THE GEORGIA HOPE SCHOLARSHIP

By Victor Chen

Abstract: In 1992, Georgia unveiled the HOPE (Helping Outstanding Pupils Educationally) program, a
merit-based scholarship for state residents funded entirely through a state lottery. Since then, the immense
popularity of the program has induced many states to try and capture Georgias success with their own
lottery-funded scholarship program. While billed a success, there remain several questions about the
effectiveness of the HOPE program. This article examines HOPE s impact and asserts that the program
may not prove to be the unqualified success that many proponents claim.

INTRODUCTION

In 1992, Georgia introduced a new type of merit-
based scholarship program that created incentives for
‘student academic achievement at multiple levels.
Georgia’s HOPE (Helping Outstanding Pupils
Educationally) program is a merit-based scholarship
that was described by The Chronicle of Higher
Education as “the most generous state student-aid
program in the nation” (Zapler 1994, A34), By 2003,
at least six other states had their own merit-based
scholarship modeled on the Georgia program (Creech
1998).! Twenty-two other states “have placed [merit-
based scholarships] on their policy agenda” (Henry
and Rubenstein 2002, 93). In fact, some of these
initiatives not only mirror the idea but also attempt to
capitalize on the success of the Georgia scholarship
by using the same name (Bugler, Henry, and
Rubenstein 1999).

Interestingly, while the implementation of state
merit-based scholarships may prove politically
popular, the effectiveness of such programs is still
relatively unproven (Rubenstein and Scafidi 2002).
While the educational and social benefits of the
program—in terms of rising college attendance by low-
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income students and the increased number of Georgia
high school graduates who attend Georgia colleges
and universities—are significant, this article asserts
that the overall gains attributed to the scholarship
program may not be as great as advertised.

WhHaaT 1s HOPE?

In 1991, the Georgia General Assembly amended
the state constitution to permit state-run lotteries. The
next year, the assembly passed the Georgia Lottery
for Education Act to dictate how to spend the added
revenue and established the Georgia Lottery
Corporation to oversee this process. This corporation
would use 65 percent of lottery revenues to cover
operating costs and the state would use the remaining
35 percent to fund the construction of educational
facilities, pre-kindergarten programs, technology for
educational facilities, and merit-based scholarships.
Since its inception in FY 1992, the percentage of lottery
revenues for merit scholarships has risen from about
20 percent of total lottery revenues (less operating
costs) to over 35 percentin FY 1999 (Brackett, Henry,
and Weathersby 1999). What is politically attractive
about HOPE is that it does not raise taxes, appealing
to wealthier voters, and it is merit-based, thus more
defensible than programs using other selection criteria.

The HOPE scholarship is distributed to Georgia
students based on academic performance. Prior to
HOPE, most student aid programs followed the federal
pattern of need-based aid. The federal Higher
Education Act of 1965 and the subsequent Higher
Education Act of 1970 both attempicd to address the
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hazards articulated by President Johnson of having a
talented student “turned away [from college] because
his family is poor” (Wolanin 2001, 4). As a result,
most federal student aid programs, such as Pell Grants
and Stafford Loans, focus on financial need. HOPE
represents a shift away from this philosophy, creating
incentives for students to perform academically, so
that they can increase their chances of attending
college. Currently, Georgia high school graduates with
an overall B average (3.0 grade point average, or GPA,
on a four point scale) in core academic courses receive
the scholarship which covers tuition, fees and a $150
per semester book allowance if they attend a Georgia
public college or university? (Bugler, Henry, and
Rubenstein 1999). An eligible Georgia high school
student attending a Georgia private college or
university receives $3,000 per academic school year
and an additional $1,045 Georgia Tuition Equalization
Grant (provided by funds outside of HOPE) (Georgia
Student Finance Commission 2004). There are also
programs for students wishing to attend Georgia public
technical colleges and other non-traditional students
choosing to return to school.

Once in college, the students are encouraged to
maintain strong academic performance. HOPE
scholars lose their benefits if they do not maintain a
3.0 GPA in college and complete the required number
of credits per academic year. Students maintaining a
B average during their college careers will pay nothing
in tuition costs. At first, HOPE was only available for
two years, but in 1994 the program was broadened to
permit students to receive aid for four years.

