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Preface

This report, submitted to The Regents of the University of California, provides
comprehensive data on how the students at the University of California financed
their education in the 2002-03 academic year. The Student Financial Support
unit in the Student Affairs department at the UC Office of the President compiles
this annual report, which contains data on the different types and sources of
student aid received by both undergraduate and graduate students. Also
discussed are various ways students at different family income levels finance
their education and how the University assists students in these efforts.

This document is a resource for the University community, providing analyses of
the trends and future directions in financial aid for University of California
students. It reflects the broad range of sources and types of assistance, including
scholarships, fellowships, grants, loans, work-study, teaching and research
assistantships, and on-campus employment.

Several factors contributed to the delayed publication of this report, including
technical challenges posed by a transition to a new database format, the
incorporation of summer enrollment information into selected tables, staff
turnover within the Student Financial Support unit, and competing priorities.
Note that many descriptive statistics regarding the University's financial aid
program in 2002-03 were published in March 2004 in the University's annual
report to the Governor and the Legislature, University of California Financial
Aid Programs.
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EXECUTIVE SUMMARY

In 2002-03, almost 140,000 students — 66 percent of the total enrollment — at the University of
California received over $1.8 billion in financial support. This amount includes aid from all
sources (federal, state, University, and private) and of all types (scholarships, fellowships, grant,
loans, work-study, and assistantships).

Six of every 10 UC undergraduates received some form of student financial support in 2002-03.
Three-fourths of undergraduate support at the University is awarded on the basis of need. This is
reflective of the strong link between undergraduate education and the University’s instructional
mission. The University’s undergraduate financial aid programs are designed to provide access to
a University education to those eligible students who would otherwise be unable to afford to
attend.

Over 85 percent of the University’s graduate students received some form of student financial
support in 2002-03. Nearly three-fourths of graduate support took the form of what is termed
“competitive aid” — grants, fellowships, or assistantships. This pattern is driven largely by the link
between graduate education and both the University’s research mission and its role helping the
state to meet its workforce needs. This link means that at the graduate level, financial aid needs
not only to provide access, but also to serve as a recruitment tool. Thus, the emphasis is on aid
that will allow the University to recruit and compete with other universities for top graduate
students to support the University’s research efforts and to meet workforce needs.

Financial Support for Undergraduate Students

Approximately $992 million in financial support was received by nearly 102,000 undergraduate
students enrolled at the University of California in 2002-03.

The Education Financing Model

The University has developed an integrated conceptual framework in order to: 1) guide its work
in helping students and parents manage the cost of an undergraduate education, 2) define its role
in funding the University's undergraduate student financial support programs, and 3) allocate
those funds to the campuses. This framework is known as the Education Financing Model and is
based on the following principles:

A total cost of attendance (fees, living and personal expenses, books and supplies, and
transportation) represents the context for the Model;

A a partnership among students, parents, federal and state governments, and the University is
required for the successful implementation of the Model;
A equity of expectations is needed across the entire undergraduate student body so that all

students will be called upon to make some contribution toward their cost of attendance (i.e.,
regardless of income, students have relatively similar loan and work expectations); and




A flexibility is needed both for students in deciding how to meet their expected contribution
and for campuses in implementing the Model to serve their particular student bodies.

Undergraduate Financial Aid Highlights

e In 2002-2003, slightly over 61 percent of all UC undergraduates received financial assistance
totaling $992 million. In addition, over half of all undergraduates received some form of gift
assistance totaling $525 million.

e In 2002-03, 46 percent of UC undergraduates received some form of need-based assistance.

e The average undergraduate cost of attendance at UC as measured in constant dollars
increased by 1.5 percent between 2001-02 and 2002-03.

e Per capita gift aid received by UC undergraduates declined by $10 in constant dollars
between 2001-02 and 2002-03, due primarily to the elimination of $17 million of State
support from the University’s need-based financial aid budget in 2002-03.

e Per capita borrowing among all undergraduates in 2002-03 increased by 2.8% ($118) in
constant dollars, possibly as a result of a weaker California economy, slightly higher costs,
and a slight reduction in per capita gift aid.

Financial Support for Graduate Students

Over 36,000 (86 percent of total) graduate academic and professional students received $875
million in financial support during the 2002-03 academic year.

Graduate Student Financial Aid Highlights

e In 2002-03, $875.2 million in financial aid was shared by 36,650 UC graduate students — 86
percent of all graduate students.

e Total per capita graduate student support expressed in constant dollars has generally been
increasing over the past 7 years.

e The types of assistance that make a financing package attractive to a prospective graduate
student are gift assistance and research and teaching assistantships, which are together termed
competitive aid.

e On a per capita basis, academic program graduate students received over three and one half
times as much competitive aid as professional degree program graduate students.

e Net stipend levels, which equal competitive aid less tuition and student fees, also vary by
discipline/program. These differences are driven, in part, by differences in student fees.




e After accounting for fee levels, resident students enrolled in graduate academic and graduate
professional degree programs tend to have more competitive aid than their non-resident
counterparts.

o The results of the Student Financial Support Unit’s Graduate Student Support Survey show
that overall, UC financial support offers made to students applying to academic doctoral
programs were not fully comparable to offers from non-UC competitors.

Recent Developments for 2002-03
The University's Budget

Between 1994-95 and 2001-02, resident fees paid by UC students did not increase. In addition,
resident student fees were reduced twice. Both times fees were reduced, the State agreed that the
University should retain financial aid at existing levels despite the fact that fees had decreased.
This "bonus" totaled $8 million in 1998-99 and $17 million annually thereafter, and was used to
provide additional grant assistance and reduce the need for recipients to contribute to the cost of
their education through work or borrowing. In 2001-02, the State began to feel the effects of the
downturn in the economy, and by 2002-03, base budget cuts began to take their toll on the
University. As a result, the $17 million "bonus" for financial aid was eliminated from the
University's 2002-03 budget.

In addition, the University instituted increases in mandatory systemwide student fees for the first
time in seven years and professional school fees for the first time in four years. An amount
equivalent to one third of the fee revenue generated from these fee increases was used to provide
grant aid for needy students.

State Initiatives

The state’s reconfigured Cal Grant program was implemented beginning in 2001-2002. The
2002-03 academic year marked the second year of Cal Grant entitlement awards. As anticipated,
provisions of the entitlement appear to have had only a marginal impact on the number of UC
students eligible for a Cal Grant. However, the entitlement should help UC in overcoming the
misperception that grant assistance is not available to help meet UC costs. Cal Grant awards to
UC students increased in 2002-03 in response to the $135 mid-year increase in mandatory
systemwide student fees described above.

At the same time that the state established the Cal Grant entitlement program, it also established
the Governor's Scholars Program, through which merit-based scholarships are awarded to
California high school students in grades 9, 10, and 11 with high scores on the STAR exam. The
state also established the Governor’s Distinguished Mathematics and Science Scholars Program,
which provides scholarships to public high school pupils who, in addition to qualifying for a
scholarship under the Governor's Scholars Program, obtain a specified score on advanced
placement examinations in both calculus and either biology, chemistry, or physics. Funding for
both of these programs was eliminated in 2003.
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INTRODUCTION

The wide range of financial aid programs available to University of California students do more
than provide individual students with financial assistance to help cover their expenses. Consid-
ered together, these programs, through which UC students received over $1.8 billion in financial
assistance in 2002-03, are critical to the University’s success in carrying out its missions. View-
ing undergraduate and graduate financial aid programs in terms of the University goals and mis-
sions that they serve is fundamental to understanding the University’s financial support programs
and their effectiveness.

The Goals of the University’s Undergraduate and Graduate Financial
Aid Programs

The University of California enrolled over 200,000 students in 2002-03 in support of its three-
pronged mission. California’s Master Plan for Higher Education assigns to the University the
three distinct missions of instruction, research, and public service. The University’s undergradu-
ate and graduate enrollments each are tied differently to the University’s missions. The financial
assistance programs, like other University programs, reflect the primary links between under-
graduate enrollment and the University’s instructional mission and graduate enrollment and the
University’s research mission.

The University's Instructional Mission and Financial Assistance for Under-
graduates

The University’s commitment to serving its 164,000 undergraduates is built first upon its mission
to provide instruction. California’s Master Plan for Higher Education calls for the University to
select its undergraduates from among the top one-eighth of public high school graduates. This
means that the enrollment of undergraduates centers on accommodating and serving those under-
graduate students deemed to be eligible for admission to the University.

\ ...the University’s undergraduate financial assistance
\ program is built around the goal of providing eligible stu-
‘ dents with access to the University.

Thus, it follows that the University’s undergraduate financial assistance program is built around
the goal of providing eligible students with access to the University. Undergraduate aid is in-
tended to ensure that financial concerns are not a barrier to eligible students choosing to attend
the University. Consequently, most of the undergraduate financial assistance at UC is distributed
on the basis of family financial circumstances. This assistance is intended to make the University
accessible to students who could not otherwise afford to attend the University.
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The University’s Research Mission and Financial Assistance for Graduate
Students

The University’s graduate enrollment of approximately 43,000 students is tied most directly to
the University’s research mission. The first point of enrolling graduate students is not to serve a
designated pool of Californians — indeed, there is no Master Plan goal for graduate enrollment
analogous to that for undergraduate enrollment — but rather to further both the University’s re-
search mission, which makes important contributions to the California economy, and its role in
helping the state to meet its professional workforce needs. These contributions are maximized
when the University can attract the top candidates from the pool of prospective graduate level
students to support faculty and their research.

\ Support for graduate students is intended not simply to
make the university accessible, but also to help entice top
students to choose UC over other institutions for gradu-

‘ ate study.

This means that the goal of graduate financial support differs substantially from that of under-
graduate financial support. Support for graduate students is intended not simply to make the uni-
versity accessible, but also to help entice top students to choose UC over other institutions for
graduate study. This makes graduate student support more than just a means for providing ac-
cess. It is also one of the University’s recruitment tools, the success of which is tied closely to
whether the University’s offers of financial assistance are competitive with those made by other
universities competing for the same students. Thus it follows that graduate level assistance at UC
is distributed largely based on merit in order to increase its effectiveness at recruiting strong
graduate students.

The Expenses that Financial Assistance Helps to Cover

Many students and their families think first of student fees when considering both the expenses
incurred while attending the University and how the University covers its costs of providing an
education. However, in both cases, student fees account for only a part of the complete picture.
While student fee revenues constitute an important component of the University’s revenue, the
State of California’s investment in the University and its students, which comes in the form of an
annual state appropriation, is the foundation of the University’s instructional budget. This invest-
ment makes it possible for undergraduate and graduate students at the University to obtain a
world-renowned education at fee levels that are thousands of dollars less than tuition levels at
comparable nonstate-supported universities. The benefits of this state investment (approximately
$8,000 per student) accrue to all UC students who are California residents.

\ The state investment...makes it possible for University
students to obtain a world-renowned education at fee lev-
els that are thousands of dollars less than tuition levels at
‘ comparable nonstate-supported universities.
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For students and their families, student fees are just one component of what is sometimes referred
to as the cost of attendance. At both the graduate and undergraduate levels, the University’s sup-
port programs are tied to the student budget or cost of attendance. The student budget consists of
the student's direct educational costs — fees, tuition (for nonresidents), and books and supplies —
as well as those categories of expenses that are necessary for maintaining the student while en-
rolled at the University: living expenses (room and board); health care; transportation; and mis-
cellaneous personal expenses. The sum of these categories represents the typical expenses stu-
dents and their families must plan to cover through their own resources or financial aid in order to
attend a UC campus. Student budgets are developed based on actual reported expenditures by
UC students, and to assure a more accurate reflection of actual expenses, separate budgets are
developed based on the student’s campus, living situation, and status as a graduate or under-
graduate student.

NOTE: This 2002-03 version of the Annual Report on Student Financial Support is the fourth to list most enroll-
ment and recipient counts in terms of full year equivalent enrollment. These enrollment or recipient counts are similar
in concept to the University’s three quarter average enrollments but differ in that they are based on whether a student or

recipient was enrolled at any time during a given quarter or semester rather than as of a specific census date.

Versions of this Annual Report on Student Financial Support from 1998-99 and earlier reported enrollment and
recipient totals in terms of total annual (headcount) enrollment. This amounts to a sum of the students en-
rolled/receiving aid at any time during the reporting year rather than an average of the enrollment/recipients across

academic year terms.

The change in methodology for calculating enrollment and recipient counts should yield results that both reflect all
students who receive aid (and not just those receiving aid as of a census date) and depict average award amounts in
terms of a student who is enrolled for the full academic year rather than in terms of partial year enrollment. Because
average award amounts now represent a full academic year, they are slightly higher than the averages reported based on

partial year enrollments.

In those instances where enrollment trend data are presented in this report, enrollment and recipient counts in 1999-
2000 and subsequent years are presented in terms of full year equivalent enrollment, while earlier years are presented in

annual enrollment. Footnotes mark each figure where different enrollment types are used.
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SECTION 1
FINANCIAL SUPPORT FOR UNDERGRADUATE STUDENTS

Key Points

e In 2002-2003, 61 percent of UC undergraduates received financial assistance totaling
$992 million, and 51 percent of undergraduates received some form of gift assistance to-
taling $525 million.

e The number of undergraduate recipients of need-based aid — aid granted at least in part
based on family financial resources — has been relatively constant since 1995-96. In
2002-03, 46 percent of UC undergraduates received some form of need-based assistance.

o The average undergraduate cost of attendance at UC as measured in constant dollars
increased by 1.5 percent between 2001-02 and 2002-03.

e Per capita gift aid received by UC undergraduates declined by $10 in constant dollars
between 2001-02 and 2002-03, due primarily to the elimination of $17 million of State
support from the University’s need-based financial aid budget in 2002-03.

e Per capita borrowing among all undergraduates in 2002-03 increased by 2.8% ($118) in
constant dollars, possibly as a result of a weaker California economy, slightly higher
costs, and a slight reduction in per capita gift aid.

