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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

MEMORANDUM FOR JIM BAKER 

FROM: 

SUBJECT: 

CHRIS DeMUTH ~;;J 

Senator East's Letter on Redefining Federal 
Financial Assistance and the Dispute between 
the Departments of Education and Justice 

You requested a fact sheet and our comments on the issues raised 
in Senator East's letter of December 18, 1981. The Senator asked 
for "your thoughtful consideration" of a rule change under 
development by the Department of Education, but opposed by the 
Justice Department. 

Enclosed with the Senator's letter was a copy of a letter 
co-signed by sixteen Senators and sent to the Attorney General on 
December 15, 1981. Their letter urged the Attorney General to 
support a Department of Education proposed change in the 
definition of Federal financial assistance. 

Education proposed to amend its current civil rights regulations 
to exclude the Department's claim of jurisdiction over colleges 
where financial assistance is delivered directly to students. The 
Department of Justice believes that this proposal runs counter to 
the legislative history of the various statutes and case law. 

Edwin Meese met with Secretary Bell and the Justice Department on 
this issue on January 4, 1982 and reached a compromise settlement 
of the dispute. This compromise would eliminate all schools that 
only participate in the guaranteed student loan program from the 
definition of those receiving Federal financial assistance. All 
schools whose students receive Pell grants or other direct 
assistance would continue to be covered by the Department's civil 
rights regulations. 

Education believes that about 525 of the 6,000 educational 
institutions might benefit from its rule change, and 325 might 
benefit from the Meese compromise. These are extremely soft 
estimates. 

After Education revises its proposed rules to conform to the Meese 
compromise and obtains Justice's approval, the rule will be 
submitted to OMB for review under E.O. 12291. OMB and the 
Presidential Task Force on Regulatory Relief have not yet been 
involved. 



Any change in the existing rule will generate considerable 
controversy. Few may be satisfied by the Meese compromise. 
However, the change will move toward the position held by the 
Senator and by various educational institutions and conservative 
organizations. The Education proposal would have satisfied them 
more. Both the Education Department's proposal and the Meese 
compromise will be extremely unpopular with minority and civil 
rights groups. 

Any decision on changing the existing definition of Federal 
financial assistance could establish a precedent for programs of 
assistances to students administered by other agencies, such as 
the Veteran's Administration. 

The following attachments are provided: the fact sheet 
(attachment A) ; the options paper prepared by the Education 
Department for Edwin Meese; and an article in today's Washington 
Post on the Meese meeting along with newspaper columns on the 
issue prepared by President Reagan when he was a private citizen 
in 1977 and 1978 (attachment C) . 

Attachments 

cc: Boyden Gray 
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Attachment A 

FACT SHEET 

Redefinition of Federal Financial Assistance 

On September 25, 1981 the Education Department submitted a 
draft notice of proposed rulemaking to the Justice Department 
for review as required by E.O. 12250. 

The Education Department proposed to amend its current civil 
rights regulations to exclude the Department's claim of 
jurisdiction over educational institutions where Federal 
financial assistance is disbursed directly to students without 
going through the institutions. The statutes affected were: 
Title VI of the Civil Rights Act of 1964 (race discrimination); 
Title IX of the Education Amendment of 1972 (sex 
discrimination); and Section 504 of the Rehabilitation Act 
(discrimination on the basis of handicap). 

The Education Department proposal covered guaranteed student 
loans and funds disbursed directly to students under the Pell 
Grant program as well as other smaller financial assistance 
programs. 

Up to now, 99 percent of the funds disbursed under the Pell 
program has been distributed through colleges and not directly 
to the students. 

Education argued that its redefinition of Federal financial 
assistance was consistent with the Civil Rights Act's 
legislative history and statements made by Senators Hubert 
Humphrey, Ribicoff and Pastore that distinguished between 
direct and indirect payments to individuals. Justice disagrees 
with this interpretation on the basis of their reading of 
legislative history and case law. 

According to the Education Department, its original proposed 
change might benefit approximately 525 colleges from an 
estimated universe of about 6 thousand. The benefit would be 
measured in terms of lower regulatory and compliance costs 
associated with the requirements imposed under existing rules. 
However, Education could not provide any quantitative estimate 
of the potential savings to colleges or the cost to the Federal 
Government of directly dispersing Pell funds to all students. 

~be number of institutions that would benefit from the 
Department's proposal could increase significantly if they 
stopped acting as intermediaries between the Federal Government 
and the students receiving Pell grants. Under the Meese 
compromise, which would benefit 325 institutions under current 
procedures, such a change would have no effect on coverage. 
These estimates on the number of institutions affected are 
extremely soft. 