Henry and Rubenstein capture the nature of the
incentives by asserting that HOPE is another way of
“paying for grades” (2002, 1). HOPE not only
encourages students to perform in high school and
college but also helps Georgia retain its most talented
students by rewarding their choice to remain in the
state for their higher education. If the top state colleges
can attract better students, these schools will become
stronger academic institutions. Presumably, these
multiple benefits will justify the program.

How Is HOPE Suprposep TO WORK?

The effects of HOPE become clearer when viewed
through the lens of consumer choice modeling. For
most students, college is a family decision. Hence,
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the family is the unit of analysis. The primary choice
these families face is whether to send a child to college
or not. Intuitively, this choice revolves around the
price of schooling and how much a student/family
wants a college degree. Forthe purposes of analysis,
it is helpful to imagine three main types of families:

(A) the family that not only wants to send a
child to college but also can afford to do so;
(B) the family that prefers not to send a
child to college under current circumstances
even though it is financially able to do so;
and

(C) the family that would like to send a child
to college but is financially unable to do so.?

This model predicts that under current conditions
family A will send its child to college while families B
and C will not. While family B chooses not to
participate in higher education, family C would do so
if it had the resources. A reasonable conclusion is
that if society wants to raise student achievement and
increase college attendance, incentives must be offered
to the latter two family types.

Essentially, HOPE is an incentive. Tuition
payments act like a restricted grant that rewards
student achievement. Under HOPE, family A (wealthy
enough to send a child to college and the child wants
to go to college) that already has the money to pay for
tuition and books could purchase a more expensive
education, use its wealth to purchase more consumer
goods, or enjoy a combination of both. Family B
(wealthy enough to send a child to college but the
family chooses not to do so) now has greater incentives
to send a child to college because it costs less with the
scholarship. This family may reconsider the
importance of higher education when offered HOPE
money. Family C (not wealthy enough to send a child
to college but the family would like to do so) would
get a new educational opportunity. HOPE lowers the
price of college for these lower-income families,
making higher education more accessible.

Doks HOPE INCREASE COLLEGE ATTENDANCE?

Given this theoretical picture, the question is
whether the HOPE scholarship delivers on its
promises. As admission to and completion of college
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requires some demonstrated academic ability, college
attendance directly reflects a degree of student
achievement at the secondary and college levels. Does
HOPE raise the level of college attendance? The
answer to this question revolves around the true
distribution of college-bound students/families in
Georgia. If a large number of families share
characteristics with family B or C, then HOPE should
increase college attendance across the state.

In fact, research indicates that the number of
students attending Georgia colleges increased after the
inception of HOPE by 6.0 to 7.9 percentage points
(Cornwell, Mustard, and Sridhar 2003b; Dynarski
2000). This finding is tempered by the fact that
approximately 75 percent of HOPE recipients lose the
scholarship over four years of college and 40 percent
of those students dropped out of college entirely
(Bugler, Henry, and Rubenstein 1999). Critics point
to these figures as an indication that HOPE has not
radically improved Georgia higher education.
Nevertheless, it is important to note that while many
HOPE scholars do not finish college, a cohort of 1994
HOPE recipients experienced a 3 percent greater
persistence rate for staying in school than non-HOPE
students (Henry and Bugler 1997).

Additionally, Dynarski posits that “for some
reason, an upward trend in relative attendance rates
in Georgia began in 1992 and simply persisted when
HOPE was put in place” (2000, 648). She cites a
significant drop in overall attendance in the state in
1996 and suggests that attendance in Georgia is
following a cycle that is independent of HOPE. This
cycle may simply reflect the population explosion in
Georgia in the 1990’s. Georgia’s population boomed
from 6.5 million residents in 1990 to 8.4 million in
2001 and the unique characteristics of these new
residents of Georgia could explain changes in college
attendance rates (U.S. Census Bureau 2003).
Moreover, Cornwell, Mustard, and Sridhar assert that
two-thirds of Georgia’s increases in college attendance
is attributable to students who would have gone to
out-of-state schools without HOPE (2003).
Essentially, they claim that much of this increase in
college attendance represents a redistribution of the
Georgia college-going population from out-of-state
schools back to Georgia schools.