In 2002-03, 6 of 10 University undergraduate students received financial assistance to help cover
the cost of attending the University. While this annual report focuses on the financial assistance
received by UC students, all students — whether recipients of financial assistance or not — bene-
fited tremendously from the State of California’s investment in the University. The state’s in-
vestment of over $8,000 per student results in student charges that are significantly lower than
comparable costs at independent institutions. A UC undergraduate in 2002-03 faced student fee
charges that were over $22,000 less than the tuition and fees faced by an undergraduate enrolled
at a comparable independent institution.

Figure 1-1 illustrates this differential in terms of the percentage of California median household
income required to cover fees at UC versus the percentage required to cover average tuition and
fees at an independent institution. It shows that not only do UC fees demand a far smaller portion
of median household income, but also that expressed as a percentage of median family income,
UC fees declined for seven consecutive years between 1994-95 and 2001-02, when they reached
their lowest point since 1991-92. The decline in the percent of median household required to
cover fees was driven largely by two factors: 1) steady or declining systemwide fee levels at UC,
and 2) growth in California household income levels at rates double the increases in the Califor-
nia Consumer Price Index. In 2002-03, however, the situation changed somewhat: California
median household income grew by 0.7% (in nominal terms) while UC fees increased, on average,
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by 4.2% (including a mid-year increase of $135 in systemwide fees). As a result, average UC
fees increased from 8.2% of California median household income in 2001-02 to 8.5% in 2002-03.

Figure 1-1

Average Undergraduate Tuition and Fees at UC and Selected
Independent Institutions as a Percent of California Median Household
Income, 1984-85 to 2002-03"
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\ ... average UC fees increased from 8.2% of California me-
‘ dian household income in 2001-02 to 8.5% in 2002-03.

Making a UC education accessible for all eligible undergraduate students does not stop with fees
that are substantially lower than those charged by independent institutions. In addition to facing
lower costs than their counterparts at comparable independent institutions, most UC students re-
ceive at least one form of financial assistance. In 2002-03, 61 percent of University undergraduate
students received some form of financial support. In addition, over half of undergraduates — 51

! The independent institutions in the comparison are Brown University, California Institute of Technology,
Claremont McKenna College, Columbia University, Cornell University, Dartmouth College, Duke Univer-
sity, Georgetown University, Harvard University, Massachusetts Institute of Technology, Northwestern
University, Notre Dame University, Occidental University, Pepperdine University, Princeton University,
Saint Mary's College of Moraga, Santa Clara University, Stanford University, University of Pennsylvania,
University of Southern California, and Yale University.
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percent — received gift aid, which effectively lowers the “net price” of attending the University.
For many recipients from families that cannot afford to cover the full cost of attending at the Uni-
versity, this financial assistance is what makes a University of California education possible.

\ For many recipients...financial assistance is what makes
‘ a University of California education possible.

The Cost of Attendance

The University of California’s undergraduate financial assistance programs are designed to make
the University accessible to all eligible students. Put another way, they are designed to make the
full cost of attending the university — known as the cost of attendance or the student budget —
manageable for eligible students and their families, no matter their family resources. The average
UC undergraduate student budget for the 2002-03 academic year for a California resident living
on campus broke down as follows:

Student Fees: $4,016
Books and Supplies: $1,226
Living: $9,150
Personal Expenses: $1,281
Transportation: $865
Healthcare Allowance: $524
TOTAL.: $17,062

However, undergraduate student budgets vary by such factors as residency status, campus, and
living arrangement (living with parents, on campus, or off campus).

Since 1998-99, student budgets at the campus level have been determined according to results of
the systemwide Cost of Attendance Survey (COAS). The COAS, first conducted in 1997 and then
every three years thereafter, provides the most comprehensive data available on the non-fee ex-
penditures of undergraduates attending the University. The survey's results are significant be-
cause they provide a standardized basis for the determination of the student budgets used by each
campus. These budgets reflect local economic conditions and student body spending patterns.

In addition to providing data to be used for developing student budgets, the survey results showed
that some discretionary expenses may be affected by family income. While expenditures on most
standard items (e.g. mandatory fees and books) do not differ by family income, students with
fewer financial resources are more likely to choose to spend less on some items or forego pur-
chasing an item. This can be seen in three specific expense areas: living arrangements, computer
ownership, and health insurance. Students with lower family incomes are more likely to have
lower-cost living arrangements (e.g. living with parents and commuting to campus) and less
likely to own computers or have health insurance coverage. The University recently took meas-
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ures to help address these last two differences. The University now requires all undergraduates to
have health insurance, and a health insurance allowance has been added to student expense budg-
ets. In addition, the University is including the costs associated with computer ownership in stu-
dent budgets and allowing for budget augmentations for the purchase of a computer.

Managing the Cost of Attendance: the Education Financing Model

The University’s approach to student financing is built around an integrated conceptual frame-
work that is used to:

1.

3.

guide its work in helping students and their parents manage the cost of an undergraduate edu-
cation,

define its role in funding the University's undergraduate student financial support programs,
and

determine how much undergraduate financial aid to allocate to each campus.

This framework, known as the Education Financing Model (hereinafter “the Model™), is based on
the following set of principles:

A

>

>

>

Total cost of attendance (resident student fees, living and personal expenses, books and
supplies, and transportation) represents the context for the Model;

A partnership among students, parents, federal and state governments, and the University is
required for the successful implementation of the Model;

\ A partnership among students, parents, federal and state
governments, and the University is required for the suc-
cessful implementation of the Model.

Equity of expectations is needed across the entire undergraduate student body, so that all
students — without regard to family income or resources — will be called upon to make a
similar contribution from loan and work toward their cost of attendance; and

Flexibility is needed for students in deciding how to meet their expected contribution and
for campuses in implementing the Model to serve their particular student bodies.

What do these principles mean for the parents of UC undergraduates?

A

As they prepare for their role in financing the cost of a UC education, parents need to con-
sider the entire cost of attendance, rather than merely the fees charged by the University.
Under the Model, campuses employ a cost of attendance figure that, in addition to fees, re-
flects an average of what current students report as the expenses directly associated with at-
tendance at the University, such as room and board, books and supplies, transportation,
health care, and other personal expenses.
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A

>

Parents will be expected to contribute toward this cost of attendance to the extent they are
able, as defined by federal standards, which take into account parental income and assets
(excluding home equity), as well as other factors such as family size and the number of
family members in college. Parents with particularly limited resources may have no contri-
bution expected of them.

Parents will be expected to contribute toward this cost of
attendance to the extent they are able, as defined by fed-
‘ eral standards...

The federally defined parent contribution rises rapidly as income increases, and most mid-
dle-income parents find that current income is not sufficient to meet their assigned contri-
bution. Therefore, parents with a parent contribution need to be prepared to meet at least a
part of their expected contribution by planning and saving beforehand and/or by borrowing
once their son or daughter is enrolled. Students whose parents do not fulfill their part of the
education financing partnership will face an additional work or debt burden in order to
cover their total cost of attendance.

What do these principles mean for UC students?

A

>

All undergraduates can expect to be called upon to cover part of their cost of attendance
through a combination of funds borrowed and wages earned. This “loan/work expectation”
is not identical for all students: it will vary according to campus resources and financial aid
policies. However, the Model establishes a range that will serve as a guide for campuses.
The goal of this range is to keep the loan/work expectation at a level that will enable stu-
dents to make steady progress toward completion of the baccalaureate degree (i.e., to work
no more than 20 hours per week during the academic year) and to meet their repayment ob-
ligations after graduation.

The goal...is to keep the loan/work expectation at a level
that will enable students to make steady progress toward

\ completion of the baccalaureate degree...and to meet

‘ their repayment obligations after graduation.

Students will be able to affect the amount of their loan/work expectation in a variety of
ways. By reducing expenses, students can lower their total cost of attendance and thereby
the amount they will need to earn and borrow. Conversely, students who spend more than
the average or who incur additional expenses that are not directly related to attendance will
have to work or borrow more. Students can also reduce their loan/work expectation by tak-
ing advantage of the availability of merit-based scholarships (for example, those based on
academic performance, community service, special talent, or other personal characteristics).
In addition, students can also plan ahead by saving for their college expenses before they
enroll.
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A

>

>

>

Students also can decide the balance they want to strike between work and borrowing. This
balance will depend on their individual preferences, the other resources available to them,
their ability to find academic-year employment, and the ability to save most of their sum-
mer earnings by working while living with their parents. However, in order to prevent ei-
ther one of the two components of the loan/work exception from becoming unmanageable,
all students should plan to borrow and to be employed while they are pursuing their under-
graduate degrees.

\ ...all students should plan to borrow and to be employed
‘ while they are pursuing their undergraduate degrees.

Students will be expected to apply for all federal and state financial aid grant programs
available to them.

Students will be expected to meet application deadlines in applying for financial aid. Late
applicants are generally assigned a loan/work expectation that is substantially larger than
the contribution expected of on-time applicants.

Undergraduates who are not financially dependent on their parents (according to federal
definitions) may be assigned a loan/work expectation that falls outside the range used to
guide the contribution expected of dependent students.

What do these principles mean for the University?

A

>

>

At the systemwide level, the University's activities in determining funding levels for the
University Student Aid Program, determining how these funds are allocated across the
campuses, and setting guidelines for awarding those funds to students are carried out in ac-
cordance with the principles and framework of the Model. According to the Model, these
funds, unlike funds such as endowments, are specifically for providing students with access
to the University. The Model does not set out policies and procedures for student financial
support funds generated and held at the campus level, thus encouraging campuses to de-
velop additional resources in support of their own enrollment management goals.

Although future funding levels cannot be guaranteed, the University's goal is to provide
sufficient systemwide funding to keep students' loan/work expectations within the range es-
tablished by the Model.

\ ...the University's goal is to provide sufficient systemwide
funding to keep students' loan/work expectations within
the range established by the Model.

The University will develop and update the loan/work expectation range annually. In doing
so, the University recognizes that the amount students can contribute from work will de-
pend primarily on the number of hours worked, the wages students can command, and stu-
dents' ability to find summer jobs that allow them to live with their parents and save the
majority of the earnings for use during the academic year. The earnings component of the
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loan/work ranges is based on the expectation that students will work both during the sum-
mer and between 6 and 20 hours per week during the academic year. The borrowing com-
ponent of the loan /work range reflects the portion of post-graduation earnings that students
can be reasonably expected, according to credit industry standards, to dedicate to loan re-
payment.

How UC's Undergraduates Manage the Cost of Attendance

In matters of financing and student support, the University's undergraduate student population can
be divided into three main groups:

1) Need-based aid recipients, who receive some form of financial support to help cover the
cost of attendance that is awarded on the basis of family and student financial resources;

2) Nonneed-based aid recipients, who receive no need-based aid but do receive some form
of support that is awarded without consideration of student and family resources; and

3) Nonrecipients, who receive no financial support that flows through the University (al-
though some may benefit from on-campus employment).

Figure 1-2 and Table 1-1 together illustrate trends in the division of the University's undergradu-
ate student body among students receiving need-based aid (and in some cases, honneed-based aid
in addition), students receiving nonneed-based aid only, and students receiving no aid. The per-
centage of students receiving some form of financial support grew substantially in the 1990s. At
the start of the decade, 42 percent of undergraduates received some form of financial support,
while in 2002-03, 61 percent of undergraduates received support.

The percentage of undergraduates receiving need-based aid peaked in the mid 1990s. Increases in
family income levels driven by the strengthening California economy and stable or declining stu-
dent fee levels both contributed to a slow decline in the rate at which undergraduates have quali-
fied for and received need-based financial aid from 1996-97 to 2001-02. More recently, a weak-
ened California economy and increases in both fee and non-fee components of the cost of atten-
dance contributed to an increase in the percentage of UC students receiving need-based financial
aid in 2002-03.

\ ...aweakened California economy and increases in both
fee and non-fee components of the cost of attendance
contributed to an increase in the percentage of UC stu-

‘ dents receiving need-based financial aid in 2002-03.
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Figure 1-2
Undergraduate Enrollment by Financial Aid Status,
Academic Years 1990-91 to 2002-03: Percentage Distribution 2
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The percentage of nonneed-based aid recipients has followed a very different trend. While there
was little change in the rate at which undergraduates received nonneed-based aid in the early
1990s, the rate grew steadily from 7 percent in 1993-94 to a high of 15 percent reached in 2001-
02 and sustained in 2002-03. This has been driven in large measure by increased borrowing
through the federal unsubsidized loan programs after changes enacted by the 1992 Reauthoriza-
tion of the Higher Education Act expanded access to these programs. The growth in nonneed-
based aid recipients reflects the availability of these unsubsidized loans and a continuing in-
creased demand for financial assistance among middle-income students who do not qualify for
need-based financial aid.

