having heard Senator Moynihan, briefly, and Senator Boren at
greater length, it seems to me we may be doing something this
year we didn’t do last year, and that is raising the issue of tuition
tax credits above the level of a tax credit to the level of education.
We obviously have members of this committee to be grateful to for
that, and the President, and a variety of other people.

Let me commend you, Mr. Chairman, for offering the administra-
tion’s legislation, and in particular let me commend the gentlemen
on my right, Senators Packwood and Moynihan, for their long-term
commitment to improving America’s education system.

I applaud the President for making quality and consumer choice
in education a priority in his administration. Let me say, while I
am saying that, that I don’t necessarily agree with a quotation I
read in yesterday’s Washington Post, allegedly quoting the Presi-
dent to the effect that our agenda is ‘“to restore quality to educa-
tion.” And then he goes on to say, “We’ll continue to work’’—and,
by implication, all of these relate to the quality cf education—*‘for
passage of tuition tax credits, vouchers, educational savings ac-
cE?nts, voluntary school prayer, and abolishing the Department of

ucation.” -




59

I think that objective is the reverse side of a national commit-
ment to the quality of education. Some of the other things obvious-
ly I do agree with. ..

I support tuition tax credits because I believe they help all chil-
dren by fostering diversity, quality, accessibility, and choice in our
educational system.

I would say to my colleague from Oklahoma that, quite to the
contrary, the quality of education in America and our commitment
to public education in the broadest sense will be fostered by the
passage of this legislation. -

We have traditionally recognized, as Senator Moynihan pointed
out, the value of competition in consumer choice in service-delivery
areas as diverse as health care, law, airlines, transportation—you
name it. It is pretty hard to find an area in which we don't find a
value in competition and consumer choice.

Tuition tax credits can be an effective mechanism to strengthen
educational delivery systems both in the Government sector and
the nongoverment sector, by extending the concept of consumer
choice to education at the elementary and secondary level, where
in large part it does not exist today. ,

Giving more families the option of choosing where their children
will seek educational opportunities will put competitive pressure
on all schools, consumer-oriented pressure to improve the quality
of education by improving the quality of choice.

Consumer choice inevitably breeds diversification and innova-
tion. Those who deliver educational services in both the public and
private sector will compete for consumer support by developing cre-
ative, improved services which are price competitive.

A choice in education means that we are going to have to turn
the present system on its head, and recognize that the professionals
in education are the teachers, not the managers—the educational
profession, not educational administration.

It seems to me it’s the only public service area in which the pro-
fessionals never get to hire the administrators or the managers. If
you are a doctor or a lawyer, or some other professional, and you
go out to sell your services to the public, you decide who is going to
manage the system for you, but you decide also what kind of serv-
ice is needed. For some reason or another in elementary and sec-
ondary education in this country in large part that does not exist.

Tuition tax credits provide teachers with an incentive to develop
nontraditional approaches to service delivery along with a clear
btgfnchmark by which they can judge the success or failure of those
efforts.

But if tax credit legislation is to accomplish these goals it cannot

-be restricted to families with children enrolled only in nongovern-
ment educational institutions. The program must be structured as
assistance to children—all children—not just those who patronize
certain classes of institutions.

Last year the Siate of Minnesota received $2,500,142 in tuition
payments from parents with children in the public school system.
And with State and local budgets under considerable strain, the
use of tuition to assure adequate funding for Government-financed
schools is likely to continue.

21-678 O—83—5
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In short, Mr. Chairman, is there any valid reason why this na-
tion’s future system of elementary and secondary education cannot
be built on our experience in the last 35 years with higher educa-
tion in this country?

Tax credits will not be effective in dpromoting consumer choice
unless they apply equally to public an private school tuition. The
choice must rest with the family, and it's my intention to offer an
amendment to this legislation to extend its scope to tuition charged
b both Government and nongoverment schools.

Th((ei balance of that statement I would ask be inserted in the
record.

The CHAIRMAN. Your entire statement will be included in the
record.

Senator Pryor.

Senator PrYor. Thank you, Mr. Chairman.

I have a longer statement for the record, Mr. Chairman. I would
not engage in reading this entire statement, but my concern is also
the concern expressed by the distinguished Senator from Oklaho-
ma, Senator Boren.

And my concern also, Mr. Chairman, not only relates to the con-
stitutional pressures, to the constitutional problems, and to the
impact, and I would say “adverse impact’ ultimately on public edu-
cation, but also upon the revenue loss that we are looking at if we
adopt the administration’s measure.

r. Chairman, the administration, I think, if my figures are cor-
rect, is estimating about a $1.5 billion revenue loss over the next 3
years. I would say that this is a most conservative figure, especially
given the Congress institutions propensity to escalate (Fresent pro-
grams and to enlarge present Frograms, and to give additional ad-
vantages as time goes along. I think if we talk about tuition tax
credits we are only talking about a tip of the iceberg in aid for pri-
vate schools. :

Mr. Chairman, this really concerns me. I might say that I'm very
proud that we are holding this hearing and have this opportunity
this morning to engage in some questions of the witnesses, but I do
want to express at this point my opposition to the administration’s
proposal.

I thank you, Chairman and my colleagues, very much.

The CHAIRMAN. Thank you, Senator Pryor, and your entire state-
ment will be made a part of the record.

Senator Packwood. .

Senator PAckwoop. Thank you, Mr. Chairman.

Senator Moynihan and I have been up and down this trail since
1977 on this issue. I hope that our position has been very clear
from the start that public education in our mind comes first. We
are not talking about cutting any money out of public education;
we do not regard this bill as a threat to public education, and I
think if we did we would not support this bill—if we thought it was
:bis and the end of public education, or not this and public educa-

ion.

There is no empirical or any other evidence that this bill is going
to doom to extinction public education in this country.

I supfort this bill for a variety of reasons, not the least of which
is that I think diversity promotes creativity, and certainly diversity
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protects civil liberties in this country. And I would feel much more
comfortable with another 100,000 private schools, denominational
and nondenominational, sponsored by a thousand different
churches spread all over this country, each jealous and protective
- of their own rights. I would feel more secure about our civil lib-
erties with that system than if we had no private schools existing
in this country.

I fear if private schools do not have some inducement, financial
inducement, they will graduaily—maybe not this year, maybe not
next year, but they will gradually wither and disappear, and Amer-
ica will be the lesser because of it.

Senator Moynihan and I have always realized, now and for the
last 6 years, that this bill is not going to pass unless it has not just
the wholehearted backing of the administration—any administra-
tion—but has the wholehearted 100 percent lobbying effort of that
administration. It will do no good if at each news conference the
President says, ‘“Yes, I support tuition tax credits”; it will do no
good if the President speaks to the Annual Convention of Agudoth
Israel, and the Moral Majority, and the Catholic Education Confer-
ence, and says, ‘‘Yes, I support this.”

This bill is only going to pass—and it's going to have to be
through a filibuster in the Senate—it will only pass if the Presi-
dent will give to it roughly the same degree of lobbying effort that
he gave to his tax bill in 1981, or AWACS, or something of that
magnitude. Without that degree of not just leadership but push,
this bill will not pass in this Congress, and no one should be delud-
ed that anything less than that will cause the bill to pass.

The CHAIRMAN. Thank you very much, Senator Packwood.

I share your thoughts about what is needed for the bill to pass. I
think those who have an interest in its passage are going to have
to work a little harder.

Our first witness this morning—I understand Secretary Bell will
be here momentarily, so we will ask Assistant Secretary for Tax
Policy John Chapoton, Buck Chapoton, who has been before this
committee probably more times than he would like to remember to
be the first witness.

Again, 1 would indicate to the witnesses—we just completed
action on this bill last September, and it’s fairly fresh in our
minds. Unless there has been some substantial change in the posi-
tions of the witnesses, including the Government witness, we would
hope you might quickly summarize your statements so that we
might move on to the next witness.

STATEMENT OF HON. JOHN E. CHAPOTON, ASSISTANT SECRE-
TARY FOR TAX POLICY, DEPARTMENT OF THE TREASURY,
WASHINGTON, D.C. -

Mr. CHAPOTON. Thank you, Mr. Chairman; I will be very brief.
We are happy to have the opportunity to appear before the com-
mittee this morning in support of S. 528. I would just emphasize a
couple of the basic pur .
e basic purpose of this bill and of the tax credit is to enhance
equality and diversity of educational opportunity for all Americans
at the secondary and elementary schools of their choice.
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As you know, Mr. Chairman, the President is personally commit-
ted to this legislation and to improving the quality of education
and promoting parental participation and control in the education
process.

Secretary Regan testified on this matter last year, and as he
then stated, “We believe that parents have a fundamental right
and responsibility to direct the education of their children in a way
which best serves their individual needs and aspirations.” The en-
actment of the tuition tax credit system provided for in this bill
will make freedom of choice a reality for many parents, where it is
not a reality now, and will let us contribute substantially toward
achieving this administration’s goal of maintaining the excellence
of the American educational system and protecting the rights of
American parents to determine how and where their children will
be educated.

We appreciate the action of this committee last year in reporting
out similar legislation, and we urge you to act favorably on S. 528.

As you know, the bill addresses the double burden placed on par-
ents who pay taxes to support the children of others in the public
schools but also pay full tuition for their own children in private
schools. Basically, the bill would allow individual taxpayers to take
a crédit against income tax in an amount equal to 50 percent of the
qualifying tuition expenses paid by the taxpayer in the taxable
year.

Generally, the credit is allowed only for expenses paid with re-
spect to dependents—children, grandchildren, siblings, nieces, and
?epggws of the taxpayer—for which a dependency deduction is al-
owed.

It's a 50-percent credit. The credit is subject to two limits: First,
a dollar limit of $300. The 50-percent credit, 50 percent of the tu-
ition expenses, cannot exceed $300. But there is a phase-in; that
full $300 is allowed in 1985. The bill would be effective July 31,
1983. For this'year the credit would be limited to $100; in 1984 the
credit would be limited to $200, and then subject to the full $300 in
1985 and thereafter.

The second limitation is to direct the benefit to less wealthy fam-
ilies by a phase-out of the credit for higher income families. The
phase-out begins at an adjusted gross income of $40,000, and is
phased out entirely so that no credit would be allowed for taxpay-
ers whose adjusted gross income exceeds $60,000 or more.

Finally, Mr. Chairman, I won’t go into all of the details, but
there are three separate provisions to insure that no credits will be
permitted for amounts paid to schools that follow a racially dis-
criminatory policy. Credit would be denied if the school does not

ualify for tax exemption under section 501(cX3) of the Code, and
the effective date is delayed until the Supreme Court acts to make
clear that that is the law (that is, that a racially discriminatory
policy will prevent a school from qualifying for tax exemption
under 501(cX3)) or legislation is enacted to 1nsure that result.

Second, the school must file an annual statement, under penal-
ties of perjury, with the Treasury that it does not discriminate.

And, third, there is a procedure established in this bill that, upon
receipt from any person of an allegation of discrimination bi a
school, the Attorney General is authorized and directed to seek a
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declaratory judgmert in the U.S. district court for the district in
which the school is located, that the school follows a racially dis-
criminatory policy, in which event the credits would be denied for
the year that determination is made by the local district court and
for all subsequent years until that discriminatory policy is modi-
fied.

As I think the points have been made earlier, the revenue
impact of the bill is less than $800 million, even when fully effec-
tive in 1985. It starts out at $245 million in fiscal year 1984 and
goes up to $779 million in fiscal year 1987.

Mr. Chairman, that is a very brief summary of the bill. I see Sec-
retary Bell is here. I would be happy to answer questions.

[The prepared statement of Mr. Chapoton follows:]
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Mr. Chairman and Members of the Committee: - -

I am pleased to appear before you this morning in
support of §. 528, which would provide an income tax credit
for 50 percent of certain elementary and secondary school
tuition expenses. The tax credit is intended to enhance
eguality and diversity of educational opportunity for all
Ageiicans at the elementary and secondary schools of their
choice.

S. 528 addresses an extremely important area of public
policy. As you know, the President has taken considerable
personal interest in its development. The Administration
believes that enactment of tuition tax credit legislation is.
essential to maintain the excellence of the American
educational system and to protect the right of American
parents to determine how and where their children will be
eduvcated. We appreciate the action of this Committee last
year in reporting out a similar bill (B.R. 1635) and we urge
you to act favorably on S. S528.

This bill would establish a tuition tax credit system
that will fulfill this Administration's commitment to
parental responsibility, educational excellence, and fiscal
and administrative restraint. The bill will further the
educational diversity that is the hallmark of our educational
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system., It will make educational freedom of choice a. reality
to more American families., It will target relief to those
families that need it most. Pinally, it will neither
intecfere with the operation of private schools nor impose
costly administrative and regulatory burdens on thea.

Equality of educational opportunity clearly requires
that a diverse range of schools -- public and private -- be
avajilable to all American families, and that all American
families have the financial ability to permit meaningful
freedor of choice among schools. As Secretary Regan
testified last year, we believe that parents have a
fundamental right, and responsibility, to dicect the
education of their children in a way which best serves their
individual needs and aspirations. Moreover, we believe that
parental involvewent in the decision-making process enhances
the quality of education provided.

Private schools are essential to fulfilling our national
educational needs. They provide a healthy diversity of
approach, and are often a signifi¢ant source of innovation
and experimentation. But tuition at a private school is an
additional expense for parents, and inflation has increased
this burden. At the same time, higher taxes caused by
bracket creep have made it more difficult for families to
afford private education. Tuition tax credits offer a simple
means to expand the opportunities of private school students
by permitting families to spend the money that they have
earned for the education they themselves select. It also
quarantees the continued independence of private schools,
since no Federal agency will be involved in & funding

capacity.

This proposal addresses the double burden placed upon
parents who pay taxes to support the children of others in
public schools but who also pay full tuition for their own
children in private schools. Sending their children to the
public schools instead wculd increase the burden on the
public schools and further strain scarce financial resources
for public education. It is only fair that the burden on
parents now suffering this double expense be relieved. . This
will also avert the possibility that they might be forced
through economic circumstance to return their children to the
public schools, which would have trouble accommodating them.

