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5
48 States arc participating in Goals 2000 (all except Alabama'and-Virginia)' S
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; Office of Elementary and Secondary Educat:on
| | Formula Grant Program Allocat:ons

g Goals 2000: State and Local Educatlon System:c Improvement

! S_tata_QLQuﬂumAm - 1994 1995 - 1996 i
t . < ’ . N
i Alabama $1,604,625 $5.941,766 $5,675,986
; - Alaska 460,574 : 1547345 1.437,296
i Arizona . ; 1,364,600 5,450,562 5,038,557
. Arkansa@s . L ' 993178 3,650,495 . 3,434,819
: California - 10,514,198 42,411,705 38.211.219
., Colorado : 1,086,789 4268514 3,922,624
; Connecticut - ' . . 962,265 3,460,756 3,149,595
| Delaware . ' .. 406278 1,291,544 . 1242928
| Florida . 4,022,211 15,861,034 14,713,635
; Georgia o © 2,358.215 8,959,402 8.515014 . -
| Hawaii . : 417.745 1,381,641 1,307,668
:. idaho B 458232 1,568,397 1478175
L. llinois . : - 4138448 L 15,992,871, ... 15050826 , .
" Indidna 1,737,392 © 6557145 ' 6,280,894
} lowa S 888,162 2219618 3,077,877
: Kansas ' 865,891 13,193,916 3,099,621
§ Kentucky . 1.479,642 5775274 - 5549490
: Lovisiana o 2,084,025 7,868,128 7.642,085
o Maine _ . 508817 1,847,540 . 1535403
s Maryland : * 1450703 15.379.938 5016,113 !
‘ Massachusstts o 1,884,951 6,990,858 . 5,242,461
; Michigan S 3,622,852 14,371,488 13653547
. Minnesota . ©1.389.913 5377078 . 5,082,092
: Mississippi ) ; o 1,361,751 £,0984,872 4864881
Missourl S 1694006 - .. 6.525935 8,132,073
: Montana : Lo 449712 1560150 | - 1,459,914
.1 Nebraska ' , 568,280 - 1,986,104 1,834,350
© Nevada 410,679 - 1413,082 . 1303042 .
New Hampshire : - 0 1,250,294 1.232,872 '
© . New Jetsey . 2,445,502 : 8,792,536 7.904,169
1 New Maxico : 742,764 . 2,782,261 ©7 2,610,240
. New York . 7,166,140 . 27112295 - 25.356.328
" Noah Carolina 2,060,116 - 7,745,087 7,280,313
i North Dakota , 408,852 © 1380576 1,259,984
,  Ohio " 3,711,499 14833888 14,226,873
. Oklahgrha . 1,155,879 4,396,613 4,176,732
Oragon . Ny 1,048,333 ' 4,012,392, 3,799,363 \
Pennsylvania i ) 4,070,640 ’ 15.529,194 . 14,484,447 ;
. Rhode Island P - 442801 . 1480004 1359668
| South Carolina 278721 - U471038¢0 ¢ 7 4511825 0
! South Daketa : 427588 . 1,212,549 1,309,917
L Ténnessee : 1,660,252 . B,387.802 .. 5.599.453
© Texas f ' °7,286,644 ' 29,228,278 27,187,479 5
| Utah , ' 710,199 2,587,039 2,452,958 :
| Vermont ' 407,301 1,272,847 1.225743 |
i Virginia » 0 6,658,924 - 6,200,303
¢ Washington ~ - ( 1,583,754 ‘ 6,328,974 5,056,946
| Wast\Virginia - 779620  2.799,259 . 2738423 .
' Wisconsin o . 1,685,573 6,562,007 8320077
' Wyoming C 370,640 . 1,262,807 1224150,
© District of Columbia ‘ . 477,300 1.523,408 © 1,353,218
*l -Puerto Rico ‘ 2.381,661 9,608,968 19,064,078
| American Samioa ’ . 44,917 184,247 173864
| Gusm 47 455 194 658 . 133688
Northern Mafrénas 25,000 ©. 102,549 96,770
Palau v ©25000 102,549 79187 ‘
© \irgin Istands S -7 X144 . 380,157 358,733
 Marshall Islanids : 25,000 VL win o
¢ Micronesia . ) 73729 ) 302,433 295,289

BN e U058 AVEV N

Toil . §92,400,000 $361870,000 $33,760,000
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| | GOALS 2000:
EXAM:PLES OF HOW COMMUNITIES ACROSS THE NATION ARE
o ~ ENHANCING STUDENT ACHIEVEMENT

In Louisiana, the Quachita Pansh School System surveyed over one thousand citizens and found
that discipline is overwhelmingly the number oné prlomy Therefore, the parish is using Goals
2000 funds t6 improve student discipline, reduce suspensions, better communicate with parents by
involving them in schoo! activities, and develop rigorous academic standards for in-school
suspension classes. Furthermore, the district is creating programs in which students who have
been expelied or suspended will be expected to attend and succeed in altematwe ngorous
acadcnncc]asses : S . I S

In Fitchburg, Massachusetts, Goals 2000 funds are being used to create a math and science
integrated Jearning laboratory where teachers use computers, laser disc players and other

“equipment to develop interactive science and math lessons. Teachers in the New Bedford Public

’ Schools have developed.a partnership with the Massachusetts Institute for Technology (MIT),
and they are participating in a math and science trammg course developed by some of the most
noted professors in the couritry.

' In1 Port Huron M1ch1gan Goals 2000 funds are being used to xmplement a Reading and Wntmg

Proficiency Summer Institute in which 230 at-risk students in grades K-35 attend an intensive four
week summer school intervention which extends learning tirre.
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In Rowan County, Kentucky, Goals 2000 ﬁmds are paying for two math resource teachers to help
elementary and secondary math teachers better measure student progress in math. These resource
teachers are also training parent v olunteer: to help coach fifth and eighth grade students with their
math studies.

Scihoo]s in Springfield, Illinois see technology as one tool for helping students reach high
standards. The Springfield School District 186 is using Goals 2000 funds to provide teams from
15 schools, each made up of four teachers and administrators, with six weeks of intensive training .
in Project Lincoln (the district’s own approach to using technology throughout the curriculum).

In Wisconsin, teachers in Monroe and Monticello school districts are parti‘cip’ating in'a two-week
math, science and technology institute to develop new expertise in strategies which will help
students meet 1igorous acadermc standards in math sc1ence and technology <

In the Smyma School District in Kent County, Delaware Goals 2000 funds are bemg used to
_support existing efforts to expand parental involvement in schools by utilizing electronic
- communications (e.g., e-mail and an Internet web site) to broaden community participation.

Fundmg is also supporting the development of i irprovernent plans, the acquisition of: soﬁware and
omer marerials, and various professzonal developmerit activities. .

|
I

i
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In Ohlo Goals 2000 funds are being used for four purpose> ( 1) to increase the Ievel of student
academxc achievement in 126 low-performing districts; (2) to develop connections, mcludmg a
techno!ogy network, which allow teachers in high-performirig schools to exchange innovative
teaching practices; (3) to replicate school-level innovative practices; and, (4) to form professional
devélopm’ent partnerships between colleges of education and local »school districts.

’ I
In Hx Isborough County, Florida, funds are being used to implernent a telecommunications training
program for all teachers in'public and private schools. The program will provide rigorous
technology skills workshops and give teachers an opportunity to integrate distance leammg
technologxes into their own leaming experiences.

The Los Angeles Unified School District is using Goals 2000 funds to support the dxstnct ]
xmprovement initiative. The initiative involves restructuring the entire school system in order to
facxhtaze site-based management This restructuring involves breaking down the entire district
mto severa! smaller “clusters” of schools, thereby decentralizing decision-making and allowmg
more educational decisions to be made at the local level. -
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Alabama
Alaska

Arizo’a
Arkan) ag

hansa=
. Kentu )
Louls ana
Malpa
Maryland
Magsachusetts
" Micnigan
Minnegsota
Missipsippi
Missouri
Montapa
Nebragka
Neva
New Hampshire
New Jprsey
New Mexico
New ¥brk
North| Carolina
North Dakota
Ohic
Oklahpma
Orego%
Pernsglvanla
‘Puexrtp Rico
Rhcde[;sland
South1Carolina
Scuth; Dakota.
Tennessee
Texas|
yeah |
Varmont
VirgiPia

FROM

i

H EAD STMl
E;gggl zggr 1995 State allgcatlons

!

DOLL&E&

57,542,000 "

5,534,000
47,208,000
32,681,000

3%2,331,000
38,787,000

27,022,000

6,027,000
14,329,000
125,508,000

85,732,000

10,312,000
10,009,000
148,120,000
48,871,000
25,539,000
24,772,000
58,383,000
78,691,000
13,118,000
42,023,000
61,129,000

132,990,000
38,281,000 ¢

95,493,000
58,752,000
9,772,000
15,456,000
8,315,000
6,379,000
74,610,900
27,269,000
226,840,000
71,603,800
6,966,000
133,497,000
a0, 705,000

29,086, 000

126,251,000
132,423,000
10,453,000
44,021,200
8,258,000
61,630,000

222,302,000

18 145,000

TO

7 636 000 -

48,896,000

94567828
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ENROLEMENT

T la, 552"

1,209
10,029
8,244
72.,€5C
8,576
5,625
1,574
2,313
27,623
18,523
2,226
1,841
31,5792
11,739
6!199
6,158
14,267
19,344
3,439
£,874
13,990
0,536
8,576
24,150
14,064
2,304
3,764
1,783
‘1,232
12,016
6,821
39,491
16,161
1,738
34,215
11,165
4,698
26,149
32,118
2,834
10,415
2,025
14,213
51,925
4,334
1,486

11,147

P.az2
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Washihgton , C ‘53,288, 000 o 8,803
West Virginia 27,626,000 . : 6,522
Wisconsin A R 52,533,0g0' A 15,123
yomi ‘ . 5,09%, 000 , 313
gggZ;?gacific I 9,308,000 . - 5, 849
virgin islands ¢ = 6,228,000 . 1,420
Ameritan Indian . 95,130,000 : - 18,821
Migrant Programs o 138,802,000 : 35,243

? Total =~ |  $3,402,946,000 750,696
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Ma]or Differences Betwecn of Child Nutrition Provisions in Con gressnonal We]fare Reform
Proposals and in the Administration’s Work First and Personal Responsibility Act of 1996

° HR 4 -- the Personal Responsibility Act of 1995, as originally introduced by the
Republican leaderhip, would have block granted Child Nutrition programs and cut them by
about $6.6 billion over five years over the Administration baseline. Block grants would
have reduced food benefits for children, eliminated national nutrition standards, and
eliminated the program’s responsiveness to periods of recession or econormc hardsh:p In
addition, the bill contained burdensome immigrant provxsnons f '

° The Co‘nfei‘gncc»rcported HR4 eliminated the national Child Nutrition block grants and
f replaced them with optional School Lunch block grant demonstration projects in seven
N USDA regions: While an improvement over the original HR4, the proposed block grants
) still threatened national nutrition standards and compromised the national nature of the
| program. As with the earlier version of HR 4, this bill imposed a citizen/legal resident
eligibility test that would requires all children, including citizens, to fill out eligibility forms
-- roughly doubling the number of school meal applications that would need to be filled.
In addition, the bill hade many other cuts in Child Nutrition programs.
. ; .
. The Administration’s Work First and Personal Responsibility Act of 1996 saves $3.2
' billion over six years and makes small adjustments to Child Nutrition programs by
rounding down reimbursement rates, means-testing family day care homes, and making
other minor changes It contains no block grants and no administratively-burdensome
immiigrant provnsxons ‘ 1

. Currently, there are s two Republican leadership welfare reform bills undér considération by -
Congress: HR 3507 -- the Personal Résponsibility and Work Opportunity Act of

. 1996 -- and S 1795 -- the Agriculture Reconciliation Act of 1996. Neither bill includes

; any child nutrition block grants. The Senate bill, in addition, has made significant

; improvements. It prohibits conditioning child nutrition and certain commedny program

| assistance on c:tuzcnshxp or immigrant status. The House, on the other hand retains the
1mm1grant provisions for Child Nutrition programs,
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Alabana

‘Alaska

Arizona
Arkansas
California
Colorado
Connecticut
Delaware

+

ID:

District of Columbia

Florlida
Georgia
Hawaii
Idaho
Illinecis
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts

_Michigan

Minnesota:
Misgissippi
Missouri
Montana.
Nebraska
Nevada

New Hampshire
Neéw Jersey
New Mexico

New York
North Carclina
- North Dakota

Ohio

Oklahoma
Cregon
Pennsylvania
Puerto Rico
Rhede Island
South Carolina
South Dakota
Tennessee.

~Texas

Utahi

54,282,221
6,295,157
44,415,667
30,718,819
371,226,612
31,787,337
26,061,055
5,814,651

12,853,813

118,975,793

81,974,080

9,938,608
9,574,494

139,136,677

46,558,136
23,429,505
22,095,034
84,364,364
75,876,200
12,610,359
38,809,513

$7,263,902

126,686,122
36,930,038

92,012,142

9,562,699
14,342,152
8,016,779
5,699,002
71,188,817
24,240,691

215,678,102 -

66,642,536
6,722,846

133,913,456 .
35,073,258 -

27,079,988
119,354,307
127,065,908
10,059,851
40,772,129
7,984,880
58,609,810
213,394,321
15,831,713

14,525 |
1,209
9,846 ,
9,065 | .

70,995 |
8,118

5,660

1,455 0
2,B41

27,398
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©19,445

2,260 ¢
1;912;1
30,537 ¢

11,730

5,946

5,793 .
14,071

19,344
3,439

8,509 .

10,794
30,701
8,576

24,110

14,063
2,304
3,644

1,763

1,156
12,898

6,387
"39,062

15,695
1,738

. 33,919
11,1658
4,638
25,672
32,145
2,476

10,142

2,025
14,3890
51,521

4,028




/)rowdc $200 miflion for tlns ram.
: . ~ State by state information and a description of what type of programs this, money

prevcnuon acnvxtxes Speclﬁc information on funding by year follows:

ouse-pa sed and Senate Appro riations Comm eégassed i})p}opnatxonf dls,-vmuld

.

19,796 | @) 21 ] DOE/OFC OF SECRET ARY ‘ .

Qw% VJ@@W

A funding ch szmxlar to the one described above is needed for this pmgram M T cH\:;D

Thc following fundmg information was pulled down ﬁ'orn the Deparzment of
Education's web page? Is the information correct? If it is, it appears as though

fundmg was reduced? If it was then why? é.e,Q M N+ atd=c) OLj :

Funding History of the - 1
Safe and Drug Free Schools Program . N

- ;
f
Since FY 1987 more than three billion dollars has been appropnated for drug : ;

* Fiscal Total

Year Appropriation-

FY 1987  $200,000,000 ¥ .

FY 1988 $229,776,000 o
FY 1989 $354,500,000 v/ : .
FY 1990 $538,250,000 v - \
FY 1991 $606,341,0007 :
FY 1992  $623,963, ooo;

FY 1993 $598 227,000

FY 1994 m"’ 4(07

TY 1995 5465 931 ,000 7

FY 1996 $349486:000— HeL, ?’7‘(- 000 )

* cd upon curr;,nLCOnmmm esolution. The R:esrdcm rcquestedﬂz)oo rmlhon, fzi*_-/

) u‘-& -

! o,

helps put in place is needed. Specifically, Ohio received $10 raillion in Safe and Drug
Free School grants and used that money to instal] metal detectors,. hire Secunty guards,

slan dmg education program, [ {— Wm‘ﬁ 1 ke

by DESCS = Po&SIL\

chart, similar to the o/ge ded¢ribed above is eede for ths program.

How many\children have bcneg tted from Administr non cfforts xmpxove/expand‘ V

: jHead Start? \ s this mformaﬁon available b state? What other s\tistic »
i f used to demon ate our ! fHctiveness on tlus&fé\ , ,

SCHOOL LUNCHES



How many children have benefited ‘from the President's increase of Head Start?

. The figure 130,000 is commonly used and is cited in the 82 reasons fto veto the GOP
budget? Is this number correct? The cite and documentation are needed for this
figure and also for any additional figure which may apply.

Can we gét a copy of the DHHS press release from 10/25/95 on Head Start? It .
documents the House/Gingrich cuts. Document that the FY96 Senate Budget
Resolution froze Head Start funding and would have affected 150,0010 children.

