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GOALS 2()OO 

-" 48 States ~lfe participating in Goals 2000 (all except Alabama and Virgin~a) 
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IOffice of Elementary and Secondary Education 
Formula Grant Program Allocations 

Goals 2000: State and Local Education Systemic Impr:ovement 

IS1<tteQr,bytly;ng Area 19M ,1995* 19ti 

Alabama 
, Alaska 

Aii!ona 

Ai'Xansas 

California 

Colorado 

Connecticut 

Delaware 


, Florida 

Georgia 

Hawaii 

IdahO 

illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

loui!iiana 

Maine 

Maryland 

Massa'cl'iusettS 
Michigal'\ 
Minnesota 
Mississippi 
Mjssourl 
Montana 
Nebra"Ska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
NOI"I.h Carolina 
Nortl1 DaKora 
Ohio 
OklahOma 
Oregon 
Penm;yl1l3'nia 
RhO(je Island 
South Carolina 
SOUl/'! Dakota 
Tennessee 
Texas 
Utah 
Vermont 

I, Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 
District of Columbia 

, Puerto Rico 

Il.me.ricat'l Samoa 
Gu:om 
Northern Marianss 
Palau 
Virgin Islands 
MatshlllJ Islands 
Micronesia 

i BtA. AFN 
, 

Torsi 

$1,604,625 $5,941,766 $5.675.986 
460,574 1~547.345 1,437,296 


1.364,600 ' 5.450,582' 5.038;557 

' 993,175 3;650,495 ' '3,434.819 


, 0.514, 198 42.111,705 39.211,219 

1,086,759 4.288.514 3.922,624 


962.265 3,460.756 3,i49.595 

,406,278 1.291.544 1'.242.928 


4.022.211 15.861.034 14,713.635 

2,355.215 a.959.402 8.515,014 


417.745 1,3131,641 	 1,307,668 

458,232 1,568,397 1.478,175 

4;138.448' , ' ,1S,992,SH, ,15.050.826 , , 

1.737,392 , ' 6.557.145 6,Z80,89~ 


BS8,162 3.219.518 3.077,877 

865,991 ' 3,193,9HJ 3.099.621 


1.479,642 5.775.274 5,549.490 
2,064,025 	 7.965,128 7.64 2,099 


506,617 1.647,540 1,5:;5,403 

(450.703 5.379.936 5,016, 1 ~3 
1.684.961 6.990.859 6.242.461 
3,622.852 14,371,488 13,653.547 

' 1,389.913 5.377,076 , 5.062.092 
1,:361,751 5.094.972 4,664.861 
1,694.096 6.525,935 6,132.073 

449,712 1,560.150 1,459,914 


56a,280" 1.eaS,H)4 1.834.350 

410.679 1,419,05Z " 1.303.042 

0 1.290.294 1232,612 


2,445,502 8.792,536 7,904,169 


?42.7€?4 2,782;261 ' 2,610,240 


7,166.140 '27,112.295 . 25.358.~2B 


2,060.116 7.745.067 7.280.313 


406,852 1.340.576. 	 1,259,984 

3.711.499 14.833,6$4 	 14,226,873

1: 155,679 4.396.613 4,176,732 


1.048,333 4.012,392 3.799,963 

4,070.640 	 15.529.194 ' 14,464,447 

442,901 1,490,0"04 1.359,668 : 
1.276.721 4,710.359' ," 	 :4.511.625 ' 

427.589 1.412,549 	 1.309,917 

1,680.252 6,:;e7.802 , 5,999.453 


'7,286.(';44 . 29.22B,Z78 27.187,479 


710.199 2.587.039 2,452,958 


'407,301 1,272,847 1.225.743 


0 	 6.658.924 6,200,305 
6,056,9461.583.754 6.328,974 

179.620 2.799.259 	 2788,423 

1,685.573 6.56Z,097 6.320.177 I, 
:,370.640 1,;:62.907 1,224,150 

477,300 1.523,409 1,353,218 
9,064.0782.381,661 9.608,968 

44,917 164.247 	 173,854 

47,455 194.658 	 183,698 

25.000 102,549 ,96.770 

25.000 	 102.549 79.187 
358,733'' 92,677 360,157 

25. DOD lD2~4j jD}lD 
nng ~O2,43~ ';:'$S,~e.\l 

5SS,222 2,249,558 	 2,125,800 
$J39,700,000,92 4001°00 $3cH" 8 7 0, 000 

1

" 
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GOALS 2000: 

EXAMPLES OF HOW COl\1MUNITIES ACROSS tHE NATION ARE, 


ENHANCING STUDENT ACHIEv:E:MENT 


It;l Louisiana, the Ouachita Parish School Systernsurveyed Over one thousand citizens and found 
that discipline is overwhelmingly the number one priority. Therefore, the parish is using Goals 

, I 

2000 funds to improve student discipline, reduce suspensions, better communicate with parents by 
involving them in school activities, and develop rigorous academic standards for in-school 
s~sp'ension classes. Furthermore, the district is creating programs in which students who have 
been expelled or suspended will be expected to. attend and succeed in alternative, rigorous 
academic classes. ,

, . 