In 1977 and 1978 President Reagan as a private citizen made 
strong statements supporting Hillsdale College for its 
resistance to Federal claims of jurisdiction based on Federal 
financial assistance to students. Litigation is still ongoing 
with Hillsdale. 

The Justice Department objected to Education~s proposed rule 
change. Justice maintained that all assistance to students 
whether by way of guaranteed student loans or directly to 
students or through educational institutions would be held by 
the courts to constitute Federal financial assistance. 

Justice objected to the proposal pursuant to its authority 
under E.O. 12250, that assigns approval to the AG for 
regulations promulgated pursuant to the civil rights statutes 
in question. 

Justice and Education agreed to go to the White House to settle 
their dispute. On January 4, 1982, Edwin Meese met with the 
Secretary of Education and high-level Justice Department 
officials. Before this meeting, there was a news leak 
regarding the dispute which may have sparked the December 18 
letter from Senator East and a December 15 letter co-signed by 
16 Senators and sent to the Attorney General. 

Edwin Meese decided to allow the Department of Education to 
exclude the guaranteed loan program that go directly to 
students as a basis for claiming jurisdiction over colleges. 
He accepted the Justice position that the courts would 
invalidate any attempt to exclude any part of the Pell program. 

The Education Department is now preparing a new draft of a 
proposed rule that would eliminate its claim of jurisdiction 
under Title VI, Title IX and Section 504 based on guaranteed 
loans. 

On December 9, 1981, the Department of Justice argued before 
the Sixth Circuit in Hillsdale College vs. Department of 
Education, that all forms of student asSIStance are asSistance 
to colleges and universites. Justice specifically cited the 
guaranteed loans and all forms of the Pell grant program. 

On January 12, 1982, the Department of Justice advised the 
United States Court of Appeals for the Third Circuit, in Grove 
City College vs. Bell, that the Government would not amend its 
regulations by revoking the claim to jurisdiction based on 
guaranteed loans and Pell grants directly disbursed to 
students. 

In 30 days, the Government must file a brief in Grove City 
which will formally state its current position as defined by 

l:he Meese svlulion on Federal financial assistance. 

After Education revises its rule and consults with Justice, the 
rule must be submitted to OMB for review under E.O. 12291 
before publication. OMB and the President's Task Force on 
Regulatory Relief have not yet been involved in this issue. 
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Attachment B 

SUMMARY OF OPTIONS 

"Federal Financial Assistance" 

as found in Title VI, Title IX, and Section 504 

as proposed by 

THE UNITED STATES DEPARTMENT OF EDUCATION 

Prepared by the Department of Education 
for Edwin Meese for his January 4, 1982 
meeting with the Attorney General and 
Secretary of Education. 



In September, 1981, the Department of Education 
submitted to the Department of Justice a proposed change 
in regulations governing Title VI, Title IX, and Section 
504. This proposal would adopt Option 2 below. The 
Civil Rights Division of DOJ has not yet concurred in 
this proposa 1. 

The present position of the Government -- Option 4 
below -- has been challenged in two lawsuits. In Hillsdale 
College v. Bell, argued before the U.S. Court of Appeals 
for the Sixth Circuit on December 7, 1981, the college 
claimed that Guaranteed Loans, all Pell Grants, National 
Direct Student LOans (NDSL), and Supplemental Education 
Opportunity Grants (SEOG), four programs of student 
assistance, do not bring it under Title VI, Title IX, or 
Section 504. In Grove City College v. Bell, now pending 
before the Third Circuit, the college claims that Guaranteed 

-Loans and ADS Pell Grants, the two programs in which it 
participates, similarly do not bring it under Title VI, 
Title IX, or Section 504 jurisdiction. Neither college 
receives any other money, and neither has ever been 
charged with race, sex, or handicapped discrimination. 

The Government must file a brief in the Grove City 
College case. This brief has been postponed several 
times, and a report must be filed on January 12, 1982, as 
to what the Government's position will be. 

Further, if any option other than Option 4 is chosen, 
then the Government should so advise the court in the 
Hillsdale College case. (However, none of the options 
which we propose will entirely settle this case, because 
no option will exclude SEOG's and NDSL's from Title VI, 
Title IX, and Section 504 jurisdiction. 