How many students/schools would the GOP budget have cut from tHe Direct Student
Loan program? (The figure in use ranges from 2.5 million to 2.2 mxlhon students and

1350 to 1200 schools ) Cite and document these numbers. |

How many students would the FY96 Repubhcan budget proposals have cut from Pell
Grants?

Is this number consistent with figures used in the past? Cite and documem that
number. »

[ Center on Budget and Policy Priorities, 5/10/95; Education Dept., 5/96; OMB, 5/96]

Document:

The House Labor, HHS Appropriations bill that would have denied Pell Grants to
380,000 students compared (o the President's plan and 198,000 fewer students would
receive Pell Grants compared to 1995. [Congressional Record, House Vote No. 626,
8/4/95, p. H-8420; Education Department, Budget Service] ' !

How many states are participating in Goals 20007 How much fundmg has each state
received? Anecdotally, how have these states put thls funding to work e.g.

Kentucky's homework hotline? . i
: : o
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IMPACT OF HOUSE»PASSED 1897 APPROPRIATIONS BILL
- ON MAJOR EDUCATION PROGRAMS E

T L : r L !
iOverall Department Budget: The House version of the 1997 appropriations bill would

reduce the President's discretionary spending request for Department of Education
programs by $2.8 billion, or 11 percent—from $25.6 billion to $22.8 billion. Ata time of
.record high enroliments nationwide, a reduction of this magnitude can be seen only as an
attempt to seriously undermine an effective Federal partnership with States and .
communities in such vital areas as reforming teaching and learning in the Natlon s schools,
improving the qua lity of its teachers, creating safer school environments, and providing
rnnovatrve technology in classrooms . | .

Goals 2000: (-$491 r"mllno‘n from the President’s $491 million request) The House would
end Federal support for efforts underway in nearly all States and thousands of
‘communities to raise academic standards and encourageé students to work Rard to meet
them. Nationwide, the House would eliminate funds that would, under the President’s
11997 request, help more'than 12,000 schools annually to better use resources to improve
teachmg and learning and to increase parents' involvement in their children’s education. In
addrtron a program of assistance for 42 parent information and resaurce centers would be
terminated. These centers hold great promise for supporting the.new National Education
Goal on parental involvement and helping to bring parents together as full partners in State
‘and local education reform efforts ,
School»to-Work (~ 50 million from the President's 3400 million request: for the .
Departments of Education and Labor) The House would fund no new State irhplementation
‘grants. Asa result, the number of States recewmg grants would remain at 38, instéad of
increasing to the planned 49. In addition, 10 new urban/rural opportunrty grants would not
be awarded to local partnerships in hrgh-poverty areas: ' '

Title I Grants to LEAs: (-$414 million from the Presrdent's $7.2 billion request) Title I,

which currently provides supplemental funding to help 6.8 million disadvantaged children

learn to the same high standards as other children, would reach 6 percent (413,000) fewer

drsadvantaged children than would the President’s. 1997 budget request. = :

I

‘Ersenhower Professional Development: (-$610 million from the Presrdent s _

:$610 million request) The House would prevent an estimated 750,000 teachers and other

. educators from receiving professional development to teach to new standards in the core
,academic subjects—-a cntlcal need if educatron reform is to succeed. ; f

Safe and. Drug-Free Schools: (-$74 million from the President's $515 million request)
‘Despite the rising incidence of student drug use and violence in schools, the House is
"propo‘sing to level-fund Federal support for drug and violence prevention programs that
serve about 40 million students in 97 percent of the Nation's school districts: The level of
semces would be 14 percent below the level prowded forin the Presrdent S budget

Blhngual Education: (-$40 million from the Presidenit’'s $157 miflion request) Compared
‘to the President's 1987 request, the House would eliminate: (1).grants to State -
educatrona! agencies to imprave instructional services for limited Enghsh prof cient

- ;students; (2) the National Clearinghouse for Bilingua! Education, which responds to 42,000
‘requests for information from teachers each year; (3) dissemination of information on
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program deSIgned speCIf cally to encourage gender equxty in the classreom‘ And :t
‘includes a 48 percent cut in the request for Title IV, éffectively ending the civil rights and

‘ "desegregatton activities of State educatronal agencres

- ;Vocatlanal Education: (-544 million from the President's $1.1 billion request) Basic
. |State Grant funds support services to approximately 12.4 million students per year. With
the proposed House freeze, States and communities would not have the resources
needed to prepare additional numbers of youth and adults for productive careers ina
changmg economy. ;

! Adult Education: (-$46 million from the Presiderit's $300 million request) Desplte the .
‘fact that there is a literacy crisis in this country, and that Federal funds provide only about
:$70 per adult learner, the House would level-fund Adult Education State Grants. States’
sefforls to help 4 million adults develop basic skills, including literacy, and achreve
oertrﬂcatron of high school equivalency would be seriously hindered.

: PeII Grants: (-$577 million from the President's $5.9 billion request) The maximum
‘award of $2,500 provided by the House is increased by $30.over. 1996, but.i rs still $200 -
‘below the President's request of $2,700. Some 108,000 fewer needy studepts would be
served than the 3. 9 mzlhon that would receive grants under the President’s request.

l
Perkms Loans: (-$158 million from the Presxdent's $158 million request) The House
'would not provide a new’ Federal Capital Contribution appropriation for this need-based

| \postsecondary student loan program that makes low-interest loans to more than 700,000

college students per year The House action would ehmmate some 151, 000 loan
recrprents '
'Presidential Honors Scholarships: (-$130 million from the President's $130 million
‘request) The House would provide no support for this Administration initiative to reward
- .the excellence and achievement of the top 5 percent of graduatmg high scheol students.
In 1997, some 130,000 high school graduates would not recelve these proposed $1,000
college scholarships. ‘
Drrect Student Loans: ( -$175 million from the permanent appropriation of $595 million)
‘The House proposal would reduce mandatory spending for the administration of the Direct
'Loan program, making it impossible for the Department to ensure the integrity of its
.studenit loan programs, and effectively capping the volume of direct lending. The Direct
'Loan program provides more efficient foan deliveries and- flexible, long- term repayment
optrons for 2.6 million borrowers at over 1,700 schools nationwide. !

I_)__gartment Discretionary Programs: The House would contxnue its overall policy of
‘providing no funding for discretionary grant prograrns that support research,
‘demonstration, training, technical assistance, and evaluation activities that help States,
cornmunities, and schools improve education at all levels. The bill would eliminate
approxlmately $100 million for such activities as Eisenhower Professional Development
'national activities, Bilingual Education support services, and Safe and Drug- :Free Schools
inational programs, while providing only a $14 million increase in Education Research that
'might be used for similar projects. This approach greatly restricts one of the oldest, most
.efficient, and cost-effective Federal roles in education: supporting State and local -
development and dissemination of effective educational practices throughout the Nation.

1
1

,Budget Service
‘July 15, 1996

i
H
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:eﬁedxve bilingual education models; and (4) a major research study of trends and
timprovement in bilingual education. Despite a major shortage of trained bilingual
.teachers, the House would also eliminate professional development for 6, 000 blhngual .

. .educators.

| : , ‘ ' i

' immigrant Education: (-sso rillion from the President's $100 million request) The
'House would freeze assistance that helps school districts enrolling large nurmbers of
'immigrant students pay the costs of educating over 800,000 immigrant stiudents annually.
The Presldent s proposal would double these payments, from $61 to $122 per student.

Sgec:al Educahon (-$279 million from the President's $2.6 billion request) ‘States are

. required to provide free appropriate public education to all children with disabilities

‘regardless of the amount of the Federal contribution toward meeting the excess cost of

'their services. Because of increases in the. number of children requiring semces and

.inflation, a freeze on funding for Grants to States would result in a drop in the Federal

* contribution from 7 percent to'6 percent of the excess cost for about 5.8 million children

“with disabilities who will need services'in 1997. This reduction would significantly impede
' State efforts to improve academic achievement for children with disabili ities.

| ' Charter Sc Schools:. (—525 million from the President's $40 million request) The House
| - would support about 300 fewer charter schools compared to the more than 600 schools
' that would be funded by the President's request. This program, which supports parental

} choice in pubhc educalion, would be restricted just when additional States are enacting

' charter schools leglslatnon and more communities need plannmg and start—up costs for

" new schools.

' Educationial Tet:hnoldgg (-3309 million from the President's request of $357 Jillion)

i'Much greater investment in technology for schools is needed to provide all students the
" knowledge and skills essential for further learning and work in the 21st century.

' (1) Despite evidence that only 9 percent of elementary and secondary classrooms are

. connected to the Intemnet, the House would include no funding for the President's

' 8250 million initiative, the Technology Literacy Challenge Fund. This program would

- provide formula grants to States to stimulate State, local, and private sector partnerships

focused on providing school districts with furids for hardware, software, connections, and
teacher training needed to fully integrate technology iito teaching and learnmg The

. initiative would also address the persistent inequities that must be ehm:nated in the

E distribution of up-to-date technology to schools if poor students are to be aflforded the
, same educational opportunities as more advantaged students. (2) The House would
" reduce by $22 million the President's $60 million request for the Local Innovation

| Challenge Fund which provides competitive awards to consortia that lnclude poor school

. districts to develop innovative applications of technology. No new awards would be made,

_ including those for using technology to expand learning opportunities for adults. (3) The
' House would terminate funding for Star Schools (-$25 miilion), which is cu‘rr‘entl'y

. providing distance learning to tens of thousands of students and teachiers i in poor and

~ isolated schools in over 40 States who otherwise-might not have access to. h;gh quality

{ instruction or professmnal development.

? Educatlonal__g_ltv Programs (WEEA and Title IV, CIVH Rights Act; -$8. 7 rmlhon from

' the President’'s $18 million request) The Nation will not achieve the. National Education

* Goals unless all children have the opportumty fo achieve to high standards But the House

. would not-fund programs that help ensure educational equity for women and minorities. It
cuts by 50 percent fundmg for the Women's Educational Equity Act, the only Federal

I

i
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ALABAMA
ALASKA
ARIZONA
ARKANSAS
CALIFORNIA
COLORADO*
CONNECTICUT
DELAWARE"
FLORIDA
GEORGIA
HAWAII
IDAHO
ILLINOIS
INDIANA
IOWA*

LOUISIANA
MAINE
MARYLAND*
MASSACHUSETTS* -
MICHIGAN* :
MINNESOTA*
MISSISSIPPI
MISSOURI
MONTANA+
NEBRASKA
NEVADA* o
NEW.HAMPSHIRE+
NEW.JERSEY

- NEW.MEXICO*
NEW.YORK
NORTH.CAROLINA
NORTH.DAKOTA*
OHIO* :
OKLAHOMA+
OREGON*

~ PENNSYLVANIA
RHODE.ISLAND

- SOUTH.CAROLINA
SOUTH.DAKOTA
TENNESSEE
TEXAS*

" UTAH®
VERMONT*
VIRGINIA
WASHINGTON"
WEST.VIRGINIA®
WISCONSIN
WYOMING
DISTRICT.OF.COLUMBIA
PUERTO RICO

OUTLYING AREAS, BIA and
. ALASKA NATIVES

PEER REVIEW SET-ASIDE

TOTAL

Wiviva

mdacates State has received 1996 grant award
+ - funds are available for award directly to LEAs in the State on a competrtrve basis

2202 401 6139 _ ED/OUS/BS
i
23-Jul-96 -
i
FY 1994 FY 1945 FY 1996 :
Allocation Allocation Allocidtion ;
- $1,601,966 %0 $5,675,986 i
455,503 1,603,780 1,437,296 :
1,362,358 5,649,307 5,038,557 '
: 991 579 3,783,542 3,434,819 |
© 10,524,929 43,646,844 39,211,219 L
1,085,028 4,444 927 3,922,624 |
. 960,721 3,586,972 3,149,585 '
405,701 1,338,680 1,242,928 b
4,026,309 16,439,307 14,713,635 ‘
2,360,625 9,286,084 8,515,014 |
417,148 1432053 . 1307668 .. ;
457 565 1,625,598 1,478,175 .
4,142,656 16,575,525 15,050,826 ‘.
1,734,498 6,796,298 6,280,894 !
886,746 3,337,057 3,077 877 |
864,615 3,310,395 3,089,621 :
1,477,200 5,985,736 5,549,490 !
2,086,082 8,258,441 7,642,089 ‘
505,866 1,707,617 1,535,403
1,448,309 . 5,576,162 - 5,016,113
1,881,814 7,245,727 6,242,461
- 3,628,515 14,895,257 13,653,547
1,387,624 §,573,220 5,062,092 |
- 1,359,516 5,280,585 4,864,881 .
1,691,269 . 6,763,805 6,132,073 )
449,712 1,617,050 1,459,814 I
567,422 2,058,543 1,834,350 :
410,095 1,470,830 1,303,042
0 1,337,386 1,232,612
2,447 997 9,113,159 7,904,169 :
. 741,603 2,883,664 2,610,240 ;
7,173,281 28,100,168 25,358,328 !
2,062,239 8,027,556 7,280,313 !
406,274 1,389,495 1,259,984 ;
3,715,308 15,374,440 14,226,873 !
1,153,998 4,556,812 4,176,732 ;
1,046,640 4158872 . 3,798,963 H
i 4,074,763 16,005,253 - 14,464,447 ,
‘ 442,261 1,533,891 11,359,668 f
b1,274,631 4,882,089 4,511,625 :
: 426,975 1,464,085 1,309,917
' 1,877,480 . 6,620,697 © 5,899,453 :
© 7,293,899 30,293,528 27,187,479 |
708,092 2,681,446 2,452,958 ;
408,722 1,319,304 1,225,743 i
C 0 .0 8,200,305 f
1,581,128 6,559,793 5,056,946 1
778,396 2,801,252 2,788,423 :
1,682,771 6,822,104 6,320,177 |
370,124 1,309,003 1,224,150
476,600 1,578,973 1,353,218 .
2,383,988 9,958,890 9,064,078 §
920,000 3,618,700 13,400,000 '
0 0 300,000 :
59‘2 400,000 $361,870,000. $340,000,000 ?
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Head Start Funding Chan (dollars in mHIions)

FY93 FY94 EY96

~ President's Request A $3,851 - $4,028 -
House ’ ‘ $3,276  $3,535
Senate T $3,276  $3,545

Enacted (post rescission) . $2.776  $3,328  $3,534

Numiber of Children Served 713,903 740,493 750,700

!

750,000

JUL 23'96
FY$6 Fys?
- $3,935 - $3,981 -
$3.357  $3.800
 $3,534 .
$3,570
800,000

o The Administration has In?péted an additional $794 million in Head Start above FY83.

i

!

0:01 No.CO& P.04

o Since FY83, Head Start opportunities for children have increased by an additional 36},000 slots.

B

] o The President's FY97 Budget Request proposes an increase of 3-411 million above FYQB levels
In order 16 secure an additional 50 000 Head Start opportunmes |
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Gosls 2000 - Title Wl
FY 1995 Allocations

, . FY1995
Stéte o Original . -
o ‘ Allotment
TOTAL, 52 STATES: - $358,251,300
ALABAMA ; ' $5,941,766
ALASKA , . - 1,547,345
ARIZONA - : .- . 5450582
ARKANSAS > 3,650,495
CALIFORNIA : 42,111,705
COLORADQ . . 4,288,514
CONNECTICUT = . - 3,460,756
DELAWARE ° 4 : 1,291,544
FLORIDA =~ . .15861,034
GEORGIA o ;  B,859,402
. HAWAII - S 1,381,641
IDAHO ' 1,568,397
ILLINOIS’ : .« 15882571
INDIANA - : ~ .~ B,557.145
IOWA =~ : - 3219618
KANSAS o : '3,193.916 .
.. KENTUCKY - .. 5775274
* LOUISIANA , 7,968,128
MAINE . 71,647,540
MARYLAND ~  © 5,379,938 -
MASSACHUSETTS . * - © -7 5,990,859
MICHIGAN. 14,371,488
MINNESOTA . 5377078
MISSISSIPPI - -7 5,094,972
MISSQURI ‘ 6,525,935
MONTANA* ' o . 1,560,150 -
. NEBRASKA B ‘ 1,986,104 -
NEVADA R 1419,052"
NEW.HAMPSHIRE* - © . 1,290,294
NEW.JERSEY "’ 8,792,536
NEW.MEXICO ‘ _ 2,782,261
NEWYORK = . . 27112295
NORTH.CAROLINA™ , =~ © 7745087
NORTH.DAKOTA T 1,340,576
OHIO ‘ o © 14,833,684 ,
OKLAHOMA* o 4396813
OREGON : o 4012392
PENNSYLVANIA - - . © .. 15,529,184
RHODE.ISLAND . T 1,480,004
SOUTH.CAROLINA - ' 4,710,359
SOUTH.DAKOTA . 1,412,549
- TENNESSEE ' ‘ - 5,387,802
TEXAS | 29228278
UTAH - . 2,587,039
. VERMONT, 1,272,847
VIRGINIA : " - 6,658,924
WASHINGTON o 6,328,974
WEST.VIRGINIA , 2,799,259
WISCONSIN ¢ 6,582,097
WYOMING o 1,262,807
OISTRICT.OF. COLUMBIA -~ . 1523409 .
PUERTQRICO - -~ 9608,968
QUTLYING AREAS, BIA, and - P
ALASKA NATIVES A ,3‘618,700
. TOTAL - . $361,870, 000

-inFY 1995 funds are avai!able for award: dnrectly to LEAs in the State on a compem ve basrs

ED/0US/BS

" Reallocation of.
- unused funds
. {AL and VA)

$12,600,660

$0

56,435

133,046
1,535,140
156,413
126,216

47437
578,273, . ..