Iri Fitchburg"Massachusetts, Goals 2000 funds are being used to create a math arid science 
integrated learning laboratory where teachers use computers, laser disc players and other 
equipment to develop in~eractive science and math lessons; Teachers in the New Bedford Public 

, Schools have developed ,a partnership with the Massachusetts Institute for Technolo'gy (MIT), 
a~d they are participating in a math and science training course developed by some of the most 
n9ted professors iI1 the cou'ntI)'. . ' 

, , . . . I 

Inl Port Huron, Mtchigan, Goals 2000 furidsate being used to implement a Reading and Writing . 
P~bficiency Summer Institute in which 230 at-risk students in grades K-5 attend an intensive four 
w~ek slimmer school intervention which extends learning time. ' 

In'Rowan County, Kentucky, Goals 2000 funds are paying for two math reSOurce teachers to help 

elementary and secondary math teachers better measure student progress in math. These resource 

te~chets are also training parent volunteers to help coach fifth and eighth grade students with their 

inath studies. 


, , 

Schools in Springfield, IHinois see technology as one tool for helping students reach high 

standards. the Springfield School District. I~6 is using Goals 4000 fulJds 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 tousing technology throughout the curriculum). 


In :Wisconsin, te'achers in Monroe and Monticello school districts are parti~ipating in:a two·week 

math, science and technology institute to develop new expertise in strategies which will help 

stu'dents meet rigorous academic standards in math, science, and technology, 


, 
In the Smyrna School District in Kent County, Delaware, Goals 2000 funds are being 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 broadencolTlmuniry participation. 
Funding is also supporting the development ofitnpr6verherit plans~ theaCCluisition ofisoftwate at;td 
orher materialS, and various profeSSional development activities. . i 
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In Qhio, Go~Is 2000 fund$ are being used for four purposes: (1) to increase the level of student 
academic achievemerlt in ]26 low-performing districts; (2) to develop connections, including a 
technology network, which allow teachers in high-performing schools to exchange inn'o'Vative 
teadhing practices; (3) to replicate school-level innovative practices; and, (4) to form professional 
development partnerships between colleges of education and local school districts. 

I 

In HilIsborbugh County, Florida, funds are being used to implement a telecommunications training' 
program for all teachers ~n:public and private schools. the program Will provide rigorous 
tec~nology skills workshops, and give teachers an opportunity to integrate distance learning 
tec~nologies into their owr learning experiences. 

th~ Los Angeles Unified School District is using Goals 2000 funds to support the district's 
imp'rovement initiative. The initiative involves restructuring the entire school system in order to 
fadlitate site·based management. This restruCturing involves breaking dO\llI1 the entire district 
intq several smaller "clusters" of schools, thereby decentraJizing decision-making and allowing 
more educational decisions to be made at the local level. 

! 
1 

,I 

'. 
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Fi~l,Xea.r ,1995, Sl:.ate.,;,Ail.ocations 

of Columbia 

Iowa I 
Kansa)3 

Ken~urky , 

Jj0':ll:Sjana 
Mal:ne 

Maryl~IidMassa. husett:.s 

Michi an 

Minne ota 

M~ssi~sippi 

r.11SS0~ri 

Mont a 'a 

Nebra ka 


mpshire 

~ew J·rsey

New M xico 

New Y'rk 

North Carolina 

N,o~t,hl Dakota 

Oh~o ~ ,qklah rna 

qrego 

pennsrlvania. ' 


'Puertp Rico 
RhodeI !sland 
Southl Carolina 
9cut.hl Dakota, 
Tennessee ' 
Texasj 
lltah i 
Vermont 

yirgi;nia 


I 

~Q~~ 

57 ,542,0'00 
6,534.000 

47/20~,OOO 
32,691,000 

392,331,000 
35,757,000 
27,022,000 

6,027,000 
14/32~,OOO 

125,508,000 
85/792,000 
lO,312,OOO 
10,009,000 

l48 / 120,000 
48 1 871,000 
25,539,000 
24,7'12, 000 
58,383.000 
78,691,000 
13,118,000 
42,023,000 
61. 1~9, 000 

132,990,000 
38, 28'l ;000 
95,493,000 
58,752,000 
, 9,77'2 f 000 
lS,456,OOO 
8,315,000 
6,.1,9,:)00 

74,610,000 
27,26Si,OOO 

226,840 1 000 
71,~03,OOO 
6,966,000 

1~9/497,OOO 
40,705,000 
29,086,000. 