2 For years 1991-92 through 1998-99, percentages are calculated based on annual enrollment and recipient
counts. For 1999-00 and subsequent years, percentages are calculated based on full year equivalent enroll-
ment and recipient counts for the year indicated.
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Table 1-1
Undergraduate Enrollment by Financial Aid Status,
Academic Years 1992-93 to 2002-03: Number of Students?

Need-based Aid Nonneed-Based Non-Aid Total Enrollment
Recipients Aid Recipients Recipients
Full Year Full Year Full Year Full Year

Equivalent Annual Equivalent Annual Equivalent Annual Equivalent Annual

1992-93 = 51,352 = 9,030 -- 71,705 == 132,087
1993-94 = 56,327 = 9,456  -- 64,233 = 130,016
1994-95 = 62,017 = 10,068  -- 57,231 = 129,316
1995-96 = 67,050 = 12,130 - 52,385 == 131,565
1996-97 = 68,944 = 14,215  -- 50,865 = 134,024
1997-98 = 68,423 = 14,819  -- 53,574 = 136,816
1998-99 = 69,391 = 16,758  -- 54,390 == 140,539
]
1999-00 63,506 - 16,681 -- 54,200 -- 134,387 144,794
2000-01 63,345 - 18,592 = 56,866 -- 138,803 149,552
2001-02 66,332 - 21,257 = 58,448 -- 146,037 156,766
2002-03 69,364 - 23,527 -- 59,085 -- 151,976 163,136

The growth in nonneed-based aid recipients reflects the
availability of these unsubsidized loans and a continuing
increased demand for financial assistance among middle
income students who do not qualify for need-based finan-
cial aid.

® For years 1992-93 through 1998-99, recipients and total enrollment are reported in terms of annual en-
roliment. Beginning in 1999-00, recipients are reported in terms of full year equivalent enrollment during
the academic year. While annual enrollments represent a headcount, full year equivalent enroliments ac-
count for some students receiving aid or being enrolled for only a part of the year. Comparisons should be
made using only years with the same enrollment/recipient count methodologies.
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Need-Based Aid Recipients

A breakout of need-based aid recipients by parent income reflects both the philosophy that under-
graduate financial aid is intended to provide eligible students with access to the University and
the resulting link between family income and eligibility for need-based financial aid. Figure 1-3
shows that in both 2001-2002 and 2002-03, there were over twice as many dependent need-based
aid recipients with family incomes below $30,000 as there were dependent need-based aid recipi-
ents with family incomes of $60,000 or more.

Figure 1-3
Undergraduate Need-Based Support Recipients by Parent Income,
2001-02 and 2002-03 Academic Years
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The principal ways students cover their educational expenses are from 1) parental contributions,
2) student contributions in the form of loans and on- and off-campus employment, and 3) gift aid
in the form of scholarships and grants. Figure 1-4 reflects the average amount of the standard ex-
pense budget that need-based aid recipients at different income levels covered in each of these
ways in 2002-03. Since the net cost of education to a student and his or her family equals the cost
of attendance minus any gift aid received, the average net cost to a student and his or her family
in each income category is reflected on Figure 1-4 by the lower two shadings of each bar. This
means that the net cost of a UC education is lowest for those students and families with the lowest
parent incomes. This is consistent with a financial aid model that is centered on providing eligible
students with access.

...the net cost of a UC education is lowest for those stu-
dents and families with the lowest parent incomes.
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Figure 1-4
How Undergraduate Need-Based Aid Recipients Finance Their
Educational Expenses: by Parent Income, 2002-03 Academic Year
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Figure 1-4 also illustrates the different patterns of each financing component as one moves from
the dependent recipients with the lowest parent incomes to those with the highest family incomes.
The student contributions, in the form of loans and work, are generally similar across the family
income categories, while parental contributions increase as family income increases. Since cam-
puses award gift aid to compensate for differences in family resources, gift aid follows a trend
opposite that of parent contribution: the lower the family income, the higher the level of gift aid
(and the lower the net price).

Since campuses award gift aid to compensate for differ-
ences in family resources, gift aid follows a trend oppo-
site that of parent contribution: the lower the family in-
come, the higher the level of gift aid (and the lower the net
price).

Parent Contribution

Parent contributions are calculated pursuant to a federally authorized formula. They can be fi-
nanced from two major sources: 1) current income and savings; and 2) loans. Figure 1-5 illus-
trates how, as family income increases, parent contributions climb dramatically and the sources
used to cover those contributions change. As their incomes rise, parents increasingly rely on bor-
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rowing through educational loan programs to meet their expected contributions. Parents with in-
comes of over $60,000 used educational loan programs to cover an average of 31 percent
($2,749) of their contribution expense while parents with incomes of under $30,000 used educa-
tional loan programs to cover 14 percent ($43) of their contribution.

\ As their incomes rise, parents increasingly rely on bor-
‘ rowing ... to meet their expected contributions.

Figure 1-5

How Parents of Undergraduate, Dependent, Need-Based Aid Recipients
Finance Their Expected Parent Contributions: by Parent Income,
2002-03 Academic Year
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However, Figure 1-5 does not account for several ways in which parents are financing their con-
tributions. Anecdotal evidence suggests that in some cases, a portion of the parental contribution
from current income and savings is covered through student earnings, although precisely what
portion is not known. In addition, individuals meeting income guidelines and paying fees that are
not offset by gift aid are eligible to claim a federal tuition tax credit (see Section 3). Finally, par-
ents are, in reality, borrowing even more than what is reflected in Figure 1-5 since home equity
loans, credit card debt, and other private loans are not included in the financial aid data available
to the University. Both federal and state efforts have been implemented in recent years to lessen
the college debt burden among middle-income families. Such efforts have been aimed at educat-
ing parents of the need to begin saving early for their children's college expenses and providing
programs through which to save. A more extensive discussion of federal and state incentives for
increasing private savings for college can be found in Section 3, “Other Programs and Initiatives
to Assist Students and Their Families Finance a UC Education.”
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\ Both federal and state efforts ... have been aimed at edu-

\ cating parents of the need to begin saving early for their
children's college expenses and providing programs
through which to save.

Student Contribution from Loans and Work

Need-based aid recipients contribute to their educational expenses through both loans and earn-
ings from work. Overall, undergraduate need-based aid recipients borrowed an average of $3,652
during the 2002-03 academic year to cover their share of the cost of attendance. As Figure 1-6
shows, the total student contributions from loans were similar for all dependent student income
ranges. This outcome is consistent with the goals of the University’s Education Financing Model,
which uses grant funding to offset differences in the amount of parent contributions, and not to
achieve different levels of working or borrowing. Students did differ, however, in terms of their
percentage of loan proceeds from the different loan programs. For students with parent incomes
of below $30,000, 92 percent of loan proceeds were from the subsidized loan program, which
provides borrowers with more favorable terms. In contrast, 84 percent of loan proceeds for stu-
dents from families with parent incomes of over $60,000 were from the subsidized loan program.
In addition, while most borrowing is from student loan programs in which the student assumes a
debt, students sometimes meet a portion of their loan and work contributions with supplemental
educational loans taken out by their parents.

Independent students, generally those students above age 24, borrowed at far greater rates than
their dependent counterparts. Independent students receiving need-based aid borrowed an average
of $5,497, or 65 percent more than their dependent counterparts. In addition, a greater percentage
of their debt is from the unsubsidized loan programs. While 89 percent of need-based dependent
borrowers’ loan proceeds are from the subsidized loan program, 74 percent of need-based inde-
pendent borrowers’ loan proceeds are from this program.

Independent students receiving need-based aid borrowed
an average of $5,497, or 65 percent more than their de-
‘ pendent counterparts.
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Figure 1-6
How Undergraduate Need-Based Aid Recipients Use Loans to Finance
their Contributions: by Parent Income, 2002-03 Academic Year
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Aid recipients also contribute to their educational expenses from work, savings, and other re-
sources (e.g., gifts from grandparents or other relatives). In 2002-03, the portion of their standard
educational expenses covered from these sources amounted to $3,735 — $83 more than was con-
tributed, on average, from borrowing.

\ In 2002-03, [aid recipients’ contribution from work,
\ savings and other resources] amounted to $3,735 — $83
‘ more than was contributed, on average, from borrowing.

Figure 1-7 shows that, overall, need-based aid recipients in 2002-03 financed $1,119 (30%) of
their non-loan contribution from a combination of campus-employment and work-study earnings.
The remaining student contribution totaled $2,616. This contribution is presumed to have come
from some combination of savings, off-campus employment, and other resources.

While dependent students' contributions from borrowing were similar across all income levels,
contributions from work, savings, and other sources declined as family income rose. This pattern
results in total student contributions from loan, work, and other sources that were an average of
$1,239 (32 percent) higher for need-based aid recipients with family incomes of under $30,000
than they were for need-based aid recipients with family incomes of $60,000 or more. This dis-
parity is driven, in part, by the Cal Grant A program, which provides the same level of gift assis-
tance to eligible recipients from both middle-income and low-income families, thereby reducing
the need for middle-income recipients to borrow and work.
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Figure 1-7

How Undergraduate Need-Based Aid Recipients Use Campus
Employment and Work-Study to Finance Their Contributions:
By Parent Income, Academic Year 2002-03
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Just as independent students contribute more to their educational costs through borrowing than do
dependent students, they also contribute more, on average, through employment and savings.
These patterns result because the grant support they receive does not fully offset the absence of a
parental contribution.

...independent students contribute more to their educa-
tional costs through borrowing [and] employment and
savings. These patterns result because the grant support
they receive does not fully offset the absence of a parent
contribution.

However, the disparities in contributions from work across income ranges may not be as great as
they appear. Anecdotal evidence indicates that students from families with incomes of $60,000 or
more are more likely to need to help their parents cover their relatively large expected parent con-
tributions and that they do so by additional work. The magnitude of those contributions is not
known. To the extent that these students do make smaller contributions from loan or work, the
consistent rates of borrowing across family income levels and decline in work contributions as
family income rises indicate that these recipients with lower student contributions generally chose
to work less rather than reduce their borrowing.

The most recent SEARS results show that 36 percent of need-based aid recipients work off cam-
pus during the academic year. The SEARS results also show that those students working off-
campus earn substantially more, on average, than their counterparts working on campus. Re-
ported academic-year income averaged about $4,700 for need-based aid recipients working off
campus.
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SEARS results also showed that about 70 percent of nonneed-based aid recipients work during
the academic year. However, they are more likely to hold on-campus jobs, which pay less than
off-campus jobs. Therefore, they tend to earn less over-all than need-based aid recipients do — an
average of $3,850 for the academic year.

Finally, nonrecipients are less likely to work than students receiving aid, although over half do
work. The nonaid recipients, on average, earn more than other students do because they work
longer hours and are most likely to hold a higher-wage off-campus job. They reported academic
year earnings of about $7,325.

Gift Aid

Gift aid is the most important aid type to students since it is the only aid that actually reduces the
net cost of attending college. Since gift aid reduces the need for students and their families to con-
tribute through work, savings, or borrowing, it is particularly valuable. Gift aid can be divided
into two types: grants and scholarships/fellowships. Grants are need-based awards distributed
based primarily on a student’s family’s financial circumstances. Scholarships and fellowships are
awarded based primarily on merit or some special characteristics of a student. In the 2002-03
academic year, 85 percent of gift aid received by UC undergraduates came in the form of need-
based awards. Despite publicity about many institutions using increasing portions of their aid as
an enrollment management tool, such a trend has not occurred at UC. Consistent with its vision of
undergraduate financial aid as a tool intended primarily to provide eligible students with access to
UC, the University, through its Education Financing Model, continues to dedicate most of its un-
dergraduate financial aid resources to need-based financial aid.

Figure 1-8 illustrates how various sources of grant aid are distributed by income level for under-
graduate need-based aid recipients. The total grant aid received, as represented by the full col-
umns, shows that, among dependent recipients, students from the lowest-income families re-
ceived the largest grant awards. This is consistent with the general approach of using grants to
offset the decline in parent contributions as family income falls (as represented in Figure 1-5).

...among dependent recipients, students from the lowest-
income families received the largest grant awards. This is
consistent with the general approach of using grant fund-
ing to offset the decline in parent contributions as family

income falls.

However, the grant programs taken individually do not all follow this same pattern. The Pell
Grant and Cal Grant B programs specifically target low-income students. For these programs, the
per capita award amount declines particularly rapidly as parent income increases. Campuses also
tend to direct University grant funds to students from low-income families since they typically
need more grant funding in order to offset the lower parent contributions and keep their loan and
work expectations manageable.
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Figure 1-8
Composition of Per Capita Average Grant Aid for Undergraduate Need-
Based Aid Recipients: by Parent Income, 2002-03 Academic Year
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Total $8,068 $6,277 $4,162 $1,604 $6,102 $5,787

The decline for University grant funds does not begin as quickly as it does for the Pell and Cal
Grant B programs. University aid tends to be packaged after other types of aid, and the Pell and
Cal Grant B programs are so focused on students in the lowest family income range that similar
levels of University grant funding for students with parent incomes in the lowest two ranges keep
the loan and work expectations roughly equal.