* 326,882
50,412
- 57,200

| 582,954

239,152
- 117,438
116,479
210,462
280,313
60,077
186,224
254,868
523,769
196,142
185,613
237,970
56,900
72,439

47,091
320,622
101,403
987,873

282,469

48,918

540,756
160,299+ -

'"146,280

53,987
171,730
51,535

232,894
1 065,250
94,407
46,457

0' .
230,819
101,863 .

240,006
46,096
55,565

$12, 600 690

Aliotment |

198,724 - .

51,778,

566,059

Y 349922

[
i
i
|
¢

B
)

: 23~Ju|¢§8

FY 1995 |
Final . |

|
|
r
P

$358,251,300

s0
1,603,780
5649307

13,783,542

43,646,844

4,444 927 .-

3,586,972

1338680' ,
16,439,307 . .

9.286.0}34
1,432,053
1,625,598
16,575,525
6,796,298

113,337,057

3,310,385
5,985,736
8,258,441
1,707,617
5,576,162
7,245,727
14,895,257
5,573,220

5,280,585 .

6,763,805
1,617,050

. 2,058,543 -

1,470,830
1,337,386
9,113,159
2,883,664
28,100,168

8,027,556

1,389,495

15.374,440
4,556,912 -

4,158,672

16,005,253
1,533,091 °

4,882,089
1,464,085
6,620,697
30,293,528
2,681,446
1,319,304

0.

8,559,793
2,801,252
6,822,104
1,309,003
1,578,973
9,958.8’5{0

,f
3,618,700
s361, 870000
‘
l;
i

i
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N.idsession Update: . i
{Prograrm - ] ] _Diffarence Compared to Scenario i B
Key Soenano ' , Statistics A e e [T 1T E T F | 6 H A
. Fy 1985 enactsd, ourrem law , 1 $2,340 - : a S -
CA - §5,756
- 5488 miflion ona yoar surprus $6,2441
: _ - 3728} -
FY 1996 current lav, freezing * - $2,340 | - o801 - Legand . Maximum Avmd . ) I
;] madimum award at 1995 level - | 86807 _ . 851 - .~ —f—--- -~ Estimated Cost (mutwns) 7 N
T T INo Surplis Carryover . |- -$5,807 -$437 ) .. Estimated BA {mitlions) -
__'$815 Surplus Remaining * © 3758 3 ~ Estimated Reciplents (thousands)
. FY 1996-President’s Budgst $2,620] . $200) $280 T .
C Assumes Requsst unchanged . 36669 . $913 $862
$68 million” Surplus Carryover* T $6,601 . 3357 $794|
3747 million Surplus Remaining * 3,910 182 1521 .
. FY 1996, freszing BA at 1695 $2,480 $140 -$140 $140
D: enacted level (Assumed CBR) $6,244 L$463 $437 $425 ) ;
’ No Surplus Carryover $6,244 - $0 5437 -$357
_- 1815 Surplus Remaining * 3837 109 e -713). -
. FY 1996, freezing BA at 1895 $2.600| $2€0 32601 - -$20 5120
“E snacted level (Assumed CBR) $6,618|  $860| . $809[. _ -$33] . $312
= $372 million Surplus Carryover $8244 s0|-  $437| . -$357 .- sof
$443 mifion Surpius Remaining * 3889 - w141, -11 . 62 ) _
g " JFY 1696 House Bill : © $2,440| $1001 - $1000 -&180 -840 =$160 -
F . {5600 min, disqual. hidef. schools $5,977 s | $170 -§6821  .-$267 -$639 | .
© "7 15280 million Surplus Carryover * 45697 | -$547 §110: 5004 | -$547 ~$5471
'1$535 milion Surplus Remaining * . 3500 . el 208 ({-%g\ S R307 369
FY.1898 House Bili Comparison $2,440[ 33007 | $100  -$ L840 -ste0| w0 -
©L 6 ¢ |Current Laws Minimum Award $6,116) .. - §359].  -$308|-  -$554 -$129 35011 4138 .
.. .|s315million Surplus Carryover ¢ . $5.800| ~ -~ -bd44 -$7 -$801 1 . . -$444 -$444) 100 . ,
- . |$500 millioh Surplus Remaining * 3,816 88 581 < -84 21 - -83 286 o
' IFY 2002 current law, freezing ~$2,340 30 30| T -s280] - 9120  -$260 Al -$100 - I
H - |madmum award at 1895 love . $6,348] - 5921 . 541 -$32% 3104 -$268 971 . - $233) A
I PR . '$6,348 $104) . $541 -$253 '$104 $104 $651 |  $548. c
: . I 4,066 . 338/ 308 156 “2281 167 8361 250 ’ o
T {FY 2002 President’s Budgst 43,128 $788 |- $788| $508 1648 $528° $s68] - 668 - $788 -
[ S : - $9,003(  $3277|. $3226|- $2364 $2,769 $2,4171 83058 . $2918| §2,685 B E
-  $9,033|° 32789 $3,226 $2452 ) $2769) $2789;  §3336 $3233]  $2,685 B
e ) - ' o 4500) 775 - 745 56371 668 504 873 687 - 4371 C
, FY 2002, freszing BA at 1995 $2,300 | - -$40 -$407° -4320 '5180 3300 ~$140 -3140 -840 -$6281 .
R enatted level (Assumsd $6,244|.  s488| $437 <§425 01 -$72 $267 $1297 8104 82,789
" -|Congressional Budgat Resolution) - $6,244 0} 8437 -$357° - 01 , 80| 8547 1444 -$104  -$2,789
: . 4,039 Nl - 281 19 202 | 140 509 7 27 464
"+ Refiocts onactmentoa'H R. 1844 which rescmds $65 miflion and corrects an appropnabm srrov of 33 5 m: flion,
laa»énga p!o;ectad surptus of 8815 m;llton at tha end oltho 199596 av.ard year I ‘ = o - e
0&!22}95095-6 AM
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m i Va all Gra tSoe
. NidSOBSIOD Updato .
- ‘ ~ “|Program’ N - Difference Compared to Scenario - .
Key Soenano Statistics A/l B ¢c | o T T fF T 6 T H 1
FY 1985 anacled ourram law $2,340 - : . : ) ’
A $5,756
$488 mitlion one year surplus - §6,244|
5 L o . 3,728
S FY 1996 current law, freezing . $2,340 | $Of Legen:! Macimum Award
-8 maimumawardat 1895level 85807 .- 851F o _[|l. o Estimated.Cost. (mitions). . - - — B -
T T |Nosarplis Camyover $5,807 -$437 Estimated BA (millions) .
‘$815 Surptus Remaining * 3,758 . 5 Estimated Reciplents (thousands)
FY 1896-President's Budgst - $2,620 - $280 $280 . )
C  |Assumes Requsst unchanged . $6,669 - $913 $862
. |$68 miltion Surplus Caryover®. 36,601 - . $357] $794
$747 million Surpliss Remaining * 3910 482 520 ,
... |FY 19986, freezing BA at 1895 $24801 - $140| - 5140 -$140 | i
D snacted level (Assurned CBR) $6,244 C$483| - $437 -$425
Lo No Surplus Carryover 85244 - 80 . $437 " $357
B $815 Surplus Remaining * 3,637 108 79} -731 -
© IFY 1898, freezing BA at 1895. - $2,600( $260 $260) - - -$20f = $120 -
E - |snacted level (Assumed CBR) -. $6616|  $860|  $809 -$53| " $ar2 ;
"1$372 miliion Surplus Carryover $8,244 . s0! - $437 5357 - $0| ‘
© .. |5449 mittion Surplus Remaining * ©.9899). - 71l - 141 41T 62 R *
S FY 1896 House Bill o $2 440 $1001 - $1007 - 18O .- - -$40 -$160 |-
£ - . |$600 min, disqual. hi-def. schoors- 1 sser7 $221| ~  $170 3692} - -$267 -$639 | .
'. $280 miflion Surplus Carryover * . $5,697 - - gﬂ\ . 8180 %991 - -$547 ~§547 1"
$535 milion Surplus Remaining * 3530  £.198)) 228 (=330 307 3591 v
FY 1998 House Bill Comparison $2,440[ 5300 . $100; - -$180| - $40| - -$160 - 10
G Cusrsnt Law Minimum Award. $6,1161 .- 8359 $308 ) . . -$584| 8120 -8601 | - 4128
$315 million Surplus Carryover * $5,800] - - -3444 87| -$801 . 7 -$444) - -$4440 4100 7
7. " |$500 mition Surplus Remammg - 3,816 .88 I R I -831 - pd: I
. [FY 2002 current law, freezing, $2,340 ] . 30 0} 5280 3140 -$260( - ~3100 -$100
‘H° |madmum award.at 1895 level - . $6,348 | $592 $541 1 | -5an 8104 -$2681  8371| . 5233
B o o $6,340 | $104 . $641 -$253 - $104 $M1CA | -$651 5548
1 4,066| . . 38| . 308 156 29| 6T 53 250
FY 2002 President's Budget $3.128 ~$788 $788 $508 $648 | $§528 | 1688 $668 - $788
{ . . ’ - $9,063, $32717 $3,226 $2364 $2,789 $2,417}  $3058 52918 - $2,685
o - $9,033| . $2789 43,228 $2,4%2 $2,7689 82, 789 $3338(- $3233| . $2.685
o . . - ) 4,500 | 775 745 543 666 - 604 . 873 687 437
. |FY 2002, freezing BA al 1995 $2,300 -$40 -$40 -§$340 . -$180 1 -$300 (. -$140 ~$140 -$40 . -$828
B snacted laval (Assumed: . T $8,244 $488° $437| . 4475 - 10 -$3721 $267 129 -$104| -$2,789
. Congressional Budget Resolution) $6,244 10 '$437 | . -$357 | . $0° $0 $547 $444 -$104 -$2,789
L o . 4,039 311 281 | 129 202 1401 - 509 223 -27. -484
* Reflocts enaclmenl oi‘ H.R. 1844 which rescinds SBS mitiion and omects an appropnatlm errof of $3.5 million,
Laawng a pro;ectod wmtm of 815 m;llpon at the end of the 199596 av.md year '
EI) .Q/J,‘:L/Mw.j‘?f
‘qq(o mdsaQwa (L/Pdod‘&,
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~ Comparison of Various Pell Grant Soenarics

Pz

~.. Midsession Update:
. i , Program TN : Difference Compared to Scenario ,
Key  |Scenario - T Statistics AT e T ¢ | o T e T F T o T 7w T
F¥Y 1895 enactad, oumant lav : $2.340( o , - R
A ; $5,756 | -
: $488 million ona yeaf surplus $6,244
- 3728 - ‘ S
FY 1996 currenl taw, freezing . - $2,340 . %0 : : Legend:. Maximum Award : e 4 - ——
-8 . Imaximum award at 1295 level eor) - ossip - O |l._.._ . _Estimated Cost(milions) -, .. il f e e L
et b o ot NG Surphds Camryever T T T )T 85,8077 T $4ar | , Estimated BA {millions) : :
$815 Surplus Remaining ¢ - | 3758 . 30). ' ‘ Estlmated Reciplants (mouwnds)
: FY 1896-President’s Budget . $2,620 $280 | $280 .
"€ |Assumes Requast unchanged 6669 . $913¢ °  s862
" [s6Bmilion Surplus Carryover® $5,601 . 8357 - $794
$747 million Surplus Remaining-"_ - . 93910} . -182| . - 152 L ) o
: FY 1996, freszing BA@t 1095 =~ |~ $2,480|  $140| 140 $140] Lo T e
D snacted level (Assumed CBR) - $6,244| . $488 $4371 . -§425] . SR .
No Surplus Carryover 65,244 - . $0 ‘$437 $357 R E . oS T
$815 Surplus Ramaining * . 3837 109 79 <1 LT .
« Y 1998, freezing BA at 1995 $2600 .  $z€0| - 3260} -$20f - 81200 0 o - e
E snacted level (Assumed CBR) "1 $8616 3880 | $B09 -$53] - . sarz|r -
$372 million Surpius Carryover , $8,244 C 804 $437 -$357 T .30 -,
$443 million Surplus Remaining * : 2899 . - 71 . 144 Rk 1 .
JFY 1896 House Bill - : - $2,4401 - $100 $100 ~$180} -$40|° . -$160
F $600 min, disqua?, hi-def. schools $89777 - s21|- - #1170 -$692 -$267)  -$6839 .
$280 million Surpius Carryover * - 45697 -8547: . -3110¢ - -$5471 = -$547
$535 milfon Surplus Remaining * 35| ¢-198 ‘Q 228 &7@ Q07| 369 :
: ‘ FY 1898 Housse Bill Comparison . $2 440 871007 $100 -$180 -$407 - --$160| - 0
_— N G Current Law Minimum Award - . $6.115 - $359° $308 |- -$554 ~$129| . -8801 | $128
. $315 million Surplus Carcyover * 35,800 o -b444 -$7 -$601 8444 | -$444 -$1C3§ -
$500 million Surplus Remaining * 3,816 - 581 - -84 2100 - 83 286] . ,
IFY 2002 curront law, freezing - . $2,340 | 30 Y| | -5280 3140} -$260 -$100 -$100;
H madmum award at 1895 level $63481 = §592| $541 -S53N $1045- . 5268 0371 . 5233 -
T $6348| . $104|_ 8541 -$253 $104. $104] - 8651 . $548] -
. . : ; 4,065 338 308 158 . 291 1671 . . 536 2501 . Lo
FY 2002 President’'s Budget- ) - 43,128 -3788]  ° $788 - $508 - §6481  -$528| - sced| - 3688 8788,
{ C ST EE $9,033( ~ §3217 $3226| . $2,364] . $2,789|  .$2,417 33,058 52918, - $2685]
. - S Co $9,0331  $2783| - 43,226 $24321 92769 " $2,789 $3,936 $3233| - $2.685) -
) . 4,503 715 - 7451 553 - 668 . ‘604 873 687) . 4374 . - |
. FY-2002, freazing BAat 1985 . $2,200 - -$40] . %401 4320  -$180] . -3300)  -$14D -4140 -$40| - -$828
@ 4 lenacted leval (Assumed . 88,244 - 3488| - ~$d37 -$425 0| %372 s267 $120| | -$104| " .$2,789 )
= © ‘|Congressional Budgat Resoiution) $6,244 © o 30{- - $437 -3357 |- 0] - - %0 $547 $444 -$104 -$2,789
S 1. ) L ) 4,039 R 281 1284 . 20000 {40] 500 20 -27 464
o * Reflocts enactment of H.R. 1844 which rescinds $65 millian and corrects an appropriation error of $3.5 million, .°
» /:\_ ieamno a pro;ected wrptws of $815 million at the end of the 199596 av.-a'd year '
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... Midsession Update:
. I : . {Program B . Difference Compared to Scenario
Key  |Scenario ‘ statisties |- A ] . I ¢ | o 1T E T F T =6 H. | 1
- FY 1295 enacted, ourrent law , $2,340 T R S ’ ' :
A C §5,756 R C ST
$488 million ona year surplus $6,244 T ' : -
' D Y ol CoR . B
FY 1996 current lav, freezing 40 .$2340| $01 . < . . Jlegend:  Maximum Award S .
‘8 maimum swardat 1995level | 8s807( - §51| - - |l Estimated.Cost. (mitiorSS)—-L;-‘—uv- s e e
TTT T UINGSUrplus Cemyover . | $5.807] 437 o , . Estimated BA (millions) ' '
$815 Surplus Remaining * ) 3,758 . _Estimaled Rec:prants (thousands)
FY 1998—Prasident’s Budyet 182,620 $280| - $280) . ;
o Assumees Requsst unchanged 3$6.669 . $813 - s862| "
$68 million Surplus Carryover* | 86601 - 8357 $794| 7. ‘
$747 million Surplus Remaining* |-~ 3,910 . " 182 152} R
‘ FY 19986, fresezing BA at 1695 - $2,480 | $140 $140] 8140 T T
D lanacted lavel (Assured CBR) 1 . $6244 T $4831 . $497 $425] S
" |No Surplus Carryover - S $6,244 80 $437| $357
$815 Surplus Remaining * - . 3837 109 79 -73
— [FY 1996, freezing BA at 1895 - | $2,600 T$ze0| T $260 -$20 3120 .
E  [onacted level (Assumed CBR) . . $66168|  $860| - $8O9| - . -$52 . $372 s
$372 million Surplus Carryover - $8,244 80 - %437 -$957 - $§0 L
5443 mition Surplus Remaining® |~ 2.899| 79 141y 7 N1 62| ‘
' FY 1086 House Bl $2,440 | $100[ . $100| _ -$180 -840, $160 | e
F $600 min, disqual. hi~def. schools . $5977 LYZa 00 170 -$632 -$267 -$639 E
" |$280 mitlion Surplus Carryover ¢ - .| 85697 | - -3547 $110 -5 S o3847 0 -$547 .
- 5535 milion Surplus Remaining®. 1. 3530 138)) © 228 («w):,) 307 | 369 .
© -IFY 1988 House Bili Comparison - $2,440 R 3100 . $100 -$180 o 840 +$160-] $0) C
G Current Law Minimum Award - $6,115 - $359 $308 -$554 C-8179 0 8501 . 1128
-« |s31S million Surplus Carcyover* . | - $5800|  -$444| -$7| -$801 -$444 -$444| 41| . L
$500 million Surplus Remaining * 3,816 .. 28 , 581 -94 -21 -83). 2881 . .
. JFY 2002 current law, freezing |- $2340 50 30| . -$280 -3140| - 3260 -$100 -$100; o
T H O madmum award aHQQSIeveI T $6348] . $592 $541] © 8321 .. %104 - --s268) - $I7R| . S|
. ‘ ; 10863480 U $104| - $541)- . $253|. - . $104) T 8104| - $651) - -$548 S
, - .. A068 38| 08| . 156 2291 167| - 536| - 250 ‘
. . [FY 2002 President’s Budget S 83428 ‘ «3788 . $798] - $508 1648 T$528[ 688 3668 $788 |
'l o : . S $9,033| . $3,277] $3228| . $2364] $2.769 32 417]. 33,058 $2.018 $2,685
' o ' $9,033 $27891 . $3,2268| - $24%2 $2,769| ° $2,789 $3336| $3233 $2,685
- , ‘ 4,600 7151 7451 5931 €66 5804. . 873 687 437
- [FY 2002, freozing BA'at 1995 | 32300 © -$40 -$401 4320 -3180 T 83001 -$14D -$140 -$40 |
d snacted levet (Assumed - _ $8,244| - 3488 $437| 4425 i ] -3372"' . $207 $129]° -$104] . .$2,789) -
~ Congressionai Budget Resolution) T 8$6244| . 30 $437 -$357 . $0 80 -§547 1444 -$104|  -$2,788 .
' N o 4,039 314 Y :: TR 1140, ) n 27