126,251,000 
132,423.000 

10,453,000 
44,021,000 

8,258,030 
61,630,000 

223,;:109,000 
18,145,000 

,. '7, 636 ~·o 00' 
48,896}000 

ENROL~ 

14; 552. 
1,209 

10,029 
9 , 244 

7.2,650 
8,576 
5,625 
1,574 
2,9i3 

27,623 
19 / 523 

2,226 
1, S4~ 

31,!:J79 
11,739 

6,l951 
6,1S8 

l.~,267 
19,3:41 

3,439 
8,874 

10,990 
30,936 

. , : ,.' . . 8,576 
24,1.50 
14,064 

2,304 
3,764 
1 1 793 

·1,232 
13,016 

15, e:a 
39,491 
16,161 

1/739 
34,215 
11,165 
4,698 

26,149 
32,1i8 

:7.,434 
10,41.5 
2~0.25 

l ..L 2i:3 
5l./~25 
4,334 
'1.,486 

11,147 
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I 

w~shi~gton 
L4~st Virginia 
W,i scops in . 
Wyomihg 
Outerl Paoific 
V~irgi~, 191"ands i 
Ameriran Indian 
Migrapt Programs 

) Total 

! ' 

53,3S5,OOO 
27,626,000 
52,633,000 

5,099',000 
9,309,000 
6,228',000 ' 

95,130,000 
136,802(000 

$3(402 1 946,000 

, " 

I 
8,803 

'.: 

6~522 
12.17~ 
1,3i3 
5.849 
1,430 

18,821 
35,243 

i 
! 

I, 

i 
! 

TOTAL p.re 
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Major Differences Betw'ecn fII Child Nutl-itionProvisio'ns in Congressional W:elfare Rerorm ' 
:Proposals and in the Administration's Work First and Personal Responsibility Act of 1996 

.. 
I 

HR 4 -:- the .»ersofial ResponsibilitY Act of 1995, ~s originally introduced! by the 
Republican Jeaderhip, would have block granted Child Nutrition programs and cut thern by 
about $6,6 billion over five yearsovei the Administration baseline, Block grants would 
have reduced food benefits for children, elimtnated'naiional rnitntion standards, and 
eliminated the program's responsiveness to periods Of rece'ssion or economic hardship, In 

• I addition, the bill contained burdensome immigrant provisions. ' 

i. 

• The Conrer~nce·r(~ported HR4 eliminated the national Child Nutrition block grants and 
replaced them with optional School Lunch block grant demonstration projects in seven 
USDA regions: While an improvement over the otiginal HR4, the proposed block grants 
still threatened national nutrition standards and compromised the national nlature of the 
program, As with the earlier version ofHR 4, this bill imposed a citizenllegal 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 made many other cuts in Child Nutrition programs. 

i 
The Administration's Work ,First and Personal Responsibility Act of 1'996 saves $3.2 
billion over six years and makes small adjustments to Child Nutrition programs by 
rounding down reimbursement· rales. means-testing family dfty care homes" and making 
other minor changes. It contains no block grants and no administratively·b,urdensome 
immigrant provisions. 

'.Currently, thei,e are two Republicanle'adershlp welfa're reform bills undcrc:o'nsideration by 
Congress: HR 3507 -- the Personal Responsibility arid Wurk Opportunity Act of 
1996 -- and S 1795 -- the Agriculture Reconciliation Act of 1996. Neither bill includes 
any child nutriiion block grants .. The Senate bill, in addition, has made sigriificant 
improvements. It prohibits conditioning child nutrition and certain commodity program 
assistance on citizenship or immigrant status. The House. on the other harid, retains-the 
immigrant provisions for Child Nutrition programs. 
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fisca,LYear",1.9,94, State, Allocations 
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SIA~t 

AlaJ:!iama 
Alar;;ka 
A:r i t'ona 

Arkansas 

California 

Colo.rado 

Cbnn'ecti cut 

Oe la:\Jare 
bist~ict of Columbia' 
Flotlida 
Georgia 
Ha'Wa:i i 
idahlo 
111 i:noi s 
lndi:ana 
10\0105 

Kansas 
l<ent:ucky 
Loui,siana 

Haine 

HarYllat'ld ' 

Massachusetts 


, Mich:igan
Minn;esota' 

His$:issippi 

Missouri 

Montana 

Nebr~aska 
Neva,da 
}.Ie"" 'Hampshire 
New :Jerse1' 

