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I. Introduction

A. Identify the problem

i. Uncoordinated policies

ii. Implicit costs/taxes from lost financial aid

iii. Actual rates of returns and investment options

B. Explain the different ESP options

i. 529 Investment Accounts

1. brief description

2. treatment for tax purposes

3. treatment for financial aid purposes

ii. 529 Tuition Prepayment

1. brief description (digress slightly on historical attempt at this)

2. treatment for tax purposes

3. treatment for financial aid purposes

iii. Coverdell’s

1. brief description

2. treatment for tax purposes

3. treatment for financial aid purposes

iv. Education Savings Bonds 

1. brief description

2. treatment for tax purposes

3. treatment for financial aid purposes

v. IRA Retirement Accounts

1. brief description

2. treatment for tax purposes

3. treatment for financial aid purposes

C. Discuss research that has been done in this area

i. Dynarski

ii. A. Dick & A. Edlin

iii. Taber, Hechman, Lochner

D. Layout plan of paper

i. Using a more recent testing to test Dick & Edlin model and estimate implicit tax

ii. Using these est. implicit taxes in Dynarski model (rather her generic estimates to calculate returns to these plans)

II. Introduce the data

A. NPSAS 2000

B. Identify the variables

i. Cost and Calculation

ii. Sex

iii. Race

iv. Age

v. Residency Status

vi. Applied for student aid (y/n)

vii. Total Aid (Calc)

viii. Aid Value (Calc)

1. explain use of loan percentage

C. Explain assumptions

i. Treatment of heterogeneity

ii. Treatment of selection biases

iii. Rates of returns on earnings and assets

iv. 2 Children in school sequential (total 8 yrs)

v. Calculations of EFC

vi. Investment

1. $1000 in plan

2. equal draw downs

3. % earnings, % contributions

III. Specify the model

A. Tobit model (because some students receive no aid)

i. Define

ii. Separate Public and Private institutions

1. estimate statistics

2. estimate statistics with added explanatory variables

a. demographic variables enter financial aid determination through EFC calc and Cost

iii. Explain reason for non-linear assumption

iv. Explain results of the estimation

1. Likelihood ratio statistic

2. Calculation of Avg. and marginal implicit taxes

3. What marginal rate implies for low – high means families

B. Set up Dynarski plan value model

i. Explain the relevant variables from previous model

ii. Calculate the explicit taxes on assets and earnings

1. specify which portion taxed

2. specify parent and student rates

iii. Put implicit and explicit into the model to calc value

1. low-mean family

2. middle-mean family

3. high-mean family

iv. Describe results

IV. Summary & Conclusion

A. Explain what implicit taxes were found

B. Explain effect on plan values and what this means for different income families

C. Describe further research that needs to be done on implicit costs

i. Cost of restricted savings to high vs. low means families

ii. Administrative and monitoring costs of these plans

iii. Cost of complicated plans (“confusion costs”)

D. Incentives vs. Disincentives of ESP and federal aid policies

V. Tables

A. Table 1: Regression estimate of coefficients on the variables

B. Table 2: Summary table of implicit taxes

C. Table 3: Summary table of ESP’s and their implicit/explict tax rates

D. Table 4: Summary table of ROR calculations for the different plans