$626| -

* Reflocts anactment of H.R. 1844 which rescmds $65 million and corrects an appropnabm error 01 33 5 melhon
Feavmg 2 pro;ected swpme of 3815 mxllron atthe ‘end of the 1995»96 a\sard year '
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‘ - .- |Program - N i - . Difterence Compared to Scenario ;
Key  |Scenario - __Istatisties | A T B ] ¢ 1o B T F I e T W 1 v
© . {FY 1895 enacted, ourremlaw S §$2340 S 3 R o : :
A ). 45,756
R Vséaa million ona )fear surplus -$6,244
N ’ , ' . “ 3728 : : : A
D - |FY 1996 currentlaw, freezing - $2,340 $0f - . [legend:  Maximium Award. o ..
, 8 ' |maimum award at 1995 level - : 865807 - ss1)- . . “Estimated Cost(mitions) - .. . _| ST RN S
TTTTITITI T TUN Sufplus Carryover | $5,807 8437 ' : - ‘Estimated BA (riflions) ‘
$815 Surplus Remaining * -l - 3758 T3 : -~ Estimated Reaciplants {thousands)
) FY 1896—-Prasident’s Budget = - $2,620 - $280 $280} . : R : ' ]
c Assumes Requsst unchanged. 36,669 - $913 5862 .
. $68 million Surplus Carryover* . $6,601| . . 8357 $794
$747 million Surplus Remaining* .~ -3,910 182 152 .
. |FY 1986, freezing BA at 1895 _ ©-$2,480 - $740 $140 -$140 RN
D anacted level (Assumed CBR}) g’ $6,244 " $483 $437 -$425 o :
No Surplus Carryover : : £6,244 80 $437 -$357
- 1$815 Surplus Remaining * ‘ 3837 - 109 79 - -73 , o
i FY 1006, freszing BA at 1695 | $2,600 . $280 260 . -320] = B120}. °
E snacted level (Assumed CHBR) . $6,616 " $860 §8091 - -$53| © §372
. |$372 million Surplus Carryover : $8,244 . s0] $437 -8357 -$01.
16440 milion Surplus Remaining * |~ . 3,899 YA LY A1 82 . -
Y1886 House Bl - - 1 $2,440 $1001 . $100 -$1801 - -$40 . ~$160 T
F- $600 min, disqual. hi-def. schoals =" | . $5977) -~ $221; - §170| - -B682| - -$267] . 13639 |
’ $280 milllon Surplus Careyover * ~ 1| » . $5687| = -} . 31301 -5904|  -ss47| . -8547( . -
:|$535 milion Surplus Remaining® - | 3530 198D 228 - (30D ao7| ees|
o £Y 1998 House Bill Comparison " $2,440 . 8300 . $1007  --$180 $401 . 8160 - 80l L R R
-6 . |Cuwrent Lays Minimum Award ) - 81SF - 5358 $308 -5584 1 - 8179 . 8601 IR 2522 DU o T
5315 milion Surplus Carrjover* | $6,800| .- $4d4|  © -$7|  -$801. . -$444|  -$444| $163]| - ‘ SERCHEE B
- [$500 million Surplus Remaining*- = |~ 38161 a8 |- 581 7 .54 . O -83] - 286 :
o FY 2002 currentlaw, freazing - .- . | - §2,340 30, .80 -$280 314{)’ L $260 - 31001 - | -$100
H madmum award at 1895 leve) = .1 - $6,048 - 592 " $541 - _-5321 . '31_04' ‘ -$268 071 . S233|.
- : STt seade] 0 5104 L 8541 S$253| . $1041 8104 .. 8651 5548
- [ 4068 338| 308 156 - 229, - 167 5% . 250 e
IFY 2002 Prasident's Budget © . = | $31287 3708 $788 $508| - 4648 $528 $688 $668 - $788
i : S ' 1 - $9,033 $3217| - $3,228) . $23¢64 $2,789| ° $2,417 $3,056 $2,918 $2,685
L : $9,033 $2789 33,228 $2,432 $2,769 -$2,783|  $32336 - $3213 $2,685
- 4800 TS| - 745. 553 - 6868 504 973 687 ) 437 ’
B - {FY 2002, freszing BA at 1985 - $2,300 %40 -$40 -$320 -$180| . -$300 -$140 -$140|  -$40 3628
P ‘ J . lenacted lovet {Assumed . - - $8,244 3438 $437 -$425 | - 0] -5372 $267 $129 -$104 -$2,788
Congressional Budget Resolution) $6,244 101 8437 -$357 30 © $0 §547 1444 -$1041  -$2,788 .
i . , ; 4030 o 281 429 202|140 509 22 27 464 |
= ' .
o - * Reflocts enactment of H.R. 1944 wmch rescmds $65 million and corrects an appropnat;m errov of 335!‘m|hcn ' o
D lea\nng 2 pro;ectod surptue of $815 millien at the end of the 1995-96 award year ‘
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Program - - P : ) Diffarence Compared lo Scenario

Y|
A - i
al Key  |Scenario _|statistics AT 8 T ¢ 1 o T €& [ F 1 6 T #®w T U«
) FY 1995 enacted, current law . $2,340 . C
A $5,756
84688 million ona year surplus . $6,244
. : 3,728 : . . , .
FY 1996 current lav/, freezing $2,340 ] » Legend: . - Maximum Award . o
_________ .8 muimumawardat199Slevel . | 85807 ) . s51). | .. . Estimaled Cost (milions) .. _ SR ! NN
“ |No Surplus Camryover . . $5,807)  -s437] - : . Estimaled BA {millions) V )
'$815 Surplus Remaining * A 3,758 % : " Estimated Reciplants {thousands)
iFY 1996—-President’s Budget - $2,620) - - §280| = 6280 ) : .
c Assumes Requsst unchanged : $6669| . $M13y . 8862
. [$68 million Surplus Carryover® - 36,601 8357 - 794
$747 million Surplus Ramainiag * 3,910 L 182] = 182 L
- FY 1996, freazing BA at 1895 ) $2480| ° $140| - $1401 - -$140
T D -lenacted level (Assumed CBR} .. $6,244|  $483| - $437| - 8425 -
LT - |Ne Surplus Carryover : | %8244 . §0 34371 8357 V
Lo L $815 Surplus Remaining * 368371 w9t - 719l .13 - -
T ~ [FY 1986, freezing BA at 1695 T $2800 szee| 20| T 20 120
| . E . [enactedlevel (Assumed CBR)-. |  $6616| - ssso| - 809l - -3l sarz2|
- 3372 million Surplus Carryover $62441 . $0|° - s437| _-53:»7 - 50
$443 mition Surplus Romammg . 2899 Tt 141 -1 . 62 s B
. " [FY 1896 House Bili : .$2,440 [ .$100 | S $100| -&180 -$40, = -$160
£ .7 |$600 min, disqual, hi-def. schoora . IR % 4 R .74 | I 70| ;;-8892 o <$267 -$6391 . Co
" |$280 milion Surplus Carcyovar * 85697 . AS42]  $1100 - 5904 ss47| - -ss471 R -
$535 milfon Surplus Remaining * 3530 - /198 228 , 07| . 368 - e
< FY 1998 House Bill Comparison - $2,440] ° ¥5300° $100 =$180 3401 - -$160]  so| - -
C7a ). 67 (Current Law Minimum Award - $6,1151 - 3358 308 - -$554 -$129| . -$501 138
S S $315 million Surplus Carryover * $6,800| . -84d4 o -87 - -$801 -$444|  -$444° . 10
$500 milion Surplus Remaining® |- 3,816 ' 38 581 " .94 W21 . -83 286 . . E
IEY 2002 current law, freezing $2,340 0] %0 $280[ 3140|.  $260] 4100 $100;
H madmum eward at 1995 lavel 86,348 C 85921 - $541 -$321 - 310407 -$268 07| 03
) . - 1. $6,348 S5104 ). " $541 . =$253 -$104 $104 $6511 - $548.
: . 4,066 338 308 - 156 2281 . 167 536 2501 . S
- " {FY 2002 President's Budget $3,128 §$788. - = $788 1508 - 4648 3028 3688 . 3668 - $788
i ’ o T $9.0831 7 83,2717 $3226| . %2384 $2,769 $2.417|  $3056 52818 -  $2,685
' ) -l '$9,033 $2769] 83,2261  $2,432 $2,789 $2,789] ~$3338] | $321 $2.685
) : ~ 4,500 - 715 7451 - 563 668 504 973 687 437 | .
T [FY 2002, freozing BA at 1995 7 - $2,300 -$40 -$40 -$320 -$180 -$300| - -$140 -$140 -$40 | -$628
X J snacted level (Assumed - ' 46,244 . 4488 '$437 ~§425 10 -5372 $267 "$129 . -$104) 7 -$2,789
o . |Congressional Budget Resolution) T $6,244 . $0p 8407 ~$357 0 - %0 §547 $444 |  -$104| -$2,789
= i 40%9| . 91| 21| 12 202 140 50| . 2m| 21| o ae4|
L ) B B B . - M ) . - N .
= ' ‘ :
= ] * Reﬂoc‘ts enactment of HR. 1944 which rascinds $65 million and oorrects an appropnanm error of $3.5 mnlllon -
clo ,:_-_\ o leaving a pro;ected surptus of £815 million at the end of the 199&96 award year ‘ )
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UNITED STATES
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; RILEY CALLS DIRECT LOAN CUTS ‘BACKDOOR CAP’I

, To‘da‘y; as more than 400 additidhal:’sc.:hbovlvs; begm t(; ééer pvoqpkm.la'r dire’ctTg)iaAns, US
;Seci*'et'ar‘y éf Education Richérd W. Riley Ealled é;bﬁéres'sional comrmittee’s actiofn fo éut

| ?adrrﬁniétrati\'/e funds ‘a Sackdyoor cap’ that Wtiul& “undermine the department’s c;arixacity to guard

against fraud and abuse in all student aid programs.” : 1

The House Appropriations Committee has voted to limit fiscal year 1997 a!dministratiVé

o | S
funds for the William D. Ford Federal Direct Loan Program at $420 million, a ﬁ.mé}ling level $16

million below the FY96 level and $71 million below the administration’s FY97 request.
. N . . . . - “ l
“Failing in efforts to impose an outright cap on direct lending , the House liéédership has

“ o . : : : | ’
tried to slip this latest stealth cut by schools, students and taxpayers,” Riley said. |“The funding

1

cut is particularly damiaging because it threatens the overall integrity of student loan programs and
hampers our ability to collect on defauited loans.” . !

1 ‘Riley noted that additional funds to pay private contractors for direct loan c%rigination and

: . | |
servicing are necessary because: S

0 direct loan volume will increase from 32 percent of overall loan vohl.xme in
academic 1995-96 to as much as 50 percent in 1996-97, §

N the number of direct loan schools is growing by 30 percent -- from } 300in 1995«»
‘ 96 to over 1,700 as of today -- and hundreds of additional schools are schéduled to
join the program in 1997, and i
0 the number of dlrect loans scheduled for repayment will grow by 60; percent (from
1.9 million in FY 96 to more than 3 million in FY 97).

- -MORE- o .

) i
) . : I
Ol misslon is to ensure access 1o educstion and 1o promote educations) excslisnce trroughout mg Netion.
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' ' i
Riley said direct lending, begun in 1994 at 104 schools, is well-liked by students and aid

adrr’xitﬁstrators because it’s simple to uoe and offers convenient repayment options based on
‘in"co‘me. T , i |
During the FY96 appropnauons process, the House imitially sought to ehrmnate direct
Jeodmg and fallmg that proposed cappmg the program at 10 pcrcent of overall loan voluole. The
| ﬁhal FY96 appropriation bill, hoyvever, allowed open competition between direct loans and ihe .

old program.

R.lley sald the reduced fundmg proposed in the House would have other adverse eﬁ'ects

o- funding for the department’s successﬁ11 dcfault collection activities would have to

: be reduced. In FY95, collecnons totaled $2 billion, twice the amount coltected -

' “only four years earher During this same petiod, default rates dropped from more
K than 22 4 percent to 11.6 percent; and ! :

0 funding for oversight systems such as the National Student Loan Data System
would be reduced. The department’s inspector general, the General Accounnng
Office, and congressional oversight committees have repeatedly noted the vital role
these systems play in avoiding fraud, waste and abuse. :

Riley added that 5134 rml 1on of the $420 million proposed in the House has been

earmarked for guaranty agencxes that adrmmster the lender-run program. f

f ‘ x :

| “Despite nume'rous m‘de’pendent'studles that show direct lendmng’s 'eﬁ'ectiven;ess and

o

populanty, the House leadershlp 15 tenaaous in its eﬂ"orts to protect the special mtelests that
1

beneﬁt from the iender-run program Rxley said. “This backdoor attack is unacceptable to

st’udents, families and taxpay‘ers. Tt will not succeed..” : I

byt '

|
¥
|
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leaving a pmjeoted surplus of $815 millien at the emd§ of the 1995-96 award year.