Should any option other than Option 4 be taken, the 
Administration will probably be charged with weakening 
the enforcement of civil rights legislation. On the 
other hand, the changes have been strongly urged for 
several years by leaders of independent colleges, who 
claim that the current regulation is beyond the intent 
of Congress. As a candidate and commentator, the President 
made several statements consistent with this view. 

Under each option below, persons believing themselves 
to have been subjected to racial discrimination may bring 
suit against the college under 42 u.s.c. 1981. This statute 
provides a private action for damages, but does not subject 
the college to Government regulation or to potential 
cutoff of federal funds, actions which some claim are the 
only effective means of discouraging discrimination. 
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Option 1. 

PRO: 

CON: 

Option 2. 

PRO: 

- 2 -

OPTIONS 

Eliminate the Department's claim to Title VI, 
Title IX, and Section 504 jurisdiction over 
colleges participating only in Guaranteed 
Loan Programs and the Pell Grant Program using 
both disbursement systems. 

* 
* 

* 
* 

* 

* 

* 

* 

* 

* 

* 

* 

Least intrusive into academic process. 
Consistent with statements by President 
Reagan. 
Settles Grove City College case. 
Consistent with purpose of Higher 
Education Act that grants benefits to 
students, not colleges. 
Consistent with exception for contracts of 
guaranty explicit in Title VI and implied 
in Title IX and Section 504. 
Not dependent upon ADS/RDS distinction 
created by ED Regulations. 

Most unacceptable to women's, minorities, 
and handicap groups. 
Inconsistent with positions of previous 
Administration. 
Conflicts with court decisions in 
Bob Jones University v. Johnson (1974) 
and Grove City College v. Harris. 
Inconsistent with distinctions made in 
1964 by DOJ and Senators Humphrey, Pastore, 
and Ribicof f between direct payments to 
individuals and assistance to programs. 
ED believes RDS Pell Grants are assistance 
to a program and, therefore, covered 
by Title VI, Title IX, and Section 504. 
DOJ believes second least winnable position 
before current judges. 

Eliminate the Department's claim to Title VI, 
Title IX, and Section 504 jurisdiction over 
colleges participating only in Guaranteed 
Loan Programs and the Alternative Disburse
ment System of the Pell Grant Program. 

* 
* 
* 

Second least intrusive into academic process. 
Settles Grove City case. 
Consistent with purpose of Higher Education 
Act that grants and loans benefits to students, 



* 

* 

* 

* 

CON: * 

* 

* 
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not colleges. 
Colleges receive no money directly from 
Government. 
Consistent with distinction made in 1964 by 
DOJ and Senators Humphrey, Pastore, and 
Ribicoff between direct payments to 
individuals and assistance to programs. 
Consistent with exception for contracts of 
guaranty explicit in Title VI and implied in 
Title IX and Section 504. 
ED believes most consistent with legislative 
history as a whole. 

Conflicts with court decisions in Bob 
Jones University v. Johnson and Grove 
City College v. Harris. 
Dependent on ADS/RDS distinction created 
by ED Regulations, which DOJ believes is 
an artificial distinction. 
DOJ believes least winnable position 
before current judges. ED disagrees. 

Option 3. Eliminate the Department's claim to Title VI, 
Title IX, and Section 504 jurisdiction over 
colleges participating only in Guaranteed 
Loan Programs. 

PRO: 

CON: 

* 
* 

* 

* 

* 

* 

* 

* 

* 

* 

Third least intrusive into academic process. 
Consistent with purpose of Higher Education 
Act that loans benefit students, not 
colleges, 20 u.s.c. 1071. 
Colleges receive no money directly from 
Government. 
Consistent with exception for contracts 
of guaranty explicit in Title VI and implied 
in Title IX and Section 504. 
DOJ believes second most winnable 
position before current judges. 
ED believes second most consistent with 
legislative history as a whole, but we believe 
it to be wholly consistent. 

Conflicts with reasoning of court decisions 
in Bob Jones University v. Johnson and 
Grove City College v. Harris. 
Does not settle either the Grove City case 
or the Hillsdale case. 
Fails to address Pell Grants and, there
fore, concedes jurisdiction under these 
programs. 
Inconsistent with distinction made in 
1964 by DOJ and Senators Humphrey, Pastore, 
and Ribicoff between direct payments to 
individuals and assistance to programs. 
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Option 4. Retain the Depdrtment's claim to Title VI, 
Title IX, and Sectior. 504 jurisdictio1. 
over colleges pdrticipatir1q ill cH1y student 
assistdnce program. 