Tax credits for tuition expenses have the advantage of
providing the same dollar benefit to all taxpayers. In
contrast, a deduction would provide a greater benefit for
individuals in higher tax brackets.

S. 528 would allow an individual taxpayer to take a
credit against income tax in an amount up to 50 percent of
the aqualifying tuition expenses paid by the taxpayer in a
taxable year. Qualifying tuition expenses are expenses paid
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for tuition and fees to send certain dependents under the age
of 20 to private elementary or secondary schools on a
full-time basis. Qualifying tuition expenses do not include
amounts paid for books, supplies, egquipment, meals, lodging,
transportation, or personal expenses, or for education below
the first-grade level or above the twelfth-grade level.

The credit is allowed only for expenses paid with
respect to students for whom the taxpayer is allowed a
dependency exemption and who bear any of the following
relationships to the taxpayer: children (including adopted
children) and descendants; stepchildren; siblings,
stepbrothers and stepsisters; nieces and nephews; and members
of the taxpayer's household, other than the taxpayer's
spouse, whose principal place of abode is the taxpayer's
home. To be allowed a dependency exemption, the taxpayer
must provide more than half of the student's support for the
calendar year in which the taxpayer's taxable year begins
and, except for the taxpayer's children and stepchildren, the
student must have less gross income than the amount of the
exemption. .

The amount of the credit that is allowable for the
taxable year with respect to a student is subject to two
limits, Pirst, the maximum amount of credit that may be
claimed by the taxpayer for each student in any taxable year
is $100 for expenditures made after July 31, 1983 in taxable
years beginning in 1983, $200 for expenditures made in
taxable years beginning in 1984, and $300 for expenditures
made in taxable .years beginning in 1985 and thereafter.
These ceiling amounts limit the relative benefit that the
credit will provide to parents whose children attend more
expensive private schools. Beginning in 1985, parents who
send their children to private schools with tuition of $600
or less per year will receive a credit for a full 50 percent
of tuition expenses. Parents who send their children to more
expensive schools will not be able to claim a credit for

additional tuition expenses.

The second limit contained in S. 528 directs the benefit
of tuition tax credits to less wealthy families by a
phase-out of the credit for higher-income families, The
maximum amount of credit per student is reduced as the
taxpayer's adjusted gross income increases over $40,000 and
is phased out entirely for taxpayers with adjusted gross
incormes of $60,000 or over. For taxable years beginning in
1983, the $100 per student maximum credit is reduced by 0.5
percent of the taxpayer's adjusted gross income over $40,000;
for taxable years beginning in 1984, the $200 per student
maximum credit is reduced by 1 percent of the taxpayer's
adjusted gross income over $40,000; and for taxable years
beginning in 1985 and thereafter, the $300 per student
maximum credit is reduced by 1.5 percent of the taxpayer<s -
adjusted gross income over $40,000.
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The amount of tuition expense for which a taxpayer is
allowed a credit does not include expenses that are paid by
scholarships and other educational aid which are not
includible in the taxpayer's or the student's income. If the
scholarship ie provided directly by or to the school and the
school sends a tuition bill to the taxpayer that is net of
the amount of the scholarghip, the taxpayer is not deemed to
have been paid the scholarship; the scholarship is excluded
from the computation of tuition expense altogether.

A school with respect to which credits are allowable
must provide a full-time elementary or secondary school
program and must be a private, not~for-profit, day or
residential school. 1In addition, the school must be exempt
from taxation under section 501(a) of the Internal Revenue
Code as an organization described in section 501(c)(3) of the
‘Code, and must include in any published materials a statement
that it does not discriminate against student applicants or
students on the basis of race. Church-operated schools will
continue to be exempt, pursuant to section 508(c), from the
provisions of section 508(a) and (b), that generally require
an organization to spply to the Secretary of the Treasury to
be recognized as a section 501(c)(3) organization that is not
a3 private foundation. The fact that credits are claimed for
payments to a church-operated school shall not serve as a
basisdfor imposing any new requirements on the school in this
regard.

€. 528 contains strong provisions to ensure that no
credits will be permitted for amounts paid to schools that
follow racially discriminatory policies. A racially
discriminatory policy is a policy under which a school
refuses, on account of race, to admit applicants as students;
to admit students to the rights, privileges, programs and
activities generally made available to students by the
school; or to allow students to participate in its
scholarship, 1voan, athletic or other programs. A racially
discriminatory policy does not include the failure by a
school to pursue or achieve any racial guota, proportion, or
representation among its students.

Three anti-discrimination enforcement mechanisms have
been written into the bill.

Pirst, » tax credit cannot be claimed unless the school
is a tax-exempt organization described in section 501(c)(3).
A8 you are aware, litigation now before the Supreme Court
will determine whether the Internal” Revenue Service has
suthority to deny tax-exempt status to schools that
discriminate on the basis of race. The provisions of S§. 528
~will-not become effective until either a final decision of
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the Supreme Court or explicit legislation prohibits the
granting of tax exemption on the basis of section 501(c)(3)
to a school that maintains a racially discriminatory policy
or practice as to students.

Second, in order for tuition-expenses to be eligible for
the credit, the school must fileannually with the Treasury a
statement under the penalties of perjury that it has not
followed a racially discriminatory policy during that
calendar year. The school also must include a statement of
nondiscrimination in all materials it publishes:™

Third, the Attorney Ceneral of the United States, upon
receipt from any person of an allegation of discrimination by
3 school, is authorized and directed to seek a declaratory
judgment, in the United States district court for the
district in which the school is located, that the school
follows a racially discriminatory policy. An allegation of
discrimination must allege with specificity that, within one
year preceding the date on which the allegation is made, a
nared school has committed a racidlly discriminatory act
against 2 named student applicant or student or the named
school has made a communication expressing that the school
follows & racially discriminatory policy. 1If the Attorney
General decides not to bring an action for declaratory
judgment or to enter into a settlement agreement before such
action is brought, the Attorney General must make the
information on which such decision is based available to the
person who filed the allegation of discrimination. A
settlement agreement may be entered into prior to filing a
declaratory judgment action if the Attorney General finds
that the school has been acting in good faith and has
abandoned its racially discriminatory policy.

A court may declare that a school follows a racially
discriminatory policy only if the Attorney General
establishes that within 2 years preceding the declaratory
judgment action the school, pursuant to a taciall¥
discriminatory policy, committed a racially discriminatory
act against a student applicant or student, made a
cormunication expressing that it follows a racially
discriminatory policy against student applicants or students, —
or engaged in a pattern of conduct intended to implement a
racially discriminatory policy and committed some act in
furtherance of this pattern of conduct. If a diastrict court
judgment is entered that the school follows a racially
discriminatory policy, tuition tax credits are disallowed
beginning in the year in which the judgmént is entered. 1If
the district court judgment is reversed after all appeals
procedures are completed, tuition tax credits are.allowed
retroactively. If the district court judgment is not —_
appealed or is upheld on appeal, no tuition tax credits are
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allowed until the year in which the judgment is modified to
state that the school no longer follows a racially
discriminatory policy. A motion for such modification of the
judgment may be filed with the district court at any time
that is more than one year after the date on which the
?ment was entered. Any such motion must contain
aff davits describing the ways in which the school has
abandoned its previous raciaslly discriminatory policy,
describing the ways in which the school has taken reasonable
steps to communicate its policy of nondiscrimination to
students, faculty, administrators, and the public in the area
it serves, stating that the school has not, during the
preceding year, cormitted an act, made a communication, or
engaged in a pattern of conduct that would be the basis for a
declaration that the school follows a racially disc:iminatozg
policy, and stating that the school has included the require
statement of nondiscrimination in all of {ts published
materials.

This triple enforcement mechanism, which reflects the
enforcement mechanism in H.R. 1635 as reported out by this
Committee last year, will prevent use of tuition tax credits
to pay expenses at racially discriminatory schools without
interfering in the operation of private schools and without
subjecting private schools to costly administrative burdens.

Finally, §. 528 will assist American families to educate
their children at the schools of their choice without
significant fiscal impact. Our revenue estimates indicate
that the cost of this tuition tax credit program will be $245
million in fiscal year in 1984; $526 willion in fiscal year
1985; $753 million in fiscal year 1986; and $779 million in
fiscal year 1987,

€. 528 is a bill that provides substantive tax relief to
the families of nonpublic school students, thereby broadening
and enriching educational opportunities and promoting
excellence in our schools. The bill recognizes the value of
our private schools and will strengthen the right of parents
to decide how and where to educate their children. The
Administration strongly supports S. 528,

This concludes my prepared testimony. I would be happy
to answer any questions you may have at this time.
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T;‘l?s ?CHAIRMAN. Are there any questions before the Secretary
speaks?

- Senator CHAFEE. Yes. I have a couple of questions, Mr. Chair-
man. -

Mr. Chairman, I apologize for being late—I was testifying over in
the House—but I have a statement I would like for the record.

Mr. Chapoton, is there a surgLus forecast for the Nation for 1984?

Mr. CaaproToN. No, Senator Chafee, there is a deficit forecast.

Senator CHAFEE. Could you give us those figures, rou%hly‘?

Mr. CHarotON. The . deficit under the President’s budget is—I
don’t have the exact figures—about $190 billion.

Senator CHAFEE. $190 billion?

Mr. CHAPOTON. Yes, sir. i

Se‘x;ator CHAFEE. And is the debt ceiling going to be increased
soon?

Mr. CHAPOTON. There will need to be a request for an increase in
the debt ceiling soon, yes, sir.

Senator CHAFEE. But the budget will be balanced in 1984, will it?

Mr. CHaroroN. No, sir. Under our projections it would not be
balanced. It would be a declining deficit through 1988, but it would
not be balanced through the projéction period through 1988.

Senator CHAFEE. Well, this is a spending program? How much?
Could you just repeat?

Mr. CuaroroN. This is a tax relief program, Senator Chafee, as
my statement points out, and it has a revenue impact going up to
somewhat under $800 million a year.

Senator CHAFEE. $800 million. I see. These are what we call tax
expenditures? ‘

r. tCHAPOTON. It will show up on the tax expenditure list; that's
correct.

Senator CHAFEE. And your position has been pretty consistently
in favor of tax expenditures? .

Mr. CHAPOTON. Senator Chafee, no. Our position has been oppos-
ing most tax expenditures, most items that come up—new legisla-
tion that would involve tax expenditures. I think it's dangerous, as
I've said many times before this committee, to have a reaction that
everything that appears on the tax expenditure list is bad, or
indeed that you should op everything that appears on the tax
expenditure list, and we have not done that. We have expressed
concern about some of them and have supported others.

Senator CBAFEE. Thank you.

Thank you, Mr. Chairman.
ed’I,‘,he' CHAIRMAN. I think I'll put Senator Chafee down as ‘“undecid-

[rl.}.;au%hter.]
e CHAIRMAN. Senator Moynihan.

Senator MoYNIHAN. No questions, Mr. Chairman.

The CHAIRMAN. Senator Boren?

Senator BorgN. I have just thought on what Senator Chafee said,
and I gather we are paying for it out of the deficit; is that the long
and short of it? B

Mr. CHAPOTON. Well, if you give tax relief, Senator Boren, it does
reduce tax receipts; there is no getting around that fact. The bill
has been carefully crafted to try to give the tax relief where it is
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{)riost needed and to keep the revenue impact of it as low as possi-
e.

Senator BOREN. So you are not proposing cutting some expendi-
ture in some other area? _

Mr. CaarotoN. No.

Senator BoREN. _So it will just have to be added to the deficit,
then, as the net effect.

Mr. CHarotoN. The impact will be felt in the deficit, no doubt
about it.

The CHAIRMAN. Senator Pryor.

Senator PRYoOR. Have we ever had any form of tuition tax credits
in this country for private educational institutions? -

Mr. CuaroToN. Not at the Federal level; no, sir.

Senator PrYor. Could you give us a reason why this country has
not engaged in that practice in the past?

Mr. CHarotoN. Well, I think the reason would depend on your
analysis of the history of this Nation. The question of tuition tax
credits has been discussed over the years, as you know, Senator.
The argument is made—I think the argument that we have al-
ready seen here this morning really set forth the issue—of whether
or not it strengthens or hurts the public education system.  _

Our position, our belief, is that it will strengthen the public edu-
cation system. The diversity of choice will have that impact. And I
think that is the concern. It is a legitimate concern, but one must
deal with that question. We think it will strengthen not weaken
the public education system.

Senator PRYOR. That’s all I have.

Selalnator CHAFEE. Mr. Chairman, I had one other question, if I
might.

Mr. Chapoton, you said that you are proposing certain restraints
on the school which will receive this, or that the parents send their
children to. In other words, the schools must do what? Must indi-
cate that they are nondiscriminatory?

Mr. CaaroroN. That is correct. The bill is designed to make it
clear that the credits will not be available for tuition paid to a
school which follows a racially discriminatory pohc‘;;

Senator CHAFEE. So, therefore, you are levying that requirement
upon the schools?

Mr. CHaroTON. That is correct.

Senator CHAFEE. Now, do you have a requirement that the
schools must educate all the handicapped?

Mr. CHarotON. There is nothing in the bill dealing with the
handicapped.

Senator CHAFEE. Why?

Mr. CuaproToN. Well, this was discussed before this Committee
last year, Senator Chafee. It was difficult then to determine how
one would articulate that in legislation such as this.

Senator CHAFEE. But we articulate it for the public schools. We
have managed to do that.

Mr. CuaporoN. There is a law now requiring education to be of-
fered without discrimination by reason of handicap in the public
schools. There are expenses, of course, in meeting those require-
ments." In preparing this legislation we reviewed that situation
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again, and we thought that the tuition tax credit mechanism was
not an appropriate place to enforce those rules.

Senator CHAFEE. But you have seen fit to make the requirement
that they nondiscriminate.