‘QQ(Q (lmc(s&?ﬂ o u/fX“_ﬂutL

. Roﬂacts enactment of H.R. 1944 which rescinds $65 million and corfects an appropriation error 01 sa 5 mrmon
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rant
.. - Midsession Updats: - S Lo e e e e e+ et p s A
1 [Program ) Differance Compared to Scenario -
Key |Scenario Istatistics A -1 ¢ | o T & T F T 6 T #n i
FY 1995 enacted, curment law/ $2,340 ‘ ‘ ' ‘ - :
A ] $5,756
£468 million ona year surplus $6,244 -
’ 3,728}
“IFY 1926 current lav, freezing $2,340 -$0 Legend: “Ah‘!axlmum Award
8 maximum award at 1895 lovel 45,807 - 851 o Estimated Cost (mutsons)
“INo Surplus Camyover ’ $5,807 -$437 Estimaled BA (millions) -
‘$615 Surplus Remaining * - 3,758 ) - Estimated Reciplents (thousands)
-« FY 1896—-Presideni's Budget $2,620 $280 $2801 - )
C Assumes Requast unchanged $6.659 -89y $862
- _[$68 million Surplus Carryover® $6,601{ . 857! - §794
$747 yillion Surplus Remamani 3,910 182 | 152 S
FY 1998, freezing BA at 1895 $2,480 _ $140 $140 T 5140
D snacted level (Assumed CBR) $6,244 " $483 $437( 5425
No Surplus Carryover - - 86,244 $0 $437 3357
$915 Surplus Remaining * 3,637 109 79 -13 .
- [FY 1996, freexing BA at 1895 $2600| . $z60 © 32607 - -$20 §120
E ~  |enacted lovel (Assumed CBR). - ' $6,616 - $860 -$809 - -$5331| - $372
15372 million Surplus Carryover '$8,244 I 34 $437 ~$357 T s0] -
15443 mition Surplus Remaining * 3,899 m 141 -11 62
JFY 1898 House Bill < . $2,440 $100 $100 -$180} - -$40: -$160
-F ‘18600 min, disqual, hi-del. school‘s $5,977 $221 $170 - -3892 | -$287 . -$639 | .
" |$280 milion Surplus Carryover * 35697 | - - . 3110 gg_cg . -$547| -3547
. |$535 mildon Surplus Remaining * 3,530 Z.-ma). 208 -3y =307 369 o
- FY 1898 House Bill Comparison T.$2,440]  STI0 $100; - 54887 -840 -§160| 10} .-
G 1Current Lav Minimum Award RiI:RELEN $359 $3081 . -$554 129 ~$501 1w
: $315 million Surplus Carryover * $5,800 _-$444 -$7 -$801 7 - .-$444 -$444 1@ -
$500 million Surplus Remaining * 3,816 a8 58| . 94 -21 -3 286 | ' ‘ .
FY- 2002 current law, freszing $2,340 30 B ©-§280 ~$140 . -$260 -$100 ~$100; N
+H madmum award al 1895 level $6,348 8592 $541 -$321 104 - -3208 8374 $203 -
: : ‘ ' - $6,348 $104 $5411 5253 $104 8104 " %651 $548 .
" : . 4,068 "338 308 156 229 167 536, 2504 :
FY 2002 President's Budget 33,128 3788 $788 | $508 648 - %528 . ss88) 1668 | $788
ot : - o $9,033 $32n $3,226 $2,3¢64 $2.769 $2,417 33,058 $2,918 $2,685
’ -1 $9,083 $2.769. $3,226 $2,432 $2763|  $2,789 $3,338 §3.230 $2,68% o
T - : - e 480 b < TS A4S sey T 68T TB04T T 873 Tesr | T a9y
. [FY 2002, freszing BA at 1955 $2,200 - -840 -$401 © 7 -§320 -$180 -$300| -~ -$140 -$140 -$40 -$628
o lenacted level (Assumed $6,244 -$488 $437 -3425 - 80 -$3721 - §207 129 $104 $2,788
‘ Congressiona! Budget Resolution) - $6,244 $0 $437 33571 - %0 - $0 3547 $444 -$104 -$2,7891
B R - 00| _ an 281 129 202] 140 509 2 21 464
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DIRECT LOAN B]RIEFING MATERIALS

1 PROGRAM DESCRIPTION

' Descrxptmn of program and what 1t accomplnshes in real people terms.

El

. A-. S

s
ki

11  PROGRAM HISTORY . | I {"

y

ol

On August 1(} 1993 President Blll Clmton 31gned the Student Loan Reform Act into law.

to simplify federal student loan dehvery and provide borrowers ﬂex1ple repayment
options with a single loan holder. The U.S. Department of Education designed the
Direct Loan Program to redress many of the. problems that have grown over the last 25

~ years within the Federal Family Education Loan (FFEL) Program,| | primarily its

|

complexity for borrowers and schools and its cost to taxpayers. Before Direct Loans, -

- .students and schools were forced to deal with a time-consuming, abuse-prone and
.complex student loan.delivery system, consisting of 1 nore than 7,000 banks‘ 40 secondary

markets and 35 guaranty agencies and characterized by numerous appllcatlons and forms,
the sale of loans to multiple lenders, high borrower defaults and rising student debt levels

with inflexible repayment terms. The Direct Loan Program has revolutionized federal . -
“student loan delivery by providing borrowers and. participating schools with a simple,

more automated and accountable system, savmg federal taxpayers bllhons of dollars.

Direct Loans also allow students to repay their loans as a percentage of theu‘ income over

time -- lowering default rates, helping students transition into the workforce and-
ensuring that the cost of education is not a barrier to Success. All around the country,
college presidents, students and the media alike are praising the innovative new program
for its speed, efficiency and lack of bureaucracy Under the Budget Reconciliation Act
of 1993, the Direct Loan Program is to be phased in over a five-year perlod savmg
more than $4.3 billion by Fiscal Year 1998. Representing the full range of
postsecondary schools, including such pnvate institutions as Harvard, Massaehusetts -
Institute of Teehnology and Cornell as well as major public mstltutlons such as the

Universities of Michigan, Colorado, and California, approximately.-1,295 schools
part1<:1pate in the second year of the program, and approxnnately 400 more are planning
to join in the 1996-97 academic year. As of May 31, 1996, the Direct Loan Program

has provided $9.3. b11110n to help make a postsecondary education affordable for 1.6

mllhon student and parent.borrowers (booked loans). D

Smce the passage of the Higher Education Act of 1965, federally guaranteed low-interest,

long- term loans to students from the private sector have been a eomerstone zof the federal
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government’s commitment to ensunng access to postsecondary education However, the
credibility of the guaranteed student loan program eroded substantially over the years

‘because of high default rates, mismanagement, fraud and abuse, and excesswe costtothe .

federal government. The concept of direct lending, in which the federal government

. provides student loan capital directly to students via parmc:lpatmg institutions, has existed

in ‘the higher education literature since the late 1960s. ' Three unportant events
precipitated the serious consideration of direct lending as an alternative | to:the existing ..
guaranteed loan program. First, the Higher Education Assistance Foundatlon then the

.nation’s largest FFELP guarantor, collapsed in 1990. The Federal Credit Reform Act,

which made it cost effectlve for the government to provide student loans Iz’tnd administer -
the program than for it to pay private lenders for the use of their funds and services, was
enacted by Congress in 1990. Finally, two critical U.S. General Accounting Office

) reports’ were published: "Direct Loans Could Save Money and Sunpllfy Program

Administration” (September 1991) and "Direct Loans Could Save Bllll()l’lls in First Five

Years With Proper Implementauon & (November 1992) - l :

Year of enactment / which Presxdent signed it into law / key Sponsors and advocates

jDurmg the 1991 -92 reauthonzatxon of the Higher Education Act a process that allows

Congress to evaluate and change federal higher education programs, various direct.
lending proposals were c0n51dered Among these preposals was the Income-Dependent.
Education Assistance Act of 1991, HR 2336, which was introduced by Rep ‘Tom Petri
(R-WI). Among the bill’s 90 cosponsors, half of whom were Repubhcans were current
Speaker of the House - Newt Gingrich (R-GA) and House Labor, Health and Human -
Services and Education Appropriations Subcommittee Chair John Porter (R—IL) In the
face of opposition to a 100 percent conversion to direct lending, a ‘Direct Loan
Demonstration Program was passed by Congress and signed into law (P. L 102-325) by
President Bush on July 23, 1992 as a bipartisan compromise. Pre31dent1al candidate Bill
Clinton adopted student loan reform,, particularly the concept of tying loan repayment to

borrower .income levéls, as the major component of his higher educatlon campaign - -
- agenda.. After his election, President Clinton worked with a bxpamsan group of key

direct lending proponents in Congress, including Senators Paul Simon and Ted Kennedy -
and Representatives Bill Ford, Robert' Andrews and Tom Petri, 'to’ accelerate substantially
the implementation of direct lending as part of the 1993 federal budget reconciliation
process. The House-passed budget included a phased-in conversion direct] lending, while
the Senate version limited the program. to 50 percent of loan volume. The .conference
committee settled’ on a compromise plan that would partlally phase-in the 'new program.

The current Direct Loan Program was authorized in Subtitle A, Omnibus! Reconcﬂlatlon
Act of 1993 (P L. 103- 66) enacted on’'August 10 1993 S l . ‘

o
Fiscal conservauves among them Senator Paul Sunon Representatwe Tom Petri, CATO
Institute 'Chair William lekanen and Federal Reservc Board Govemor Lawrence o

|-
2 |
l
!
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- Lmdsey, have been outspoken in supportmg the Direct' Loan Program s goals of

- simplifying programs and cutting bureaucracy, substituting market forces for political
‘forces, eliminating unnecessary government subsxdles and savmg taxpayers money

]

Students and schools participating in the Direct Loan Program have been 1ts most

;’ consistent supporters.. In addition, FFELP institutions have praised the benefits that
§ - competition has brought to the federal student loan programs. All students and.schools,

i

" I;(ey‘l)irect Loan reauthorization and etiates.'

whether they are in the Direct or FFEL programs, benefit from this competition.

. The current Direct Loan Program was authorized in Subtxtle A Ommbus Reconcﬂlanon

o
i

Act of 1993 (P.L. 103-66), enacted on August 10, 1993. The number of schools
___participating in the Direct Loan Program is limited by : statute 'so that the program may
be phased-in over a five-year period. This phase-in is based on total FFELP student loan

volurne five percent for the first year, 1994-95; 40 percent in the second year, 1995-96;
50 percent in the third and fourth years, 1996-97 and 1997-98; and 60 percent in the fifth
year, 1998-99. After the 1995-96 year, the loan volume percentage may be increased

if institutional demand for participation i$- greater. l
_considered during the 1997-98 reauthorization of the Higher Education Act, a process ..
" that allows Congress to evaluate and change federal higher educatton programs. '

- Direct lendmg will again be

ﬂjDirect Loan mllestones

1990-92

** |September 1991

Ity 1992

!

‘May 1993

| May-June 1993
. August 1993

i

1

o

-~ September 1993 ‘

_ In response to persmtent problems w1thm the traditional guaranteed student
. loan program, Congress and the Administration conSIder direct lendmg
proposals as part of Higher Education Act reauthorization. ‘

. Presidential candtdate Clinton announces that student loa'n reform w1ll be' o

- _the center of his higher education’platform. : l

President Bush signs into law the Higher Education Amendments of 1992,
establishing the Direct Loan Demonstration Program, a four-year pilot
program, to determine its viability and cost-effectweness :
" During the 1993 federal budget reconciliation process, Ifres1dent Clinton
unveils a student loan reform plan to accelerate unplementatlon of direct .

o lendmg from a pilot to a full—seale alternative to the FFELP.

Student loan reform bills are passed by the House and Senate

- The student loan reform conference bill is passed by the full House and
Senate. President Clinton signs into law the Student Loan Reform Act -
(SLRA) _part of the Omnibus Budget Reconcxllatlon Act of 1993.

. Implementation date for new program 1s set for Iuly 1, ,’1994

Direct Loan Task Force formed.

Department of Educanon holds meetmgs across the COlllntry thh lngher
|

3
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October 1993

° community held.

December 1993

. Jan-July 1994

'February 1994

June 1994

luly 1994

a October 1994

: Spg/summer 1995

i

~ Spg/summer 1996

' May 1996

1
|

r

Dxrect Loan fundmg hlstory

; Budget. Authority - .

Subsidy
Admm

Budget Outlays |

Subsidy

|

1
|
-
1[

|

|

|

education. commumty to dlscuss implementation for new; direct lendmg |
program. Application issued for Year One schools. - l :
First of monthly Direct Loan . sumnnt meetings - with hlgher education
; '
Department of Education selects 104 schools (representmgi approxunately
5 percent of the total FFELP loan- volume) to partlc.lpate in the Direct
Loan Program for Year One (academic year beginning lJuly 1, 1994) :
Contract for loan origination and servicing awarded to Computer Data
Systems Inc. (CDSI). ' ] »
Department of Education issues initial - sets of federal .regulatlons and
conducts formal negotiations with key participants in the federal student
loan programs to develop regulations for the new Direct Loan Program.

- First training ‘sessions held with Year -One schools. |Department of

Education invites applications from schools to paruelpate in Year Two

(academic year beginning July 1, 1995). -
Loan origination system up and running.

" Within eleven months after passage of the SLRA, the{ Department of

Education meets all regulation, contracting, system development testing
and accounting deadlines for full national unplementanon The Direct

. Loan Program becomes fully operational with 104- msntutfons participating

in the program’s first year. First Direct Loan issued to smdent at West
Virginia University on July 1, 1994.

* Program renamed William D Ford Federal Dzrect Loan Program (P.L.

103-382). : w _
Approxunately 1,250 addltlonal 1nst1tut10ns 51gn up to part1c1pate in Year'
Two, the 1995-96 academic year.

Approximately 400 additional institutions will begm part1c1pat10n in Year

Three, the 1996-97 academic year. |
Direct Loan Program named one of 25 ﬁnahsts (from among 100

‘semifinalists and' among over. 1560 initial apphcatlons) for the 1996

Innovations in Amencan Govemment Awards Program;

FY 96

FY o4 o FY9s

ss726 0 . 821656 - | 138.426

165.003, - - 283.564, 444.999

26240 515153 210190
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estimates of prior year subs1dy recogmzed in the current year. )

Admin . 167 s 324758 ';37'6.«079

' (Admlmstranve costs 1nclude compensation and benefits for Department of Education

employees, loan origination and servicing, -systems development’ and maintenance,
institutional eligibility - determinations, program reviews, and default management.
Subsidy costs include future default costs, borrower interest subsidies, and administrative.
cost allowances to FFELP guaranty agencres FY 94 and FY 95 are ractuals FY 96 .
based on President’s proposed policy, not current service. Subsidy amounts 1nclude re-

f

: ;m ACCOMPLISI—IMENTS e R {
|
|

, ;Dlrect Loans’ most lmportant gnalsfobjectlves

1)) mproved benefits for borrower - Direct Loans afford borrowers several benefits not
provided by the FFEL Program, inchiding: simplicity in obtaining loans timely delivery
of funds to: students, one loan holder (the federal government), and vaned repayment

plans thh the optron to switch between plans wrthout cost or penalty !

2) Customer service - The Direct Loan Program’s customer focus is reflected in the
enhanced control it gives borrowers, the speed with which questions and problems are
addressed and with which money is delivered to students as well as- the training,
techmcal assistance and consumer materials made available to schools :

3) ~ Simplification. ) - The ‘simplicity‘ of direct lending is a model of reinventing
government.. By reducing the number of players in student loan delrvery to three - the
borrower, the school and the Department of Education - the D:rect %oan Program has

streamlmed the process for both students and schools. L !

4) Accountabrhty Program data for momtormg, unprovement and enforc:ement is more ‘

. accurate and more tunely than in 1 any other federal student aid program..

’ 5) Flex1b1ht_:y Borrowers have a wide range of repayment opnons and schools are free )

to manage Direct Loans as best su1ts their own environment.