Proponents of the program answer these criticisms
by claiming that HOPE encourages students to attend
college in the first place and many students do not
drop out even if they lose their funding. In other words,
HOPE successfully gets students to consider and
attend college and even if these students lose their
scholarships, they will find alternative methods of
financing their studies. Additionally, the incentives
generated by the possibility of regaining the
scholarship in future college years might prove enough
to keep students from dropping out entirely (Henry
and Rubenstein 2002). Evidence of this is clear in that
around 40 percent of total HOPE scholars from 1993
to 1995 were still in college by the fourth year,
regardless of whether they continued to receive the
scholarship, while only around 33 percent of non-
HOPE scholars were still in college after four vears
over the same period (Bugler, Henry, and Rubenstein
1999). Moreover, a smaller proportion of students
appear to be losing the scholarship. By 1996, the
percentage of students losing the scholarship after their
first year of college dropped by over 6 percent (Bugler,
Henry, and Rubenstein 1999).

Implicitly, HOPE is designed to increase
educational opportunities for low-income students.
These include African-Americans, who are
disproportionately represented in lower-income
groups. Critics assert that HOPE will crowd out these
students as more middle-class students attend college
(Dee and Jackson 1999, 2). However, there is evidence
that HOPE has succeeded in getting more low-income
students to matriculate. Presumably, prospective low-
income students will seek the maximum financial aid
available. Most of these students will apply for need-
based, federal Pell grants. In the first four years of
HOPE, the number of Georgia Pell grant recipients
increased by 16.8 percent, while other states in the
Southeast United States have shown decreases in the
number of such recipients over the same period (Bugler
and Henry 1998).

Perhaps more importantly, the number of Pell
applications for Georgians soared between 1993 and
1996. In 1993, the number of Pell applications from
Georgia was 182,000 (slightly higher than nearby
states). By 1996, the number of Georgia Pell
applications had reached 250,000, while the nearby
states’ applications leveled off at or below 200,000
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(Bugler and Henry 1998). While this could be due to
the previously discussed demographic changes, these
figures hint that HOPE may be increasing the volume
of low-income students going to college in Georgia.
Likewise, according to a study by Bugler, Henry,
and Rubenstein, the number of African-American
enrollees in Georgia colleges increased by 32.8 percent
since HOPE (1999). Unfortunately, African-American
students are less likely to retain HOPE than other
students. From 1993 to 1996, almost 60 percent of
African-American HOPE recipients lost their
scholarships in the first two years of college, compared
to 47.3 percent for all groups. However, African-
American students also are less likely to drop out of

college after losing HOPE than all groups except -

Asians and Hispanics. While the results of these
studies are mixed, the program seems to have had a
positive effect on the total number of poor and African-
American Georgians going to college.

Dokes HOPE INCREASE STUDENT
ACHIEVEMENT?

A second relevant issue is whether HOPE raises
academic achievement. As more students are
encouraged to perform well in high school and college,
it is logical to expect student achievement in high
school to increase. Data on Georgia’s graduating high
school seniors show increases in GPAs since the
implementation of HOPE. In the first five years of the
program, the number of eligible high school students
increased from 46.8 percent to 59.5 percent (Bugler,
Henry, and Rubenstein 1999). Obviously, student high
school grades are improving, with over half of
Georgia’s graduating seniors holding at least a
cumulative B average. However, some assert that a
program based on grades creates pressures on
secondary school teachers to give higher grades. The
resulting grade inflation exaggerates gains in student
achievement and Georgia’s gains in student
achievement could prove illusory.

Although a great deal of research does not exist
on the subject, at least one study rejects this claim.
Standardized measures of achievement, such as the
Scholastic Aptitude Test (SAT), should reflect
achievement regardless of the presence of grade
inflation. Indeed, the Georgia Council for School
Performance reports that, since 1993, not only are
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more Georgians taking the SAT but scores are also
increasing significantly (Bugler, Henry, and
Rubenstein 1999). From 1992 (the inception of HOPE)
to 1998, the average SAT score for Georgia freshmen
increased over fifty points, raising the average Georgia
college freshman’s score up to the national average
(Cornwell and Mustard 2002b). Also, Cornwell and
Mustard report that by the end of the 1990’s, total
Georgia high school SAT scores were steadily
increasing (albeit still below national averages) while
the national average remained stable (2002b). Whether
these increases are due to HOPE requires further study
but they do suggest that the scholarships had some
positive effect on high school achievement.