Mr. CuarotoN. That's correct. But that is the law now. That

question received a lot of attention, as you well know, last year. We:

were trying to make it clear that there would not be a benefit to a
school that followed a racially discriminatory policy, and so we put
it in several ways in this bill to make that clear. That was a point
of controversy last year, of course, and we want to remove that
point of controversy from this legislation.

Senator CHAFEE. But you don’t want to remove the point of con-
troversy as far as the handicapped?

Mr. CuaroroN. I think, honestly, Senator Chafee, that point of
controversy hasn’t arisen. There has not been the charge that
these credits would be used to avoid the law that now prohibits dis-
crimination against the handicapped.

Senator CHAFEE. Well, there’s no harm putting it in, then.

The CHAIRMAN. Well, let me say that it may be put in. It was in
the bill that I introduced last year, that you could not discriminate
in an admission policy, but neither would you require schools to
valideed all of the extra facilities if there were extraordinary costs
involved.

Mr. CaarotoN. I think that's right. I think we would have no
problem with that, Mr. Chairman. There is the problem, when you
state that policy, of how {ou implement that policy.

Senator CHAFEE. Thank you, Mr. Chairman.

Senator BoreN. Mr. Chairman, could I just ask one technical
follow-up question?

I understand the administration estimates the proposed tuition
tax credits would.cost $1.5 billion over the three years; I think you
said $800 million when fully implemented in the third year.

Mr. CaaroroN. That’s $779 million when fully implemented.

Senator BorgN. All right.

These estimates appear somewhat low to me. I wonder, how did
you arrive at that mathematical computation? What assumptions
did you reach? What mathematical procedure did you go through
to reach those estimates?

Mr. CHAPOTON. You estimate the number of students now in pri-
vate schools, and the eligible enrollment in private schools in the
future years. I don’t have the enrollment figures with me—Secre-
ta.a Bell might. But we can provide those, certainly.

nator BOREN. You estimated that the parent of every student
now in a private school would-take advantage of the credit?

Mr. CHAPOTON. Every student whose parents’ income is within
the eligible limits; yes, sir.

Senator BoreN. Yes. And then I suppose you would make some
assumption that, with this being provided, there would be a growth
of members going into private education in the future?

Mr. CHAPOTON. There would be some growth; yes, sir. I don’t
have those figures with me.

Senator BOREN. But you are not sure what projection of the
growth?
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l\;llr. CHAPOTON. No, but we have that available. I don’t have it
with me.
The CHAIRMAN. You might submit that for the record, then.
Mr. CHAPOTON. All right. We will submit that for the record.
[The information requested by Senator Boren follows:] :

ENROLLMENT IN PRIVATE SCHOOLS, GRADES 1-12
n thovsands)

Ry 1 e s 19 1 18

Current law 4,155 4,155 4,155 4,155 4,155 4,155 4,155
Induced enroliment 115 345 460 460 460

Total enroliment under proposal........ 4155 4155 4210 4,500 4615 4,615 4,615
1 As reported in the Current Popuiation Survey.

The CHAIRMAN. Senator Durenberger?

Senator DURENBERGER. I have a technical question relating to
Senator Chafee’s concern about the deficit and his desire to raise
taxes.

Is there any current administration——

Senator CHAFEE. Wait a minute. Let’s get this straight. “Desire
to raise taxes”’—that didn’t come up in this conversation. -

Senator DURENBERGER. All right. We will forgo the latter part.

Senator CHAFEE. Yes, I think that would be helpful.

Senator DURENBERGER. Is there any administration proposal to
elir‘r?linate the tax deduction for real estate taxes paid in this coun-
try?

Mr. CxaroToON. No, sir.

Senator DURENBERGER. Is there any administration proposal to
eliminate the deduction for income and sales taxes in this country?

Mr. CuaproToN. No, sir.

Senator DURENBERGER. Is there any administration proposal to
eliminate the interest deduction for interest paid on State and local
general-obligation bond financing?

Mr. CHAPOTON. The interest exclusion? No, sir. We have made no
such proposal. We did have a proposal last year, as you know, deal-
ing with private-purpose tax-exempt bonds. That was acted on by
this committee. We have not made any further proposals.

Senator DURENBERGER. We have a report from CRS that indi-
cates that the total revenue forgone by the Federal Government in
that proportion of real estate taxes and the other taxes and inter-
est that I mentioned that goes into public education in this country
is $13.7 billion. Would you a.rfue with that figure?

Mr. CHAPOTON. No, I wouldn’t ariue with that figure. I would
think it would be at least that high, Senator Durenberger. And
when you translate that in the public school system on a per-stu-
dent basis, the estimate is that the Federal tax benefit through the
deduction is over $300—slightly over, about $310—per student.

Senator DURENBERGER. Thank you.

The CHAIRMAN. Senator Packwood. _

Senator PaAckwoobp. No further questions.

The CHAIRMAN. Senator Grassley.
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Senator GrassLEY. I didn’t hear your testimony, but I think the
questions that I wanted to ask, even if you addressed them, I could
still raise the questions.

Number one, is the $300 cap considered by the administration
the ultimate that they are going to? Because originally legislation
started out with $500, a year or so ago. So my question is: Is the
administration then committed to standing with the $300 and not

oing above that? My position would be that we should stay at the
gﬁog_,a,nd not somewhere along the legislative process compromise
that up. \

Mr. CHaporoN. I think we would have no thought of compromis-
ing it up in this legislative process. You are perfectly correct that
we did pro $500 at first. The revenue impact was a considera-
tion. We think the principle is important, and the revenue con-
straint was one that we had to deal with.

Senator GRASSLEY. The other point that I dwelled on a year ago
when the legislation was up dealt with the cap on the complete
phaseout of the use of the credit by income groups. And I think the
administration’s original position a year or so ago was $75,000.
That was amended down in committee on an amendment that I got
adopted to phase out completely by a $50,000.income, and then the
administration bill now is at $60,000.

Mr. CHAPOTON. You are correct. The bill reported last year start-
ed the phaseout at $40,000, was completely phased out at $50,000.
But the bill before you now starts the phaseout at $40,000, as your
amendment did last year, but it has a slower phaseout and phases
out completely at $60,000.

Our thought there, Senator Grassley, was, you are tg'ing to pick
a number above which the tax relief is no longer needed.

When you are talking about two-earner families, and a lot of the
families we are talking about will fall in that category, $60,000—if

ou are talking about each parent making $25,000, you are at the
50,000 already—we did not think that was an income level above
which this would not be a strain on such parents.

Senator GrassLEY. OK. Well, I feel as strongly about that as I did
a year ago, and I would proceed in the markup with an amend-
ment similar to that.

But let me repeat for you from a year ago my rationale for it,
because I suppose that $50,000 is as arbritrary as $60,000; but it
was a follow-on of a debate that we used during the 1981 tax bill,
and then we even used it during the debate of the 1982 tax discus-
sions. And I assume, from what I read, it is still being used. And
that is basically what we have in this committee and in the rhet-
oric of politicians in Washington generally, speaking of $20-$50,000
income class people as being middle-income e.

I guess I have a personal feeling that this ought to be for low-
and middle-income people to make use of. And since we have estab-
lished that in our rhetoric at $50,000, I think we ought to have that
as the cutoff so that we can follow the same rules of debate on leg-
islation, that that's what we are trying to affect. And my amend-
ment would do that. It would cut it out at $50,000, and I intend to
proceed with that amendment.

Mr. CHAPOTON. It is a judgment decision, as you point out.

Senator GrRAssLEY. Mr. Chairman, I am done.
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The CHAIRMAN. Senator Long.

Senator LoNG. No questions, thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Mr. Secretary. We are
pleased to have you, and we will be calling you again when we get
into some of the nitty-gritty issues.

Mr. CuaproroN. Thank you, Mr. Chairman.

The CHAIRMAN. I would now like to ask the Secretary of Educa-
tion, the Honorable Terrel Bell, to come forward, and Dr. Jones
and others who may be with the Secretary

We are pleased to have you before the committee again. You
may proceed in any way you wish, Dr. Bell. Your statement will be
made a part of the record. We hope you might be able t6 summa-
rize and give us any insights that may not be in the statement.

Secretary BELL. Yes.

STATEMENT OF HON. TERREL H. BELL, SECRETARY OF
EDUCATION, DEPARTMENT OF EDUCATION, WASHINGTON, D.C.

Secretary BeLL. Out of respect for the time of this very busy com-
mittee I would like to submit my full statement for the record and
just give you a few highlights and then be ready for questions, Mr.
Chairman.

I am pleased to have with me the Undersecretary, Dr. Gary
Jones, and the Deputy Undersecretary for Planning and Budget,
Gary Bauer.

I would like to present to you, and would hope that it could be
part of the record, a letter from President Reagan expressing his
very strong support for this legislation, outlmmg the reasons for it.
Knowing how pressed you are for time, I'll not take time to read
the President’s letter, but we would like to transmit it to you, Mr.
Chairman, and submit it for the record.

The CHAIRMAN. Right. I think it might be helpful, and we have
that much time, I thmk, if you would read it. I wasn’t aware that
the letter was coming.

Secretary BELL. It is not very long, Mr. Chairman.

The CHAIRMAN. In my view, it answers a question raised by Sen-
ator Packwood, and that’s the commitment of the administration. I
think this would indicate what the commitment is.

Secretary BeLL. Right. Yes, sir. I didn’t know how many wit-
geesses you have coming up and how abbreviated you wanted us to

Thxs letter is dated April 28:

“DeAR Bos: I want to thank you and the members of your com- -

mittee for moving expeditiously on my proposal to enact tuition tax
credits. As you know, I am deeply committed to this measure to
strengthen parental control over education and to extend choice to
those who would otherwise bear a heavy burden of dual payments
for education.

“l am encouraged that your committee is giving this legislation
the full attention it merits.

“Recently I received the report of the National Commission on
Excellence in Education from Secretary Bell. This report outlines
steps which must be taken to restore quality throughout our educa-

21-5718 0—83—¢6
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tion system and places a heavy emphasis upon the role that par-
ents must play in renewing our country’s educational standards.

“After reviewing the findings of the Commission with great in-
terest, I am more convinced than ever that passage of tuition tax
credit legislation is needed now. It will enhance the measures the
Commission recommends for excellence in both our public and pri-
vate schools.

“T have remarked elsewhere that without a race there can be no
champion. Without competition to excel in our educational system,
we will not have excellence. Making alternatives affordable to
those parents who want them by allowing tnem to keep some of
what they now earn to spend on their children’s education will pro-
vide competition as public and private schools seek to improve the
quality of education they offer to attract and retain students.

“We will not provide tuition tax credits at the expense of public
education. The reduction in revenues to the Treasury will not be
offset by reducing Federal support for other educational programs
of benefit to public and private school children.

- . “Our Constitution recognizes the parental right to choose be-
tween public and private education.

“Your consideration of this legislation and its passage by your
colleagues on the floor of the Senate will help make this right a
reality for more American families.

“We must improve the quality of education in both our public
and private schools, and the Commission’s report suggests that
much of the reform must come from State Governors, legislators,
school boards, principals, superintendents, educators,-and parents.

‘“Parental involvement in a child’s education is best assured
when families choose the schools they wish their children to
attend. This measure can be especially beneficial to minority stu-
dents and those from low-income families.

“My administration was pleased to work with the Senate Fi-
nance Committee last year to insure that parents who send their
children to schools which practice discrimination will not benefit
from tuition tax credits. The language of the legislation which I
sent to the Congress this year and which you are considering today
is identical to that approved by your committee in the last session
of the Congress.

“I do not want to repeat the persuasive arguments in support of
tuition tax credits which will be presented by Secretary Bell and
other members of the administration before the committee today,
but let me assure you I have the strongest personal interest in this-
legislation and support your efforts to secure its passage.

“I look forward to working with your committee for its enact-
ment.

“Sincerely,

RoNALD REAGAN.”

Thank you for the pr1v11ege of reading that, Mr. Chairman. I
deeply wanted to read it. I sensed a sense of haste here.

[The letter for the record follows:]
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Tae Warre Housk,
Washington, D.C., April 28, 1988.

Hon. RoperT DoLz,
U.S. Senate,
Washington, D.C.

DeAr Bos: I want to thank you and the members of your Committee for moving
expeditiously on my proposal to enact tuition tax credits. As you know, I am deeply
committed to this measure to strengthen parental control over education and
extend choice to those who would otherwise bear a heavy burden of dual payments
for education. I am encouraged that your Committee is giving this legislation the
full attention it merits.

Recently I received the report of the National Commission on Excellence in Edu-
cation from Secretary Bell. This report outlines steps which must be taken to re-
store ciuality throughout our educational system, and places a heavy emphasis on
the role that parents must play in renewing our country’s educational standards.

After reviewing the findings of the Commission with great interest, I am more
convinced than ever that passage of tuition tax credit legislation is needed now. It
will enhance the measures the Commission recommends for excellence in both our
public and private schools.

I have remarked elsewhere that without a race there can be no champion; with-
out competition to excel in our educational system we will not have excellence.
Making alternatives affordable to those parents who want them, by allowing them
to keep some of what they now earn to spend on their children’s education, will pro-
vide competition as public and private schools seek to improve the quality of educa-
tion they offer to attract and retain students.

We will not provide tuition tax credits at the expense of public education. The
raduction in revenues to the Treasury will not be offset by reducing Federal support
for nther educational programs of benefit to public and private school children.

Our Constitution recognizes the parental right to choose between public and pri-
vate education. Your consideration of this legislation, and its passage by your col-
leagues on the floor of the Senate, will help make this right a reality for more
American families.

We must improve the quality of education in both our public and private schools,

-and the Commission’s report su§gests that much of the reform must come from
state governors, legislators, school board members, principals, superintendents, edu-
cators—and parents. Parental involvement in a child’s education is best assured
when families choose the schools they wish their children to attend.