PRO: 

CON: 

* 

* 

* 

* 

* 
* 
* 

* 

* 
* 

* 

* 

Acceptable to women's, minorities, and 
handicdp groups. 
Cor.sistent with position of previous 
Administrations. · 
Consistent with court decisions in Bob 
Jones University v. Johnson and Grove
City College v. Harris. 
DOJ believes most w1nnabie position 
before current judges. 

Most intrusive into academic process. 
Conflicts with statements of President Reagan. 
Does not settle either the Grove City 
case or the Hillsdale case. 
Inconsistent with purpose of High~r 
Education Act that grants benefits to students, 
not colleqes. 
Colleges receive no money from Government. 
Inconsistent with distinction made in 
1964 by DOJ and Senators Humphrey, Pastore, 
and Ribicof f between direct payments to 
individudls and assistance to programs. 
Inconsistent with exception for contracts 
of guaranty explicit ir. Title VI and implied 
in Title IX and Section 504. 
ED believes least consistent with 
legisldtive history as a whole. (DOJ disagrees.) 
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DEFINITIONS 

Title VI is Title VI of the Civil Rights Act of 1964, 
and prohibits discrimination on the basis of 
race, 42 u.s.c. 2oond. 

Title IX is Title IX of the Education Amend~ents of 
l.972, and prohibits discrimination on the 
basis of sex, 20 u.s.c. 1681. 

Section 504 is Section 504 of the Rehabilitation Act 
of 1973, and prohibits discrimination 011 

the basis of handicap, 29 u.s.c. 794. 

All these statutes prohibit the specified niscrimination 
"in any program or activity receiving Federal financial 
assistance." 

Pell Grants are Basic Educational Opportunity Grants of 
up to $1,800 a year distributed to stuaents 
under two disbursements systems created by 
ED regulations. Under one system, RDS (Regular 
Disbursement System), grants are pain to 
colleges, which then pay the stu~ents. Under 
the other, ADS (AJternative Disbursement System), 
grants are paid nirectly to stunents. 

Guar-anteen Loans are loans made by banks, etc., to parents 
and stuaents which are guaranteed by 
the Governme11t. An interest subsidy 
is paid by the u.s. Government to the bank. 



Attachment C 

'W1t5httJO~ON f>o,r 
Rights and Collegl• Aid 1>· R' l'' r";A~~, J-'""· IS"", t'lll.. 

~ducation Secretary Loses a Round 
-"' .. -..... •1-... By Charles R. Babcock 

. 'Wuhlnll.On Pool Slall Wrl~ r 

:;~cretary of Education Terrel H. Bell has lost a bu
r,wutrAtir tug-of-war with the .Justirr Dc·p<trtmmt O\H a 
~ed r~ulation that would have freed 1,000 collegelS 
t.I1d technical schools from the rea<.'h of key civil rights 
~· 
~II had proposed changing the definition of "federal 

fin'3flcial assistance" to exclude student aid, but Justice 
lawyers recommended against it on legc.11 grounds. 

Bell'" general counsel. Daniel Oliver, argued, in turn, 
that political rather than legal grounds should be the 
ba<i0 of tht· drri,ion. B·.1f )ci,;t werk White Hou!'e coun
selor Edwin Meese Ill accepted the Justice recommen
da~ion, !'ourre" said. 

A" a rei;ult, .Justice lawyers filed paperR in court Tues· 
day i;aying that the Eduration Department would not 
pru~ 1"1.: the change. The change would have made a suit 
file<I against the government by Grove City College in 
Pen~sylvania moot. 

The college had challenged the existing regulations . 
btuiu~c tht only foderal aid it recei\'c~ is the money its 
students get directly from the government or banks, in 
the form of gnrnlti or loan:1. 

Bell said in a telephone interview yesterday that he 

( . 

couldn't dis('U!l!I the White Hou:.e meeting with Mt>t:-. . . 
but he i;aid he still feels that "aid to student.8 that i,- n"' 
campus-ba~ does not constitute aid to the institution.' 
Civil right" grou~ said hi11 prnpnc;:il would have exclud(;(; 
many schools from coverage of laws barring discriminJ · 
tion ha!IPci on race, sex or hanciirAp. I 

Bell said, "I'd like to emphasize that I do not want t•' : : 
do anything in any way to take any a<.'tion that'~ goi!l~ ' " 
aid or abet and encourage any in11titution, puhlic or pr i
vate, to get out from under the civil rights law~." 