For college, signs of student achievement are
harder to ascertain. The number of students losing
their scholarships within the first year is discouraging,
leading some critics to claim that the B average
requirement for maintaining eligibility is too difficult
to achieve, Also, differences in grading schemes across
various fields of study may result in grades that are
not always equivalent across disciplines. For example,
a study of HOPE scholars at the Georgia Institute of
Technology finds students in natural science,
engineering and computer science programs have
lower GPAs than students of similar ability in other
programs (Dee and Jackson 1999).

Nonetheless, the general success of HOPE
scholars relative to other students may underscore the
effectiveness of the HOPE program. Using a sample
of recipients of the HOPE scholarship on the lower
end of the achievement spectrum, the borderline HOPE
scholars, and a sample of non-HOPE scholars,
researchers concluded that the program is improving
college-level student achievement. The borderline
HOPE scholars tended to have higher GPAs, more
credit hours completed, and higher rates of college
persistence than the matched sample of non-HOPE
scholars. Borderline HOPE scholars’ GPAs are
approximately .17 points higher than non-HOPE
scholars. Also, borderline HOPE scholars are almost
twice as likely to graduate than non-HOPE scholars.
Finally, borderline HOPE scholars accumulate about
twelve more credit hours over two years than do non-
HOPE scholars (Bugler and Henry 1998). This
suggests that HOPE had some positive effect on
student achievement at the college level.
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Interestingly, Cornwell, Lee, and Mustard
concluded that HOPE scholars (especially those whose
GPAs put them on the cusp of losing HOPE) are liable
to “game’ the system by taking easier courses, taking
fewer courses, withdrawing from courses, and
spreading more courses to summer terms (2003, 14).
Using a sample from the University of Georgia, the
study utilized non-resident students as a control group.
While the strategic behavior is not unexpected, the
contradictory results between this study and the Bugler
and Henry study are puzzling. The differences may
result from the different samples used in the two studies
and the fact that non-resident students may not
accurately represent non-HOPE scholars. Regardless,
it is clear that there is no definitive answer to this
question at this time.

Another achievement indicator cited by HOPE
supporters is the boon to Georgia’s colleges and
universities since the program began. Arguably, the
retention of high-caliber students within Georgia
should improve in-state achievement and increase the
overall quality of students in Georgia colleges. Using
data from neighboring states, the number of Georgians
attending out-of-state schools has dropped
dramatically. The ten most common out-of-state
destinations for Georgia students report that the
number of Georgia enrollees has dropped from 17
percent in 1992 to 9 percent in 1998 (Dynarski 2000).
The data also reveal that since HOPE began, many
top students remain in Georgia to take advantage of
the scholarship. According to the Georgia Council for
School Performance, “colleges from Georgia’s border
states report fewer top-flight Georgia students” (Henry
and Bugler 1997, 5). The timing of this diminished
migration implies that many Georgians are staying in
state to take advantage of HOPE.

Moreover, high achievers are opting for
prestigious in-state institutions such as the University
of Georgia, the Georgia Institute of Technology, Emory
University, and Georgia State University. Because
these universities are now more attractive to some of
Georgia’s top academic talent, their institutional
reputations are improving. In referring to the
University of Georgia, The Chronicle of Higher
Education asserts, “few universities have become so
much more competitive so quickly” (Healy 2003,
A32). The Chronicle uses empirical evidence to

support this claim. First, the number of students in
the freshman class at the University of Georgia witha
GPA of at least a 3.9 increased from 331 in 1992 to
853 in 1997. Second, the average GPA of all incoming
freshman at the University of Georgia increased from
3.33 in 1992 to 3.52 in 1997. Third, the average
freshman SAT scores at the University of Georgia,
Georgia Institute of Technology, and Georgia State
University rose from 1039 to 1073 between 1992 and
1996 (Henry and Bugler 1997).