This measue can be especially beneficial to minority students and those from low-
income families. My Administration was pleased to work with the Senate Finance
Committee last year to ensure that nts who send their children to schools
which practice discrimination will not benefit from tuition tax credits. The language
of the legislation which I sent to the Congress this year, and which you are consider-
ing today, is identical to that approved by your Committee in the last session of the

I do not want to repeat the persuasive arguments in support of tuition tax credits

which will be presented by Secretary Bell and other memgers of the Administration

before the Committee y. But let me assure you, I have the strongest personal

interest in this legislation and support your efforts to secure its passage. I look for-

ward to working with your Committee for its early enactment.
Sincerely, -

RONALD REAGAN.

The CHAIRMAN. We are not in that big a hurry. I think there
should be a clear indication that the President strongly supports
this legislation, that it is, frankly, a promise that he made in the
last campaign that he hasn’t given up on.

I can recall promises that former President Carter made about
the creation of the Department of Education. He didn’t give up on
those, and I know that the President is sincere in what he hopes to
do. It is a very controversial issue, but we are going to try to ac-

~commodate the President’s concerns.

Secretary BELL. Now, if I may, just a few comments, and I will
try to be brief. -
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I give these views to you, Mr. Chairman and committee mem-
bers, drawn upon over, considerably over, 30 years of experience
that I have had working in education and working most of that
time in the public schools of this country.

I would emphasize to you that the strength of American educa-
tion, in my opinion, is found in its diversity. It is found in the
grassroots arrangements that we have for education, our emphasis
on both public and private schools and colleges and universities.

I would emphasize that the private schools do an enormous
amount of public good in this country.

Another point I would like to make is that most other Western
countries offer some kind of encouragement or incentive or help to
assure that their private schools are strong and that they are
healthy, and this measure, as has already been indicated, will offer
the kind of tax relief that will make it possible for parents to con-
tinue to support private schools, those who choose and prefer to
send their children to private schools.

So I just stress that we need the strength and the diversity and
the opportunity for learning in this country. The Commission on
Excellence Report that was released this week and the reference
made to it by the President emphasizes that.

I would like to move from that to a quick comparison, if I may,
of the choice and the diversity that we have in higher education
and the help that we give parents there in this country, and con-
trast it with what we do in elementary and secondary schools.

We do help, as the members of this committee well know, par-
ents who want to send their children to, and students who elect to
attend, private as well as public colleges and universities. And
about 25 percent of our enrollment on the higher education level is
private, and 75 percent is public.

We don’t worry about the assistance that we give them in paying
their tuition on that level. Contrast that to the elementary and sec-
ondary schools.

I would emphasize that one of the great traditions in this coun-
try is to provide both access to education and choice, so parents
have some freedom to choose. We support that choice element as
well as access.

Now, on the elementary and secondary education level parents
receive no recognition or assistance, and the percent of enrollment
there is 10 percent private and 90 percent public.

The access is there, but the choice is difficult and to some extent
puts pressure on the financial capacity of the middle and lower
income students, and also on minorities, to have this opportunity.

Just a quick comment about the big question: Will this hurt the
public schools? I would like to emphasize to you that I see no evi-
dence that it will. Our experience in Minnesota indicates that
there was not a change in enrollment or a dimunition in the levels
of support in that State where they have had an experience with
tuition tax credits.

Other nations, where they are offering this or similar opportuni-
ties to give this kind of relief, weé don’t see a weakened and dimin-
ished public school system.
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Now, I would like to just emphasize my own experience as a
parent and as a public school administrator—I would like to per-
sonalize this just a little bit, if the committee will excuse me.

I have four children. They have all gone through the public
schools. I prefer the public schools for my children. I have a son
now who is attending a puklic school in Arlington. I couldn’t be
more pleased with the service that I have received from the public
schools. They are my choice.

At the same time, I would emphasize that parents ought to have
that choice. And if a parent is unhappy with the school which a
child is attending, I want to testify to you that that’s a difficult sit-
uation. If a parent is frustrated with the school, totally convinced
that the school is inadequate, whether the school is inadequate or
n}(:t the fact that the parent doesn’t have a choice is difficult for
them.

So those who want a choice feel that they need that option, for
whatever reason they might have, I think that in our country we
ought to offer that. If parents are not in support of the school
which their children are attending, I can tell you that the children
aren’t going to do as well as they will if the parents feel good about
the school they attend. That’s how important.] think it is that
there be choice in this regard as well as access.

What we ought to be concerned about isn’t whose schools the
children attend, but that learning opportunities are there. And we
ought to make sure that we provide that, because learning is what
is important and what we ought to be worrying about today.

And learning requires, especially on the elementary and second-
ary school level, strong parental ties to the school.

I don’t believe that this bill is costly. You have heard about the
dollar cost on tax revenue. I don’t believe that it is costly. Many of
my public school colleagues criticize me and argue that it is going
to be costly in the diminution of the ca;)ability of the public
schools. If I believed that I certainly wouldn’t be emphasizing this.

I don’t think it is going to cost us in public school strength;
indeed, I feel the public schools have been and will continue to be
competitive. So I think it will do the opposite in providing that.

Now, there are many other details in my testimony. I won’t go
into it. My colleagues and I would be pleased to respond to ques-
tions, Mr. Chairman.

[The prepared statement of Secretary Bell follows:]
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TESTIMONY OF HONORABLE T. H. BELL, SECRETARY OF THE DEPARTMENT
OF EDUCATION BEFORE THE SENATE COMMITTEE ON FINANCE

April 28, 1983
MR. CHAI;(HAN AND MEMBERS OF THE SUBCOMMLTTEE:

I want to thank you for giving me the opportunity to appear before
you this morning to present the views of the Départmnt of Education on
S. 528, "The Educational Opportunity and Equity Act of 1983," the bill the
President transmitted coACongreu on February 16 of chis year.

When I appeared before your Committee on Finance last July to support
the Reagan Administration's tuicion tax credit proposal, I staced my
conviction that tuition tax credits would enhance the educational
opportunities of lower- and middle-income working families and through
competition improve all American elementary and secondary education.

Today 1 want to reiterate that conviction and emphasize thac tuition tax
credits will increase the a\::llity of American families to choose the
best possible education for their children as they see fit.

S. 52§ or— the President's proposal would permit fndividual taxpayers to
receive a credit against their income taxes of up to 50 percent of the cost
of tuition and fees for each child in eligible privace elementary and
secondary schools up to a maximua credit per child. The maximum credic
would be phased in over a three-year period, rising from $100 in 1983 ¢o
$200 {n 1984, and $300 thereafter.

This legislation is not aimed at benefiting the well-to-=do who can
already choose the best school for their children and who need no assistance
in meeting their educational expenses. It is intended to meet the needs
of lower- and middle-incume working families for whom choices are more

limited. A full credic would be available only to those families with
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adjusted gross incomes up to $40,000, and benefits would decline to zero

at $60,000 income.

S. 528, the Administration's tuition tax credic bill, alsq contains the
strong anti-discriminacion provisions that were adopted and reporced ou‘:l_.-uc
year by the Sgnnce Finance Comnittee. Tax credits would not be allowed ~—
for payments to private schools with racially discriminatory policies or
practices. Parents would be eligible for the credic only if they seand
their children to not-for-profit tax-exewpt schools that state their
nondiscriminatory policy in their published bylaws, admission materials,
and advertising., An eligible school must also annually file a scatenment
that it has not followed a racially discriminatory policy n;fth the Treasury
Department. Parents will also be disallowed credics for payments to any
school found to be following a racially discriminacory policy 1in an
action brought by the Attorney General under the bill's declaracory
judgment provision. In addition, although this bill bas a general effective
date of August 1, 1983, no credits will be allowed until a final decision
of the U.S, Supreme Court or an act of Congress prohibits the granting
of tax exemwption uqder the Internal Revenue Code to private educational
institutiens-that-maintain a racially discriminatory policy or prac:icg
against students.

Our proposed legislacion {8 also sensitive to the need to avoid the
possibility~-or even the appearance-—of Federal interference with the
independence of private schools 8o long as they do not discriminate on
the basis of race. Tuition tax credite are not Federal financ‘i‘:r.
assistance with scrings attached. No Federal funds will pass from Federal
officials to schools or even to students; no choices will be made at the

Federal level concerning the content or program of the schools; and all

decisions regarding education for which tax credits are granted under this
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proposal will be made by the families and schools directly involved.

what this proposed legislacion will do is increase the ability of-
Americaﬁ families to choose the best possible education for their
children. Growing numbers of American families, especially lower income
fanilies, want greater choice in education. This legislation would also
foster the diversity of our elementary and eecondary education system.
That diversity, which encourages experimentation and improvement, is one
of its strengtha. It leads to improved education for all students.

The possible benefits that minortty children would gain from tuition
tax credics should also be stressed. Many minoricty children already
accend private schools. Considering just blacks, the Bureau of Census
reports that in the central cicties of metropolitan areas in 1979, 12
percent of private school enrollees were black. The Census Bureau also
reports that Hispanic students contributed over 8 perce.nt of the private
school enrollment in these central city areas that year.

The proportion of minority students is even greater in certain
private schools. A recent survey, for instance, showed that 20.4 percent
of the ;tudenta in the Catholic school syacer-thEh represents over
60 percent of the nation's private school enrollment--were aminoricy
group members. The U.S. Census Bureau reports that this is the same
proportion of minorities it found in the population at large in the 1980
Population Census. -

This legislation will assist those families who have already
chosen private schools for their children to continue to do so. The cost
of education, both public and private, has risen dramatically in recent
years. The cost of private schools, in addition co the State and local
taxes paid to support public schools, has alwayi limiced the ability of

lower-income families to choose them. Rising costs are now putting private
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schools beyond the mmans, without substantial sacrifice, of a growing
number of uidd]e-incone Americans as well.

By providing tax relief i{n the form of tuition tax credics, this
legislation will promote tax equity by reducing the double burden of private
school tuicion and State and local taxes for public achools that many
parents now bear. In reducing the unfairness of this double burden, it will
also allow many of these families to continue to exercise educational choice.

Americans have much to be proud of in their public an§ private
educational system by virtue of its quality and diversity. Tuition tax
credits will foster that diversity and encourage its qualicy. Diversity
stimulates a healthy competition between public and private schools and
promotes higher standards in both sectors. 1If a school has little or no
competition, it may lack the incentive to {mprove its educational qualicy.

This iaprovement in quality through competition is of special iamportance
to low income and minority youth. Since these students face considerable
barriers in their quest for upward mobility, cthe better education thac
competition ;1111 produce will be an important step in improving their
proopect-a' after they leave school. .

As Secretary of EBducation, I am well aware of the quality education
offered in many public schools today and of the efforts to improve that
quality. It is difficult, howsver, for any one school system to meet
all the needs of all students or to be consistent with the values of
all parents. There will always be many parents whose educational values
differ from those of the public school system. These views should be
respected and their freedom to choose supported, especially when this

choice aight increase the achievement of their children.
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Ic should also be remembered that private schools do more thaa
offer alternacive educational choices to students and their parents.
Private schools also carry a significant part of the burden of providing
elemencary and secondary educacion in this country, often at the cos: below
that of public schools. 1If it became financially impossible for many of
the families now sending their children to nonpublic schools to continue
to do so, the resulting increase in public school attendance would place
large and unwelcome new tax burdens on State andAlocal taxpayers. If
one~tenth of the private school population of nearly five million
sctudents shifted to public schools, the costs to the public school system
could increase by over one and a quarter billion dollars, based on current
per pupil expenditures in pudlic schools.

In closing, let me restate my belief that the public schools-—1like
the public universiciee--will benefit from the diversity and wholesome
competition that tuition tax credits will provide. The more diversity and
options we offer, the richer will be our learning opportunities for all
children. For these and other reasons I have given, 1 urge you to support

this proposal and enact it into law during this session of Congress.

1 would be happy to answer any questiona. ——
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The CHAIRMAN. Senator Moynihan.

Senator MoyNIHAN. Thank you, Mr. Chairman, and thank you,
Mr. Secretary. It’s always a pleasure to have you before the com-
mittee just because of your own personal qualities and also to know
that you are still there.

[Laughter.]

Secretary BeLL. Thank you. —

Senator MoyNIHAN. I have just a few very brief questions that I
would like to ask, and I hope you will think of them as friendly
questions from a sometime professor of education who has been in-
volved for a quarter century with this subject.

My first point would be this: The President—and this is not in
any sense meant to be critical, but the President says here on page
2, “Our Constitution recognizes the parental right to choose be-
tween public and private education.” Where in the Constitution?

Secretary BELL. I think this relates to the freedom that we all
ought to have to choose.

Senator MoyNIHAN. Wait, wait, wait. “Ought to have”? --

Secretary BELL. It relates to the matter of choice. It relates to the
taxation to a benefit for which you don’t have an opportunity to
receive.

Senator MoYNIHAN. Mr. Secretary, I don’t want to make this dif-
ficult for you, but the word ‘“education” does not appear in the
Constitution. And is there anybody present who thinks otherwise?

[No response.]

Senator MoyNIHAN. I only say this because we want to bring to
these matters a certain rigor, don’t we?

Secretary BeLL. Of course.

Senator MoyNIHAN. And I hate to have the President of the
United States telling me the Constitution says something when the
Constitution doesn’t even mention it.

Secretary BELL. But you see, the opportunity to exercise your dis-
cretion and to choose is throughout all of the words that we have
there, and I think that’s the reference to which the President was
making. I think he would acknowledge that the word “education”
is not mentioned in the Constitution.

Senator MoyNIHAN. Could I ask you, was this letter written in
the White House?

Secretary BELL. It surely was. Yes, sir.

Senator MoyNIHAN. All right.

[Laughter]

Senator MoyNIHAN. Would you find the fellow who wrote it, send
him a copy of the Constitution, and say, “Please read this. You ob-
viously had a deficient secondary school education.” [Laughter.]

If we are going to talk about education, the President of the
United States should not be telling us something is in the Constitu-
tion that isn’t anywhere remotely in the Constitution.