The Cal Grant A program is the only major grant program for which per capita award size does
not decline as family income increases. This is driven by two aspects of the program. First, Cal
Grant A awards, like Cal Grant B awards, are generally made in the same amount no matter the
financial circumstances of the recipients and their families. Second, Cal Grant A awards, while
made to students eligible for need-based aid, are not directed specifically to students with the
fewest family resources. As reflected in the per capita Cal Grant A amounts presented in Figure
1-8, students with the lowest per capita family income levels receive relatively little Cal Grant A
because Cal Grant eligible students with low family incomes tend to be eligible for the Cal Grant
B program, which offers them more money. Students in the middle two income ranges tend to
have family incomes above the Cal Grant B income ceilings so have the highest per capita Cal
Grant A levels.

Figure 1-9 shows how scholarship support is distributed by income level for need-based aid re-
cipients. UC scholarships, which are awarded on the basis of academic achievement or other tal-
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ents, are similar for students in all income categories. However, students from lower-income
families earn more on average in outside scholarships than their counterparts from higher income
families. This may be driven largely by many scholarships’ focus on not just merit/special charac-
teristics, but also on need. For need-based aid recipients, scholarships generally reduce the need
to work or borrow.

Figure 1-9
Composition of Average Scholarship Aid Awards of Undergraduate
Need-Based Aid Recipients: by Parent Income, 2002-03
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When considering grant or scholarship aid, it is also important to note the great differences in the
size of the recipient populations in each income category. There were only 13,667 students from
families with incomes of $60,000 or more receiving need-based aid assistance in 2002-03, pri-
marily in the form of loans, while 27,411 UC students from families with incomes of less than
$30,000 received need-based assistance, primarily in the form of gift assistance.

Nonneed-Based Aid Recipients

While 46 percent of undergraduates in 2002-03 received need-based financial aid, 15 percent
received only nonneed-based aid and no need-based assistance. Less is known about students who
receive support that is not awarded based on family resources. However, as Figure 1-10 shows,
there are data on the numbers of these students who received gift aid, loans, and both types of aid.
Nonneed-based aid recipients tend to receive either gift aid or loans, but not both; only 9 percent
of recipients had both gift aid and a student loan in 2002-2003.
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\ While 46 percent of undergraduates in 2002-03 received
\ need-based financial aid, 15 percent received only non-
‘ need-based aid and no need-based assistance.

Figure 1-10
Number of Undergraduate Nonneed-Based Aid Recipients Receiving
Gift Assistance, Loan Assistance, And Both, 2002-03

12,163 9,156

(52%) (39%)

Gift Aid Loans

Unduplicated Total: 23,496

About 61 percent of undergraduate nonneed-based aid recipients received a scholarship or grant
during the 2002-03 academic year, and the average award for those receiving such an award was
$3,056. Approximately 48 percent of recipients borrowed through the federal education loan pro-
grams, and those who did borrowed an average of $9,636, almost 70 percent more than the aver-
age of $5,710 among need-based aid borrowers. Twenty-nine percent worked on campus in addi-
tion to receiving gift assistance or a loan, earning an average of $2,726 from this type of em-
ployment as compared to $2,726 for need-based aid recipients working on campus in nonwork-
study jobs. Overall, the average total amount of support that nonneed-based aid recipients ob-
tained from gift awards, loans, and on-campus employment in 2002-03 was $5,926, leaving the
remaining costs to be covered from parental assistance, off-campus employment, or other
sources. Need-based aid recipients, in contrast, received an average of about $12,280 from finan-
cial aid plus campus employment.

Nonrecipients

Approximatley 59,000 UC undergraduates received no grant, loan or work-study assistance
through the University during the 2002-03 academic year. These students typically come from
middle- and higher-income families, with over 80 percent of them reporting in the latest SEARS
annual parental incomes of $60,000 or more. Since they finance their cost of attendance with re-
sources that, except for on-campus employment, do not flow through the University's administra-
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tive structure, little is known about how nonrecipients manage the cost of attendance. However,
we do know (based on University databases) that in 2002-03, 13,748 nonrecipients (less than a

quarter of all nonrecipients) were employed on campus, and their on-campus earnings averaged
$3,111.

In addition, survey data from the 2000-01 SEARS found that 41 percent of students who reported
that they received no financial aid were employed off campus during the academic year. While
SEARS results show that nonrecipients are less likely to work than recipients, those who did
work had higher earnings. Nonrecipients who work off campus reported earnings of $8,543 from
off-campus employment during the academic year, which is significantly greater than the on-
campus earnings ($3,654) or the off-campus earnings ($6,002) reported by aid recipients.

Recent Trends in Student Financial Support

Cost of Attendance

The inflation-adjusted undergraduate cost of attendance at UC, which increased steadily during

the early 1990s and declined during the latter half of the decade, increased by approximately $230
(1.5%) in 2002-03 over 2001-02 levels.

\ The inflation-adjusted undergraduate cost of attendance
‘ at UC increased by approximately $230 in 2002-03.

Figure 1-11
Trends in the Undergraduate Cost of Attendance at the

University of California, Selected Academic Years 1989-90 to 2002-03;
Constant 2002-03 Dollars
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The decline in the cost of attendance during the late 1990s appears even more dramatic when
viewed relative to California median household Income. (See Figure 1-12.) The surging econ-
omy during this period resulted in growth in California median household income that was more
than double that of the California Consumer Price Index. In 2001 and 2002, however, median
California household income grew by less than 1% each year. This modest growth, coupled with
an increase in the University’s cost of attendance, led to an increase in the total cost of attendance
as a percentage of California median household income. Nevertheless, by this measure, the cost
of attendance in 2002-03 equaled that of 1998-99.

In 2001 and 2002 ... median California household income
grew by less than 1% each year. This modest growth,
coupled with an increase in the University’s cost of atten-
dance, led to an increase in the total cost of attendance as
a percentage of California median household income.

Figure 1-12
Total Cost of Attendance at the University of California as a percent of
California Median Household Income, 1995-96 to 2002-03
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Figure 1-13 shows the change in per capita levels of three types of aid — gift aid, loans, and work-
study — since 1995-96, adjusted for inflation.

In inflation-adjusted terms, per capita gift assistance levels at UC declined by $10 between 2001-
02 and 2002-03.
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Per capita loan assistance increased by 3.3% over 2001-02 levels following five consecutive years
in which students’ per capita borrowing levels declined.

Per capita work-study levels have changed little in recent years. Note, however, that most UC
students who work are not employed in work-study jobs. As a result, per capita work-study levels
are not a good indicator of the rates at which UC students are working.

Per capita loan assistance increased by 3.3% over 2001-02
levels following five consecutive years in which students’
‘ per capita borrowing levels declined.

Figure 1-13
Trends in Undergraduate Per Capita Aid by Type, 1995-1996 to
2002-03; Constant 2002-03 Dollars
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Grants and Scholarships
Recent trends in grant and scholarship support by fund are portrayed in Figure 1-14.

A Per capita federal gift aid assistance, received largely through the Pell Grant Program, in-
creased steadily beginning in the middle of the last decade. This increase was driven largely
by a series of increases in the maximum Pell Grant level, which was $2,340 in 1995-96 but
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grew to $4,000 in 2002-03. The decline in per capita federal support for 1999-2000 and flat
support level of 2000-01 likely reflected the growing relative wealth of students’ families,
fueled by California’s economic boom of the latter part of the decade.

Changes in per capita state grant aid (primarily from the Cal Grant programs) have largely
reflected changes in student fees, since the size of state grants is tied directly to student fee
levels. Per capita state grant aid was level during those years when systemwide fees were
unchanged prior to their declines in 1998-99 and 1999-2000; reductions in undergraduate
systemwide fees in those two years were the primary drivers of the declines in per capita
state assistance. The increase in per capita state grant aid in 2002-03 is partly attributable
to the mid-year fee increase of $135, which was fully covered by the Cal Grant program.

Inflation-adjusted per capita UC gift aid for undergraduates fell by $102 in 2002-03 follow-
ing four years of annual increases. This decline was primarily due to a decision by the
State to eliminate $17 million from the University’s budget for financial aid. Some histori-
cal context is helpful for understanding the State’s decision. In 1998-99 and 1999-2000,
the State provided funds to reduce systemwide fees for UC students. In both instances, the
State agreed that the University should retain financial aid at existing levels despite the
lower fees. This "bonus" totaled $8 million in 1998-99 and $17 million annually thereafter.
In 2001-02, the State began to feel the effects of the downturn in the economy. As a result,
the $17 million "bonus" for financial aid was eliminated from the University's 2002-03
budget. Although the University followed its traditional practice of returning one-third of
the revenue from the $135 mid-year fee increase to financial aid, this was not sufficient to
completely offset the decrease in the base financial aid budget.

Per capita private gift aid, while small compared to gift aid from other sources, has in-
creased by 40% over the past three years.
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Figure 1-14
Total Per Capita Undergraduate Grant and Scholarship Assistance by
Fund Source: 1995-96 to 2002-03; Constant 2002-03 Dollars*
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Borrowing

In 2002-03, per capita borrowing by UC students and their families increased by $88 in constant
dollars over 2001-02 levels, reversing a four-year trend. UC student and parent borrowing pat-
terns illustrated in Figure 1-15 suggest the following:

A The early part of the decade saw the convergence of California’s economic woes, which led
to higher student fees and a reduced capacity to pay them, and the reauthorization of the
federal Higher Education Act, which expanded student eligibility to borrow. The resulting
increases in both the demand for borrowing and the accessibility of educational loans led to
sharp increases in the rates at which UC undergraduates and their families borrowed.

\ In 2002-03, per capita borrowing by UC students and their
families increased by $88 in constant dollars over 2001-02
levels.

* Fund source represents authorizing agency for the aid program.
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Figure 1-15
Per Capita Undergraduate Borrowing by Federal Loan Program Type
and Other Loans, 1995-96 to 2002-03; Constant 2002-03 Dollars®
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The trend toward higher borrowing rates halted mid-decade and, to some degree, reversed.
Inflation-adjusted per capita undergraduate borrowing through the federal loan programs
declined each year from 1998-99 to 2001-02. The overall decline in borrowing was likely
largely attributable to several factors. The strengthening California economy allowed the
state to provide the University with the support necessary to halt fee increases and then re-
duce undergraduate systemwide fees by 5 percent in both 1998-99 and 1999-2000. The
economic recovery also increased Californians’ ability to pay for educational expenses
from resources other than student borrowing; after stagnating relative to the cost of living,
California median household income rebounded in the latter half of the 1990s. In addition,
the increased availability of grant assistance for students eligible for need-based financial
aid contributed to reduced borrowing rate.

By 2002-03, the downturn in the California economy — reflected in the weak growth in
California median household income — may have affected Californians’ ability to pay for
educational expenses from current income and savings. In addition, per capita gift support

® Other Loans include loans through the state, UC, and outside agencies. Per capita aid levels were calcu-
lated using full year equivalent enrollments/recipient counts for all years represented (enrollment and re-
cipient counts for 1997-98 and earlier were estimated).
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for UC students, which can help reduce students’ need to borrow, declined in constant dol-
lars in 2002-03. (See “Grants and Scholarships,” above.)

Figure 1-16 shows the borrowing patterns for 1999-2000 through 2002-2003 among undergradu-
ate need-based aid recipients. Borrowing in the subsidized and unsubsidized programs among
need-based aid recipients has remained generally flat, while per capita PLUS borrowing by par-
ents of need-based aid recipients has increased slightly.

Figure 1-16

Per Capita Undergraduate Borrowing Among Need-Based Aid
Recipients Through the Federal Loan Programs by Loan Type,
1999-00 to 2002-03; Constant 2002-03 Dollars
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Recent Trends in Family Income of Enrolled Students

Interest in and concern about the trends observed in the early 1990s and discussed above (e.g.,
growth in the percentage of needy students, rapid fee increases in the early 1990s, dramatic in-
creases in borrowing) led the University to begin studying undergraduate enrollment by family
income. Information on family income is collected on the undergraduate admissions application.

Figure 1-17 portrays trends in freshman enrollment since 1991 in terms of four income bands. For
purposes of this discussion, these income levels can be labeled low-income (annual family in-
come of less than $40,000); moderate-income (annual family income between $40,000 and
$80,000); middle-income (annual family income of between $80,000 and $120,000); and higher
income (annual family income of $120,000 or more). The enrollment trends by income illustrated
in Figure 1-17 can be summarized by the following points:

A The enrollment patterns of first-time freshman students from low-income families do not
appear to be driven by fee levels. While many individuals are concerned about the impact
of rising fees on low-income students, the period of the sharp fee increases between 1991
and 1994 was associated with an increase in the proportion of low-income undergraduates,
while the period of stable and declining fee levels that followed was associated with a de-
crease in the proportion of these students.

>

These income trends among UC's freshmen reflect similar trends among California's popu-
lation as a whole. During the recession of the early 1990s, the percentage of UC freshmen
from low-income families increased as did the percentage of low-income families in all of
California. Likewise, during the economic growth of the late 1990s and early 2000s, the
percentage of low-income families decreased among both UC freshmen and the state popu-
lation. In 2002-03, the percentage of low-income families once again increased, as did the
percentage of low-income families in the state population.

\ These income trends among UC's freshmen reflect similar
‘ trends among California's population as a whole.