Ne.. Mexico 

Ne\il York 


,North Carolina 

North DaKota 

Ohio 

Oklahoma 

Oregon 

PenDsylvania 

Puerto, Rico 

Rhode Island 

South Cl!Irolina 

South Dakota 

Tennessee 

..... Texas 
Utah, 

DOLLARS 

54,282,221 
6,295,157 

44,'415,667 
30,716,819 

371,226,612 
31,787,337 
26,061,055 

5,814,651 
12,853,813 

118,975,793 
81,974,0'80 
9,938,608 
9,574,49'4 

139,136,677 
46,558,136 
23,429,505 
22,095,034 
54,364,364 
75',876,200 
12,610,359 
38,809,513 
57,263,902 

126,686,122 
36,930,038 

92,012,142 
55,978,726 
9,562,699 

14,342,152 
8,016,779 
5,699,002 

71,188,817 
24,240,691 

215,678,1'02 
66/642,536 

6,722,846 
133,913,456 
39,073,258 
27,079,988 

119,354,307 
127,065,908 
10,059,891 
40,772,129 
7,984,880 

58,609,810 
21.3,394,321 

15,831,713 

ENROLt.MEMI 

14,525 
1,209 
9,846 I 

9,065 . 
70,995 
8,118 
5,660 
1,455 . 
2,841 

27,398 . 
·19 ,44:5' i •. 

2,260 
I 

I 
1~912 i 

30,517 . 
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 
1,793 
1,156 

12,898 
6,397 

, 39,062 
15,695 

1,739 . 
33,919 
11,165 
(,638 


25,672 

32,145 


2,476 

10,142 


2,025 

14,380 

51,521 


4,029 


: 
'" ' i,· 

' 
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Since FY 1987. more than three billion dollars bas been appropnated fOI drug j 

fprevention activities, Specific information on funding by year follows: ,t " Fiscal· Total 
Year Appropriation 

I 

----~-200~~~0,OOO IFY 1987 

FY 1988 $229,776,000 ~/ 


FY 1'989 $354,500,000 ! 

FY 1990 $538,250,000 ,; 

FY 1991 $606,341,000/ 


jFY 1992 $623,963,000 ~ 


FY 1993 $598.227,000 / ~L/07 

FY 1994' ~~ 

'~Y 1995 
 $465,981,000/' " 71 ,....,.L41 C, 	 '. ODu.)FY 1996 ~ .. p..; I I 

'. tId upon c~cnLQ,ontil1uiny-eso~ution. The BtesTd~t rcqucs.~l'!d-~5q9 mil!i9n~, ./~.......---........ 
th ",' . ouse-pajse,d}Jld''Sena~e A:'PPf3!Prrations 9omrnj1tee.:passed/appIPpriatjOnt~jlI:S'..:w'6UJ,d . 

/,/rovldc $20~on for thJS ~ram, .. i.-/. ..~ ! 

/ '.. ! .' 	 State by state information and a description of what type of programs this! mon'~~ . 
helps pur in place is needed. Specifically, Ohio received $10 million in S'afe and Drug 
Free Sch091 grants and used that money to InstalJ metal detectors,. bire sedurity guards, 
start drug education progr~, etc, - ~---.::--~l:e·-]-- .~-~~.~ ~ \CAQ. { 

~. : ~'\{i 'b~ ()a) ~ It- ~o&,s-,b\~. • 
HEAD T ~.' I ... chart, similar to the "f de . r~bed above i,sheede for tllls pro!731D. 

. • ,How m~hildrcn have benoflrted from dmioistrion efforts , impl'I)ve/expand 


/Head Start? \Is this infonnadon available 0 ~,~t;e~tWh 'stks could be 
..at other st 

(USed to demon"urtctiveness on tllis . Z. . . 
SCkOOL LUNCHES "(.' '.' ". " 

The following funding informati9n was pulled down from the DepaInnent of 
Education's web page? Is the infonnatioD correct? If it is, it appears as. thougtt 
funding was reduced? If it was then \vhy? ~-ee... ~vJ ...&-- ~~.c..l, 

, Funding History of the t 
Safe and Drug Free Schools Program .! '. 



-.----.-~.., 

! 
, 

CHILDREN 


How many children ha~e benefited from the President's increase of Head Start? 
I 

The figure 130,000 is commonly used and is cited in the 82 reasons :to veto the GOP 
budget? Is this number correct? The cite and documentation are n4ded for this 
figure and also for any additional figure which may apply. I 

Can we get 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 150,00;0 children. 

I 

• 	 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 million students and 
1350 to 1200 schools) Cite and document these numbers. 