Additionally, there are signs that these students
are performing well when they arrive at college. Data
indicate that the average undergraduate GPA at the
University of Georgia has increased since HOPE
began. In 1996, the average GPA for all classes of
undergraduates boasted at least a .05 increase when
compared to the pre-HOPE classes (Healy 2003).
Critics claim that the increases in college academic
performance are due to grade inflation, with pressure
on teachers to help students retain their scholarships.
There is little empirical data to support this claim but
many cite anecdotal evidence from faculty members
who felt pressured to give good grades or they would
“lose students” to other programs and courses (Healy
2003, A34). While such claims may hold some truth,
current research indicates that HOPE has positively
affected educational quality at Georgia’s top
institutions.

WHAT ARE THE DISTRIBUTIONAL CONSEQUENCES
or HOPE?

Perhaps the greatest potential shortcoming of
HOPE relates to the distributional consequences. All
high school students in the state could conceivably
benefit from merit-based scholarships. However, the
key question is who ultimately pays for the program.
First, the HOPE program is funded entirely through
the Georgia lottery, requiring no additional direct
taxation. However, according to Rubenstein and
Scafidi, many studies “find lotteries to be highly
regressive revenue generators (2002). They assert that
“while lower-income households may bear a
disproportionately large share of the tax burden from
implicit lottery taxation, they may also receive a
disproportionately small share of the benefits from
lottery-funded programs™(2002, 226-27).4
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The costs of this implicit tax are significant. By
March 2003, the HOPE program paid out $2 billion
in total benefits to nearly 700,000 students (Georgia
Student Finance Commission 2004). This figure
excludes the pre-kindergarten program, the
construction projects, and the technology funding
promised by the Georgia Lottery for Education Act
(Brackett, Henry, and Weathersby 1999). HOPE
benefits between 1993 and 2003 comprised
approximately 29 percent of the total spent on
education from lottery revenues. Hence, the total
amount spent on lottery-funded educational projects
from 1993 to 2003 was approximately $6.5 billion.
Given the Georgia Lottery Corporation formula, total
revenue generated by the lottery over the years is about
$18.57 billion.® This approximates the amount that
individuals spent on lottery games over the past decade
to fund the Georgia Lottery for Education Act. If the
studies are correct about the regressive nature of the
lotteries, the bulk of this cost was borne by the lower
income groups.

Another noteworthy issue is that there are
concerns about the stability of using lottery funds over
time. Georgia is fortunate in that it is an exception to
the rule, as its lottery is just one of two lotteries in the
United States that showed increasing sales over the
first six years of operation (Brackett, Henry, and
Weathersby 1999). Moreover, the Georgia Lottery
Corporation reports increased revenues through 2002
(Georgia Lottery Corporation 2003).

Ultimately, the true distribution of benefits is
difficult to determine. In examining lottery-based merit
scholarships, a Florida study found a “positive net
benefit (direct benefits minus household lottery
expenditures) for all groups except those in the lowest
income category and that net benefits generally rise
with income” (Rubenstein and Scafidi 2002, 227).
Furthermore, Dynarski asserts that her estimate of the
income effect of HOPE on middle and high-income
family college choice is “surprisingly” high (2000,
653). Consequently, many middle and upper-class
families are taking advantage of HOPE, Dynarski
states,

there are two possible explanations.
First,...a larger proportion of upper than
lower-income students may be close to the
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margin of college attendance. A given
subsidy may therefore cause a relatively
large share of high-income students to spill
over the margin into college. Second,
particular characteristics of Georgia and the
HOPE Scholarship may intensify the
program’s effect. (2000, 653)

Given the conclusion that lower-income groups
fund a large portion of HOPE, Dynarski claims that
upper-income families are taking advantage of the
regressively funded program and are receiving a
greater share of the benefits relative to their
contributions. Research indicates that students with
college-educated parents are more likely to attend
college (Plug and Vijverberg 2003). College-educated
parents also are more likely to be in the higher-income
groups. Consequently, higher-income students are
more likely to go to college even without aid (Brackett,
Gordon, and Henry 1999). In the model presented in
this article, these families are type A (wealthy enough
to go to college, wants to go to college). Many contend
that most of these students “would have attended
college even in the absence of the program” (Bugler,
Henry, and Rubenstein 1999, 3), If this is true, the
entire HOPE initiative has resulted in a significant
redistribution of resources from the poorer groups to
the wealthier groups. The 1995 decision to remove
the $100,000 income cap on HOPE eligibility
exacerbates this disparity by permitting upper-income
groups to participate in the program (Georgia Student
Finance Commission 2004).