A March 2002 study funded by the Irvine Foundation in March 2002 showed that relative to other
top universities in the nation, UC is doing an outstanding job of enrolling students from poor and
working-class families. The study examined the percentage of students at top public and private
universities across the country who received federal Pell Grants, which are awarded to students
from particularly low-income families. UC campuses occupied the top three positions on the list:
UCLA had the highest enrollment (34.8%), followed by UC Berkeley (30.1%) and UC San Diego
(28.7 percent). UC campuses ranked significantly better than other flagship public institutions
such as the University of Virginia (9%), the University of Wisconsin (11%), the University of
Michigan (12%) and the University of North Carolina (12%). UC campuses also ranked better
than other California institutions in the study, including the University of Southern California
(27%), Stanford University (10.8%), and Cal Tech (16.2%).
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Figure 1-17

First-Time California Resident Freshman Enrollment Systemwide by
Parent Income and Cohort Year, Percent Distribution, Constant 2001
Dollars®
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| Fall 1993 32.4% 29.0% 21.2% 17.3%
O Fall 1994 34.7% 29.2% 18.7% 17.4%
O Fall 1995 32.3% 29.0% 23.6% 15.1%
B Fall 1996 30.6% 28.7% 23.8% 16.8%
o Fall 1997 28.7% 29.0% 23.8% 18.5%
| Fall 1998 29.9% 29.2% 21.9% 19.0%
O Fall 1999 29.2% 28.4% 21.8% 20.6%
W Fall 2000 30.5% 27.3% 21.7% 20.5%
@ Fall 2001 29.6% 26.9% 20.8% 22.6%
O Fall 2002 31.2% 26.7% 19.8% 22.3%

® Data from freshman admission application. Data excludes first-time freshmen for whom parent income is
unknown. Percentage unknown ranged from a high of 19.4 percent in Fall 2000 and Fall 2001 to a low of
9.8 percent in Fall 1997 and Fall 1995.
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SECTION 2
FINANCIAL SUPPORT FOR GRADUATE STUDENTS

Key Points

¢ Beyond making the University accessible to students who lack the resources to cover the
cost of attending UC, graduate student support programs serve as a recruitment tool.

e In 2002-03, $875.2 million in financial aid was shared by 36,650 UC graduate students —
86 percent of all graduate students.

e Total per capita graduate student support expressed in constant dollars has increased in
6 of the past 7 years.

e The types of assistance that make a financing package attractive to a prospective
graduate student are gift assistance and research and teaching assistantships, which are
together termed competitive aid.

e On a per capita basis, academic program graduate students received over three and one
half times as much competitive aid as professional degree program graduate students.

e Net stipend levels, which equal competitive aid less tuition and student fees, also vary by
discipline/program. These differences are driven, in part, by differences in student fees.

e After accounting for fee levels, resident students enrolled in graduate academic and
graduate professional degree programs tend to have more competitive aid than their
non-resident counterparts.

e The results of the Student Financial Support Unit’s Graduate Student Support Survey
show that overall, UC financial support offers made to students applying to academic
doctoral programs were not fully comparable to offers from non-UC competitors.

The University of California’s graduate level financial assistance programs are designed to make
the University competitive with other universities seeking to recruit the same graduate students.
This means that beyond making the university accessible to students who lack the resources to
cover the cost of attending UC, graduate student support programs must serve as a recruitment
tool. They must support the University’s efforts to compete with other institutions for top-tier
graduate students to support its research and workforce development missions.

\ ...beyond making the university accessible to students

\ who lack the resources to cover the cost of attending UC,
\ graduate student support programs must serve as are-

‘ cruitment tool.
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The Regents of the University adopted the University’s student support policies in 1994, immedi-
ately after a series of large systemwide fee increases were adopted in the early 1990s. The Re-
gents’ policy on graduate student support references the need both to provide opportunity to stu-
dents from a range of economic backgrounds and to support the University’s research mission
and workforce development duties. It states, in part:

“The University’s graduate student support policy is guided by the University’s re-
sponsibility to meet the nation’s and State’s need for a highly educated workforce of
faculty, scholars, researchers, and professionals and by the University’s interest in
providing educational opportunities to students of all socioeconomic backgrounds. In
meeting these needs, it is necessary that the University attract a diverse pool of highly
qualified students who are willing and able to pursue graduate academic and profes-
sional degrees.”

From the Regents’ policy, the Council of Graduate Deans derived the four following goals for the
University’s graduate student support program:

1. To attract both high quality and diverse graduate students in a competitive environ-
ment. Since top-tier graduate students are fundamental to any high quality graduate program,
they are in demand. Attracting the top graduate students to UC takes not only excellent pro-
grams, but also competitive financial support packages. To be competitive, the University
must ensure that financial support is available in adequate amounts, in appropriate forms, and
for a period of years appropriate to each student’s program of study.

2. To enable students to complete their degree programs in a timely manner. This goal is
based on the assumption that inadequate support drives students toward employment outside
the University, which tends to interfere with progress toward completing a program. Assis-
tance from the university — particularly fellowships and research assistantships —is associated
with reduced time-to-degree.

3. To enable graduate students to meet the cost of attending the University. Unlike most of
the University’s undergraduate students, most of the University’s graduate students are self-
supporting. Because so many of them lack family resources, they generally need assistance
in meeting the costs associated with their graduate education.

4. To promote the educational objectives of the programs in which the students are en-
rolled. Most graduate programs are structured to provide students with a range of experi-
ences, including opportunities for teaching and research. Student financial support can be
structured to facilitate these opportunities.

Graduate enrollments and the University’s ability to compete successfully for top graduate stu-
dents are continuing matters of concern at UC. In September 2001, the University-established
Commission on Growth and Support of Graduate Education, whose membership comprised Re-
gents, faculty, students, and administrators, issued its report. The Commission outlined a plan to
increase graduate enrollments by 50 percent by 2010 that included steps to increase financial sup-
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port for graduate students. The steps address the need both to fund a larger number of graduate
students and to attract top students as competition for top-notch graduate students increases.

The Commission’s report states that spending on assistantships will need to increase by 2010 by
$215 million (in 1998-99 dollars) beyond what is currently available. In addition, support for
fellowships and internships will need to increase by $90 million. The specific recommendations
centering on student support include the following:

e The creation of a state-supported repayable teaching fellowship program that provides re-
cipients with the incentive to teach in California,

e Anincrease in both the number of federal fellowships and stipend levels

e The creation of a UC Graduate Fellowships Endowment to generate funding to support first-
year and dissertation-year fellowships.

o The exemption of RA and TA salaries from income taxes
e The development of a state-supported need-based grant program for graduate students,
e The creation of state incentive grants for students awarded prestigious national fellowships.

To date, progress in achieving these goals has been constrained by the economic downturn in
California and at the national level.

TOTAL GRADUATE STUDENT SUPPORT

Total support for graduate students has increased by over 60 percent over the past seven years,
from $539.4 million in 1995-96 to a total of $875.2 million in 2002-2003. As demonstrated in
Display 2-1, this funding includes aid of different types. In 2002-2003, gift assistance and
loans/work-study accounted for 30 and 27 percent respectively of graduate assistance, while the
remaining 43 percent was in the form of assistantships, which provide students with the opportu-
nity to participate in teaching or research related to their field of study. These percentages have
varied little over the reporting period.

\ In 2002-2003, gift assistance and loans/work-study ac-
counted for 30 and 27 percent respectively of graduate
assistance, while the remaining 43 percent was in the

‘ form of assistantships ...
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Figure 2-1
Total Graduate Student Support by Type, 1995-96 to 2002-03"
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m Assistantships | $228,201,137| $233,734,923| $242,109,044 $255,586,917| $272,988,060| $293,031,901 $332,839,702| $378,830,042
@ Gift $160,097,488 $172,576,892 $183,313,164 $191,259,841| $194,717,890 $217,270,942| $237,802,164 $259,123,733
Total $539,413,691 $569,978,114) $599,130,856 $626,409,299| $649,632,112 $695,241,125 $774,145,715 $875,184,528

This assistance came from a range of sources that differ by aid type. As shown in Figure 2-2, gift
assistance comes largely from University-sponsored programs — 72 percent in 2002-03. In con-
trast, 93 percent of loan aid came through federal programs.

Figure 2-2
Graduate Gift and Loan/Work-Study Support by Program Administra-
tor, 2002-03"
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Gift Assistance Loans/Work-Study
0O Outside Programs $19,530,348 $14,695,978
O State Programs $2,720,815 $374,284
| University Programs $187,694,105 $2,563,478
@ Federal Programs $49,178,465 $219,597,013
Total $259,123,733 $237,230,753

! Includes funding for students enrolled in self-supporting graduate programs.
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The $875.2 million in graduate level assistance administered through the University in 2002-03
was shared by 36,650 graduate students — 86 percent of all graduate students enrolled at the Uni-
versity. Support recipients received an average of over $23,879 in assistance of all types and
from all sources; per capita assistance for all graduate students (including non-recipients) totaled
$20,496 per graduate student.

The $875.2 million in graduate level assistance adminis-
tered through the University in 2002-03 was shared by

\ 36,650 graduate students — 86 percent of all graduate stu-

‘ dents enrolled at the University.

As Figure 2-3 illustrates, per capita graduate student support in constant dollars has increased
moderately over the past seven years. Per capita assistantship support has increased at the fastest
rate over the past six years — 12 percent after accounting for inflation. Gift support increased by 9
percent over the period, while loan and work-study support together increased by 4 percent.

Figure 2-3
Per Capita Graduate Student Support by Type, 1995-96 to 2002-03;
Constant 2002-03 Dollars?®
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1995-96 | 1996-97 | 1997-98 | 1998-99 | 1999-00 | 2000-01 | 2001-02 | 2002-03
O Loans & Work Study | $5,268 | $5,480 | $5,632 | $5,646 | $5,476 | $5,272 | $5,358 | $5,556
| Assistantships $7,936 | $7,826 | $7,849 | $8,036 | $8,217 | $8,353 | $8,763 | $8,872
O Gift Assistance $5,567 | $5,778 | $5,943 | $6,013 | $5,861 | $6,193 | $6,261 | $6,068
Total $18,770 | $19,085| $19,424 | $19,695 | $19,553 | $19,818 | $20,381 | $20,496

2 Includes funding for students enrolled in self-supporting graduate programs.
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Total 2002-03 per capita support for graduate students of $20,496 was substantially more than the
total per capita support for undergraduate students of $6,034 in the same year. This difference is
attributable primarily to the different purposes of undergraduate and graduate assistance. As de-
scribed earlier, undergraduate support centers on access, while graduate support centers on re-
cruitment. This difference manifests itself in terms of both the percentage of students receiving
awards and the sizes of these awards. Since the emphasis at the undergraduate level is on need-
based support, awards are directed at those students with financial eligibility. At the graduate
level, support focuses on recruitment, which means that there is more emphasis on merit-based
support that is directed more broadly at all students the University wishes to attract, and not just
those who are financially unable to attend the University without help.

\ At the graduate level, support focuses on recruitment,
which means that there is more emphasis on merit-based
support that is directed more broadly at all students the

‘ University wants to attract.

In addition, while undergraduate awards are sized to make the university accessible, graduate
awards must be sized to make the University accessible and to be competitive with the awards
that prospective students are receiving from competing institutions. Furthermore, within this
competitive context, the following factors also add pressure to increase the sizes of awards made
to graduate students.

e Graduate students generally have a higher cost of attendance than undergraduates, and so
need higher levels of assistance to cover costs.

e Since graduate students are more likely than undergraduates to be from outside of California,
they are more likely to be charged the added fees and tuition associated with being a nonresi-
dent student.

e Unlike undergraduate students, graduate students are generally considered financially inde-
pendent and do not rely on parental support.

e Graduate students are more likely to be married and have dependents.

e While most undergraduates and graduate students work, graduate students are far more likely
to have assistantships, which, unlike most jobs held by undergraduates, are recorded as assis-
tance and included in support figures.

e Graduate students receive greater amounts of merit-based support.

e Graduate students are authorized to borrow more annually through the federal loan programs
than are undergraduates.
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DETAILED BREAKDOWNS OF GRADUATE SUPPORT

While over-all levels of support or average support levels for graduate students are instructive,
they do not capture the great variation in the levels and types of financial support among different
groups of graduate students. Breakdowns of graduate student support by such factors as disci-
pline, academic/professional status, and residency status yield real contrasts in levels and types of
support and allow for a more complete understanding of graduate student support at the Univer-
sity of California.

Graduate Assistance by Academic/Professional Status

Figure 2-4 illustrates the differences in per capita assistance provided to graduate academic and
graduate professional degree students. It shows that in 2002-03, graduate academic students re-
ceived 33 percent — $5,772 — more aid per capita than their professional degree program counter-
parts. In addition, a far greater portion of the aid that they received came in the form of gifts and
assistantships — the most desirable types of assistance. On a per capita basis, academic program
graduate students received 61 percent — $2,743 — more gift assistance than professional degree
program graduate students. In addition, the low per capita assistantship support for professional
degree students reflects the very small number of assistantships provided to students enrolled in
these types of programs.

\ On a per capita basis, academic program graduate stu-
\ dents received 61 percent — $2,743 — more gift assistance
‘ than professional degree program graduate students.

Figure 2-4
Per Capita Student Financial Support by Type of Graduate Academic
and Graduate Professional Degree Students, 2002-03
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0O Loan/ Work-Study $2,113 $1,737
O Teaching Assistantship $5,585 $649
B Research Assistantship $8,076 $359
O Gift Assistance $7,250 $4,507
Total $23,024 $17,252
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While graduate academic degree students rely heavily on gift assistance and assistantships to fi-
nance their educations, graduate professional degree students rely far more heavily on loans.
Their per-capita loan amount of $11,737 accounted for 68 percent of their assistance and was
over five times that of graduate academic students.