Secretary BELL. But you see, Senator, if you arrive at the conclu-
sion that since the word “‘education” is not in the Constitution that
that eradicates all other freedoms and the right to exercise that as
it relates to other opportunities where we guarantee discretion,
then that's another matter.
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Senator MoyNIHAN. He could have said our Constitution “infers”
the right of parents to choose. Now, “infer” you could get away
with; “recognizes’” you can’t.

Secretary BELL. Yes.

Senator MoyNIHAN. Now, second, you were mentioning higher
education, and I think it is appropriate to say, if you were to make
a judgment, would it not be your judgment that the majority of the
principal research-oriented universities in this country are in fact
ﬁrilvaw universities? Are they not, if you took the top 25? A good

alf?

Secretary BELL. Yes; I think if we took the top 25 we could say
that. We have an organization in this town called the American
Association of Universities, they allege that they are the top 50. If
we take them, I would say that it might be close to a 50-50 break.
Surely they are represented in excess of their numbers there.

Senator MoyNIHAN. I think that is an important point.

One last question—and, Mr. Chairman, may I take just another
second? You published this report “A Nation at Risk,” which in-
cludes all kinds of wonderful images about war, and what would
happen if the KGB had its way, et cetera. It is certainly an allur-
ing document, but in all truth I don’t find private elementary and
secondary education even to exist within the horizons of this
report. -

Secretary BeELL. Oh, yes, that's mentioned in the report. I know,
as busy as you are, you haven’t had an opportunity to read it.

Senator MoYNIHAN. Where is it? What does it say?

Secretary BELL. It mentions the importance of education and the
importance of having a strength on the public and private level in
education.

Senator MOYNIHAN. It doesn’t mention tuition tax credits.

Secretary BELL. Oh, of course it doesn’t.

Senator MoyNIHAN. “Of course it doesn’t”?

Secretary BeLL. It doesn’t discuss the financing at all; that
wasn’t the charge of the Commission.

Senator MoYNIHAN. Just curious. Thank you very much, sir.

The CHAIRMAN. Senator Boren?

Senator BOREN. Mr. Secretary, you talked a moment ago about™
the importance of choice and access. Does the administration pro-
posal extend to refundability of tuition tax credits? Does it provide
for refundability?

Secretary BELL. No; it does not. One reason for that is, this re-
lates to the very low-income students, and they are already receiv-
ing—the low-income private school students are eligible to partici-
pate under chapter I of the Elementary and Secondary Education
Act—those that are below the poverty level. And it was our view
that that met that—— ,

Senator BorReN. They are eligible for direct Federal Government
tuition grants to private schools presently?

Secretary BeELL. No. They are eligible to receive the benefits of
those services, those compensatory services.

Sena?tor BorgN. Like school lunches and other special categorical
grants? '
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Secretary BeLL. No, I wouldn’t emphasize school lunches there; 1
would emphasize instruction in reading and spelling and math-
ematics, and academic areas that are being offered there.

Senator BorgN. In other words, they can get the same categorical
assistance provided to low-income students, whether they are in
the private or the public school at the present time.

Secretary BeLL. That is correct.

Senator BoreN. But it does not go to tuition itself?

Secretary BeLL. That doesn’t go to tuition itself, but it serves
that same group of students.

Senator BOREN. It serves the same group of students, but it does
not meet the same financial purpose in terms of meeting tuition
costs. Isn’t that correct? ] .

Secretary BELL. Yes. But, you see, upper-income private students
are not eligible for those services, but low-income private students
are.

Senator BoreNn. Well, certainly not. Certainly, I understand that,
. Mr. Secretary, but we are here talking about the ability to pay tu-
ition, which goes over and above additional help in reading or
other things that low-income students might be entitled to have.

Secretary BeLL. I am aware of that, but the refundability has to
do with those whose income is so low that they don’t receive any
income tax, and that’s the catefory we are talking about.

Senator BoreN. I understand that, and that would encompass 46
percent I am told, according to the 1980 census, of black families in
this country, and 37 percent of Latino children. So in other words,
the administration proposal which is founded upon choice excludes
46 percent of black families and 37 percent of Latino families, as
far as tuition payments are concerned. Is that not correct? Tuition
only I am talking about.

retary BELL. We would emphasize that there is considerable
partici;iation of minority students in the private schools in many
areas. In fact, the number of black students enrolled in private
schools is almost representative of the black population in this -
country, percentagewise. ,

Senator BoreN. Well, I am aware that there is some participa-
tion, but in terms of the aid which would be given by this proposal,
$1.6 billion. And we would assume that tax credits are generally
utilized by this committee to affect behavior. If we want to give a
person an incentive to do something, we enact a tax credit to en-
courage that. So, presumably, by enacting a tax credit here, we
make attendance at a private school less burdensome for the
person who receives that $100, $200, $300 of tuition help than it is
now. :

So in theory we would be encouraging them or making it easier
for them to attend private school; but we are not making it easier
for those families, therefore—would we not be?—in terms of the tu-
ition effect that would not be able to receive it by refundability?

Have there been any demographic studies made by the adminis-
tration in terms of the characteristics-of students that can be ex-
pected to switch from public school to private school under this
particular pro ? Are there any studies available on the demo-
gaphic shift that would be ex , of those students that would

switching from public school to private school?

A \
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Secreta?' BeLL. We are in the process of conducting such a
study, and possibly the Under Secretary could respond to that
question in a bit more detail, if he would, please.

Dr. JonEs. There has been, Senator, for the past few months, a
project on financing of elementary and secondary education, and
part of that project has focused on private education and different
incentives that parents could receive to send their children to pri-
vate schools—not to have it misinterpreted that we think tax cred-
its is Federal aid to private institutions.

That study is in the closing stages, and we should have informa-
tion available in the not too distant future.

Senator Boren. Will it demonstrate the type, demographically, of
students that would be expected to be shifted from public to private
schools under this proposal? : -

Dr. JonNES. I haven'’t read the proposal. I presume that it will ad-
dress questions like that and identify what may be preferences by
parents as to which school they would send their children to.

Secretary BEeLL. If the history in Minnesota is any indication, it
won’t have much of an impact.

Senator BoreN. How long has that been?

Secretary BELL. They have had several years.

Senator BoreN. Two? Three?

Senator DURENBERGER. Three.

Senator BoreN. Three years? In the third year?

Secretary BELL. Yes.

The CHAIRMAN. Senator Durenberger?

Senator DURENBERGER. Thank you.

I think, we had testimony in response to that last year. I don't
see them on this hearing agenda, but we did have testimony from
the people who were involved in the Minnesota experience, last
year, which would substantiate the Secretary’s statement.

Mr. Secretary, is there a voucher proposal that the administra-
tion has-put together, and is it up here somewhere in bill form?

Secretarg' BeLL. Yes. I have testified on that in the House and
will soon do so in the Senate. The voucher pr%%osal would be an
amendment to the Elementary and Secondary Education Act, and
it-would permit low-income children to receive a voucher if the
local school board will grant it, for the student to take that vouch-
er and use it to help to defray their cost of attendance at another
school. It could be another public school or another private school.
And this voucher, and the existence of it if we can get the legisla-
tion passed, would help to meet the refundability point that Sena-
tor Boren was raising.

Senator DURENBERGER. Well, is it a piece of authorizing legisla-
tion for the appropriation of Federal moneys?

Secretary BELL. Yes, it would be authorizing legislation in that it
would permit the student to use the Federal financial assistance to
exercise an option to utilize the amount of that assistance—it is
about $5621 a child—in another school setting if the parents and the
school officials agree that that would be best for the child. It is not
unlike what we have now for education for the handicapped. We do
provide Federal financial assistance for handicapped children, to be
under the individualized education plan that is put together, to
attend a school other than a public school if, in the combined judg-
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ment of the parent and the school officials, that will be best for the
educational experience for the child.

So what it does is offer that same opportunity for the Elemen-
tary and Secondary Education Act that is available in the Educa-

tion for the Handicapped Act at the present time.
- It does require the consent of both the school official and the
parent, so in that respect it wouldn’t be identical to this, where
this is an entitlement. The other one is an entitlement only if the
local school board grants it. But it will iielp to meet the refundabil-
ity question.

Senator DURENBERGER. Are you familiar with the fact that some
States in this country, including the State of Minnesota, are explor-
ing vouchers at the State level as well, particularly aimed at the
economically disadvantaged?

Secretary BeLL. Yes, I am.

Senator DURENBERGER. That is a growing area of interest and a
lgroviring area of policy concern across this country and at the State

evel.

Secretary BeLL. Yes. I applaud that and hope we could have
more of that. I think it leads on to the choice that I have been em-
1;'J'hasizing, that I think is so important, that we offer so broadly in

igher education.

Senator DURENBERGER. Mr. Secretary, is there some special
reason why the administration bill does not provide a tax credit for
tﬂitign paid to public schools? What is your general philosophy on
that!

Secretary BELL. Yes. We feel that this is not an access problem,
obviously. And we also feel at this particulay time we likely
couldn’t afford that in the revenue loss picture.

Senator DURENBERGER. Well, which one of those is important? I
guess, in light of all of our concern for the deficit I can understand
~ the second part of that. I don’t understand the first. You say it's
not an access problem? What does that mean?

Secretary BeLL. Oh, I don’t think we have any problem of access
to the public schools in this country. Regardless of where a child
lives, there is a school district there, and they are offering free
public education to the children.

Now, there are expenses attendant to that. In some places on the
high school level activity fees and books and so0 on are charged for.
I know, particularly in the State of Minnesota that there is some
acknowledgment of that in their State tax structure.

Senator DURENBERGER. But, Mr. Secretary, you are making the
argument for tuition tax credits on the premise of choice. Are you
saying that there is a choice in the public system? Or are you just
saying that every kid has a school that he can go to?

Secretary BeELL. No, my point was that there is access at the
present time. There is choice among public schools in some school
systems, a considerable choice.

Senator DURENBERGER. Would it improve both the choice and the
quality of public education in this country if there were tuition tax
credits and there were tuition in the public system?

Secretary BeLL. I am not sure that it would, since the expendi-
tures, the costs, for attending nublic schools are very negligible. 1
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can'’t see that it's as significant an issue as it is with respect to pri-
vate school children.

The CHAIRMAN. Senator Lon{?

Senator LoNG. I would not like to see legislation of this sort used
as a pretext for the Federal Government to impose strings and con-
trols on private schools that do not now exist, Mr. Secretary. I was
very much dismayed, in trying to help with revenue-sharing legis-
lation for local communities, at the extent at which we have been
~ bogged down and impeded in that program by amendments that
appear to be well-intentioned but that would put first one string
and next another on what local communities would have to do to
get those revenue sharing funds. From my point of view it is an
outrage. I regard it as clearly their own money, and to make them
contend with a bunch of Federal conditions imposed on them in
order to get some of their own money back stirs great resentment
in me. If I could, I would repeal every string that was put on it.

When we started out with revenue sharing, I only had one sug-
gestion. I thought they ought to tell us afterwards what they did
with the money. But I would be willing to settle for not even
having that requirement, if I could get rid of all the other strings
that have been put on the revenue-sharing legislation. It is not fair;
it is not right that just to get their own money back they should
have to comply with a bunch of conditions. =

What kind of assurance can you offer me that on your proposal
we won't have a whole bunch of strings that have been imposed
out of Washington on these private schools? -

Secretary BELL. Well, since it is a revenue matter it will be ad-
ministered by Treasury. I know that they very much share surcon-
cern that we keep the red tape to a minimum. I don't anticipate
that Treasury will be promulgating regulations that go beyond the
scope of the statute. o

ow, what amendments are going to be attached as this legisla-
tion gets through both Houses up here is another matter. And this
is, of course, a matter of considerable concern not only to us but
also to the private school community that want to remain free of
much of that restriction and reporting and red tape difficulty.

Senator LoNG. I hope that we will have your help and the help of
everybody you can associate yourself with in trying to keep this
program from being impaired with first one string and one condi-
tion, and next another, to say, “You don’t get the credit unless the
school does this,” and “You don’t get it unless you do something
else.” By the time we get through with all of that it is possible to
80 slow this down with red tape and strings and conditions before
the ple could get the tax credit that it just wouldn’t be worth

ing to them. :

retary BELL. Senator, I share that concern, with the years
that I have spent contending with that on the State and local level.
I share that concerm. I know it is shared by Treasury. '

I don’t think that we need to worry about the regulatory part of
it. My worry has to do with the amendments that are going to be
tacked on as the legislation moves its way.

Senator LoNg. I'm concerned about the amendments, both those
that will be offered before this proposal becomes law as well as

those that can be offered after it becomes law. \

1)
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Secretary BELL. By the bureaucracy, and I'm aware of that, and
I'll do all I can on that side of it. And hopefully, if this committee
can keep from having too many provisos tacked on here, we will
have a bill we can be proud of, and American education will be the
better for it.

Senator LonG. I don’t have much difficulty supporting what you
are here to advocate. What concerns me is all the unintended bﬁ-
F e that might find its way aboard this proposal before it is fin
y law, and also afterwards.

hSecr_e;:tary BeLL. Right. I am sympathetic with that concern. I
share it.

Senator LoNG. Thank you, Mr. Secretary.

The CHAIRMAN. We might just have to put/on an amendment
that they can’t complicate it by regulation, or something.

Sﬁnator LoNG. But I'm worried about what might be added right
up here.

The CHAIRMAN. I know.

Senator LoNG. Let’s start with what we do right here.

The CHAIRMAN. We may complicate it first.

Secretary BELL. I just emphasize that it's appalling the amount
of law that is written in the executive branch by exercising regula-
tory authority and intergreting what you tell us to do. It is just
amazing to me how much is added and how much embellishment
there is. So I know where the Senator is coming from thers, and I
want to assure that I will do everything I can to see that that
doesn’t happen. I have had my own suffering with that.

Senator LonG. Thank you, Mr. Secretary.

The CHAIRMAN. Senator Chafee?