6) Reduced- costs - In- keeprng with the current management standard to unprove

performance while reducing costs, the Direct Loan Program has 1ntroduced market-based
~competition -and accountability to the federal student loan system. Through contracts
awarded on a best-price-to-value basis, the private sector is responsrble for ‘all of the
essential administrative processes associated with Direct Loans, such as loan servicing

|
‘and oollectron Thrs competmon along with the elumnatlon of government subsrdles to

|
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Number of people served/benefittmg

-percent). . ‘ , S S

l
o [
I

‘FFELP participants in the form of spec1al allowances, mterest benefits, }admlmstratlve

~ expense allowances and default claims, will save taxpayers billions of dollars

|

As of May 31, 1.6 million student and parent borrowers have Direct Loans, borrowing

. approximately $9.3 billion from 1,295 schools in 1995-96. [Year Two vol'urne represents
' about 32 percent of total student loan volume and 21 percent of | postsecondary
. institutions. In-addition, approximately 65,000 borrowers have consohdated nearly $954

million in Direct Consolidation Loans since the program’s inception. For the 1996-97
academic .year, the program’s third year of operation, ‘Direct- Loanslwxll represent
approxunately 40 percent of total student loan volume (Budget Serwce estimates 50

t

1

rindings'of‘;zéy studies (with cites).

.
|
-

- In response to four mdependent surveys ﬁrst-year Dzrect Loan schools mdlcated that
 they are overwhelmingly satisfied with the program and w1th the assmtanee prov1ded by -

the Department of Educatlon : , e

|
' l

L Educatlon Dally a hlgher educatlon trade pubhcatlon found ina 1995 survey that -

g more than 90 percent of partlclpatmg colleges and universities rated the Direct

- Loan Program as "excellent." One hundred percent would recomrlnend it to other -

schools. [Matthew Dembicki, Education Daily, Capitol Publlcatlons Inc., 1101

ng Street Suite 444, Alexandrla Va. 22313-2053 (703) 739- 6491 ]

e In a February . 1995 survey by the Assomatlon of Commuruty College Trustees

first-year Direct Loan schools gave the program overwhelmmgly positive

evaluations. - [Melanie Jackson, Director of Federal Relations,| Association of
- Community College Trustees 1740N StreetNW Washmgton DC 20036, (202) .
© 775-4667.] .

e An August 1995 General Accounting\ Ofﬁce survey of someof]the first Direct.

Loan schools showed they were very pleased with the Department of Education’s
admmlstranon the speed of loan proceeds delivery, and efforts| to sunphfy the
process for students and parents. [Cornelia Blanchette, Associate Director,
~ Education and Employment Issues, Health, Education and Human Services
Division, United States General Accountmg Office, Washmgton D.C. 20548,
- (202) 512—7014] ‘ ‘ S , : 2
®. A study released in September 1995 by MACRO '-Intemational](under contract
- .with the Department of Education), which compared various jaspects .of loan

6
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program admlmstrauon between the Dtrect Loan and FFEL Programs found that o

Direct Loan schools consistently gave their program higher satisfaction ratings
than did FFELP schools. [Sadie Bennett MACRO Internauonal 11785 Beltsville
Drive, Calverton Md. 20705, (301) 572~0242 ] -

> o

In another first for a federal student aid program, Dtrect Loans also recelved a clean

audit for its financial situation, internal control structuré and comphance |w1th laws and

regulauons durmg its first year of operation. ‘ : |

1

Conducted by the 1ndependent certified publxc accounting firm of Urbach, Kahn -

~and. Werlin for the 1994 fiscal year, the audit concluded that the Direct Loan -

Program is- "more efficient, less costly and more customer frlendly" than the
FFEL Program [Maureen Smith, Managmg Office Shareholder, Urbach, Kahn

and Werlin, 1444 I Street NW,; Washington, DC, 20005, (202) 296 -2020.] In .
*_contrast, thé General Accounting Office has declared that the FFEL program is

SO far-ﬂung and rife Wlth ﬂawed -data that 1t cannot be audited.

. [
D}ire'ctvLoan suceess' storles - real people storles ‘ PR i

Seldom has a new program received such posmve reviews from the people it is des1gned

to serve, namely, students and the sehools they attend. Students (and parents)

"Under the old program [FFEL], I always had problems with my loans I always

" had to wait util the rest of my aid came through before the bank! would release

my check." ‘The money never used to come in until the middle of the semester -
and [ was always getting threatemng letters from accounting tellmg me 1 would
get deregistered unless I paid right away. Also, the mails took forever and
sometimes my check had to be returned to the bank because it e)tptred before I‘
ever got it to cash. . Under the new program [direct lending], my account is -
lmmedlately credited and since. I am an independent student with a child and live
off~eampus I get my refund check in time to rent housing, buy books, and do all -

the things I have to before the term begins. It’s taken the waiting out of * o

borrowing and made the whole process more efﬁcxent [Shalonda Tanner,
senior, Rutgers Umver31ty -- Douglass]

- "Getting a student loan was éasier than I ever‘ unagmed I didn’ t have to shop

around to find a lender and. wait for all the paperwork to be processed Instead

-1 went to the financial aid office ‘to coordinate all my student financial aid.

There’s so much to be done when you’ré going to school, and tlns was one less
important thing to worry about: It was a tremendous relief." [Jenmfer Phillips, ,
graduate student, John F. Kennedy School of Government, Harvard University] -

1
R
;
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"My expenence asa borrower has been that 1t [dlrect lendmg] has streamlmed the -

~ whole process of getting money for education. Under the old bankjloan program, -
I had to go on the partial payment plan because my loan was never ready by the _

time term bills were due. I used to have to borrow money from my family to
make the first payment and then wait until my loan check came through A lot
of my friends are financing their own education, and with direét lending you
know a lot earlier exactly how much money you’re going to have, you can make
better decisions-on things like what type of housing you can afford, how many

. credits you can pay- for, and even whether or not you can come back to. school.
_Asa reglstered Republican, I was skeptical about this new. prograrn But take it-

from me, it works." [Mrchael DeMarco senior, Rutgers Umversrty]
’ 1

"T've worked through undergrad but I still accrued over $20, 000 1n loans for

undergrad and graduate school. So when I get out of school T m not going to
be able to take a position like I want in teaching ... . if they change it [the Direct.

~Loan. Program] .the way they want to. change it. . [Paying. back loans as. a
‘percentage of income] would- really help out. And a lot of people can do the

work they enjoy, such as teaching or gerontology, or whatever." [Vamka Mock, -
graduate student, Southern Illinois University] _ [

"The direct le‘ndrvng. is substantially less bureaucratic. ... At Indiana University, -

basically, what you need to do is complete this apphcatron which is very simple.

. One page, that’s it. That’s it." [Noerm R1vera-Morales graduate student,- -
Indlana Umversrty] ’ L 1

"It [dlrect lendlng] is a lot easier to deal. with. It’s a very efficient way to get -
loans to students. Both of my chrldren had bank loans under the old program and
had problems. I loved last year with Direct Loans.. T had absolutely ‘no
problems! It worked great! The promissory note was clear and abbrevrated and

~ there was less information that had.to be filled in." [Mrs. Nancy Fenzr mother

of Tasha and Aaron Fenzr Rutgers Umversrty --lemgston]

‘ Schools:

"’Quite honestly, direct‘lending is the best thing that has hap‘pened to financial-aid -
in the last 20 years." [Glenna R. Alexander, Director of Fmanc1al Aid, Kansas

‘Wesleyan Umversrty] : S A

- "l am an opponent of bureaucratlc waste, typrﬁed by the redundant functions of |
" many federal programs, and believe that; in general, prxvate entltles can more

efficiently offer services. These. beliefs have been. challenged by the activity of -

| ~ the direct lendmg agents The apphcatron process is sunpler the funds are
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Quotés from newspapers, experts etc. =

dellvered more qulckly and with fewer problems, and problem resolution, when

~ necessary, is greatly improved.™ [J onathan Green, Assoc1ate D1rector of F1nanc1al
- Aid, Ohio Wesleyan Un1vers1ty] ' - : Coon

"It is rare. that the federal government creates a program that both saves money
improves services to constituents. Direct lending is such a program ' [Jerome
Supple, President, Southwest Texas State. University] o

~"Unless. you have worked in a financial aid office, it is difficult to imagine how

|
much easier it is to process-a student loan w1thout the two layers lof bureaucracy

~ added by the banks and guaranty agencies." [Tommy Moore Director of

Financial Aid, Valdosta State University]

"Direct Loans are everything they promised to be. In fact, theyiare the answer -
7 to my students’ “and “institution’s needs. They are easy to administer and

extremely effective for both students and institutions alike. - Dtrect Loans are

~ incredible!" [Sue Armstrong, Dtrector of Student F1nanc1al Planmng, Wllllam

Jewell College] L - 5 - o \

"How do we measure the success or failure of our program? It’ s obvious. The

students. Our students continue to praise the program for its| simplicity and

ability to. provide loan funds to them in a short period of time.| We had more
loan funds available to students to use at registration than at any -time in the
hlstory of the university." [Daniel Davenport, Director of Adm1ss1ons and
Student Financial Services, Umvers1ty of Idaho] B

l

Overwhelmingly pos1t1ve campus and local newspaper coverage of | the ‘program’s

implementation and performance

o Umon (8/30/95)]

. ‘ | ,
"Instead of dealmg with as many as 200 lendmg agenc1es for the Federal Stafford .
“Loan program, thie university - [Umver51ty of Massachusetts, Amherst) deals with

- just one, the federal government. Under the new program a student loan can be
, ,processed in days instead of four to six weeks." ~ [Students RCJOlCC in ‘Easy
.. Money’" in Unlon Springfield News (9/ 13/95)]

"D1rect Lend1ng is, after all perhaps the most student frlendly financial aid
program ever to°'come out of the Washington." [John Vande Wetermg, President
of the State University College at Brockport Direct Lend1ng Works in Times-




last updated July 8, 1996

~
@

Chance," in Chicago Tribune (4/18/95)] : : .

Op-ed articles. o S . o o I |

It has absolutely met our expectatlons said Pat Wilhoit, ,associate director for
financial aid at University of California Irvine, which started usin'g the program

last year. Wilhoit said students can see their loans approved in as few as three
days under d1rect lendmg, compared with 10 days to two weeks under the best

- of circumstances before." [Student Loans Made Quick,. Easy‘im San D1eg

Union-Tribune (8/15/95)] - o u ‘

- 'Newspaper'editorial board endorsements.

"The best approach is the one that Congress took the last t1me it leg1slated on the
subject, which was essentially to split the market in- half, let the direct loan
system on the one side compete with the guaranteed loan system on the other, and

N see what happens " [The Student Loan Fight in Washington Post 8/ 11/95)]

based on its ﬁrst year, capplng partlcrpatlon at '40 percent ‘would be a
dlsserv1ce to students and taxpayers alike." [G1ve D1rect Student Loans a

|
!

“The Clinton administration estimates $5. 2 bllllon would be saved| by 2000 if the .
direct loan program were fully implemented by the 1997-98 school year. That’s
a good deal for the schools and a: good deal for the. taxpayers. ‘ The program
should continué on schedule." . [Direct Loan Program Is Good Deal for All in

.Chicago Sun-Times (3/29/95)] . ]

i

~ "Colleges should be free to come and go from the direct loan program as they see

fit. A little public vs. private competition in the college loan busmess should

- show which system is more efficient and can benefit students most . [Give

Direct Loans a Chance in C1nc1nnat1 Post (3/ 18/95)]

"Room exrsts for both programs to give students a -choice and to preserve the
benefits of competitlon But that competition should proceed on an equal footing.

The best way to do so is. to include comparable administrative ‘costs for each
program, so that the real price of the loans can be deterrmneds Juggling the
books to favor bankers at the expense of-students would be govemment at its .
worst. " [Student Loans Not Banker Bailouts in St. Lou1s Post-Drspatch 9/ 2/95)] .

_ |
"I dislike the term corporate welfare,” but if any program deserves that title, it’s

‘guaranteed student loans. ...Overseeing 7,100 guaranteed bank lenders takes 525
Education Department employees and another 5,000 employees 1n 41 federally -

subs1dlzed guaranty agencres It’s a bureaucratrc mghtmare [Drrect Lendrng

10
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HISTORY OF BIPARTISAN SUPPORT. |

Quotes from both parties in support of direct lendmg

!

{

t

Other important national eovefage. -

Look what conservatlves say “about Dtrect Loans:

VS, Specml Pleas," op-ed by Rep Thomas Petri (R-WI) m Washmgton Tnne !
(1/9/96)] . ‘

|
l
l

" "After. complamts from banks that have seen their share of student loans drop .
- sharply, Repubhcans have changed the accounting rules to make it easier for
-Congress to kill off the banks’ competition -- a federal program that makes direct

loans from the Treasury. ... The direct loans have proved popular with students

and with university adm1mstrators who- have found them to be snnpler to . -

administer. Banks, however, have long treasured the guaranteed student loan .
program, which offers profits with much less risk than they have on other loans.
...[The GOP] ordered the Congressional Budget Office to include administrative

b expenses of the direct-loan program, which are estimated at $441 rmlhon for next.
* year, in its budget calculations -- but not the government’s outlays to administer

the guaranteed student loan’ program which are estimated at $270 million next

‘year: " ...But the Clinton administration and many supporters of du'ect loans cry
foul. ...Sen. Kennedy and White House officials said if the admmtstratlve costs

of both programs were: counted the direct loans in total would agam prove to be

“cheaper for the government. -...And a conservative Republican economist now

serving .on.the Federal Reserve Board has-sought to halt the cMnées for the loan -
program. The Fed. Governor, Lawrence Lindsey, criticized the step as ‘making
the change the industry proposes without looking at other changes.’" [GOP -
Revises a Budget Rule to Help Banks: Cuts Their Competltlorll for Loans to' |
Students in New York Times (8/20/95)] , l

Speaker Gmgnch supported dxrect lendmg until Pre31dent Clmton agreed with
him. Among direct lending: proposals considered -during the 1991 92 ‘Higher

‘Educatlon Act reauthorization was the Income- -Dependent Educatlon Assistance

Act of 1991, HR 2336, which was introduced by Rep. Tom: Petri (R-WI).
Among the bill’s 90 cosponsors, more than half of whom were Repubhcans were’
current Speaker of the House Newt Gmgrlch (R-GA) and House Labor; Health
and Human Services and Educatlon Approprlatlons Subcommutee Chair John
Porter (R- IL) T . l

11 -
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L If at the end of this whole process we do kill off- direct- lendmg, President
‘ Clinton -and others will tell the American people that the Congress under -
* Republican control shut down a conservative reform effort that was good for

students and schools .in order to keep the gravy flowing to powerful special
interests. And that argument will resonate with the Amerrcan people because it
was right.". [Rep. Tom Petri (R-WI), House Opportumtles Committee
Reconcmatron markup (9!28/95)] N ;‘

'"The two programs should be allowed to compete and then be carefully evaluated o
-- on their-merit and as a stimulus to each other." [Wllham A, lekanen Chair

- of the CATO Institute, (former economtc adv1ser to Presrdent Ronald Reagan)]

..direct lendmg may be the best way to involve the private sector in student
loans The loan capital for direct loans comes from the private sector and the

’ admrmstratron of the program, - . servicing, - computer support etc. - is

accomphshed through competitive contracts ‘with the prlvate sector.  This

approach may be more accountable than the guarantee system wluch is based on

government ¢ entitlement expenditures for guarantee agencies, secondary markets,

- and lenders." [Lawrence Lindsey, Federal Reserve Board Governor (President
- George Bush appointee), in a letter to Senator Spencer Abrahanlt] .

- "Over the years, the guaranteed student loan program has developed a degree of
regulatory and administrative complexity that now undermines; its fundamental

integrity and: effectiveness. Replacing the GSL structure with a streamlined

* structure will mean not only enhanced accountability and budget savmgs but also

a more  rational dellvery system that will particularly benefit ‘students and
educational institutions." [Rich Bond, former chair of the Repubhcan National
Committee, along with a number of other Republrcans in a letter to Members of
Congress in.1993] .. =~ .. |

: »House .and Senate Dermocratic leaders on'Ds‘rect Loans: S ' ] o

- "The real beauty of the way’ th1s program is set up is that there 1’5 no paper flying

back and forth between you and Washington. This program has the potential to
be the modern equlvalent of perpetual motion. Every time you massage it a little

bit, you see another way to save money and better serve students [former
Houso Educanon and Labor Commmee Charr Bill Ford] |

"The Repubhcan cap on dlrect lendmg isa ﬂagrant sellout to spec1al interests.
It denies colleges the right to choose what is best for their students. The verdict
on the competmon is already in, and the banks and. the: guarantee agencies don’t .
llke it ---so they want Congress to change the result." [Senator Edward ‘M.