~ -.- .. 
, I. How many students would the FY96 Republican budget proposals have cut from Pell 

Grants? " . i 

Is this number consistent with figures used in the past? Cite and document 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 s(udents compared fo the President's plan and 198,000 fewqr students would 
receive Pell Grants compared to 1995. [Congressional Record, Hou'se Vote No. 626, 
8/4/95, p. H-8420; Education Department, Budget Service] . 

How many states are participating iil Goals 2000? How much funding has each state 
received? Anecdotally, how have these states put this funding to wqrk - e.g. 
Kentucky's homework hotline? 

• 

,! . 
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IMPACT OF HOUSE·PASSED 1997 APPROPRrATIONS BILL 
, ON MAJOR EDUCATION PROGRAMS 

, , I 

ibveraltDepartment Bud,get: The House verSion of the 1997 appropriations bill would 
reduce the President's discretionary spending request for Department of Education 
:pro'grams by $2.8 billidn, or 11 percent-from $25.6 billion to $22.8 billion. At a time of. 
:record high enrollments nationwide, a reduction oUhis magnitude can be seen only as an 
,attempt to seriously undermine an effective'Federal partnership with States and " " 
,communities in such vita,l areas as reforming teaching and leaming in the Nation'S schools, 
,improving the quality of its teachers, creating safer school environments, an~ providing 
innovative 'technology in classrooms, i 

:Goals.2000: (-$491 million from the President's $491 million request) The 'House would 
'end Federal support for efforts underway in nearly all States arid thousands ,of 
;communities to raise a~demic standards and enCourage students to work hard to meet 
,them. Nationwide, the House would eliminate funds that would, under the President's 
:1997 request, help more:'than 12,000 schools annually tobetter use resour~s to improve 
'tea'ching arid learning and to increase parents' involvement in their children's education. In 
;addition. a program of assistance for 42 parent information and resource centers would be 
:termiriated. These centers holdgrei\lt 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. " 
:' , ' . " , , I " ' 

Sch'oOI·to;'Work: (-$50 millio'n from the President's $400 million request-Jar the 
iDepartments of Education and Labor) The House would fund no hew State implementation 
;grants. AS'"a result, the number of States receiving grantS would remain at 38, instead of 
'increasing to the planned 49. In addition, 10.hew urban/rural opportunity grants would not 
be awarded to local'partnerships in high-poverty areas; " ,',. ", ' ",',,' ," ,,' 

, I , 

ITltle tGralitsto LEAS: (-$414 million from the President'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 (4-13,000) fewer 
:disadvantage'd children than would the President's, 1997 budget request.' : 

:Eisenhower Professional Development: (-$610 million from the President's 
~$610 million request) The House would prevent an estimated 750,000 teachers and other 
educators from receiving professional deve,lopment to teach to new sta'ndar~s in the core 
iacademic subjects ....a critica! need if education reform is to succeed. ; 
I ,i' , " 

Safe~andhDrug~Free,Schools:("$74 million from the Presidemt's$515 million request) 
jOespite the rising incidence of student drug use and violence in schools, the House is 
:proposing to level·fund- Federal support for drug and violence prevention programs that 
iserve about 4~ mimon students in 97 percent of the Nation's school districts: The level of 
!services would be 14 percent below the level provided for in the President's~budget 
, ' ' 

'" ", '" I 

,BilinguaLEducation: (-$40 million from the President's $157 million reque~t) Compared 
ito the President's 1997 request, the House would. eliminate; (1 )9rants to S~Cite • " 
educational agencies to improve instructional services for limited ~nglish proficient 
:students; (2)the National Clearinghouse for Bilingual Education. which responds to 42,000 
: requests for information from teachers each year; (3) dissemination of information on 
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,prbgraril desig~ed specifically to encOurage gender equity in the classroom! And it . 
: includes a 4'8 percent cut in the request for Title IV, effeCtively ending the civil rights and 

,I desegregation. activities of State educational agencies.· 

:Vocational Education: (-$44 million from the President's $1.1 billion request) Basic 
; State Grant funds support services to approximately 12.4 mil'lion students per year. W!th 
: the proposed House freeze. States and communities would not have the resources 

.! needed to prepare additional numbers of youth and adults for productive careers in a 
: changing economy. . 

,!Adult Education: (-$46; million frorn the President's $300 million request) Despite the, 
; fact ~at there is a literaey 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' 
iefforts to help 4 million adults develop basic s~ills, including literacy, and achieve 
: certification of high school equivalency would be seriously hindered. 

