A donor is considering a $5.5 million gift to Carleton.  The donor wants this money to enhance financial aid by reducing student loan burdens, diminishing the extent of need sensitive admissions, and/or expanding the Posse program.  Your task is to draft a proposal for the donor, suggesting exactly how we would use the gift.
Fred Rogers tells you that this endowment will produce approximately $250,000 in income every year.

To being your work, you ask the admissions office to suggest several scenarios for using this money.  They send back the attached information.  (Note: The figures in this example did NOT come from our admissions office and should not be taken as accurate for any purpose outside this workshop.  But they are constructed to be in the ballpark of reality so that we can grapple with the reality of the trade-offs we face.)
For context, you are told that collectively students currently take out $20 million in student loans every year.  In addition, about 4.5% of the entering class is admitted “need sensitive”—a choice that saves us about $500,000.
The admissions folks also remind you that the college recently initiated an Access Scholarship program aimed at reducing students’ debt burden.  Scholarship amounts vary by family income.

	Income Level
	Access Scholarship
	Resulting Reduction in Indebtedness

	Less than $40,000
	$4,000
	70%

	$40,001-$60,000
	$3,000
	50%

	$60,001-$75,000
	$2,000
	33%


As the table above shows, those receiving a $4,000 scholarship experience a 70% reduction in indebtedness at graduation.  Those receiving $3,000 and $2,000 see a reduction of about 50% and 33% respectively.

Target Loans
	Policy
	Effect

	Reduce loans for all students more or less proportionately


	Reduce loans by 1% across the board.  

	Expand Access Scholarship program to include more students
	New $1,000 scholarships for students from families with incomes between $75,001 and $110,000 reduce total indebtedness by about 15% for these families



	Increase Access Scholarships evenly among the current target group
	Increase all Access Scholarship levels by $700.  Compared to loan levels before we created the Access Scholarship program, students with family incomes lower than $40,000 see a reduction in loans of 82%.  Those with family incomes of $40,001-$60,000 and $60,001-$75,000 see reductions of 52% and 45% respectively.



	Increase Access Scholarships with the goal of eliminating loans entirely for the most needy


	The new program entirely eliminates loans for those with incomes below $50,000.  Those between $50,000 and $75,000 are unaffected.

	Increase Access Scholarships for those with incomes between $40,000 and $75,000 to a level closer to the award given to those with incomes less than $40,000
	The awards for those with family incomes of $40,001-$60,000 and $60,001-$75,000 increase to $4,000 and $3,200 respectively.


Target Need Sensitivity
	Policy
	Effect

	Reduce need sensitivity for all income brackets more or less proportionately


	Cut degree of need sensitivity by half from a little more than 4.5% of the class to around 2.25%

	Reduce need sensitivity as much as possible
	The way to accomplish this is to target the dollars toward families at the middle of the income distribution (they still receive aid, but the amount they receive is small and so this is the cheapest group for us to exclude from need sensitivity).  Currently need sensitive admissions applies to families with incomes lower than $150,000.  After the policy, need sensitive admissions is limited to families with incomes lower than $55,000.  The degree of need sensitivity falls from about 4.5% of the class to around 1.75%.


	Target reductions in need sensitivity at the bottom of the income distribution to support the maximum socioeconomic diversity
	We can eliminate need sensitivity entirely for families with incomes below $50,000.  But the fraction of need sensitive admissions (borne by families with incomes between $50,000 and $150,000) only falls from 4.7% to 3%.


Expand Posse

	Policy
	Effect/Cost

	Add another Posse
	We currently have one Posse group per class.  The group is made up of 12 students.  The cost of administering the program (including recruitment and faculty mentoring) is about $125,000.  While the Posse students  receive extensive financial aid, admissions tells you that you can effectively ignore these costs because the effect of the Posse program is to change which low-income students we admit rather than increase the number admitted.  In other words, any increase in financial aid paid to Posse students would be matched with an equal reduction of financial aid dollars paid to another (no longer admitted) student.