Senator CHAFEE. Thank you, Mr. Chairman.

Mr. Bell, in the President’s letter there is a ringing phrase:
“Without a race there can be no champion; without competition to
excel in our educational system, we will not have excellence.”

Could you cite, in the United States, where excellence has been
broug};t about on the elementary and secondary level by competi-
tion between private and public schools?

- I come from a section of the country that probably has the h'f‘}}-
est private school enrollment, percentagewise, of anywhere. Are
:Lle wblig schools in the Northeast superior to the public schools in
-the West’
Secretary BELL. Oh, if we were talking about today I would not
. say 80.

Senator CHAFEE. Well, what do you have to substantiate the sug-
gestion that competition in schools on the elementary and second-
gry !’evel produces a better public school? What figures do you

ave?

Secretary BELL. I think the President was expressing his belief in
the marketplace and how it gives us all an incentive. And I know
that it is his feeling that——

Senator CHAFEE. Never mind his feeling. Do you not have any
statistics whatsoever in your vast Department that would indicate

that the education is improved where thére is a high percentage of

private schools?
Secretary BELL. I believe that we could ﬁrovide evidence to you
thg_t where there is choice and freedom to choose there is a correla-
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- -tion between that and achievement. And I emphasize that because
it is choice that we are talking about as—
Senator CHAFEE. Mr. Secretary, I have a limited time here.
Secretary BELL. Let me finish if I may, Senator. I haven’t made

_ my point yet.

n many public schools there is an open and freedom-to-choose
policy of the board, and that’s the point that is being made. And as
you have asked for evidence, I think there is evidence there.

Senator CHAFEE. No, Mr. Secretary—what you are ‘}‘li?posin is
that money go into the private schools of the country. That's what
it is. And you are saying that that will produce better public educa-
tion. I am asking for some evidence. )

Secretary BeLL. And I was indicating to you that where we have
had choice, and we haven’t had much choice thus far in the private
schools, but where we have had choice we think it has been benefi-
cial from the point of view of——

Senator CHAFEE. Would you submit evidence, for the record, of
board scores or whatever it is, taking different sections of the coun-
try where there is a high percentage of private enrollment to sub-
stantiate your point?

Secretary BELL. We can submit that where there is choice. I am
not saying it is necessarily between public and private, but where
there is choice as well as access among—— -

Senator CHAFEE. But this has nothing to do with choice in the
public schools.

Secretary BeLL. Of course it does, Senator. That’s what we are
after. And where we have competition for students and choice
axﬁon public schools, the same thing would apply to private
schools.

Senator CHAFEE. Well, I would look forward to that coming in for
the record.

Senator CHAFEE. Now, from Senator Moynihan, he said in the
discussion that there is support for the private tuitions in the uni-
versities, he said in the top 20 universities in the country, aiid the
suggestion was as a result of this private assistance—the sugges-
tion was that over half of them were private universities.

Senator MOYNIHAN. Sir, I didn't say that. = _ P

Senator CHAFEE. Well, that was the implication of your question.

Senator MoyNIHAN. No, no, no.

Senator CHAFEE. If it wasn't, then we will set it aside. We will
take that up in the next round.

Senator MoYNIHAN. Well, I want to say something on your
behalf in awhile. -

Senator CHAFEE. Well, on your time you can do it. [Laughter.]

The problem here, Mr. Secretary, is a whole series of require-
ments are levied on the public schools by your Department and by
the Congress. Now, why shouldn’t those same requirements be
levied on the private schools? If they are beneficial for the public
schools, why shouldn’t they be levied on the private schools under
your program? Why should they be treated differently? -

Secretary BeLL. First of all, the private schools’ parents are re-
ceiving the tax credit, and it's quite a small one. As Senator Long
was inting out, we don’t want the requirements to exceed the
benefit. A $100 tuition tax credit the first year is not a very large
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one. I think we ievy upon the public schools many more require-
ments than is justified by the small 8 percent that we put up
versus 92 percent in the public schools—that's State and local
money. I think it is a matter of putting so many requirements on
there that it far exceeds the small for the first year $100 tax credit.

Senator CHAFEE. Well, Mr. Secretary, then isn’t the answer for
you to come forward with legislation to remove these excessive re-
quirements that you believe are imposed on the public schools?

I presume you might come in and say they shouldn’t handle the
handicapped—maybe so; I don’t know. Or they shouldn’t have to
educate in bilingual, shouldn’t have to take immigrant children. I
don’t know what your proposals would be. And at the same time
impose the remaining requirements on the private schools, since
you deem that those are beneficial requirements, the remaining re-
quirements. Are you prepared to do that?

Secretary BeLL. Well, first of all I would say we have come for-
ward with those proposals and they are now pending before the
Congress, to eliminate many of these regulations and problems.
There are many legislative proposals up here pending before you
now, and we would urge you, if I could take this opportunity, to
enact them. And then we would get the kind of relief in that
regard that we are talking about. We are on the record in that
regard. It relates to everything we are trying to do with block
grants; it related to a number of regulatory reforms that we have
wanted to make, and we have run into Congressional opposition in
that regard.

Senator DURENBERGER. Senator Grassley.

Senator GrassLey. Dr. Bell, how do you respond to the criticism,
usually a last-resort proposition put up by the opponents of this
legislation, that, ‘“Well, if we are going to have tuition tax credits,
at the very least they should only go to children that are going to
schools that are State-approved? In other words, the sort of proposi-
tion where the schools would have to be formally approved by a
State organization or some governmental agency?

I am raising that as an obstacle people raise. So how would you
answer that?

Secretary BELL. I would like to call on the Undersecretary to re-
spond to that one.

Dr. JoNEs. Number one, Senator, there are several institutions in
each State that don’t believe that it is appropriate to be approved
by the State. You do have State-supported schools now, and many
people do wish to seek other types of institutions.

If you look at the 50 States, there are 9 States that have no State
accreditation or approval or licensure regulations whatsoever.
There are 23 that only require voluntary accreditation, approval,
or licensure. _

So on the one hand you have the State trying not only to invoke
one school system on their constituents, through the public schools,
but now those advocates against tuition tax credits would want to
invoke the same type of State accreditation standards on private
schools. And we find that there are many parents who wish to
choose private schools so they aren’t encumbered in their choice by
the State regulations or licensure or accreditation standards.



94

Senator GrRAsSSLEY. So then your answer is (1) that you wouldn’t
have a uniform system because some States don’t even get involved
with that aspect of regulation of private education, and (2) that we
just shouldn’t even be having that sort of condition put on it?

Dr. Jongs. Not at the Federal level, sir, that’s correct.

Senator GRAsSSLEY. Well, they were not sugfesting it at the Fed-
eral level; th? were suggesting State approval, but that tuition tax
credits should not be available to anybody who did not go to at
least a State-approved private school.

Dr. JoNEs. But if it is part of this legislation, Senator, it would be
a Federal Government intrusion on State policy.

Secretary BELL. We would try to persuade the States not to do
that either.

Senator GrassLEY. Didn’t we have an amendment, though, adopt-
ed before the bill got out of committee last year to that effect?

Dr. JoNes. You had an amendment adopted on compulsory at-
tendance, or language to that effect. A mix. Yes, sir. It does not
appear in the administration’s bill.

nator GRASSLEY. No, it’s not in the administration’s bill, but it
was put on this bill that came out of committee last year, right?

Dr. JoNEs. Yes, sir. We believe that the language in the bill last
year could be interpreted that some State laws would require
schools be State-approved or accredited before parents would re-
ceive the benefit of the tax credit, and we do not believe that is an
appropriate role for this legislation.

nator GRASSLEY. Well, then the administration opposed that
amendment a &ear ago?

Dr. JoNnes. We opposed it a year ago in this very committeeroom,
yes.

Senator GrRAsSSLEY. All right.

Senator Boren brought up the proposition of slippage away from
the public schools. Now, you referred to a study, and those studies
are not completed yet? Or those studies are showing that there
isn’t slippage?

Dr. JonNes. Well, we have referred to two studies here. One of
them was the Minnesota case where there was actually a decrease
in attendance at private schools after tuition tax credits was imple-
mented in that State. There is another study that Senator Boren
has referred to, which is a project undertaken by the Department,
started some months ago and is reaching conclusion, but it does not
address the question of slippage. I think they have done a survey
that will address parental preferences.

Senator GrAssLEY. OK.

Well, my view would be that, whether or not there is slippage
would be directly related to whether or not the tuition tax credit is
looked at as an economic incentive for people to go to a private
school, and I think with the $300 limit which I favor and would not
want it to go higher, I think at that level it is a recognition of the
dual cost of education for g:ivate school children; but yet it is not
so high that there would an economic incentive, because I for
one would want the rationale for parents sending their children to
a private school, for that to be the traditional and historical ration-
ale, that the private schools can give their children something that
the public schools can’t, and to have that reason be used as opposed
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to an economic incentive that the tuition tax credit might give
them for sending their children to a private school.

Dr. JoNEs. Senator, we addressed this bill as equity rather than
incentive; so we concur on that.

"I)‘he CHAIRMAN. Senator Moynihan, did you say you had a follow-
up?

Senator MoYNIHAN. Yes, just two things.

On the question of competition, choice, and resulting educational
outcomes, Senator Chafee asked a question. And I think he was
grol;ably responding at least in part to the President’s statement in

is letter:

I have remarked elsewhere that without a race there can be no champion, with-
out competition to excel in our educational system we will not have excellence.

Can I say to you I don’t think there is 5 cents worth of data in
this country that would demonstrate that anything approaching
competition between school systems produces different outcomes.
And if there is, I wish you would give it to us.

I am very serious about this. I don’t much like this report, to tell
you the truth. It is a statist report. It says we’d better have better
schools so we can beat the Japanese—which is not why you have
schools. “Excellence’” defined as competence at machine tool build-
ing is not my idea of what educational excellence is really all
about; and in any event I don’t think you can solve the problem
with that approach. [Applause.]

Senator MoYNIHAN. Thank you. [Laughter.]

But most people if they make choices among school systems do so
because of where they choose to live, and to the degree they have
that choice they very commonly choose to live where they think
the ;fChOOI systems are best. The correlations, however, are very
weak.

Now, if the National Institute of Education had been doing its
work over the last 10 years—and I went to an awful lot of effort to
get it established—you would have some such data. But I don’t
think you have any. If you say there is a correlation, I would like
to see that correlation. I'll bet you it's very weak. I bet you it
would not get through a National Science Foundation peer review.
Do you have it?

Secretary BELL. I have some evidence from school systems that I
know of where they have offered choice to the pavents and where
there has been increases in achievement gains.

Senator MoyNIHAN. What choice? The choice between one school
and another?

Secretary BeELL. Well, one I know of is a school system that I
came from in Salt Lake City.” Now, I want to emphasize, Sena-
tor——

Senator MoYNIHAN. By definition, a public school system.

Secretary BeLL. That'’s right, but——

Scnator MoyNIHAN. What was the choice offered?

Secretary BELL. Well, Senator, it's a choice among this school or
his school or this school in the public schools. And that's what we
are talking about, is the——

Senator MOYNIHAN. Can you give us a hard research paper?

Secretary BELL [continuing]. Is the principle of choice.
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Senator MoyNIHAN. Sir, can you give us a hard research paper?

Secretary BELL. It depends on the Senator’s definition of a ‘“hard
research paper.”

Senator MoyYNIHAN. It is a very “hard” definition, let me tell
you. [Laughter.]

Secretary BELL. I don't know whether I would be able to provide
one that would meet the Senator’s standards or not. I would try to.

Senator MoYNIHAN. May I just plead to you that the case for tu-
ition tax credits, as for many other things, is a case of individual
choice that does not have to be buttressed by false or unsubstanti-
ated claims of outcomes. And I really do say that if you bring in
these extraneous things you will be destroyed; there will not be a
respectable professor in the subject in the country who would pay
any attention to you. They would say, “Where is your data?’ and
you won’t have any.

Now, there is data, some recent studies for minority students,
showing that the nonpublic schools frequently have higher out-
comes in certain kinds of cognitive tests. But can you collect it and
bring it up here? And please don’t be afraid to say “It turns out we
don’t have any.” :

Secretary BeLL. Well, it's difficult, as you know better than
“anyone else here, Senator, it's difficult to extract other factors
when you have research in education.

Now, as I point out some school systems where they have choice
and at the same time the achievement has gone up, some other
critic and scholar could say, “Well, how do you know, Secretary
Bell, that that was the cause or some other factor at that time was
the cause?” And I would say, “I don’t know.” I am aware of that,
and it isn’t the prime purpose, it isn’t the prime tenet upon which
we have been building our advocacy for tuition tax credits.

I would, if I may, Senator—and I know how pressed you are for
time—I would like to defend this for just a moment. I know it’s ex-
traneous.

I appointed, Senator Moynihan, as conscientiously as I could a
panel of educators and scholars, including one Nobel Laureate——

Senator MOYNIHAN. Mr. Seymour.

Secretary BELL. Yes, and William O. Baker.

Senator MoyNIHAN. Who has just become a faculty member at
the Graduate School of Education at Berkeley.

Secretary BELL. Yes, sir. And Gerald Holton.

Senator MOYNIHAN. One professor. That’s the only professor; a
first-rate one, to be sure. One teacher, and the rest are administra-
tors.

Secretary BELL. Some distinguished school administrators. One of
the outstanding school superintendents in this country is Dr. San-
chez from Albuquerque.

Senator MOYNIHAN. Agreed.

Secretary BELL. We feel that this is an objective study. I feel,
Senator, that it is unfair to these Commission members that re-
sponded to our request that they appraise the American education
system, if I dare say it, for you to say that this is military oriented
and focused upon the Japanese and it's related to production of
iél;ings and not for education for its own sake. I would say to you

nator——
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Senator MoyNIHAN. If I said that, I would like to withdraw that
statement.