From the advertising campaign to the simplicity
of the one-page application, the entire HOPE program
was designed to be accessible. In fact, the initial
longitudinal studies indicate that general public
awareness of the availability of HOPE funds is
widespread (Brackett, Gordon, and Henry 1999;
Henry et al. 1998). Thus, it is unlikely that lower-
income groups are missing out due to lack of
information. However, the transactions costs are
greater for low-income families. Under HOPE,
families with adjusted gross incomes lower than
$50,000 also must fill out the Free Application for
Federal Student Aid (FAFSA). The FAFSA adds
transactions costs in the form of four pages of requests
for a variety of detailed financial information about
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applicants and their families (Dynarski 2000). Many
of these low-income families must fill out FAFSA
anyway in order for their students to become eligible
for the need-based federal Pell grants. However, when
HOPE was enacted, students receiving Pell grants
would lose an equivalent amount of HOPE money.
Many of these students would only qualify for the
HOPE book allowance, as their Pell aid would offset
the tuition portion of their HOPE grant (Bugler and
Henry 1998). Thus, the families with the greatest need
in Georgia would receive few benefits from the HOPE
program, instead receiving benefits doled out by
federal funds. This effect is mitigated by the policy
change in 2001, which permits these low-income
families to take advantage of both HOPE and Pell
funds.

Another potential problem with HOPE is the
tendency of institutions of higher learning to raise
tuition or curtail benefit packages to students receiving
aid. In increasing tuition, colleges can attempt to
capture the subsidy provided by the state of Georgia
(Dynarski 2000). For public institutions, this effect is
potentially offset because the state sets tuition rates.
Nevertheless, between 1993 and 1998, the costs of
higher education increased by 21 percent in Georgia
as opposed to 8 percent for the rest of the United States
(Dynarski 2000). On the other hand, the prediction
that HOPE would create large increases in private
school costs in Georgia has not materialized. However,
when the tuition increases from the Georgia HOPE
are coupled with the tuition increases from the HOPE
federal tax credit, which provides tax credits for tuition
expenses, enacted in 1997, the result is an above
average increase in college costs in the state of Georgia
(Burd 2003). Ultimately, these costs push college
farther out of reach for lower-income students who
do not qualify for HOPE scholarships but do not
significantly limit access to upper-income students.

LEssons oF GEORGIA’s HOPE EXPERIENCE
While generally considered beneficial to students
and their families, state use of lottery-funded merit-
based scholarships requires careful consideration.
Many questions about the efficacy of the program are
still unanswered. Preliminary research indicates that
since HOPE'’s creation, more Georgia students are
attending Georgia colleges. Also, overall student

achievement in high school and in college is increasing.
There is still debate as to how much of these gains are
attributable to HOPE but many agree that the program
has had positive effects. However, if Dynarski is
correct in concluding that a great portion of Georgia’s
gains are attributable to other demographic factors or
Cornwell, Mustard, and Sridhar are correct in
concluding that the total number of Georgians
attending any college anywhere are largely unchanged,
HOPE may not be the solution to state educational
goals. Nevertheless, lottery-funded scholarships are
popular and the potential political windfall generated
by these programs has encouraged other states to
follow.

An interesting phenomenon, not fully elaborated
in this article, is that some proponents assert that
providing HOPE recipients with greater financial
resources will give these families greater spending
power which could in turn stimulate the overall
economy. Cornwell and Mustard’s study concludes
that the increased buying power of Georgia college-
going families has increased the number of cars
purchased since HOPE’s creation (2002a). Their
estimate suggests “a doubling of a county’s HOPE
recipients, on average, [will] lead to a 2 percent rise
in the number of registered cars” (2002a, 16).