These differences in the financing patterns of graduate academic program and graduate profes-
sional degree program students reflect fundamental differences in approaches to financing for
these two groups of graduate students.

Competition is the most significant of the range of factors driving these differences. As refer-
enced earlier in the description of graduate assistance generally, financial assistance at the gradu-
ate level is a recruitment tool. Thus, the financing patterns shown above are generally reflective
of what is required for the University to be competitive with institutions seeking to attract the
same students. This means that the financing patterns observed among UC’s graduate academic
program and graduate professional degree students are similar to the financing patterns at com-
peting academic institutions.

...financing patterns observed among UC’s graduate stu-
dents are similar to the financing patterns at competing
‘ academic institutions.

There are many additional factors that contribute to the differences in financing patterns among
academic program and professional degree graduate students. For example, professional degree
program students can typically anticipate higher earnings. These higher earnings can make pay-
ments on large levels of student debt manageable (see below for additional discussion on this is-
sue). In addition, academic graduate students are typically enrolled for longer periods of time than
their professional degree counterparts, so a single annual debt level will mean less cumulative
debt for a student in a professional degree program.

Graduate Academic Students

Graduate Assistance by Discipline and Program

While there are clear differences in the types of aid received by graduate academic and graduate
professional students, there are also substantial differences among graduate academic students
enrolled in different disciplines or programs.
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Figure 2-5
Per Capita Student Financial Support for Academic Graduate Students
by Type of Aid and Discipline, 2002-03
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O Loan/Work-Study $1,083 $4,819 $1,230 $2,946 $1,352 $4,823 $1,639 $2,962 $2,920 $2,113
0O Teaching Assistantship $2,972 $8,030 $965 $10,681 $3,816 $4,861 $7,711 $3,001 $8,599 $5,585
B Research Assistantship | $13,613 $721 $8,470 $1,136 $10,822 $3,613 $11,013 $5,468 $2,955 $8,076
O Gift Assistance $4,703 $7,833 $12,438 $7,617 $9,106 $7,334 $6,127 $6,647 $7,955 $7,250
Total $22,371 $21,403 $23,103 $22,380 $25,096 $20,631 $26,490 $18,078 $22,429 $23,024

Figure 2-5 illustrates differences in both the total levels of support and the types of support re-
ceived by academic discipline. Variation in total support among the disciplines is generally mod-
erate, with students pursuing an academic doctoral degree at a professional school being the ex-
ception. Students in the life and physical sciences received the most aid per capita in 2002-03,
while those pursing an academic doctoral degree in a professional school received substantially
less than students in any other discipline.

However, given the competitive forces driving the provision of graduate level financial assis-
tance, perhaps the more interesting conclusions to be drawn from this chart center on the compo-
sition of aid. The types of assistance that make a financing offer attractive to a prospective stu-
dent — so-called “competitive aid” — are gift assistance and teaching and research assistantships. If
one then considers only competitive aid, which is represented by the lower three shades of each
column in Figure 2-5, a different pattern emerges. While students in the life and physical sci-
ences received the highest levels of competitive aid, students pursuing academic degrees in the
fine arts, from professional schools, and in the “Other” disciplines category had the lowest levels
of competitive aid. Students in the fine arts and the “Other” disciplines had higher levels of total
support than academic students enrolled in professional schools because they borrowed more.
With their lower levels of gift and assistantship support, these students borrowed to a greater ex-
tent than other graduate academic students to help cover their educational costs.

\ The types of assistance that make a financing offer attrac-
\ tive to a prospective student — so-called competitive aid —
are gift assistance and teaching and research assistant-
ships.
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There are additional differences between the disciplines in terms of the types of assistantships.
Because research assistantships are frequently tied to graduate students’ studies, they are typically
considered more desirable than teaching assistantships. Excessive reliance on teaching assistant-
ships tends to increase time-to-degree. Students in the humanities, fine arts, and social sciences
are more likely to have teaching assistantship awards. Those in engineering/computer science
and the hard sciences are more likely to receive research assistantships, and between their grant
and research assistantship awards, they have the highest levels of the most desirable types of aid.

Net Stipend: Measuring the Value of Graduate Financial Aid

The use of graduate level financial support as a recruitment tool makes aid levels far more mean-
ingful if they are compared to expenses. From the student perspective, the true value of a financ-
ing package can be measured by accounting for two factors. First, the aid types we have labeled
“competitive aid” make an offer truly desirable. Gift assistance and research and teaching assis-
tantships are the desirable types of aid that help students to progress through their programs and
lessen the need to borrow. Second, assistance levels have far more meaning when compared to
tuition and fees students are charged. For example, in order to provide the same amount for stu-
dent living expenses, an award from a high cost institution must be correspondingly larger than an
award from a school with low tuition and fees. To address these issues and provide assistance
levels with a broader cost context, the next set of displays shows net stipend levels.

Net stipend is the amount of competitive aid that a student has remaining after covering total tui-
tion and fees charged. Net stipend is calculated by taking the total gift and assistantship support
and subtracting from it the total fees charged. The average UC graduate academic student in
2002-03 had fellowship, grant, research assistantship, and teaching assistantship assistance that
exceeded fees by nearly $12,660.

\ Net stipend is the amount of competitive aid that a stu-
‘ dent has remaining after covering total tuition and fees...

Figure 2-6 presents per capita net stipend amounts and per capita student fee levels for graduate
academic students by program. The full column for each discipline represents the total competi-
tive aid received. While the University’s fee schedules do not differ by graduate academic pro-
gram, there are some substantial differences in actual amounts students pay. These differences
are largely attributable to the different proportions of students enrolled in these disciplines paying
non-resident fees and tuition. In 2002-03, 52 percent of engineering/computer science students
were either domestic nonresident or international students, resulting in students in this discipline
having per capita fee levels 23 percent higher than they were for graduate academic students over
all.
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Figure 2-6
Academic Graduate Student Per Capita Competitive Aid Awards Ap-
plied to Fees and Net Stipend by Discipline, 2002-03
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These differing average fee levels drive the differences between net stipend patterns, shown in the
lower shade of Figure 2-6, and the total levels of competitive aid, as represented by the full col-
umn. Among those disciplines with generally similar average fee levels, the net stipend pattern is
generally similar to the competitive assistance pattern. However, the higher per capita fee levels
for students studying engineering and computer science means that while students in this disci-
pline had the fourth highest level of per capita competitive assistance, they had only the sixth
highest net stipend level.

Figure 2-7 shows how the per capita net stipend has changed over the past four years. Between
1999-00 and 2002-03, the per capita net stipend for all academic disciplines expressed in constant
dollars has climbed by 6 percent. During this period, there has been little change in the relative
ranking of academic disciplines in terms of the average net stipend received by students: students
in the physical and life sciences regularly received the highest average net stipends, and students
in the fine arts and in professional school disciplines regularly received the lowest average net
stipends.
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Figure 2-7

Per Capita Net Stipend for Graduate Academic Students by Discipline,
1999-00 through 2002-03; Constant 2002-03 Dollars
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Doctoral/Masters Status

In the academic disciplines, doctoral students far outnumber masters students. Universitywide,
only 16 percent of graduate academic students in 2002-03 were pursuing a master’s degree. In
addition to being far smaller in number, the academic program masters students receive far
smaller net stipends than their counterparts pursuing doctoral degrees. As illustrated in Figure 2-
8, across all disciplines, masters degree students in graduate academic disciplines had net stipends
that were much lower than those of doctoral degree students.

...masters degree students in graduate academic disci-

plines had net stipends that were much lower than those
‘ of doctoral degree students.
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Figure 2-8
Per Capita Net Stipend for Graduate Academic Students by
Master’s/Doctoral Status and Discipline, 2002-03°
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Residency Status

Although the University’s research and public service missions mean that domestic nonresident
and international students are an important part of the pool of students for whom the University
competes, three-quarters of graduate academic students are California residents.

\ ...resident students in nearly all disciplines received
\ higher levels of net support than their domestic nonresi-
‘ dent or international student counterparts.

Across all graduate academic disciplines in 2001-02, per capita levels of both competitive support
and total support were higher for both domestic non-resident and international students than they
were for California residents. However, a breakdown of net stipend by residency status and dis-
cipline shows that once fee levels are accounted for, resident students in nearly all disciplines re-
ceive higher levels of net support than their domestic nonresident or international student coun-
terparts. Put another way, the higher levels of support received by non-resident and international
students was not enough to offset the additional charges they faced as non-residents.

# Academic Total reflects academic students enrolled in professional schools, who were otherwise excluded
from the display due to the very few enrolled academic master’s students.
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As shown in Figure 2-9, the pattern in most disciplines has California residents receiving higher
average net stipends than both domestic non-residents and international students. The Univer-
sity’s Commission on the Growth and Support of Graduate Education expressed concern that the
lower net stipend for non-resident students may be an indicator that the University is struggling to
compete for these students.

Figure 2-9
Net Stipend by Graduate Academic Discipline by Residency Status,
2002-03
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Domestic Non-Res Enrollment 463 149 157 228 289 90 438 73 360 2,246
International Non-Res Enrollment 2,931 152 346 335 658 146 931 267 755 6,520

Is the University’s Assistance for Graduate Academic Students Competitive?

As described in the opening section of this report, the basic purpose of graduate financial assis-
tance is to permit the University to compete for and attract the highest-caliber students to support
its research and public service missions and to meet the state’s manpower needs. To this point,
the descriptive nature of this section of this report has conveyed the levels of financial support
provided to the University’s graduate students. However, the question remains whether this as-
sistance is adequate to allow the University to compete for students.

In its report, the University’s Commission on the Growth and Support of Graduate Education
concluded that the University will need an additional $215 million annually by 2010 to make
graduate financial support offers competitive and support an additional 11,000 graduate students.
The Commission said that the need for increased graduate support is greatest for graduate aca-
demic students, and particularly for doctoral students.

page 46



In February 2002, the University’s Student Financial Support Unit released the results of survey
designed to assess the competitiveness of financial support offers made to prospective UC doc-
toral students. The survey was distributed to students admitted to the University’s academic doc-
toral programs in fall 2001, and responses were gathered from both students who chose to attend
UC and those who chose to attend non-UC institutions. The report, entitled Determining the
Comparability of Graduate Student support: Evidence from the 2001 Graduate Student Support
Survey, showed that overall, UC financial support offers made to students applying to academic
doctoral programs were not fully comparable to offers from non-UC competitors. Systemwide,
the per capita UC net stipend was $1,363 lower than the per capita non-UC net stipend. Further-
more, this difference was driven by both lower net stipends for those admitted students who re-
ceived offers of financial support from UC and the fact that UC offered fewer of these admitted
students financial support in the first place.

\ ... overall, UC financial support offers made to students
\ applying to academic doctoral programs were not fully
‘ comparable to offers from non-UC competitors.

Accounting for California’s cost of living and the composition of UC’s awards makes UC offers
less competitive still. In addition, UC offers were less likely to include fellowship assistance and
research assistantships—the most desirable of the competitive aid types.

These university-wide patterns did not apply to each campus and discipline. The competitiveness
of financial assistance offers to graduate doctoral students differed widely by campus. This varia-
tion was a function of both differences in UC campus net stipend levels and differences in the
institutions each campus competes with to attract students. Thus, while the Berkeley campus had
the third highest net stipends over-all of the eight general campuses at UC, it was also further be-
hind its competing institutions than any of the other campuses since its competing institutions
provide a higher per capita net stipend than any other general campus’s competing institutions.

In addition, there was variation across disciplines. At one extreme, applicants in the life sciences
had the highest per capita net stipends at UC — per capita net stipends that were slightly higher
than those of competing institutions. At the other extreme, applicants in the social sciences at UC
had per capita net stipends that were less than half those of applicants in the life sciences at UC
and were nearly one third less than the per capita net stipends at non-UC institutions.

GRADUATE PROFESSIONAL DEGREE STUDENTS

As described in the opening of Section 2 of this report, financing patterns among graduate profes-
sional degree program students differ substantially from the financing patterns among graduate
academic degree program students. Figure 2-4 shows how graduate professional degree students
receive less aid per capita than their graduate academic counterparts and rely more heavily on
loan assistance. While per capita borrowing among graduate professional degree program stu-
dents was $11,618, per capita borrowing among graduate academic degree students averaged only
$2,037 in 2002-03. However, the financing patterns differ substantially by professional degree
program, and in keeping with the framework underlying the net stipend concept, it is important to

page 47



consider both the amount and types of aid received as well as fees charged to more fully under-
stand financing patterns.

As illustrated in Figure 2-10, students in each of the graduate professional degree programs bor-
rowed more per capita in 2002-03 than students in any of the graduate academic disciplines.