It’s kind of hard to put together a panel of people who say we are
having a huge economic crisis, and have the President say, “Right.
They have said just what ! mean. The Federal Government has no
responsibility in this business.”

ecretary BELL. But you see, Senator, that isn't what this study
says. That isn't the thrust of this stud{. And Senator, for you to
typify that after all that hard work, I would suggest that it is
unfair to these fine, conscientious citizens, including some adminis-
trators, if you please, who are very intelligent people and who com-
mand a lot of respect.

Senator MoyNIHAN. Well, of course they command a lot of re-
spect. I make the observation that there is one professor and one
school teacher, and that in the whole section that deals with fi-
nancing there is not a single reference to tuition tax credits.

Secretary BELL. Senator, that was not their charge. Their charge -
was to look at excellence in education and describe to us the prob-
lems that we are having in attaining excellence, and make some
recommendations as to how we might be able to accomplish it. It
was a bipartisan group. It was a panel of distinguished leaders.

Senator MoYNIHAN. It is a fine study, Mr. Secretary.

Will you provide this committee with the research evidence on
the effects of choice in education with respect to outcomes?

Secretary BELL. I will provide what we have available.

Senator MoYNIHAN. All right. That’s what I assume you mean. I
will appreciate it.

The CHAIRMAN. Senator Long?

Senator LonG. I just want to ask about one other matter, Mr.
Secretary, because 1 was not aware of it until I thought I heard you
say it.

believe I heard you say, with reference to one of the questions
asked, that the black minority are represented up to their gopula—
tion percentage in the private schools. Is that correct, or not?-

Secretary BELL. I wasn’t sure I followed the thrust of your ques-
tion, Senator Long. Would you repeat it, please?

Senator LoNG. You said something about minorities being repre-
sented in the private school system. I thought I heard you say
something to the effect that the minorities were well represented
in the private school system.

Secretary BELL. They are, and maybe one of my colleagues could
present some numbers to you in that regard.

Dr. JoNES. Senator, I believe you will find the 1979 data indicat-
ed that there was close to 11 or 12 percent minority representation
in private schools, and the 1980 data i)rovided to the Department
indicates nearly 20 percent of the enrollment in Catholic schools is
minorities.

Senator LoNG. I was not aware that there is that large a percent-
age of minorities in the private school system.

Dr. JoNEs. In the Catholic schools, sir.

Senator LoNG. But you said 11 to 12 percent were minority stu-
dents in the private schools generally.

Dr. JoNEs. Yes, sir, but that would also include Hispanics and
other minority individuals.
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Senator LoNG. Perhaps you could provide me with some addition-
al information on that subject. I think it is of interest in view of
the fact that one of the witnesses has a statement here from the
NAACP, apparently, that is expressing a very severe concern about
the potential discriminating eftect of this legislation.

I was not aware that there is that large a minority representa-
tion in the private schools, and I think it tends to support your
case if that be so. So I would like to have more information on that
if you have it. I would like to have it in greater detail.

r. JONES. It certainly approaches 10 percent for minority repre-
sentation across the Nation. We will provide you with the data.

Senator LoNnG. Thank you very much.

The CHAIRMAN. Thank you very much.

Senator MoyNIHAN. Mr. Chairman, could I ask just one more
question?

The CHAIRMAN. We have about 20 witnesses left.

Senator MoyNIHAN. I have a 1-minute question.

The CHAIRMAN. Yes, go ahead.

Senator MoyNIHAN. I just wanted to ask, because again it is a
question of, it seems to me, certain kinds of things pressing in
against each other. Mr. Edward Fisk, who is a respected education
writer for the New York Times says that several members of the
Commission who made this report said they were flabbergasted
when President Reagan praised them for their ‘“call for an end of
Federal intrusion,” and said that this was ‘‘consistent with our
task of redefining the Federal role in education.”

) Di)d the President say that this calls for an end to Federal intru-
sion?

Secretary BeLL. The President addressed the group of education
leaders that met at the White House when we released the report,
and the President in his address to them expressed a number of his
views about education, among which was his hope that there would
be a lessening in Federal intrusion.

Senator MoyNIHAN. Did he say that these people came to this
conclusion?

Secretar{/IBELL. He did not say that.

Senator MoyNIHAN. Mr. Fisk has got it wrong?

Secretary BeLL. I haven't read Ted Fisk’s article. I know Ted,
and I respect him. He is a splendid reporter. So I don’'t want to
allege here on the record that he got it wrong, because I don’t
know in the context that he said that. But I was there, and I know
what the President said. He was expressing some of his own views
about education. At the same time he expressed to the group that
he hoped tuition tax credits would be passed. And of course this
C}c:mmission didn’t address themselves to that at all; it wasn’t their
charge.

- Senator MoyNIHAN. Thank you.

The CHAIRMAN. Senator Boren? :

Senator BorEN. Mr. Secretary, one of the few changes that the
administration made in the bill passed by this committee last fall
was to drop the protections for handicapped children, and I won-
dered why that change was made in resubmitting the proposal this
year.

Secretary BELL. Would you respond to that, Dr. Jones?
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T}l:e EllilAIRMAN. I might respond to that. We may put that back
in the bill.

Secretary BeLL. Dr. Jones can defend our position on it.

Dr. JoNES. Well, briefly, if I may, Mr. Chairman?

The CHAIRMAN. Go ahead.

Dr. JoNes. Last year we advocated that it wasn’t necessary for
this provision, partially because the 94-142 Education of the Handi-
capped Act now provides some support for students attending pri-
vate schools, to the tune of about $230 per student. Students who
attend private schools, through the chapter I 89-313 provision can
receive on the average $560 per student.

Furthermore, in addition to that support through those public
law provisions, you will find that public schools do provide pay-
ment in full if they assign a handicapped child to a private school.

Third, you will find that many thousands of handicapped chil-
dren are being educated in private schools.

And last, we simply don’t believe that Internal Revenue Code
501(cX3) applies to coverage of the handicapped. It’s the only en-
forcement measure that we would have in this bill, and it does not
apply to the handicapped. '

enator BorREN. So the administration would oppose the inclusion
of a provision on the handicapped? ‘

Dr. Jongs. The administration would prefer that there be no in-
clusion of a handicapped provision.

Senator BoreN. Well, I understand that only 2.7 percent of the
private schools provide the programs for the handicapped that are
mandated under the Rehabilitation Act of 1973 and the education
of all handicapped. Is that correct? And if that is so, how then can
we be sure, and how are we having any kind of an equal competi-
tion, if we are not providing these mandates?

Dr. Jones. Well, the law requires that if the handicapped chil-
dren attend private schools the dollars that flow to the public
school are provided either in services or in kind to those students.

Senator BoreN. Do you oppose also including a mandate that the
private schools would have to meet the same requirements in
terms of biliniual requirements and requirements for legal alien
children that the public schools would have to meet?

Dr. JoNEs. We don’t believe this is a bill that should impose upon
institutions all types of regulations when you are dealing with
501(cX3) of the Internal Revenue Code which addresses nondiscrim-
ination.

Senator BoreN. Well, if you leave the public school with all these
mandates and requirements, and you do not put these mandates
and requirements on the private schools, isn’t it very likely—going
back to my earlier statement about the demographic effect of who
is going to end up in private schools and who is going to end up in
public schools—that that is %oing to have an immense effect?

Dr. Jongs. No, I don’t believe so, sir. I think you will find that
because of the passthrough of-dollars from the local education
agency to those students attending private schools, in services or in
kind, you are going to find that kind of support, and attendance
patterns will be quite normal, as they are now already, by demo-
graphic information that we have shared with the committee this
year and last year, and you will find that there are many ways
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that the bilingual or limited-English proficient child can be taught
without even getting Federal dollars from the bilingual education
program.

Senator BoreN. We are talking about public tax dollars, public
tax dollars and public schools. We assure that they are used appro-

riately to meet equal opportunity standards, whether it be for the
andicapped or for others that the public schools are constitution-
ally mandated to serve.

ow do we assure that kind of public control, then, over these
schools that will be receiving public moneys? One of the things
that we have always believed in in this country is public account-
ability in the use of public funds. How do you propose that we do
that without mandating the same kinds of policies and controls on
private schools?

And I'm all against private schools having these mandates—
unlelzss they want to have public tax money. Then I think they must
apply. :

Dr. JoNEs. They are not getting public tax dollars, Senator.

Senator BoREN. Where does this money go that the parent pays?

Dr. JonEs. It stays in the pockets of the wage earners before it
comes to the Federal Government.

Senator BoreN. Oh. If they do not pay tuition to these private
schools, they can pocket the mone; we are giving them, and the
school doesn’t get it? Is that correct?

Dr. Jones. The parents maintain the dollars in their own pock-
ets.

Senator BoreN. Oh, they don't pay it to the private school in tu-
ition? Isn’t that necessary that they pay the tuition as a qualifica-
tion for getting the tuition tax credits?

Dr. JoNEs. But it is not aid to the institution, Senator. If you be-
lieve that the Government has first call on the wage earner’s dol-
lars before the wage earner does, then you can make that assess-
ment. I don’t happen to believe that.

Senator BoreN. There is no passthrough here?

Dr. JonEs. I don’t happen to believe that.

Senator BOREN. Are you trying to make me believe—now, surely
you do not believe that any intelligent person can believe that
there is no connection between the $300 tuition tax credit and $300
being eventually paid in tuition to the private schools. Are you tell-
in%me there is no relationship to that?

r. JONES. I am telling you the relationship of this bill to the
question that you are raising is that we are providing a tax credit
to parents and no tax credit to an institution.

nator BoreN. Without an}' requirement that parents convey
that money to the institution. Is that correct? There is no require-
ment here in this bill? Where does it say that they will get a credit
if they are not paying that money to the private school?

Mr. BAuER. You are missing the point, Senator. The point is that
when you allow a parent to keep some of their tax money, that
does not represent a grant from the Federal Government that then
allows the Federal Government to——

Senator BoreN. Oh, I think you are missing the point. If there is
a direct requirement that the money be used by that person merely
as a vehicle for passthrough, then there is a very direct connection,



101

and I don’t see how in the world you can sever that connection.
That’s nonsense.

Mr. BAUER. We do not believe this is Federal aid to private
schools, Senator.

Senator BoreN. Well, I think that shows how shortsighted that
this proposal is.

The CHAIRMAN. Let me suggest that there probably will be addi-
tional questions as we move on.

Senator CHAFEe. Well, Mr. Chairman, I dldnt get my second
round. I know you have a long list of witnesses, but we have the
premier educator in the United States before us, and I think he is
the principal proponent of this legislation. I had 5 minutes, and I
would like to have a second round, if I might.

The CHAIRMAN. All right.

Senator CHAFEE. Mr. Bell, are you suggesting anywhere that
there is a crisis in private education in the schools in the United
States as far as financing goes?

Secretary BELL. From my own definition of a crisis I don’t believe
that I could say that, Senator.

Senator CHAFEE. Are you aware that the enrollment in the pri-
vate schools now is greater than it was 10 years ago as a percent-
age of the total pool?

Secretary BeLL. I believe that is accurate.

Senator CHAFEE. Now, the gentleman with you—MTr. Jones, is it?

Secretary BELL. Yes. He is our Undersecretary, Senator. -

Senator CHAFEE. Mr. Jones, you said that enrollments declined in
Minnesota after these tuition tax credits went through in Minneso-
ta. Is that in numbers, or is that a percentage of the total pool?

Dr. Jones. That is a percentage of the students who were attend-
ing sghool Of the total population the percentage of attendance de-
cline
- Senator CHAFEE. I would appreciate it if you would submit that
for the record.

Dr. Jones. I will, sir.

[The information follows:]
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STUDENT ENROLLLENT

TABLE 2
NONPUBLIC
YEAR PUBLIC NONPUBLIC TOTAL % OF
TOTAL
1967-68 886,171 150,596 1,038,767 14.5
L

1968-69 916,945 137,319 1,054,265 13.0
1969-70 934,032 124,934 1,058,966 11.8
1970-71 942,474 118,091 1,060,585 11.1

: TC.
1971-72 949,600 106,392 1,085,992 10.1 Poea
1972-73 950,701 99,139 1,049,870 9.5
1973-74 944,555 94,023 1,038,578 9.1

. - Soyo 4

1974-75 939,998 92,128 1,032,126 8.9
1975-76 879,944 91,893 971,837 9.5
1976-17 862,591 91,793 954,384 10.1
1977-78 835,672 90,919 926,591 9.8
1978-79 806, 381 88,524 894,905 9.9
1979-80 773,908 90,954 864,860 10.5
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STUDENT ENROLLMENTS GRAPH 2
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NUMBER OF TEACHERS

TABLE 3

NONPUBLIC
YEAR PUBLIC NONPUBLIC TOTAL - 8 OF

TOTAL

1967-68 43,604 6.878 50, 482 13.8
1968-69 46,291 6,759 53,050 " 12.8
1969-70 48,495 : 6,543 55,038 11.9
1970-71 48,911 6,628 55,539 11.9
1971-72 51,583 - 8,442 57,995 1.1
1972-13 52,643 6,261 58,904 10.6
1973-74 51,100 6,025 57,125 10.6
1974-75 81178 6,094 $7,270 10.7
1975-76 50,845 6,073 56,918 10.7
1976-17 44,874 5,363 50,337 11.0
1977-18 44,628 5,312 49,940 10.6-
1978-79 44,281 5,283 49,564 10.7

1979-80 44,021 5,354 49,378 10.8
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TEACHER_CERTIFICATION

In the public school sector, necessary qualifications for empioy na2nt as eitiier teacher
or administrator include certification. Though the exact requirements nave undergone
revision and change over the years, the irend has been gere:ally to include more
formal educational training rather than less, and to add inservice and continuing
education reguirements for renewal of certificates. Life certification was discontinued
several years ago. In addition, more detailed requirements have been established

for teachers in almost every academic field as well as in many extra-curricular fields.
Financial incentives in the various salary “"tracks” have encouraged teachers to
broaden their areas of training.