P
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" Quoteés from the private sector

E

- Kennedy]

Competition and choice have forced changes in the FFEL Program participants because

* they had to improve, in order to compete with the Direct Loan Program Through -

innovations such “as electronic Title IV processing, electronic funds transfer, and .
automated quality assurance measurements for schools, direct lending. hasI set the standard
for student ﬁnanmal aid dellvery Direct Loans has been so successful that the
guaranteed student loan industry is domg everything it can to imitate the new program.
Lenders, secondary markets and guaranty agencies now aré having to make substantial
1mprovements in ‘their operations and customer. service.. FFELP partlclpants are
attempting to sunphfy processes and reduce the paperwork burden by adoptmg electronic

~ funds transfer to schools, and standardtzed applications, promissory notes and deferment
forms. Income-sensitive and other extended repayment plans are now bemg offered by

the student loan industry, which generally had limited repayment to 10 year plans.

467 college and university presuients (mcludmg 56 at FFELP schools) recently submltted ‘
a petition to Congress to allow the Direct Loan Program (and theu Department of
Education) to' compete with the FFELP because of the improved serylce that Direct
Loans has inspired from both the Department and the guaranteed loan | program: "The
guaranteed' student loan system has improved more since the phase-in of direct lending
two years ago than it did over the more than two decades of its exnstence prior t0.1993."
These colleges and universities also attest to the enhanced efficiency the Direct Loan: -
Program brought both students and mstltutlons in its first two years of Joperation: .

"We can report first-hand on the benefits of direct lending for our students the
simplicity of application, -the speed of ‘delivery of .funds, the. dxsappearance of -
lines of .students waiting ' to endorse their. checks at reglstratlon time, the
. precipitous drop in the number of emergency loans issued to students waiting to
hear about their loans from banks and guarantors, and fewer v131ts to financial aid
‘offices. Students often borrow less under direct lending because they know they
can adjust their loan amounts without repeating the entire apphcanon process, and
therefore only borrow what they believe they need, not the maxnnum for which
they are-eligible. At the institutional level, direct 1endmg( has eliminated
- . redundant paperwork, reduced staff time allocated. to dealing w1th thousands of
" - lenders and guarantors and other intermediaries, and vastly nnproved our overall -
- aid delivery process because it seamlessly integrates with. orther federal aid -
programs ! [Letter to Senate Majority Leader Robert Dole, November 16, 1995. ]

13, I
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Look what ﬁnancral a1d admmxstrators at FFELP schools say about heal thy competltlon )

.in the federal student loan programs:

"The presence of du'ect lendmg has clearly unproved the performance of ‘the
prlvate sector. “Frankly, I would submit that the continuing presence of pr1vate

lenders struggling to maintain their markets has been good for the Direct Loan

Program.. The competition has certamly been good for both students and

]
_-1nst1tut10ns Administrative costs have been reduced and students have saved

money. [James A Belvm Jr., Director of Fmancral A1d Duke Umversrty] .

"Many of my colleagues can . clearly see the promrse of sirnplicity,

standardization, and efficiency in direct lending. - And they’ ,ve gone for it,
because it simply wasn’t happening for them in FFELP." [Joe Russo, Director

of F1nanc1al Ald Unrversny of Notre Dame Greentree Gazette| (11/95)]

1
i

/ |
. "And it’s [du'ect lending] applying needed pressure for reform in the FFEL
- 'mdustry We’ll all be well served by both systems runmngl alongside each

othér." [Joe Russo, Director of Financial Aid, Umversrty of Notre Dame

. Greentree Gazette (11/95)]

"Because of Direct Loans, the lending community 'sat up and took notice.”
Fueled, in-part by the very competition posed by direct government lending.

' _programs, lenders have become far more sensitive to the demands of- the
marketplace and are trying to meet the needs of. students and schools in new and

creative ways." [Diane Ryan, Director of F1nanc1al Aid, Cahforma State
Umversrty Northrrdge] '“ B D ‘

Key Direct Loan bipartisan votes ; : . .

As part of the reauthorrzatron of the Hrgher Educatron Act of 1965 a Dzrect Loan
* Demonstration Program was passed by Congress and signed into law by Presrdent
- Bush on July 23, 1992 as a brpartrsan compromlse ‘

" After his. electlon Presrdent Clmton worked with a brpartisan group of key-direct

lending proponents in Congress, including Senator.Paul Simon (D-IL) and

' Representatlves Bill Ford (D-Mich), Robert Andrews (D-NJ) and Tom Petri (R-

WI), to accelerate substantiaily the implementation of direct lendmg as part of the

-1993 federal budget reconciliation process. The House-passed, budget included

a complete phase-in of direct’ lending, while the Senate versron capped it at 50
percent of loan volume. The conference commrttee settled ona compromlse plan .
that would partially phase-in the new program. The current Direct Loan Program

‘was authorized in Subtitle A, Omrubus_Reconcrhatlon Act of 1993 (P.L. 103-66),

14
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1995 1996 CONGRESSIONAL PRO]POSALS

Proposals, main sponsors

‘ enacted on August 10 1993. o - B '

Because it changes fundamentally the way student loans are ongmated and dellvered
direct lending has inspired some of the most irtense debate in-the h1story of higher
education policy making and has been the subject of cons1derable p011t1|ca1 controversy.
Fierce and constant opposition from the established interests.in the guaranteed student .
loan program and from influential FFELP proponents 'in Congress contmually threaten
the existence -of the Direct Loan Program. Several proposals to- limit .school
participation, eliminate the program, or slash-Direct Loans’ funding have been considered

'1n the 104th Congress. The 1995 budget reconciliation. b1ll vetoed by Pre31dent Clinton
~on December 6, 1995 called for capping the Direct Loan program at 10 percent of new

loan volume and restr1ct1ng the program to the 104 ﬁrst—year schools.

~ The Dtrect Loan Program s best: response to thls ongomg assault has been.to demonstrate

its’s viability through outstanding performance and customer . servmle The highly -

politicized atmosphere in-which the program has been forced to operate however, has
meant spending an' inordinate amount of time convincing Congressronal opponents to -
allow the Direct Loan Program to operate for its full five years of authorization. In
addition, the political uncertainty facing Direct Loans is causing some’schools to defer -
participation in the program, in effect limiting the program’s growth w1thout the benefit

-of legislation. The followmg are the main Congress1onal 1mt1at1ves to limit direct

" . lending. - o . : _ : : , i

® . The Student Loan Evaluation and Stabilization Act of 1995, (HR 530, 79

cosponsors), introduced by House Economic and Educatlonlal Opportunities
‘Committee Chair Bill Goodling (R-PA), to 11m1t part1c1pat10n 1n‘d1rect lending to .
40 percent of loan volume . . , .

‘ .

®  The Student Loan Evaluatlon and Stablhzatlon Act of 1995 (S 495 16
- "cosponsors), introduced by Senate Labor and Human Resources Comm1ttee Chair
Nancy Kassebaum (R-KS) to 11m1t part1c1pat10n in direct lending to 40 percent -

of loan volume S . o : o ‘ ‘

e The Student Loan Privatization- Act 'of 1995 (HR 1501, |30" COSponsors),

introduced by Representatlve Ernest Istook (R-OK), to phase -out the Direct Loan
: Program

e - The S_tudent Loan Privatization Ac_:t_\'o'f 1995 (S 1l98, 3 COs_ponsors), introduced ",

A5
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Budget cuts, 1mpact of proposed cuts on people / )

- costs.for part1c1pat1ng colleges and umversltles

' .,'f«\Financlal- aid admlmstrators‘on, cappmg/ellm_matmg Direct Loans: o

by Senator Dan Coats (R-IN) to phase out the Dzrect Loan Program (

k5

W1th the Dzrect Loan program currently representlng 32 percent of total loan

N volume for Years One and Two and projected to represent approxnnately 40

percent of loan volume . in- Year Three (Budget Serv1ce estimates 50 - percent)
capplng the program would ra1se havoc among schools and students across the
country : \ : : ~

If the program were capped the Department of Educatlon would have to dec1de~ ,
how to ration: direct” lendlng They may. have to cut colleges w1th less than 100~ -
percent participation, [imit the ‘program to first-year participants, or force. colleges

. to operate dual. programs In any case, thousands of: students w1ll be forced back )

mto the old system

" Schools 2 across the country mvested heav1ly in changmg operatlng procedures'- :
-hardware and software;’ and explanatory materials for students when they first
chose direct lend1ng Capplng Direct. Loans: will 1mpose 51gmflcant convers1on':“‘

Plac1ng any cap on’ dlrect lendmg means that the avallablllty of’ ﬂe 1ble repayment

: optlons ‘$uch as -income- contlngent repayment w1ll depend .on whether a :

partlcular guaranteed loan holder chooses to offer it..

T A cap on Dzrect Loans demes colleges the r1ght to choose ‘what]is best for. th_eir
students, undercuts free competltlon and substltutes a. statutory ‘monopoly. for
market forces : » v

If the Dzrect Loan and FFEL programs are allowed to compete freely, both would
have an incentive to improve because. colleges would be able to switch if one or
~the other does not dellver prompt efﬁc1ent and cost-effectlve serv1ce

The lack of resolutlon on the future of Dzrect Loans has had a chlllmg effect on :
~-school part1c1patlon The Department of Education estlmates that - about 70 .

schools have delayed part1c1patlon in Dzrect ‘Loans becaulse of polltlcal

. uncertalnty, 1n essence capplng the program w1thout the beneﬁl of leglslatlon -
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IV. CLINTON ADMINISTRATION STATEMENTS:

Promises and status of fulfiliment of promises

' 'July 8, 1996

. “T can hardly talk about e11m1nat1ng the program w1thout crylng Students are.. .
happy. Universities are happy. Why they want to cut it, I Just don’t get 1t

[Kay Jacks Director of Financial Aid, Colorado State Un1vers1ty]
|

- "We have had a good experlence w1th being a Year One FDSLP participant. It

truly serves students more effectively and actually decreases some of the
administrative time spent on the Stafford Loan program.... It would be a real
shame if this program gets 11rn1ted because of p011t1ca1 pressures or 'lobbying
efforts. . Even. 1f there is ultunately no "savings" to the government, this is a
better program."  [Steve Syverson Dean of- Admlss1ons and‘Fmanc1al A1d .
Lawrence Un1vers1ty] '

|
|
/ {

D1rect lend1ng will enable students to pay back their loans as a percentage of their

: 1ncomes

With student loan indebtedness increasing exponentially,' the Direct Loan
Program’s most important success is the flexible repayment options it offers -

borrowers. When graduates are-starting a family, working: 1n| their first job,

starting a business, or pursuing a lower-paying public service career they can

. choosé to make smaller payments through extending the perlod of repayment.

These plans reduce borrower default and its cost to taxpayersl help students
transition into the workforce and ensure that the cost of education is not a barrier
to success. Four repayment plans are available under Direct L'oans including
Income Contingent Repayment in which monthly payments reﬂelct a borrower’s
ability to pay. The availability of flexible repayment options in the. FFEL
Program depends on whether a particular guaranteed loan holder chooses to offer
it. Only the Direct Loan Program guarantees borrowers the option of paying
their loan back'as a percentage of their' income... -
change repayment plans when they need'to w-ithout fee or penalty. '

Direct Loans-will help the Department of Education i improve financial accountablhty and -

oversight in the federal student loan programs

¢
i

|
The Dzrect Loan Program reconclled 100 percent of 1ts draw downs from the
federal Treasury for the program’s first year, more than 852 OO(D disbursements

. totaling nearly $1:5 billion, a first in the hlstory of Title IV aid! Compare this -

achievement with the- efforts of federal student ﬁnanclal aid progrlams such as the
Pell Grant Program, which takes years to reconcile all activities, and the FFELP,
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| possible. .

- w1th laws and. regulatlons dur1ng 1ts first year of operatlon

Dtrect Loans will help students. o . n

.
I.

i |

o
z.

|
in wh1ch this type of centralized and streamlined federal over51ght has never been

In another first for a federal student a1d program, -Direct Loans also recerved a
"clean" audit for its financial s1tuat10n internal control structure and compllance

The Department has centrallzed the loan information and standardrzed the format

_of loan data received from all schools. ' The substantial reductron in program

complexity and the number of transactions . and . middlemen ’leads to fewer

. opportunities for error and abuse and greatly reduces the rlsk of accidental
, default : : v |

l

All 'loan. information, except for the promissory note, is transmitted and

" acknowledged electronically. The Department is using state of-the-art technology
- to replace some of the manual processes and forms used in the FFELP

. Under the new streamlined system the Department is able to momtor more

effectlvely the far more limited number of servicers part1c1patmg\ in the program,

- as well as 1nst1tutlonal compllance with program requrrements ‘

|

Student do not borrow from banks. The federal .government ralses the loan funds

. through its regular Treasury b111 auctions, and the federal go'vemment is the.. .

rec1p1ent of loan payments. . . ) B !

‘ The process is 51mpler for borrowers in that they do not. submlt a separate loan
- application to banks. Instead, Dtrect Loan borrowers complete one appllcatlon '

the Free Application for Federal Student Aid, for all Departmént of Education
student financial aid programs. (In the FFELP, borrowers must apply for loans.
separately from other student aid through part1c1pat1ng lenders. )L '

l

- Processmg time is reduced through electronic data}and funds transfer, often

shortening or eliminating student lines in financial aid and business offices. The
reduction in paperwork ha's raised the level of service that students receive.

Students do not wait in lines to endorse bank checks because schools receive loan

* funds electromcally from the federal govemment and d1sburse to sltudents directly.

' Students borrow only what they need because they are conﬁdent that if they need .'
more, the funds ‘will be there quickly. :

. P

18



Jlast updated: July 8, 1996 3

o . ) - - S ' i
X ®  Toll-free numbers ensure that students receive the help-they need.

i o Because borrowmg is d1rect1y by the federal government Direct Loans are never -
sold. Regardless of the number of loans or the place of orlgrnatton ‘borrowers
- make a single payment to the Department of Education’s Dtrect{ Loan Servicing
"1+ . Center for the life of the loans. (In the FFELP, borrowers wrrte and send several

' checks to varlous lenders and secondary markets.) ' '

. e Borrowers do?not have to,seek deferments and forbearances from multiple lenders
and/or guaranty agencies. Once a deferment or forbearance form is received
from the borrower, the Department of Educatlon w111 apply them to all of the
‘borrower S approprlate Direct Loans SO :

Direct Loans will dellver needed money to students more pronrptly

| i
o The need for emergency loans for student fees at the University, of Callforma --
Irvme a ﬁrst-year Drrect Loan School, has been completely eliminated.

o In 1993 when the Umversrty of Colorado at Boulder was still using guaranteed' '
student loans, only 3, 000 checks were available to students byithe first day of
. class.  This year, under the Direct Loan Program 6,585 checks were ready for -

© students to p1ck up to buy needed books and supplies.
: | _
° Under the old program, by the date on which fall 1993 term blllS were due, the
financial aid office at Rutgers, the State University of New Jersey, had processed
3,283 Stafford Loan apphcatlons Under direct lending at the same time the -
following year, the aid office has processed 15,295 loans. Therefore ‘Direct
Loans provided a 500% increase in the number of students with. available federal
loans to  pay fall term tuition and other costs. .

® ' At the Umversrty of M1ssour1 --Columbla the amount of funlds avallable for

students the first week and a half of class for fall semester 19!95 increased by
- approximately 35% over fall semester 1994, $23.1 million versus $17.1 million.

Over 6,500 MU students received Direct Loan funds in August 1995. The

.volume of short-term bridge loan funds borrowed by students the first week and T

a half of class for fall semester 1995 decreased by over 78 percent from fall
semester. 1994. : f
Direct Loans will help schools. . ‘ | i -
' IR .- ¥
o ‘Schools have control over the loan process. Questions from students and parents
can be answered quickly and accurately. Schools know when funds will be
’ L l o
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received from the Department of Education and know w1th1n a few 'days if .

records and prom1ssory notes have been accepted

Schools do not wait for or process checks from mu1t1p1e 1ender<|. Cﬂash flow- at

schools is greatly improved, which reduces or e11m1nates the1r]need for short-.

term, emergency loans for students . K o ’ ,

Duplicate paperwork under FFELP is replaced by one application one source of
funds and .one servicing center. All loan information, except for the prom1ssory.
note, is transmitted and acknowledged electromcally ’

Schools can disburse loan proceeds and- adjust loan amounts muci':h more quickly '_
- and efficiently, because they no longer need to obta1n lender and guaranty agency
h_“'approvals ‘ T o i

*'Easy admmrstrat1on of direct lendmg frees up financial aid staff toi serve the needs

of students. With Direct Loans; schools find they do not have to, field calls from
anxious students attempting to track down loan funds from d1fferent lenders.
Financial aid counselors can now solve many student loan emergency problems

with one phone call. As a result, fewer students are taking out emergency loans

and fewer students are going into the financial aid office w1th problems and -
complaints. This- leaves counselors time: to deal with late appl1cat1ons famlly
crises, -and academ1c problems instead of just chasing papers ‘

- After the 1ntroductlon of Direct Loans, student traffic in the ﬁnanc1al a1d ofﬁce
- of the University of Florida dropped from about 14,000 students to 8,600 a year.