Asked why ht proposed changing th<' regulnt inr. ;it : 11 

he replied. "I think any institution should comply " i· r; 
the civil rights laws. This is more than complianct· 'l 1 . 

is bringing c.1n institution under the surveillance~ of th· 
federal government. That means burdensome rtp11 ~: . 
and rC'gulations, he said. 

"This may seem inconsistent," he acknowledged. " Y 1 : 

have to reali1,e I'm a career school bureaucrat, and may I,,; 
I have too much empathy for the school officiah1." 

Bell added that his department still is considering 
whether to propo!ll' changing thP c!Pfinition 110 th !'. 
schooli; who.«e students only receivej:f guaranteed loan:', 
rather thon Pell grants for needy students, would bf· f ~: 

cluded from the rules. 



Ronald Reagan Newspaper Column 

For Release Friday, February 3, 197& 

Subject: Hillsdale v. HEW 

Hillsdale College in Southern Michigan may be small, 

but it has stopped the Federal education juggernaut dead 

in its tracks. 

With only 1,028 students (and a lot of friends who 

share its views), Hillsdale has, for all its 134 years, 

exemplified the highest ideals of liberal arts education. 

Founded two decades before Lincoln's Emancipation 

Proclamation, Hillsdale has always been open to blacks 

as well as whites (and to all races, for that matter). 

Its enrollment is nearly evenly divided between men and 

women. 

Hillsdale encourages its students to be independent, 

inquiring, individualistic. When it comes to its o~-n 

independence, Hillsdale practices what it preaches. It 

has never taken a nickel of government money. 

All of this had made the little college a sort of 

Typhoid Mary around the Department of HEW in Washington, 

D.C., where battalions of social engineers spend all 

their working hours devising new ways to make schools 

and colleges conform to their view of what education 

should be (starting with federal control). 

For several years, the HEW bureaucrats have been 

trying to find a way to get Hillsdale to nuckle under 

to its rules and regulations. The nation's largest 

-- universities have to accept federal control because they 

accept federal money. Hillsdale, on the other hand, 

has always shown tincupmanship. 

Last year, HEW thought it had finally found a way 

to bring Hillsdale to heel. It announced that because 

205 individual Hillsdale students received veterans' 

benefits, government student loans, or loan guarantees, 
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the college itself was a recipient for federal aid. 

Hillsdale•s answer was to launch a $29 million 

independent fund drive. To date, it is nearly halfway 

to its goal and some of the funds will be earmarKed to 

help students so they won•t have to get government loans. 

Like the title of a book that was popular not long 

ago, the bureaucrats seem to believe in winning by 

intimidation. Their next move was to set January 8th 

as a deadline for Hillsdale to swear to a government 

affirmative action statement that it did not discriminate 

against women. Since it has never discriminated against 

anyone and since it believes it is not subject to HEW 

edicts, Hillsdale ignored the deadline. 

Next, college officials were notified that they had 

violated federal law and were summoned to appear at an 

HEW administrative hearing in Denver, 700 miles away. 

HEW claims that because it rewrote its 1974 anti

discrimination guidelines to include institutions 

"benefited by" federal funds (in addition to those 

receiving money directly) , the student loans make Hillsdale 

subject to its rules. 

HEW has also threatened to cutoff the student loans 

aggregating some $300,000 (although nearly half of that 

amount involves only federal guarantees of private bank 

loans) • 

Hillsdale will contest HEW's claims at the hearing. 

Its chances of winning are less than odds-on, however, for 

HEW will act as prosecutor, judge and jury. If the hearing 

goes against Hillsdale, as college officials expect, the 

case may one day end up in the Supreme Court. 

Will Hillsdale fight for its independence all the way 

to the highest court? Specifically, they haven•t said, 

but Jerry Roberts, their Vice President for College Relations 

and Development, put it this way: "Hillsdale will not 

yield so long as there are enough people who believe as 

we do." 
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By RON~LD R_;'.AGAN 
The Den\'er Post, Jan. 7, 1977 

---reCJeral HarassmentWorsening 
BUT, WHILE Columbia la C".ving In, ~..ie Hiii• 
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TO WHITE HOUSE LIAISON, ROOM 62. PUT THE WHITE HOUSE AND 
OMB CONTROL NUMBERS ON ALL COPIES. 