A portion of the Minnesota Statutes reads as follows:

Section 120.10, Subd. 2: "A school, to satisfy the

requirements of compuisory attendance, must be one in

which all the common branches are taught in the English
language, from textbooks written in the English language and
taught by teachers whose qualifications are essentially equivalent
to the mminimum standards for public school teachers of the same
grades or subjects - - ."

It is obvious that the critical phrase
regarding certification is "whose qualifications are essentially equivalent to the
minimum standards”, since there is implied a judgement without indicating who
is to make the judgement or what the criteria are to be except "essentially equivalent”.

Because the statutory language was indefinite regarding the specific requirement

of nonpublic school teacher certification, and because monitoring of nonpublic

schouls was largely self enforcing, certification of nonpublic teachers has always

been somewhat indefinite. This condition is still true. The Private School Committee
could find no available source of information regarding the number of nonpublic school
teachers actually holding currently valid Minnesota certificates. In recent years, the
governing bodies of certain schools have sdopted a policy of requiring Minnesota
certificates; in other schools, such certification is not mandatory.

Perhaps some specific examples would be enlightening. Statistics compiled by the
Education Department of the Minnesota Catholic Conference for the 1980-81 school
year show that in the Catholic elementary schools of the state, 94% of the full time
teachers actually hold valid and current Minnesota certificates, with an additional
4.5% being "certifiable". The remaining would fall into the category of having
"qualifications essentially equivalent". On the secondary level, the actually certified
is 89%, the certifiable 9%, and the essentially equivalent factor is the balance.

In the Missouri Synod Lutheran schools, ell teachers are required to have at least
a Bachelor's Degree from an approved Lutheran college; in the majority of cases
these teachers would qualify for a Minnesota certificate.

In the Christian Schools International sector, 93% are either certified or certifiable.

Investigation indicates that the current trend in the majority of nonpublic schools
is to encourage, urge, and in some cases require, certification for all teachers
entering that particular nonpublic school. The Private School Committee was unable
to discover any widespread or serious abuse of the present system. In addition,
the present system permits some flexibility in the employment of teachers who may.
lack professional education credits but whose preparation in knowledge and back-
ground of subject matter may be quite superior.

21-573 O0—83——8
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RECOMMENDATIONS ON TEACHER CERTIFICATION

1. 1t is the judgment of the Private School Committee that this area of education
does not require legislative action, rather the committee wishes to endorse the
current statute and regulations without change, regarding teacher certification
in nonpublic schools as described in M.S. Section 120.1, Subd. 2. Several
reasonable factors lend support to this judgment:

a) Existing statutory language has served satisfactorily for many years;
educational measuring devices such as achievement tests, post secondary
attendance and graduation, community participation, etc. all indicate that
nonpublic school teachers are fulfilling their instructional roles.

b) There is lacking conclusive and persuasive evidence that the legitimate
educational needs of Minnesota students attending nonpublic schools in
the state are not being met.

¢) Voluntary compliance is meeting with increasing favor.

d) The exceptions to formal certification seem to be based upon valid reasons;
the single fact of certification being no guarantee of a teacher's com g etency
or ability to teach.

2. The Private School Committee would recommend that the Board of Teaching
membership be examined and changed to reflect a greater number of nonpublic
teacher representatives.

3. The Nonpublic School Committee wishes to encourage the legislature to look at
alternative and creative ways to permit teachers to qualify for certification. We
would hope that the quality of the total educational program successfully under-
taken by an applicant for certificatfon warrants greater consideration than the
number of semester hours of credits obtained.

Considerations for determining "essentially equivalent” might include any of the
following:

¢ 8 degree from an accredited college or univarsity'.

¢ accreditation from the association which accredits the school employing the
teacher, ‘

o participation in periodic teacher evaluations ... written or oral competencies
by a prescribed procedure.

¢ experience of § years in the fleld, and 12 quarter credits in child psychology.

s recognition of suitable equivalencies for formal course work, whether a person
of distinction acquired his/her expertise in formal academic courses, study, or
life experiences (i.e.: artists, writers, musicians, government officials, social
workers, etc.).



109

RECOMMENDATIONS FOR DEFINITION OF A SCHOOL

1. The Governor's Private School Committee would recommend that
there be no change in the current M.S. 120.10, Subd. 2, and other
sections that define a school for purposes of compulsory attendance.

2. The Governor's Private School Committee would endorse and
recommend legislation changing the provisions in M.S. 120.12,
Subd. 3 from criminal to civil action. Proper changes should also
be made in Section 127.20 in order to give the county attorney
authority to initiate proceedings.

3. The Governor's Private School Committee would endorse the
bringing of charges against parents or guardians rather than private
school authorities.

4. The Governor's Private School Committes feels there is insufficient
evidence at present to warrant statutory change in current reporting
from private schools on a voluntary basis.
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Population By Age : Minnesota 1 (in 000's)

5-13 14-17 Total
1970 737 312 1049
1971 707 324 1031
1972
1973 688 328 1016
1974 670 333 1003
1975 648 335 983
1976 .. 633 337. 970
1977 607 332 939
1978
1979 566 317 883

1Statistical'Abstract of the U.S.; Department of Commerce; Bureau of the Census

TUITION TAX CREDIT DATA

- 240,000 black children in Catholic Schools (% million)
- only 1.5 of all Catholics are black

- 8% of Catholic school students are black
- 40X of these are non-Catholic

-« D.C. - Black children constitute 73% of Catholic school-enroliment
- Chicago - Black & Hispanics make up 41% of Catholic elementary school population

- New Orleans - 9,000 of 20,000 in Catholic elementary schools are black
- 6 schools have more non-Catholics than Catholics

- New York (Manhattan) - 78% Catholic elementary school students are black,
Hispanic, oriental or other minority
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Senator CHAFEE. Now, Mr. Bell, the concern that we have here is
that what you are fostering is what I will call “skimming”’; that is,
you are giving every incentive for the bright, the well-disciplined,
the well-motivated youngsters to move out of the public schools and
into the private schools. And as a result, the public schools will
have the ill-disciplined, the handicapped, the poor, and the immi-
grants. Now, what is your answer to that?

Secretary BELL. ‘You see, Senator, if I felt that would be the
result, after having spent my whole life in the public schools, I
would not under any condition or under any persuasion be advocat-
ing this legislation.

Now, I know that many public school educators feel that way, be-
cause they have expressed it to me. But I think that there are
plenty of individuals, numerous individuals, and I include myself
there, who prefer the public schools, and that there are going to be
an ample supply of bright and highly motivated and able students
in the public schools.

I think experience in other countries and so on proves that that
would be so.

I just feel, Senator, that the public schools are capable of holding
their fair share of those students.

Senator CHAFEE. Now, Mr. Secretary, why are you permitting
under your legislation this reinforcement for the private schools
without levying requirements on them? Why shouldn’t they be re-
quired to take their share of the ill-disciplined youngsters? Why
shouldn’t they be required to take their share of immigrant young-
sters? Why shouldn’t they be required to take their share of the
handicapped?

Now, please don’t tell me that we don’t want to put anything in

_the legislation to that effect; we have already crossed that bridge.
We crossed it when the Assistant Secretary of the Treasury spoke
that there is a requirement that these schools not discriminate. So
we have crossed that. We are now prepared to levy requirements
on the schools.

Despite what Mr. Jones is saying, it is perfectly acceptable for
this Congress to levy requirements on these schools. Now, why are
we not prepared to levy the requirement that they have bilingual
education, or that they take not the handicapped that they choose
to take, that won’t cost them too much, but any handicapped child
that the public schools will take? ;

Secretary BELL. You see, the thrust of the question implies that
private schools are not now taking those numbers, and I think
there is plenty of evidence that they are.

We have looked at what is going on in Chicago where they have
a large Catholic school system, and we find all kinds of children
with all kinds of learning problems and with all kinds of income
backgrounds, and many with language deficiencies attending those
schools at the present time.

Senator CHAFEE. But they have the right to pick and choose. A
child that is too difficult, where do they send him? Back to the
public schools?

Now, if we are going to get into this I think we ought to treat
everybody fairly. And why is my suggestion not proper?
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Secretary BELL. We have contemplated the existing circumstance
related to the private schools. We have looked at their enrollment
practices and their admission practices, and I am just not con-
vinced that we are going to have this kind of weeding out of stu-
dents. I just don’t think that the evidence, as we have looked at
private schools and large private school systems that that has been
happening. I don’t think it is a serious problem. I haven’t observed
it as being that. And so why put legislation in there to solve a -
problem that you don’t have?

Senator CHAFEE. Well, Mr. Secretary, to suggest that this prob-
lem doesn’t exist, that the public schools are not required to take
these youngsters, and that no such requirement is on the private
schools, it seems to me you are being blind to the facts.

Secretary BeLL. Well, the private schools are accepting large
numbers of these youngsters now in many of the inner-city areas.
We have large private school enrollments there. Take Chicago, as
an example, and look at what the Catholic schools are doing there.
They are not just taking the bright and the talented and the major-
ity students and those of high income. That isn’t the thrust of their
commitment to these students.

Senator CHAFEE. Well, Mr. Secretary, what you are trying to do,
as I understand it, is to promote competition here to improve edu-
cation. And no matter how you slice it you have money going to
the private schools. I know Mr. Jones and the other gentleman
flanking you don’t agree with that, but the fact is public funds are
going to private schools.

Therefore, it seems to me clear that the private schools should
have the same obligations levied upon them that the public schools
do. Then we will have competition, and see how they do with the
handicapped and the immigrants and the poor and the minorities.
What do you say to that?

Secretary BELL. The students that attend these schools, private
school groups are now arguing for increased participation in a
number of our programs that we offer. And I would emphasize that
every time we introduce Federal legislation we offer that alterna-
tive possibility for private school students to participate.

We have Public Law 94-142, the Federal Education for the
Handicapped Act, and this permits participation of both public and
private in it. So the opportunity is there in our legislation at the
present time. y

I pointed out earlier our desire also to offer the option with the
chapter 1 for the disadvantaged. If that legislation passes, that will
give us another opportunity to meet that. So we think that we have
in the legislation that we are administering and that we have been
sponsoring ample opportunity to meet that with other Federal leg-
islation and other Federal funds where support is made available.

Senator CHAFEE. Are you prepared to have this legislation
amended to require that any school that accepts tuition tax credit
payments through a parent, as we have already done as far as non-
discrimination, to amend this legislation that no child could be re-
fused for disciplinary purposes that is accepted in a public school?
No child could be refused for handicapped purposes as it is in the
public school? That no child could be refused because of language
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problems? And we might as well throw in religion, too, give equal
access. Are you prepared to accept those?

Secretary BELL. No; I don’t think that we would go that far, Sen-
ator. We don’t think that that would be a wise move. Among other
things, I think it would bring Federal control and surveillance and
supervision over private schools that would be unacceptable to
many of them.

Mr. BAUER. Senator, currently under the law an individual is
permitted to give a contribution to his church and take a deduction
on his income tax. I am not aware of anyone who suggests because
we permit that the Federal Government should then attempt to
regulate the practices of that church in any of the areas that you
h}a:ve }l;nentioned. That is not perceived as ‘“Federal aid to that
church.”

We would submit that this tuition tax credit proposal is compa-
rable to the same way that we currently treat charitable deduc-
tions. .

Senator CHAFEE. Well, I am not going to get into an analogy ar-
gument. What we are interested in here is improved education.
And what you are saying is proposing a two-track system. One
track is selective, can take who they want, can reject those who
they believe are undisciplined, cannot accept those who have lan-
guage problems or handicap problems, and they go on the other
track. And then you are going to make a comparison. Obviously
the ones that skim will come out best; that’s no comparison. And
the others—the poor, the minorities, the handicapped, the immi-
grants—will be left in a group, and they will suffer, and their edu-
cation will suffer. That is the argument that I very strongly be-
lieve, and I find it difficult that you can’t agree with that.

Secretary BELL. But Senator, this has not been the result. Take
the Chicago schools, the public and private schools there. The pri-
vate schools aren’t just receiving and the enrollment isn’t just re-
lated to the picture that you just described. Indeed, there is quite a
microcosm of the population up there. Those Catholic schools are
receiving all kinds of students with all kinds of problems, and they
are willingly meeting the needs of these students.

Senator CHAFEE. Thank you, Mr. Chairman.

Secretary BeLL. Thank you.

The CHAIRMAN. Well, Mr. Secretary, it may be necessary that
you return, but I do want to get on to other witnesses.

As you have indicated, this is a very controversial bill, and those
who oppose it will obviously try to amend it.

But I would say, as far as handicapped students are concerned,
we see no problem with the amendment that we had last year that
does prevent discrimination as far as admissions are concerned, but
that also, if there are extraordinary expenses involved, we would
not impose that on any school or school district. So we may try to
address that area. 3

But there are the other areas where we will need the assistance
of you and your staff, Mr. Secretary. I think you have made an ex-
cellent presentation, and we appreciate very much your being here
this morning.

Secretary BeLL. Thank you.
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Senator MoyNIHAN. Mr. Chairman, would you allow me just to
say, I hope that I didn’t in any way give offense to the Secretary in
my comments about research. I surely didn’t intend that, and I
want to make that clear. )

Secretary BeLL. Well, I have been struttmg around as proud as
someone with a new baby, and you were implying the baby was
ugly. [Laughter.]

And naturally I was going to come back on that. Now, I under-
stand, Senator, I hadn’t ought to be so darned sensitive. You don’t
come up here to testify and be sensitive, and I'm aware of that.

Senator MoyNIHAN. Thank you.

Secretary BeLL. Thank you.

The CHAIRMAN. Thank you very much.

Our next witness is the Honorable William Bradford Reynolds,
Assistant Attorney General, Civil Rights Division.

1 don't believe there has been any change at all in the bill before
and the language worked out through the efforts of Senator Moyni-
han, Senator Bradley, myself, Senator Packwood, and others on the
committee last year, with the exception of the deletion of the provi-
sion with reference to the handicapped. If that is not a