" Since _entering D1rect Loans, the bursars’ offices at both the Umvers1ty of

Colorado, Boulder and Colorado State University no longer need to sort out and
file student loan checks. This has reduced staff workloads at the beginning of

+ . each semester at both schools “These two institutions also report that they can

now resolve most loan problems and-disburse loan funds to students within 72

hours. Under FFELP resolv1ng loan problems could take from four to s1x '
weeks. - - T - I
Direct lending- allows colleges and universities to cut costs. When Iowa State
University shifted to Direct Loans, it shifted four people from student loan

.administration to other departments and canceled an order for eight computers.

Colorado State no longer hires temporary employees to handle the workload
associated with d1str1but1ng and cashing paper checksfor student loans, saving

almost $4,000 in salary costs during fall 1994. After the mtroductton of Direct .- - .
Loans student trafﬁc at the Unvers1ty of Florida financial a1d ofﬁce dropped. '

20 | [l
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from about 14,000 students to 8,600 a year
l

Schools recelve free software, training and techmcal assistance. In addltlon toll- -
free- numbers ensure that schools receive the help they need. S '

. ‘ !
Critical mlsconceptrons and'response : _ - L N

1) The overwhelmzng majonty of Direct Loan schools are. propnetary

~Direct Loan volume by type of institution - is:

. 72 percent for public institutions
° 23 percent for private institutions - '
® 5 percent for proprietary schools. -

D1rect lending represents the full range of postsecondary schools, including such
private institutions such as Harvard, the Massachusetts Institute | 'of Technology, _
and Cornell, as wéll as major public institutions. such as the |Un1vers1t1es of-
Mlchlgan Colorado and Callforma ' R . SR

By law the Direct Loan program is requlred to achleve| a reasonable
representation of all schools participating - in federal student, aid programs.
Proprietary schools represent the largest number of schools in both direct lending
and FFELP, but they represent the smallest percentage of loan volume The total

2) T he Dzrect Loan Program isa safe haven for hzgh default-rate schools allowzng these

schools free access to taxpayer- ﬁnanced loans. !

A school must be eligible to partrcrpate in FFELP in order to be eligible to

participate in direct lendmg and must mamtam FFELP e11g1b1l1ty after it enters

- the Direct Loan Program. Until Direct Loan cohort default rates are available,

if a school has a FFELP cohort default rate that equals or exceeds 25% for three

consecut1ve years 1t will not be el1g1ble to partlclpate in Direct Loans

l

All schools, mclud1ng propr1etary schools must meet at least the| same minimum
standards to participate in either the FFEL or Direct: Loan programs In other .
words, every school being mocked is already el1g1ble for the student loan
programs under Presidents Bush and Reagan ' | :

_ 'Default provisions: ~ A Direct Loan school mist have an FFELIL cohort default
7 rate of less than 25% for one of the three most recent fiscal years for which data
- “are available unless the school is exempt from this requirement, as are HBCUs
"and tribally controlled community colleges. Any school that has an FFELP:

_cohortdefaultj rate of 25% or higher for any three conseeuti\ie' years will lose

21
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~both 1ts FFEL and Dtrect Loan program e11g1b111ty New default rates were -

issued subsequent to the selection of many first-.and second-year Direct Loan

| .
»schools; therefore some of the schools now have default rates that equal or exceed
~25% for the two most recent years. No Direct Loan school has a default- rate that '

equals or exceeds 25% for three consecutrve years L |

: The average FY 1993 cohort default rate for schools partxcxpatmg in Direct Loans

is 10 percent, compared to 11.6 percent for all schools part1c1pat1ng in the FFEL

The Department of Educatlon through its statutory and oversxght respons1b111ty, |

has removed approximately 600 schools with high default rates from participating

in the federal student loan programs.’ In addition, the Department s strengthened

accountablllty activities have prevented many schools that don’t meet - basic
financial or administrative criteria from" part1c1pat1ng in federal student aid

3) The U.S. Department of Educatton has no track record for admtntstenng student loan
repayment and collecttng defaulted loans. It’s easy for the Department of Education to
“give out money, " but it has no track record for collecting lt : : S

The Department of Educatron has establlshed an 1mpress1ve track record in regard to both
default collection and student repayment :

, = _
As of May 31, 1996, private sector compames under competetlve agreements with
the Department of Education have collected more than $202.5 m11110n under the
Direct Loan program. Direct Loan borrowers are sent quarterly statements of

" interest accrual and given the option each quarter to pay the mterest to avoid
larger payments in the future :

As a result of the Department of Education’s aggressive accountability and
collection efforts, the national student loan default rate has been cut almost in
half, from 22.4 percent three years ago to 11.6 percent in the rnost recent year
(FY 1993, the most current data available). This new rate represents the greatest
one-year percentage drop smce official student loan default reportmg began w1th.
.the ﬁscal year 1988 rate. S N

. | )
Since the start of the Clinton Admuustratlon the Department of Educatlon s total
defaulted student loan collections have increased five-fold from 1993 to 1995.
The Department recovered $598 million in FY 1994 by offsettlng federal income

tax refunds from 781,000 defaulters and $585 million in FY 1995 by offsettmg

. refunds from 774,000 defaulters. Wage garnishment has increased from some

2
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5, OOO defaulters in all of FY 1995 to nearly 8 300 persons in the first quarter of

FY 199%6. Lrtrgatron against student defaulters has increased from 200 accounts
in FY 1995 to 708 accounts in the first quarter of FY 1996. -

The new Natronal Student Loan Data- System (NSLDS) is further irnprov'ing the
Department’s monitoring of student loan applications to prevent ineligible students
-- and students who provrde false information -- from receiving federal funds.

In the current school year, the NSLDS blocked the issuance of $230 million in -

I'loans to ineligible applrcants

Direct lendrng is- designed to reduce defaults by providing borrowers w1th better
1nformatron servicing and repayment flexibility throughout the life of |the loan.

FFELP contains built-in mechanisms that 'encourage defaults. ' | lk

The immediate and direct access to all student loan account actrlvrty provrded by
the Direct Léan centralized database represents a revolutronaryj breakthrough in
default prevention. The availability of on-line, real-time data on all Direct Loan
borrowers will facilitate the Department’s monitoring of borrowers’ loan

"'repayment act1v1ty and calculation of schools’ default rates in -a more timely,

accurate manner. For the first-time, a real default preventronl program can be
initiated for both borrowers and schools. This level of control is not available -

under FFELP, where default rate calculations lag two years behrnd the current -

academrc year.

¢

The Direct Loan program makes avarlable to students a broader range of

- repayment plans, including Income Contingent Repayment which allows
_ borrowers to avoid default by paying a specrﬁed percentage of their incomes.

Because the Department holds all loans, it'is able to quickly contact defaulted
borrowers and offer them the option of collection through wage garmshment or

_IRS income ‘tax refund offset. - These Direct Loan unprovements w111 reduce
defaults even further. B o . !

When a default occurs in FFELP a lender can conform to all] rts due drhgence
requrrements to establish eligibility for reinsurance without ever having to make
contact with a borrower. - These lenders are then reimbursed by guaranty agencies

for 100 percent of the total loan amount. Guaranty agencies, in turn, can

perform all their due diligence requirements without ever having to actually get
in touch with the borrower. These agencies then submit default claims to the
federal government and are reimbursed for up to 98 percent of the amount paid

_to the lender. After that, guaranty agencies are free to pursue collection of the
. defaulted loan and are able to 27 percent of all payments they receive.

23
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- Lack of service and responsiveness on the part of lenders, secondary markets and

loan servicers are two of the problems most often reported by FFELP borrowers.
FFELP loans are typically sold ((sometimes  several. times) [and borrowers

frequently report confusion about where to send payments deferment forms and’
; requests. for forbearance « :

4) If it cannot sufﬁczently oversee zts com‘ract for processmg college financial aid
applications, how can it hope to admzmster a program of the zmponance and scope of

direct lendmg ? ‘ , o 1

{

f

- Among the reasons for the FAFSA processing delays were techmcal problems :

associated ‘with introducing a newly-designed computer system. | Any effort to
improve businéss processes through improved technology, whether in government

] L
- or in the private sector, faces potential problems. ' The end result of enhanced

i
performance and customer service is worth the effort, as was the case after

~ Microsoft Corporation worked out techmcal ghtches ass001ated wrth the

1ntroduct10n of its Wmdows 95 software

.

* The true test of an organization S management and oversight capabilities. is its-

ability to swiftly recognize and address problems. In keepmg with its

‘commitment to improved customer service and accountability, the Department of -
. Education has quickly identified and responded to the FAFSA processing ‘backlog,
resulting in tremendous strides in the processing of 'applications.". : :

i Those who would questron the Department of Education’ S abrhty to manage the

student financial assistance programs have all the more reason to ‘support the
Direct Student Loan program, which was specifically designed|to be easier to
administer and oversee than the Federal Fam11y Educatlon Loan (FFEL) program

W1th its complex student loan dehvery system consrstmg -of 7,000 banks 50

secondary markets and 41 guaranty agencies, the FFEL program could never

respond to a crisis as swiftly and comprehensively as' the Departrnent of

Educatron has responded to the FAFSA processmg delay |
|

|- ,
‘As has been noted by numerous Inspector General and Genéral Accounting Office
- reports, the fundamentally flawed and complex structure of the 'FFEL Program
' ‘senously underrmnes effective federal management and oversrght

D1re‘ct lending is perhaps the_Department s most dramatic and successﬁil» example
of government reinvention. Already it has produced a set of accomplishments -

. unprecedented in the history. of the student financial assistance- programs .The

first year of the Dlrect Loan program has been 100 percent reconcrled -~the first
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time that any federal student loan program has ach1eved that goal In another
first for a federal student aid program, Direct Loans received a clean" audit for
its' financial situation, internal control structure and compllance with laws and
regulations durmg its first year of operatton : g '

e In only 1ts second year, direct lendtng already is working much better than the
FFELP in terms of its sunp11c1ty, efficiency, customer serv1ce and benefits,
flexibility, and reduced costs. Not a single school that has entered Direct Loans
has Wlthdrawn from the program.. 0

5) The Direct Loan program means hundreds more bureaucrats at the Department of A
Education ' '

1

®  The Department of Education’s use of pr1vate sector firms to administer the

_ College Republican National Committee (March ]996)]

" Direct Loan Program has allowed it to implement the program with’ minimal
additional staff. The  Education Department has retamed[ its appropriate
management and oversight role while getting the best pr1vate -sector practices with
regard to loan or1g1nat10n serv1c1ng, systems and mamtenance i

® Less than 5 percent ($18 7 mllllon) of Direct Loan funds were used in FY 95 to
.- support staff at the Department of Education. Indeed, the Department has been -
able to develop and run a program of Direct Loans scope and| magmtude with

just under 300 new full-time federal employees . ‘ ‘

o Under the FFELP, the federal government subsidizes: employees at more than

7,000 banks, 41 guaranty agencies ‘and 90 secondary markets. Student loan ,
guaranty agencies are bloated bureaucracies, employing . more than 5,000
employees -- 25 percent more than work in the entire Department of Educatlon
and ten tunes more . than admtmster Direct Loans. ; :

e Direct Loans will actually decrease the number of federal emplOyees needed to

" . oversee the student loan system, while eltrntnatmg federally funded govemment

- workers at the state level. . . S |l
' R l

 6) The Direct Loan program embodies all the worst characteristics of big government,

and will transform the current guaranteed student loan program’s model "public/private
partnership” .into an over-staffed and costly government bureaucracy plagued with

inefficiencies. Under the Clinton Administration, the Department of Education has -

become the "Ministry 'of Student Loans" [Washington Times editorial (3/12/96)].
"Clinton’s direct lending is tantamount to one of the most costly government takeovers
of any of our nation’s privately run and funded programs " [Joe ('allz Chairman
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- markets, guaranty agencies, and servicers in special’ allowances, adm1mstrat1ve e

government subsidies, this “private -program would cease to exist.

I
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The guaranteed student loan program is private simply by virtue of the. profits and

“perks it prowdes its high-salaried executives, not by its source of funds or -

structure. Taxpayers pay billions ‘of dollars . annually to lenders, secondary

expense allowances default claims. and interest payments.

FFELP guaranty agenciesare by statute, non-proﬁt tax- exempt ent1t1es that have
no private investors or contributors and depend solely.on public fu'nds to carry out
their responsibilities as loan guarantors. Moreover, the majority of guaranty
agencies are state or state-chartered agencies that employ thousands of federally-.

T funded pub11c workers

7) Direct. lendzng will add billions to the national debt.

! ®

to use taxpayer SubSldIZCd lobbylsts and media consultants

‘Rather than tradltlonal busmess partners which share both nsks aInd rewards w1th.
‘the federal government, ‘guaranty agencies in FFELP are more approprlately

characterized as costly fiscal intermediaries. Guaranty agencies | have been cited
repeatedly by the Government Accounting Ofﬁce for major mismanagement,
fraud, abuse and conflicts of interest. Taxpayers, not the prlvate sector will have -

to cover the losses 1f this complex system collapses. : '

, . | .
The private sector plays a major role in the Direct Loan Program and is -

~ responsible for all of the essentlal administrative work assocratled with student
~ loans, such as servicing and collectlon Because of their familiarity with student
- loan processing, many of the contractors currently workmg for the Direct Loan

program are the very same entities participating in the FFELl) The crucial ‘
difference is that direct lending has introduced market-based competition and
accountability to the student loan program. - Service is obta,med through a
competitive bidding and performance-based selection process, which is designed

. . . . | .
- to ‘obtain the best service at the lowest cost, rather than through statutorily

mandated entitlements which are the result of the student loan mdustry s ability

.Elghty percent of FY 95 Direct Loan funding went to pr1vate compames only 5 .I

percent was used to support federal employees

In reality Direct Loans because they cost less than loans under the FFELP, help.-
hold down the deficit. Dzrect Loan borrowers repay the Department of Education
rather than lenders. As a result, interest payments on Direct Loans made in FY
1996, totalling $16.1 billion over 30 years, can be used to offset all federal
borrowing costs and partially cover subsidy costs associated! with - in-school
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!

interest payments and defaults Loan repayments in the FFELP are not available

to-offset federal costs. These student payments, along with substantlal federal.
. payments, are instead used by lenders to-cover the1r borrowmg and admrmstratrve
.costs and generate profits. o

-

 The Direct Loan Program s use of direct federal financing reduces federal subsidy

costs by replacing -statutory entitlements with substantially lower market-based
rates set by the capital markets’ for the federal government In addition; the

" difference between the borrower interest rate on student loans and the federal cost -
.of capital generates federal revenues that further reduce the total‘ subsrdy cost to
‘the taxpayer. S : : , ‘

The Department of Educatlon s use of pr1vate sector firms toI admuuster the

program also contributes to administrative cost savings, and llras allowed the
Education D_epartrnent to implement the program with minimal additional staff.
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 CHILDREN AND FAMILIES

" A IRE‘CORD OF A’CCOMPLISHMENT IN PROTECTING AMERICA‘S CHILDREN:

|
Expanding Head Start: Since takrng office, the President has increased funding for '

“ Head Start by almost $800 million to serve tens of thousands of addrtronal children.

Investing in Education: The President has proposed a $2 billion Tecl]lnology
Literacy Challenge Fund to help communities and the private sector ensure that every
student is equipped with the computer literacy skills needed for the 21st century

 America's Technology Literacy Challenge Fund. ]

~ Opening the Door to College President Clinton reformed the student' loan prograrn,
making college available this year for more than 5 million students. |

Fiscal Year 1997 Budget.Supplement, pages 406-408. |
Fiscal Year 1996 Budget Summary and Background Informatzon Department of

Education, page 53. | _ ' ’

In 1994 and 1995, the AmeriCorps Program enabled 45, 000 student volunteers to eam
money for college. in return for serving their communrty -(Note:. This frgure does not

include numbers from 1996.). ' '
Corporation for National and Community Servzce Pro;ected and Fi mal Approprlatzon

and Service Levels, 7/1 2/96.
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