Figure 2-10
Per Capita Student Financial Support for Graduate Professional De-
gree Students by Aid Type and Program, 2002-03

$25,000
$20,000
$15,000 - —
$10,000 - -
$5,000 e
$0
Other
. . Teacher
Business Law Medicine Other Health . Total
) Credential
Science
0O Loan/Work-Study $11,362 $16,126 $14,813 $6,994 $14,275 $5,706 $11,738
O Teaching Assistantship | $1,542 $490 $130 $1,421 $61 $253 $649
B Research Assistantship $291 $163 $54 $1,138 $45 $201 $359
O Gift Assistance $3,151 $4,005 $7,350 $4,039 $4,600 $2,818 $4,507
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Figure 2-10 also shows the variability in the per capita financing patterns among students in the
professional degree programs. This variability is larger than that observed among students in the
different academic disciplines and follows some different patterns. Among graduate academic
students, those in disciplines with lower competitive aid levels tended to borrow more, presuma-
bly to offset their lower competitive aid levels. This resulted in less variability in total aid re-
ceived per capita than in either competitive or loan aid received per capita. Students in profes-
sional degree programs tend not to follow such a trend. Among professional degree students in
2002-03, medical students had the highest per capita competitive award levels and the second
highest rate of borrowing. Their total per capita aid received was more than twice that of students
in teacher credential programs — the group of students who borrowed the least per capita.
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\ ...students in each of the graduate professional degree

\ programs borrowed substantially more per capita in 2002-
03 than students in any of the graduate academic disci-
plines.

These differences in per capita financial support among students in the various graduate profes-
sional degree programs can be explained in part by striking differences in the amount of student
fees paid. Per capita fee levels are lowest among Teacher Credential program students and are
highest — three times as high — among Business program students. These differences, illustrated
in Figure 2-11, are driven largely by two factors. The first is the different rates at which the pro-
fessional degree programs enroll students who are charged non-resident tuition and fees. The
percentage of students who are California residents ranges from a low of 60 percent in business
degree programs to a high of 98 percent in teacher credential degree programs.

Another factor driving differences in student fees charged are the University’s Student Fees for
Selected Professional Degree Students. These fees, paid in addition to regular systemwide and
campus-based fees paid by other graduate students, are assessed on business, law, and medical
students as well as most students in other health science fields (i.e. dentistry, pharmacy, veteri-
nary medicine, nursing, and optometry). These charges are intended to reflect the charges of
comparable, high-quality institutions across the country and ranged from $1,950 for nursing stu-
dents to $6,400 for law students for 2002-03. The absence of a Student Fee for Selected Profes-
sional Degree Students for those enrolled in the teacher credential program is reflected in the low
per capita aid levels for credential students.

Net Fee Levels

As shown in figure 2-11, the competitive aid received by graduate professional degree students
typically does not fully cover student fees. Since graduate professional degree students, unlike
their graduate academic counterparts, typically have no stipend remaining after covering fees,
total aid for graduate professional degree students is framed here in terms of net fee levels rather
than in terms of a negative net stipend. Like the net stipend figure, net fees are derived from
comparing fees with total amount of competitive aid. However, in the case of net fees, the out-
come is the total fees not covered by some form of gift assistance, research assistantship, or
teaching assistantship.

Per capita fees covered by competitive aid and per capita net fee levels by graduate professional
degree program are presented in Figure 2-11. In addition, the full column for each degree pro-
gram represents the per capita fee levels. This figure illustrates that many graduate professional
degree program students pay a large portion of their fees through their own resources, including
working and borrowing. Further, it also shows that competitive aid levels do not generally offset
the differences in fee levels among the professional degree programs. Business programs, with
some of the highest Fees for Selected Professional School Students as well as the highest portion
of students paying nonresident fees, easily have the highest per capita net fee levels, with law
programs following behind.
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Students in teacher credential programs have the lowest net fee levels. This is largely attributable
to the implementation of the Governor’s Teacher Scholars program at UC beginning in summer
of 2000. Students enrolled through the Governor’s Teacher Scholars program have their fees
fully covered with gift assistance.

Figure 2-11

Per Capita Fees Covered by Competitive Aid and Per Capita Net Fees
Covered by the Student by Graduate Professional Degree Program,
2002-03

$20,000
$15,000
$10,000 -
$5,000 - H H
$0
Other
. - Teacher
Business Law Medicine Other Health ) Total
) Credential
Science
m Net Fees Covered by Student | $11,335 $8,815 $4,020 $809 $5,325 $2,080 $5,016
o Fees Covered by Aid $4,984 $4,658 $7,534 $6,598 $4,706 $3,272 $5,515
Enroliment 1,608 2,418 2,565 3,061 2,460 1,594 13,706

\ ...professional degree program students in all programs
\ have negative net stipends since their competitive aid... is
‘ inadequate to cover their student fees.

Residency Status

While the University’s graduate professional degree programs recruit both resident and non-
resident students in order to meet the state’s workforce needs, 86 percent of professional degree
program students in 2002-03 were California residents. The percentage of students who were
California residents ranged from 98 percent for students in teacher credential programs to 60 per-
cent for students in business programs. However, the impact of recruiting non-resident students
on per capita fee and net fee levels varies by program length since domestic non-resident students
can establish residency in a year. This means that a domestic non-resident business student who
is enrolled for two years can establish residency for only half his or her time enrolled. Medical
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students, in contrast, are enrolled for four years, so a domestic non-resident medical student who
enters a UC medical school can establish residency for three-quarters of his or her time enrolled.
International non-resident students cannot establish residency. Business programs had the highest
percentage by far of international students enrolled in 2001-02 — 28 percent. The percentage of
international students was generally limited to single digits in the other programs.

Figure 2-12
Per Capita Net Fees by Graduate Professional Degree Program by
Residency Status, 2002-03*

$25,000
$20,000 -
$15,000 -
$10,000 -
$5,000 -
$_
$(5,000
( : Other Teacher
Business Law M edicine Other Health : TOTAL
. Credential
Sciences
O California Residents $7,341 $7,454 $3,826 $(872) $4,938 $1953 $3,781
B Domestic Non-Residents $18,608 $17,421 $12,606 $6,531 $14,761 $7,337 $13,090
O International Non-Residents $16,824 $20,866 $- $7,531 $14,702 $- $13,490
Resident Enrollment 943 2045 2473 2132 2238 109 10938
Domestic Non-Res Enrollment 197 248 63 263 70 23 862
International Non-Res Enroliment 441 75 2 332 25 5 879

Figure 2-12 shows that for all professional degree programs, non-resident and international stu-
dents are particularly lacking in support. Resident students’ net fee levels are substantially lower
than they are for students who are not California residents. Resident students in “Other” pro-
grams actually had competitive aid that more than covered their fees (thus the negative net fee
levels). Not surprisingly, business and law students, who pay the highest average fees and had the
highest net fee levels overall for 2002-03, have the highest 2002-03 net fee levels for each resi-
dency status represented in Figure 2-12.

* Figures in the "Other" category include masters students in other professional disciplines (public health,
architecture, education, journalism, etc.), most of whom do not pay the Student Fees for Selected Profes-
sional Degree Students. There was insufficient data to report results for international medicine or teacher
credential students.
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\ ...for all professional degree programs, resident students
\ were far better off than domestic non-resident or interna-
‘ tional students.

Manageability of Professional Degree Program Student Loan Debt

The heavy reliance by graduate professional degree program students on borrowing may appear
ominous. The large per capita loan figures look to be particularly high when one considers the
potential cumulative debt upon completing a graduate professional degree program over two,
three, or four years. However, the limited data available on cumulative debt levels and expected
salaries of professional school graduates suggest that the borrowing rates, while high, are man-
ageable.

Among students in graduate professional degree programs, students in business, law, medicine,
and other health science disciplines have particularly high per capita borrowing levels. Among
borrowers, the average loan levels ranged from about $18,500 for students in other health science
disciplines to $21,200 for business students. (Note, however, that relatively few business stu-
dents borrow compared to students in the other disciplines mentioned above, and their program
lasts only two years.) The projected total debt levels for these students upon graduation are sub-
stantial. However, their projected first-year income upon graduation is substantial as well.

For each of the three disciplines, the resulting debt-to-income ratios — the ratio of annual loan
payments to first-year annual salary — are below 10 percent. This places the payments for the first
year within the range considered manageable according to credit industry standards. These stan-
dards typically earmark the percentage of annual income that can be dedicated to loan repayments
at between five and 15 percent. The higher end of this range is likely appropriate for professional
degree program graduates since it is typically used for borrowers in the higher income ranges.
The prospect of salary increases after the first year working suggests that these borrowers’ debt-
to-income ratios will likely improve.

...students who borrow to finance a graduate professional
degree program at UC can achieve earnings that make
‘ their debt levels manageable.

While this information indicates that in the aggregate, graduate professional degree program stu-
dents’ loan debts are manageable, it is recognized that individual borrowers may accumulate ag-
gregate debt that exceeds these standards. For such students there are options, such as graduated
or income contingent repayment plans, to reduce monthly payments. We have no direct evidence
on the extent to which the prospect of payments on student loan debt may have had some impact
on job or career choice upon completion of a professional degree program.

page 52



Is the University’s Assistance for Graduate Professional Degree Students Competi-
tive?

Despite the lower net stipends for professional degree program students, competition for students
guides financing patterns for these students just as it does for those graduate students enrolled in
academic programs. We know that students in graduate professional degree programs at compet-
ing institutions rely more heavily on borrowing than their graduate academic counterparts just as
they do at UC. However, we do not yet know just how UC’s financing offers compare to those at
competing institutions.

The University’s recently completed survey of graduate students accepted for admission for the
fall of 2001 was limited to students studying in academic disciplines. In the future, this survey
may be expanded to include students applying to professional degree programs in order to obtain
a more complete picture of the competitiveness of graduate financial assistance at UC.
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SECTION 3
OTHER PROGRAMS AND INITIATIVES TO ASSIST STUDENTS AND THEIR
FAMILIES FINANCE A UC EDUCATION

University Programs and Initiatives

The University's Budget

As discussed in Section 1 of this report, the University did not raise its mandatory systemwide
student fees between 1994-95 and 2001-02. In addition, resident undergraduate systemwide fees
declined by five percent in 1998-99, and resident systemwide fees for undergraduate and graduate
students declined by five percent in 1999-2000. At the same time, the state has provided support
to the University allowing funding levels for the University's financial aid programs to be main-
tained despite the fee reductions, thereby creating an additional benefit to University of California
students and their families. The elimination of this additional benefit in 2002-03, which totaled
$17 million, reduced the amount of funding that would have otherwise been available for under-
graduate and graduate student support.

In addition, in 2002-03, the University increased mandatory systemwide student fees for the first
time in seven years and professional school fees for the first time in four years. These fee in-
creases were necessary to offset budget cuts that otherwise would have been targeted at instruc-
tional programs. The University set aside one-third of the revenue generated from these fee in-
creases to augment its financial aid programs in order to assist financially needy students.

State Programs and Initiatives

Cal Grants

The 2002-2003 academic year marked the second year of implementation of the reconfigured Cal
Grant programs. Created during the 1999-2000 legislative session, the Cal Grant Entitlement Pro-
gram provides recent high school graduates and dependent students transferring from a community
college with the guarantee of a Cal Grant if they have a minimum GPA and meet other eligibility
criteria. Under the terms of the entitlement program, program funding is adjusted to match the
number of students meeting eligibility criteria rather than having the eligibility criteria adjusted to
match the funding. This means that applicants will have a better idea of what it takes to qualify for a
Cal Grant entitlement award before they ever apply.

In addition to the entitlement component, the reconfigured Cal Grant program includes a limited
competitive component for students who are not eligible for entitlement awards. These changes ul-
timately mean an increase in the number of awards for students qualifying for an entitlement award
— those just out of high school and dependent students transferring to a community college — but
likely a decrease in the number of awards for students who do not qualify for an entitlement award
— generally those who are not of a traditional college-going age.
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Cal Grant awards to UC students increased in 2002-03 in response to the $135 mid-year increase in
systemwide fees.

Governor’s Merit Scholarships

In 1999-2000, two new merit scholarship programs for California high school students were im-
plemented. The Governor's Scholars Program provides $1,000 scholarships to California 9", 10™
and 11™ graders based on their scores on certain standardized tests (i.e. the STAR exams). Schol-
arships are awarded to students who score in the top 5 percent of their grade level statewide or in
the top 10 percent at their schools. The Governor's Distinguished Mathematics and Science
Scholars Program provides a $2,500 scholarship to public high school pupils who, in addition to
qualifying for a scholarship under the Governor's Scholars Program, obtain a specified score on
an advanced placement examination in both calculus and either biology, chemistry, or physics.
State funding for both programs was eliminated in 2003.

ScholarShare Trust College Savings Program

The state of California’s ScholarShare Trust College Savings Program (hereinafter referred to as
the "ScholarShare Trust™) was established to encourage all families, and especially those in the
middle income ranges, to embark upon a program of systematic saving to help cover their chil-
dren’s college expenses. In recent years, an increasing portion of middle-income families have
found that they lack the savings or current income to cover their contributions to their children's
educational expenses. These families have been turning at increasing rates to the federal unsubsi-
dized loan programs in order to meet these costs. In response to this growing trend and changes to
the federal tax code, the state created the ScholarShare Trust.

The ScholarShare Trust, like other states” so-called Section 529 savings plans, provides parents
(and others such as grandparents) with a tax-advantaged college savings option. The program
manages individual accounts, which are pooled into large funds and invested in a number of dif-
ferent instruments (i.e., stocks, bonds, money markets, or a combination of these). Contributions,
which are made with after-tax income, are accepted until the account’s value reaches the benefi-
ciary’s projected education expenses at an independent (private) college or university. Pursuant to
provisions of the Economic Growth and Tax Relief Reconciliation Act of 2001, the earnings from
these investments are not federally taxable if used for qualified higher education expenses (tuition
and required fees, books, supplies, equipment, and eligible room and board expenses). In addi-
tion, California has conformed the state tax code to the federal one on this matter, thereby making
earnings from ScholarShare or other state-sponsored 529 programs exempt from state income tax.
Savings withdrawn for non-qualified expenses are subject to a financial penalty.