:PeiLGralits: (-$577 million froni the President's $5.9 billion request) The rhaximum . 
. award of $2,500 provided by the House is increased by $30.over 1996. bUtisstill $200 . 
; beloW the President's request of $2,700. Some 1 08,000 fewer needy students would be 
served than the 3.8 million that would receive grants under the President's ~equest. 

: I 
! . . ' . ' I 

Perkins Loans: (-$158 million from the President's $158 million request) The House 
'would not provide a new'Federal Capital Contribution appropriation for this need-based 
: postSecondary student 19an program that makes low-interest loans to more ,than 700,000 
,College students per yea( The House actio'n would eliminate some 151,OO'c) loan 
: recipients. , . . I 

: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 excelle'nce and achievement of the top 5 percent of graduating high school students . 
. In 1997. some 130,000 high school graduates would not receive these prop:osed $1,000 
: college scholarships. 

'DirectStu'dent Loans: (-$175 million from the permanent appropriation 01'$595 million) 
'The House proposal would reduCe mandatory spending f6rthe administration of the Direct 
: Loan program. making jtJ impossible for the Department to ensure the integrity of its 
:studerit loan programs. ~nd effectively capping the volume of direct lending: The Direct 
: Loan program provides more efficient loan deliveries and flexible. ·!ong·tEmn ·repayment 
!options for 2.6 million borrowers at over 1,700 schools nationwide. ' 
i· , 
i 
, 

Degartment Discretionary Programs: The House would continue its overall policy of 
iproviding no funding for discretionary grant programs that support research; 
demonstration, training, technical assistance, and evaluation activities that help States. 
: communities, and schools improve education at aU levels. the bill would el~minate 
approximately $·1 00 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-effecti~e Federal roles in education: supporting State arid local· 
: development and dissemination of effective educational practices throughout the Natipn. 

" ,, 

1 Budget Service 
iJuly 15,1996 
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effective bilinguar education models; and (4) a major research'study of trends and 
! improvement in bilingual education. Despite a major shortage of trained bilingual , 
: teachers, th'e House would also eliminate professional development for 6,000 bilingual, 

, : educators. .I 

I 
. .' '._' . . . I .' 

: Iinmigrant.Education: (-$50 million from the President's $100 million request) The 
'House would freeze assistance that,helps school districts enrolling large nutnbers of 
, immigrant students pay the costs of educating over aoo,ooo immigrant studE:mts annually . 
. The President's proposal would double these payments, from $61 to $122 per student. 

I l .' .. '. .: . 

; SgeciaLEduca.tion: (-$279 million from th'e 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 
I tneir.services. Because of increases in .the. numbe:rof childrer1requiring services and . 
; inflation, a, freeze on funding for Grants to States would resultin a drop in the Federal 
I contribution from 7 perCent t06 percent of the excess cosHor about 5.8 million children 
: with disabilities who will need selVicesin 1997. This reduction would significantly impede 
, State efforts to improve academic achievement for children with disabilities: 

: Charter,Sch'ools: (-$2~ million from the President's $40 million request)' The Ho'use 

i would support about 300 fewer charter schobls cornpared to the more than;600 schools 

: that Would be f~nded by,the President's re'quest. Thfs program, which suppo~s parental 

: choice in public education, would be restricted just when additional States are enacting 

I charter schools legislation and more Communities need planning and start-up costs for 

: new schools. ' 

, 

i ,. , . I . 

Educatloi'lal Technologv:. (-$309 million from the President's request of $357.rnillion) 

iMuch 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 evi~ence tha,t only 9 percent of elementary and secondary classrooms are 

: connected to the Internet, 'fhe House would include 'no funding for the Presi~ent's 

, $250 million initiative', the Technology Literacy Challenge Fu·nd. This pto'gram would 

· provide.formula grants to States to stimulate State,.Iocal, and private sector partnerships 

· focused on pro.v1ding school districts with funds for harO~a~,S()ftware, connections,~nd 

I teacher training needed to fully integrate technology into teaching and learning. The 
: initiative would also address the persistent inequities that must be eliminated in the 
: distribution ,o~ up-to;..date te~~nology to schools ifpoor students are to be afjforded 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 
i Challenge Fund which provides competitive awards to consortia that incldde poor school 
; districts to develop innovative applications of technology. No new awards would be made, 

including those for using techn'ology to expand learning opportunities for adults. (3) The 
: House would terminate funding for Star Schools (-$25 million), Which is currently 
; providing distance learning to tens of thousands of students and teacherS in poor and 
i isolated schools in over 40 States who otherwise· might not have access to ihigh quality 
i instruction or professional development. . ! 