**************************************************************** 
* RESPONSE DUE TO Dl~Gat$.*FICE * 
* BY 82/01/15 * 
**************************************************************** 

SUB.JECT: EDUCATION REGULATION DEFINITION FEDERAL FINANCE 

REMAR1<!3: 

lPREPAREDlCLEARED ICLEARED lCLEARED lCLEARED lCLEARED I 
--------------------------------------------------7-----=-------
: SURNAME : Sheppani : Scurry : 'lbzzi : ~th LP 4'11/116M1~ t.-,;l/H~ : 
l AND l RM/OIRA l RM/OIRA l OIRA l OIRA l r'i) l) l 
I DIVISION I l l l l I l 

~i~i~i~~~~i~-.J;:--~-Jt:'".D'----~-----7~---;t~----~~1----~ 
• AND • 111510 '- .NI /.7 

,_/ •. I_! . .I , /. , 
; DATE j j t/1,./6t. j 1f'}jJ.L j ql'7J2- j 1/1rt1•2- l 1/1~ ~iJ_ ____________________________ !/_! _________________________________ _ 
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TO: OFFICE OF MANAGEMENT .AND BUOOET 
A'MN: LYN COWAN 

... . ' · t'f ,,.,
1
r 

oJ uia 

ACTION RE~STED: 
FOR COMMENT/RECC>f+IBNDATION 

REMARKS: ALSO REFERRED TO OOJ 
JIM BAKER VKXJLD APPRECIATE THIS INFORMATION AS A PRIORI'IY BY 
JAN 15 82, ALON;:; WITH CG1MENTS PLFASE FURNISH FACT SHEET 

DESCRIPTION OF INCOMIOO: 

ID: 055530 

MEDIA: LETI'ER, IY\TED DECEMBER 18, 1981 

TO: JAMES A. BAKER 

mOM: THE HOOORABLE JOHN P. EAST 
UNITED STATES SENATE 
WASHIOOTON DC 20510 

SUBJECT: WRITES REXiARDIOO THE DEPAR'IMENT OF 
EDUCATION'S PROPOSED CHAOOE IN THE DEFINITION 
OF •FEDERAL FINANCIAL ASSISTANCE" IN VARIOUS 
NOTED REX;ULATIONS 

PROMPT ACTION IS ESSENTIAL - IF REQUIRED ACTION HAS NOT BEEN 
TAKEN WITHIN 9 WORKIOO IY>.YS OF RECEIPT, PLF.ASE TELEPHONE THE 
UNDERSIGNED AT 456-7486. 

RETURN aJRRESPONDENCE, WJRKSHEET .AND COP'i OF RESPONSE 
(OR DRAFI') TO : 

AGENCY LIAISON, ROC>M 62, THE WHITE HOUSE 

SALLY KELLEY 
DIRECTOR OF .&GENCY LIAISON 
PRESIDENTIAL CORRESPONDENCE 
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WHITE HOUSE 
CORRESPONDENCE TRACKING WORKSHEET 

~/}tJtJ:! 
a 

D 0 ·OUTGOING 

D J'· INTERNAL 

fr' I · INCOMING 

I\ 113 

. R::,~~n~&8....j8~\ ...... 1 _.Q __ ..._1 .... 18w-
Name of Correspondent: $f> ootor .:JOb.a-P. En st 

O Ml Mall Report User Codes: (A) (B) (C) ___ _ 

Subject: 1.rri=t.t.e c.o ~occ:U~B ~JA\)r ~ Edwco:t \OC\\s ~rci>c.sAd C hM~ 
1' 0 -tho clopc\+\~00 elf 11 fD do rn1 fl OOJ)C,ioJ 05$ ~QL .... \ f\ \jQ+r\' ~ 
t)Obu:~ G>~1 ~ot, .. oOS -

ROUTE TO: .ACTION DISPOSITION 
) 

1 Tracking 
Date 

VY/MM/DD 

Type 
of 

Response 

Completion 
Date 

OffiCelAgency (Staff Name) 
Action 
Code Code YYIMM/DD 

ORIGINATOR -.tt: ....... i...._/ O_J_.._ 1_/ _:2- ,...PVL+f"""".!""---- I I 

Referral Note: 

C..+- F fJ'-/ o/ ,J.J PY'~-·~-· --- I I 

Referral Note: 

C.~F I I 

Referral Note: 

I I I I 

Referral Note: 

I . I I I 

Referral Note: 

ACTION CODES: DISPOSITION CODES: 
A • Appropriate Action 
C • Comment/Recommendation 
D • Draft Reaponee 

t • Info Copy Only/No Action Neceuary 
R • Dhct Reply wlCopy 

A • Anawered · C · Completed 

S • For SlgMture 
F • Fumllh Fact Sheet X • Interim Reply 

to be used u Enclosure 

Keep this worksheet attached to the ·orlglnal lnc'omlng letter~ 

B • Nc>Mlpeclal Referral S • Suspended 

FOR OUTGOING CORRESPONDENCE: 
Type of Response • lnltlala of Signer 

Code • "A" 
Completion Date - Date of Outgoing 

Send all routing updates to Central Reference (Room 75, OEOB). . 
Always return completed correspondence record to Central Flies. ~ 
Refer questions about the correspondence tracking system to Central Reference, ext; 2590. 