The major drawback of HOPE relates to its
distributional consequences. The regressive funding
source channels much of the benefit to wealthier
families while charging the costs to poorer families.
Furthermore, inflationary tuition costs, generated in
part by the Georgia HOPE and exacerbated by the
HOPE federal tax credit, may ultimately hurt many
low-income students who are not eligible.

Given the political success of the program, it
seems unlikely that elected officials would consider
the outright elimination of HOPE. Nevertheless, minor
changes, like the 2001 decision to permit lower-income
families to benefit from both HOPE and Pell funding,
helps rectify some of the equity problems. While many
students unquestionably benefit from HOPE, the
crucial question is whether the effect on low-income
groups is worth the gains to the rest of Georgia.

Ironically, as The Chronicle of Higher Education
suggests, the greatest threat to HOPE may be that it
is a “victim of its own success” (Selingo 2003, A38).
At the time of this writing, financial pressures threaten
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to significantly alter the scholarship program. Faced
with rising tuition costs and a steady supply of eligible
high school graduates, projections indicate that HOPE
will run a $434 million deficit by 2008 (Selingo 2003).
A state commission charged with weighing alternatives
suggested eliminating payments for books and fees
and “tightening the definition of a B average to include
only students who earned at least a 3.0 [GPA]”
(Jacobson 2003a, 26). This would exclude those
students who hold a GPA from 2.5 to 2.99, which is
nominally still a B average. Additionally, Georgia
Governor Sonny Perdue advocates setting a minimum
SAT score for HOPE recipients. Yet another proposal
recommends standardizing grades across Georgia’s
159 county school systems to mitigate the effects of
grade inflation (Selingo 2003).

Not surprisingly, all of these proposals bring
consequences. For instance, eliminating payments for
books and fees is politically controversial and may
reduce college attendance by raising costs. According
to the U.S. Department of Education, a minimum SAT
requirement may hurt minority and low-income
students (Selingo 2003). Furthermore, the task of
standardizing grades across school systems is not a
simple one. Interestingly, all of these proposals will
probably reduce current college attendance, which is
the opposite of what the HOPE program is designed
to achieve.

Regardless of what alternative Georgia ultimately
selects, it is clear that in its present form HOPE may
not be sustainable. As many states attempt to emulate
Georgia’s success by creating their own HOPE-type
program, this article’s findings suggest that further
investigation and improved measures of Georgia’s
social gains from HOPE are necessary and can provide
considerable help in determining whether lottery-
funded education initiatives are worth their costs.

NoTES

!'These include Florida’s Bright Futures Scholarships,
Louisiana’s Tuition Opportunity Program for
Students, Kentucky’s Educational Excellence
Scholarships, Maryland’s Science and Technology
Scholarship Program, South Carolina’s Palmetto
Scholarships, and Tennessee’s HOPE Scholarships.
At the time of this writing, Oklahoma was slated to
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vote on its own lottery-funded scholarship program
in November 2004 (Arnone 2003).

2 The cumulative 3.0 GPA requirement for core
academic course requirement was initiated with the .
graduating class of 2000. Prior to that point, minimum
eligibility was set at a 3.0 GPA in all courses.

3 This can be modeled graphically with a consumer
choosing between a “level of education” and “all other
goods.” Differences in indifference curves and budget
constraints can represent the three different situations.
Family A and C differ in their budget constraints and
Family A and B differ in their indifference curves. A
family’s eligibility for a HOPE scholarship would
simply shift the budget constraint (Cordes, Kirby, &
Buddin 1995).

4 In addition to Rubenstein and Scafidi, a detailed
literature review of the regressive nature of lottery
funding is available from Cornwell and Mustard
(2001).

> This figure is a rough estimate based on the average
of lottery revenue spending on the four designated
areas: pre-kindergarten programs, educational
construction projects, educational technology projects,
and scholarships. The $6.5 billion figure is based on
scholarships accounting for 29% of total spending
and the other three projects accounting for the
remaining 71%. Given that the Georgia Lottery
Corporation uses 65% of lottery revenues to cover
the costs of operating the lottery, $6.5 billion accounts
for approximately 35% of lottery revenues generated
from 1993 to 2003. Hence, $18.57 billion is the
corresponding estimate of total revenues generated
by the Georgia lottery over the same period.
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