I, i' 

: Educational. Equity Programs: (yYEEA and Title IV, Civil Rights Act: -$8.7 rnillicln, from 
, the President's $18 million request) The Nation will not achieve the. National Education 
: Goals unless all childreri have the opportunity to achieve to high standards ... But the House 
.' would noHund programs that help ensure educational equity for women and rninotities. It 
, cuts by 50 pertent funding for the Women's Educational Equity Act, the only Federal 

,!. ' .. 
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Stlhe 

ALlAeAMA 

AUASKA 

ARIZONA 

ARKANSAS 

CALIFORNIA 

COLORADO" 

CONNECTICUT 

DELAWARE" 

FLORIDA 

GEORGIA 

HAWAII 

IDAHO 

Il.LINOIS 

INtilANA 

IOWA" 

KANSAS" 

.KENTUCKY" 
L.OllISIANA 

MAINE 

MARYLAND" 

MASSACHuserts" 

MICHIGAN" 

MINNESOTA" 

MISSISSIPPI 

MISSOURI 

MONTANA;. 

NEBRASKA 

NEVADA" 

NEW.HAMPSHIRE+ 

NEW,JERSEY 

NEW.MEXICO" 

NEW.YORK 

NO-RTH.CAROLINA 

NORTH,DAKOTA· 

OHIO* 

OKLAHOMA+ 

OREGON" 

PENNSYLVANIA 

RHODE.lSLAND 


. SOUTH.CAROLINA 
SOUTH.DAKOTA 
TENNESSEE' 
TmS* 
UTAH* 
VERMONT" 
VIRGINIA 
WASHINGTON­
VVES:r.VIRGINIA* 
WISCONSIN 
WYd,MING .' 
DISTRICT.OF.COL.UMBIA 
PUERTO.RICO 

OUlLYING AREAS, BIA, and 
. ALASKA NAtiVES 

.1 
PEER REVIEW SET-ASIDE 

TOTAL 

FY 1994 
Allo'catlon 

$1,601,966 
459,903 

1,362,358 
991,579 

10,524,929 
1,085,028 

960,721 
405,701 

4,026,309 
2,360,625 

417,148 
457,565 

4,142,656 
1,734,498 

886,746 
864,615 

1,477,200 
2,066,082 

505,866 
1,448,309 
1,881,814 
3,626,515 
1,,387,624 
1,359,516 
1,691,269 

449,712 
567,422 
410,095 

0' 
2,447,997 

741,603 
7,173,261 
2,062,239 

406,274 
3,715,308 
1,153,998 . 
1,046,640 
4;074,763 

442,261 
1,274,631 

426,975 
1,677,460 
7,293,999 

709,092 
406,722 

0 
1,581,128 

778,396 
. 1,682,771 

370,124 
476,600 

2;383,98'8 

920,000 

0 

$92.400.000 
, 

ED/OUS/BS 


FY1995 
Allocation 

$0 
1,603,780 
5,649,307 
3,783,542 

43,646,844 
4,444,927 
3,586;972' 
1,338,680 

16,439,307 
9,286,084 

. 1,432,953 .' 
1,625,598 

16,575,525 
6,796,298 
3,337,057 
3,310,395 
5,985,736 
8,258,441 
1,707,617 
5,576,162 . 
7,245,727 

14,895,257 
5,573,220 
5,280,585 
6,763,905 
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. 

16,095.253 . 
1,533,991 
4,882,089 
1,464,085 
6,620,697 

30,293,528 
2,681,446 
1,319,304 

0 
6,559,793 
2.901,252 
6.8?2,104 
1,309,003 
1,578,973 
9,958,890 

3,618,700 

0 

$361,870,000 

I 

23·Jul-S6 . I 

FY 1996 
Ailocatlon 

$5,675,986 
1,437,296 
5,038,557 
3,434,819 

39,211,219 • 
3,922,624 
3,149,595 
1,242,928 

14,713,635 
8,515,014 

.1;307,668 
1,478,175 

15,050,826 
6,280,894 
3,077,877 
3,099,621 
5,549,490 
7,642,099 
1,535,403 
5,016,113 . 
6,242,461 

13,653,547 
5,062,092 
4,864,881 
6.132,073 
1,459,914 
1,834,350 
1,303,042 
1,232,612 
7,904,169 
2,610,240 

25,358,328 
7,280,313 
1,259,984 

14,226,87? 
4,176,732 
3,799.963 

1'4.464;447 . 
,1;359,668 
4,511,625 
1,309,917 
5,999,453 

27,187,479 
2,452,958 
1,225,743 
6,200,305 
6,056,946 
2,788,423 
6,320,177 
1,224,150 
1.353,218 
9,064,078 

,3,400,000 

300,000 

$340,000,000 

•• indicates State has received 1996 gra~1 aware 
+ .' funds are available for award directly 10 LEAs.in the State on Ii ccitnpetitive basis 