\ 5Al1 

- J 



RECORDS llANAGEllENT ONLY 

CLASSIFICATION 'IECTION 
No. of Addltlonal V · L ""} ~ /\ 
Correspondent•· Medi~ lndtvldual Codes: .IZ:J~ - • ---

Prime r:;:: IJ /J/7 2 Secondary iii ,./111! -·---
Subject Code: ,e:-_/t..VfL..iJ.. __ Subject Codes: .f:~~ --

'£_{ (2_ -·--

PRESIDENTIAL REPLY 

Code Date 

c_·_ 

DSP 

SIGNATURE CODES: 

CPn • Preeldentlal Corrnpondence 
n • O • Unknown · 
n • 1 • Ronald Wlleon Reagan 
n • 2 • Ronald Reagan 
n-1 ·Ron 
n -4 • Dutch 
n • 5 • Ron Reagan 
n-1 ·Ronald 
n-7 ·Ronnie 

Cln • First l.ady'a Comlspondenoe 
n • 1 • Nancy Reagan 
n-2 ·Nancy 
n • a · Ml'L Ronald Reagan 

Time: 

Time: 

C8n • Preeldentlal & First Lady'1 Connpondence 
n • 1 • Ronald Reagan • Nancy Reagan 
n • 2 • Ron • Nancy 

' 

Comment 

MEDIA CODES: 

I · Box/package 
C-Copy 
D • Offlclal document 
G-Meuage 
H·Handcan1ed 
L - Letter 
M-Mallgram 
0-Memo 
P ·Photo ".Report . 
• ·Sealed 
T·Telegram 
y - Telephone 
X • Mlacellaneoul 
Y ·StUdy 

Form 

P-

---·--
---·--. --- --

Media: __ 

. " 
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~.EAST 

,4.CAROLINA 
COMMrrTEES: 

JUDICIARY 

LABOR AND HUMAN 
RESOURCES 

ENERGY ANO NATURAL 
RESOURCES 

WASHINGTON, D.C. IOSIO 

December 18, 1981 

The~Honor~ble James A. Baker III 
Chief of Staff and 
Assistant to the President 

\\ l\) 

The White House 
Washington, D. C. 20500 osss3o 
Dear Mr. Baker: 

The Department of Education has proposed a change in the definition of 
"federal financial assistance" in regulations issued under Title VI of the 
Civil Rights Act of 1964, Title IX of the 1972 Education Amendments, and 
Section 504 of the 1973 Rehabilitation Act. The proposed change would free 
from federal regulation those colleges which receive no federal financial 
assistance but have students receiving government loans or grants. 

Sixteen senators have signed a letter urging Attorney General William 
French Smith to support the Department of Education's proposed change in the 
definition of financial assistance. I have enclosed a copy of the letter 
that was signed by the sixteen senators only two days after newspaper articles 
in the New York Times and the Washington Post disclosed opposition within the 
Department of Justice to the Department of Education's proposed change in 
regulations. 

The prompt response of such a large number of senators indicates the depth 
of concern in the Senate over the inexplicable opposition of officials in the 
Department of Justice. 

President Reagan has long supported limits on the growth of bureaucratic 
control over higher education and I hope the Reagan Administration will do 
everything possible to establish such limits. I have enclosed a copy of 
President Reagan's column in the Denver Post on January 7, 1977 in which he 
complimented Hillsdale College for fighting overreaching bureaucratic regula
tions. The Department of Education is now proposing to change the same over
reaching regulations that were criticized in the column. 

It is basic to the principles of liberty that Hillsdale College and 
other private institutions of public learning should enjoy independence from 
federal regulation during this Administration and future Administrations. I 
will greatly appreciate your thoughtful consideration of this important issue. 