Among the advantages of the ScholarShare Trust are the following: no income limits for inves-
tors, low minimum contribution amounts, and convenient payment arrangements. Investors bene-
fit mostly from the tax-exempt status of their earnings but also from the professional management
of funds that the program provides and the convenience of a structured savings plan.
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Federal programs and initiatives

Federal Education Tax Credits

The two federal education tax credits, the Hope Scholarship Tax Credit and the Lifetime Learning
Tax Credit, are available to taxpayers for tuition and required fees paid less grants, scholarships,
and other tax-free educational assistance. Eligibility for both is phased out for joint filers who
earn between $85,000 and $105,000 in modified adjusted gross income, and for single filers who
earn between $42,000 and $52,000 in modified adjusted gross income.

Hope Scholarship Tax Credit

The Hope Scholarship Tax Credit is targeted to make the first two years of college more avail-
able. Students or their parents (if claiming the student as a dependent) may receive a 100 percent
tax credit for the first $1,000 of tuition and required fees paid and a 50 percent credit on the sec-
ond $1,000. The credit can be claimed for a maximum of two tax years for students who are en-
rolled in any portion of their first two years of higher education and on at least a half-time basis in
a degree or certificate program.

Lifetime Learning Tax Credit

The Lifetime Learning Tax Credit is targeted at adults reentering college, changing careers, or
taking courses to upgrade their job skills. It is also available to juniors, seniors, and graduate level
students or other students ineligible for Hope credits. A family may receive a 20 percent tax
credit for the first $10,000 of qualified educational expenses paid each year. The maximum credit
is $2,000 per return.

UC and the Federal Education Tax Credits

The University surveyed a cross-section of its students who received an IRS Form 1098T form
from the University in January 2000. The survey was conducted in order to learn about the rates
at which UC students and their families are making use of the tax credits. Approximately 29 per-
cent of the UC students or families responding to the survey indicated that they had claimed ei-
ther the Hope or Lifetime Learning Tax Credit. Since the University estimates that approxi-
mately 37 percent of all students are eligible for the tax credits, this means that most eligible stu-
dents and their families actually claimed them. Furthermore, based on these responses, we have
been able to extrapolate that UC students and their families claimed approximately $79.6 million
in education tax credits for the 1999 tax year.

Above-the-Line Tax Deduction for Higher Education Tuition and Related
Expenses

The Economic Growth and Tax Relief Reconciliation Act of 2001 includes provisions establish-
ing a new higher education expense deduction which provides relief to families whose incomes
disqualify them from participation in the Hope and Lifetime Learning tax credits. Single filers
with incomes of up to $65,000 and joint filers with incomes of up to $130,000 will qualify for a
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$4,000 deduction. In addition, single filers with incomes of more than $65,000 but less than
$80,000 and joint filers with incomes of more than $130,000 but less than $160,000 will qualify
for a $2,000 deduction.

Student Loan Interest Deduction

The student loan interest deduction reduces the burden of loan repayment by allowing taxpaying
borrowers to take a tax deduction for interest paid during repayment on student loans. The deduc-
tion is available even if the taxpayer does not itemize other deductions. The maximum deduction
is $2,500. The Economic Growth and Tax Relief Reconciliation Act of 2001 eliminated a 60-
month time limit on student loan interest deductions and increased the income ceilings for eligi-
bility for the interest deduction to $65,000 for single filers and $130,000 for joint filers. The de-
duction is available for all educational loans, including loans made to students or parents, guaran-
teed student loans, loans from private lenders, and loans made before the student loan interest
deduction was passed into law.

IRA Withdrawals for Higher Education Expenses and the Education IRA

Taxpayers may withdraw principal contributions penalty-free from either a traditional Individual
Retirement Account (IRA) or a Roth IRA for their own higher education expenses or those of a
spouse, child, or grandchild. Earnings on a traditional IRA are taxed when they are withdrawn,
and contributions may be taxed when withdrawn depending upon whether they were originally
tax deductible. Individuals may contribute to a traditional IRA without regard to income, al-
though income does have a bearing on whether the contributions are tax deductible.

If the holder of a Roth IRA meets age requirements, then contributions may be withdrawn pen-
alty-free if they are used to cover qualified education expenses.

In addition, for each child under the age of 18, families may deposit $2,000 per year into an Edu-
cation IRA (now called a Coverdell Education Savings Account, or CESA) in a child's name. Al-
though contributions are not tax deductible, earnings on the Education IRA accumulate tax-free
and no taxes are due upon withdrawal if the money is used to pay for postsecondary tuition and
required fees (less grants, scholarships, and other tax-free educational assistance), books, supplies
equipment, and eligible room and board expenses. Income eligibility to contribute to an Educa-
tion IRA is the same as that for the Roth IRA.

U.S. Savings Bonds

The interest on U.S. Savings bonds is, in certain circumstances, tax-free when bond proceeds are
used to cover eligible education expenses. Individuals who are at least 24 years of age and pur-
chase Series EE or Series | bonds may withdraw bond proceeds tax-free if they are used to cover
tuition or fees or contributions to a Qualified State Tuition Program such as ScholarShare or an
education IRA. Eligibility for tax-free withdrawals is a function of income level when the bond is
redeemed, and is phased out for individuals filing jointly with incomes of between $87,750 and
$117,750 and for individuals filing singly with annual incomes of between $59,850 and $74,850.
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Figure 4-13
Graduate Financial Support by Program Type and Aid Type, 2002-03

100%

90%

80% -

70% -

60%
50% -
40% -

30%

[E—]
20% -
10% -
0%
Academic Professional
O Loan/Work-Study 9% 68%
0O Teaching Assistant 24% 4%
| Research Assistant 35% 2%
O Fellow ship/Grant 31% 26%

A Graduate academic students receive almost all their financial support — about 90 percent —
in the form of merit-based awards, i.e., fellowships and assistantships. This percent is un-
changed from 2001-2002.

A Support for graduate academic students is up by 13 percent over 2001-2002 levels.

A Graduate professional students, on the other hand, receive 68 percent of their support in the
form of student loans and work-study and only 32 percent of their support in the form of
merit-based awards.

A Support for graduate professional students is up by 2 percent over 2001-2002.
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GLOSSARY

Key to Notations: F=Federal, S=State, U=University

Bureau of Indian Affairs Grants™
Some of UC’s Native American students receive additional support from this Federal Program.

Cal Grant A Program®

This is the largest of the State’s aid programs and provides fee-coverage grants to needy, merito-
rious undergraduates.

Cal Grant B Program®

This program provides undergraduates from particularly low-income or disadvantaged back-
grounds with a fee-coverage grant and a stipend for living expenses. First-year recipients gener-
ally receive the stipend only.

Cal Grant C Program®

The smallest of the Cal Grant Programs, Cal Grant C provides vocational students with fee-
coverage grants and an allowance for training-related costs, such as equipment, books, supplies,
and transportation.

Education Abroad Program (EAP)"

This program provides UC students with the opportunity to study abroad through University-
sponsored programs. EAP students are eligible for financial assistance.

Federal Direct Loan Program"”

This umbrella program encompasses three federal student loan programs funded with loan capital
provided by the federal government; postsecondary institutions act as the lending agent for subsi-
dized and unsubsidized student loans and unsubsidized parent loans for undergraduate students
(PLUS). This program is an alternative to the Federal Family Education Loan Program (FFELP).

Federal Family Education Loan Program (FFELP)"

This umbrella program encompasses three federal student loan programs guaranteed by the fed-
eral government and funded with loan capital provided by banks and other lending institutions:
subsidized and unsubsidized Stafford loans for students and unsubsidized parent loans for under-
graduate students (PLUS). This program is an alternative to the Federal Direct Loan Program.

Federal Fellowships™

UC’s graduate students receive Federally funded fellowships from many Federal agencies, among
them the National Science Foundation, the Public Health Service, and the National Institutes of
Health, and from a variety of Federal programs, such as the Foreign Language Area Studies Pro-
gram, the Fulbright-Hayes Program, and the programs authorized by Title IX of the Higher Edu-
cation Act.

page 73



Federal Work-Study (FWS) Program®

Federal funds, institutional funds, and employer contributions combine to pay the salaries of
needy undergraduate and graduate students employed through this program.

Graduate Fellowship Program®

This small State program provided fee coverage awards for needy meritorious graduate academic
and professional students who declared their intent to teach at the postsecondary level. The pro-
gram is being phased out and new awards in this program were last made in 1998-99. The pro-
gram is being replaced by the Graduate Assumption Program of Loans for Education, through
which payments will be made on participants’ student loans once they teach at the postsecondary
level in California.

Health Education Assistance Loans (HEAL) "

This program’s unsubsidized, nonneed-based loans are relatively expensive and are used by UC
health professions students as a fund source of last resort.

Health Professions Student Loans (HPSL) and Nursing Student Loans (NSL) "

Needy UC students in health profession fields receive additional funding from these two small,
institutionally managed loan programs.

Pell Grant Program®

This, the largest aid program directly funded and administered by the Federal government, pro-
vides grants to undergraduates who meet its stringent need criteria.

Perkins Loan Program (formerly National Direct Student Loan [NDSL] Program)©

Federal capital contributions, institutional matching funds, and, above all, collections from former
UC students combine in this program, which is administered by the University under stringent
Federal regulations. Both undergraduate and graduate students receive need-based, low-interest
loans from this program.

President’s Washington Scholarship Program"

This program provides scholarships to financially needy students who are participating in an in-
ternship in Washington, D.C.

Research Assistantships”

The University maintains three research assistantship programs in areas of critical need: the arts
and humanities, in order to provide more research support; engineering and computer science, in
order to attract more domestic students to graduate work in these fields; and doctoral education in
community college administration, to support community college administrators preparing for
leadership roles in administration. Funds are awarded as merit-based graduate research appoint-
ments. These programs fall under the research budget.
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Robert C. Byrd Honors Scholarship Program®*

This State-administered Federal program provides non-renewable merit-based awards of $1,500
to outstanding high school seniors for their first year of postsecondary study.

State Work-Study®

This program provides needy undergraduates and graduate students at participating campuses
with funding for employment related to their academic majors or their career goals.

Supplemental Educational Opportunity Grant (SEOG) Program"”

The UC Campuses manage these Federal grant funds and use them to provide additional grant
awards to low-income undergraduates.

University Student Aid Program (USAP)"

The largest of the University’s need-based student support programs, the University Student Aid
Program is used to provide need-based grant, loan, and work-study awards to undergraduate and
graduate students. Budget augmentations to the USAP are made from the State General Fund and
are indexed to budgeted enrollment growth and to annual fee increases.
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INFORMATION ON ATTACHMENTS

1. Sources for Data: UCOP Corporate Student System.

2. All recipient counts are unduplicated.

3. Postbaccalaureate teacher credential candidates are included in graduate enroliment figures.
4. Health sciences residents are excluded from graduate enrollment figures.

5. Health insurance fee remissions are awarded only to teaching and research assistants.

Additional Notes for Attachment C

A The appearance of Pell Grant awards at the graduate level is caused by
students who moved from undergraduate to graduate status within a fi-
nancial aid award year.

A “Other Federal Support” includes Bureau of Indian Affairs Grants, Nurs-
ing Grants and Loans, Health Education Assistance Loans (HEAL) and
Health Professions Student Loans (see Glossary for definitions).

A This attachment does not include federally funded teaching and research

assistantships, Social Security benefits, and veterans’ benefits.

Additional Notes for Attachment E

A Starting in 1984-85, funds formerly counted as Private and Outside
Agency Scholarships are counted as Private and Outside Agency Grants.

>

Starting in 1986-87, Nonresident Tuition Fellowship funds, formerly
counted as Grants, are counted as Scholarships (for undergraduates) and
Fellowships (for graduates).

>

It is not possible to disaggregate postbaccalaureate students from other
students for the years prior to 1988; therefore, they are included in some
years as undergraduates and in other years as graduate students.

>

Starting in 1990-91, Cal Grant A funds, formerly counted as Scholarships,
are counted as Grants.

The University of California, in compliance with Titles VI and VII of the Civil Rights Act of 1964, Title IX of the Education
Amendments of 1972, Sections 503 and 504 of the Rehabilitation Act of 1973, the Age Discrimination in Employment Act
of 1967, and the Age Discrimination Act of 1975, does not discriminate on the basis of race, color, national origin, religion,
sex, handicap, or age in any of its policies, procedures, or practices; nor does the University, in compliance with Section
402 of the Vietnam Era Veterans Readjustment Act of 1974, and Section 12940 of the State of California Government Code,
discriminate against any employees or applicants for employment because they are special disabled veterans or veterans
of the Vietnam era, or because of their medical condition (cancer-related, as defined in Section 12926 of the California
Government Code), their ancestry, or their marital status; nor does the University discriminate on the basis of citizenship,
within the limits imposed by law or University policy; nor does the University discriminate on the basis of sexual orienta-
tion. This nondiscrimination policy covers admission, access, and treatment in University programs and activities, and
application for and treatment in University employment. Any individual may file a complaint of discrimination with the
University. Civil law remedies, including injunctions and restraining or other court orders, may also be available. Inquir-
ies regarding the University’s equal opportunity policies for students may be directed to Margaret Heisel (510) 987-9572.
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