JPE:jsh 

Enclosures 



WASHINGTON, D.C. 20510 

Hon. William French Smith 
Attorney General 
Department of Justice 
10th and Constitution Ave., NW 
Washington, D.C. 20530 

Dear Mr. Attorney General: 

December 15, 1981 

An article in the Washington Post for December 15 indicates 
that the Department of Justice will not support the Department of 
Education's 'proposed change in the definition of "federal financial 
assistance" to colleges. The change would free from federal 
regulation those colleges which have no federal link but have 
students receiving government loans or grants. 

The plain language of Title VI of the Civil Rights Act of 
1964, Title IX of the 1972 Education Amendments, and Section 504 
of the 1973 Rehabilitation Act indicates that only "programs or 
activities receiving federal financial assistance" are subject 
to federal ·control and jurisdiction. It is overreaching to argue 
that schools like Hillsdale College, Grove City College and 
Brigham Young University, which accept . no government aid, are 
recipient institutions because students at th~se schools receive 
direct government aid. 

We do not wish to condone any manner of invidious discrimination 
by any college. We simply believe that the scope of federal regula
tion of higher education must be limited by the plain meaning of 
Titles VI, IX and Section 504. In addition, we believe that the 
continued growth of federal regulation of private higher education 
is inconsistent with President Reagan's position in his column on 
the subject which appeared on January 7, 1977 in the Denver Post 
and other papers. In that column, Pr~sident Reagan complainecr-
that "when it comes to higher education, /the bureaucrac~7 seems 
to be exercising 'the arrogance of officialdom,' which Cicero once 
described in ancient Rome." 

-· ~., .. 4 . 
. . 

. ; CJW , ¥1% 4\4 •£ . ... ) QJ i. p P. 



Hon. William French Smith--page 2 

We urge you to support the Department of Education's proposed 
change in the definition of financial assistance. 

s~I:.~ 
OJ~.J~ 

Grassley j 

,L2~~-
Thad Cochran 

CC: President Ronald Reagan, 

Sincerely, 

I s. I. Hayakawa 

Edwin Meese III, James A. Baker III, Michael K. Deaver, 
Hon. Terrell Bell, Max L. Friedersdorf, Lyn Nofziger 
Hon. William:Bradford Reynolds, Martin Anderson 



By RON~LD R_gAGAN 
The Denver Post, Jan. 7, 1977 

---rederal Harassment Worsening 
BUT, WHILE Columbia ls c~ In, ~.It Hiii· 

dale Colleii• In MiGhl;s.n la Cletinr~•:1 tq knock 
the stuff~,~ out of !he bureaucrats. For 132 )'U!I 

H hu bHn f11rcely Independent O! OOV.,nmtnL 
Not a nlclttl hu been Mked tor or ra:t~. Of 

.:::CO'.rr'U-t'da-;tyu 11\t HEW .iJt1sta -fl'.1, ~ thtf° 
think hy hlVI finally tound a WI)' lo 4'\t'Otlll 

- Hll?s:!ale. . 
HEW aI!egn that bt;au.. IOfnl t"~ 

. Hmia&lt sludlnla raetlvt veiara.n1 btne1:1 and 
-na1lonal aludtnt loana, IM con.pe -~ 11\t 

nclplent o11"tral aid. I HEW ~.-L~. 
rnovt In on Hi~Lla wllh c:uR>mary ~!IOI. 
D~rlmlnation lln'I lht ls.sue,:~ to 

Hlnst•lt Prsaldenl G&ergt C. ~Ill F•clom 
la. "WI "'IE JIOI comply w:ltl ll';»-0( (~-.cl 
anl!·aex Cl~:tlmlr.atlon) ngul.t~:-ii ••~lit torth 
by HEW,"-tll 11)'1; •w ~is ®'1 not mnn that 
we 11;1$h to diicrlmln1:11gahsU1.nr~rovii_,_O~ lhl 
--corr.uy, alnce Ila toll!\dbg, tf~~ai. bas-wlun· 
tarlly malntalr~ a policy of rlOMltcf'\;llr.don. 
81a:kl tnd woman have had tQu&! IW\6i\g In 
HiU1~a:1 '1 clu1room1 slnct la~• "' Civil War.· . . . - . , . 

11'\a!.ucl c! giving up, tirUac!iti ~ ~u!l:i; lhl 
bua!'ltt for $2; mlDlon In tnclowrwnt. ~ma of 
whlc:tl will 00 lo rt;>lac:e lhoit :f~ral ~b.ldtnt 
loana with s:>rlvalt one1. · · · 
P111~n1 M:Gll. lnfft P~~ R::lChl. ..................... , 