I 
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i 
I

I 

I ' 
Hea~ Stan Fun'ding Chan (dollar'S In million's) 
I 

'f!ll EX9. Ei1! E:l1!FY97 
P~esldent's Request $3.651 . $4.026' " $3.935 ' '$3,981 
Holiise $3,276 $3,535 $3.397 $3.600 

. $3,534 _____;.;..;...Senate $3,276 $3.545 
$3.570 ----'_____E~aCted (post rescission) '$2.776 $3,326 $3.534 

I 

Number Of Children Serv&d .713,903 740,493 750.700 750.000 800,000 
I 

o Since FY93. Hea'd Start opportunities for children have Increas&d by an additional 36,000 slots . 
. ' . ' . . I 

I • 
o The Administration has Invested an additional $794 million In Head Start above FY93. 
i . i ' i 

d The President's F1'97 Budget Request proposes an increase of $411 million above FY96 levels 
In order to secure ari additional 50.000 Head Start opportunities. I ' 

" 

I 
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Goals 2Mo •Title III 
FY 1995 AlloeatiQns 

FY 1995 Reallocation of. FY 1995 
,state Original ' unused funds Final. 


Allotment tAL and VA) Allotment 


TOTAL. 52 STAlES: $358.251,300 $12,600.6'90 $358.251.~00 

ALABAMA , $5,941,766 $0 i$O ; 

ALASKA 1.547.345 56;435 1.603.1r8O 
ARIZONA 5,450.5~2. 198.724 5.649.307 

ARKANSAS 3.650,495 133,046 ,3.783,542 . 

CALIFORNIA 42.111.705 1.535.140 43.646,844 

COLORADO 4.288,514 156,413 4.444.927 

CONNI:CTICUJ 3,460.756 126.216 3.586.9,72 

DELAWARE 1.291.544 47.137 1.338.680 ' 

FLORIDA' , 15.861,034 ,5711.273, ' 16.439,3'07, ' ' 

GEORGIA 	 B.959,402 ' 326.682 9.286,084 

i' 	 HAWAII 1.381.641 50,412 1.432.053 
IDAHO 1.568,397 57.200 1.625.598 
ILLINOIS 15.992.571 582,954 16.575,5~5 

INDIANA 6.557:145 239,152 .6.796.298 
IOWA· -3.219,618 ·117.439 3.337.057 , 

" 	
KANSAS 3,193;916 116,479 3,310,395 
KENTUCKY 5,775,274 210,462 5.985.736 
LOUISIANA 7,968.128 290.313 8.258.4~1 
MAINE '1,647,540 60,077 1.707.617 
MARYLAND 5,379,938 ' 196.224 5,576.192 
MASSACHUSEttS. . 6.990.859 254,868 7.245,777 
MICHIGAN 14,371.488 523.769 14.895.257 
MINNESOTA 5.3n.078 196.142 5,573.220 
MISSISSIPPI 5.094,972 185.613 5,280,585 
MISSOURI 6.525.935 237.970 6,763.905 
MONTANA" 1,560.150 56.90b 1.617.050 
NEBRASKA 1,986,104 72,439 2.058.s13 ' 
NEVADA 1,419,052- 51.nS 1,470.830 
NEW,HAMPSHIRE· . 1,290,294 47.091 1,337.3$6 
NEWJERSEY 8.792.536 320.622 9.113,159 
NEWMEXICO 2.782.261 101,403 2.883.664 

NEW.YORK , , 27.112.295 987.873 28.100.198 

NORTH.CAROLlNA- 7,745.087 282,469 ' 8.027.556
{ ; 


NORTH.DAKOTA 1.340.576' 48,919 1,389,495 

OHIO 14.833,684 540,756 15,374,440 ' 

OKLAHOMA* 4.396;613' 160.299" , " '4.556.9.12' 

OREGON 4,012,392 "146,280 4.158,61.2 


. PENNSYLVANIA 15,529,194,· 566.059 .. 16,095.253 

RHODE,ISLAND 1.:480.004 53.987 1,533,9~1 

SOUTH.CAROLINA 4.710.359 171.730 4,882,089 

SOUTH. DAKOTA 1,412.549 51.535 1.464,085 


. TENNESSEE 6,387,802 " 232.894, 6.620.697 

TEXAS 29.228.278 1.065;250 " 30.293.528 

UTAH 2,587.039 94,407 2,681,446 

VERMONT 1,272.847 46,457 . 

' .. 1.319,304 

VIRGINIA 6.658.924 o· :0 

WASHINGTON 6,328.974 230,819 6.559.793 

wEST.VIRGINIA 2,799,259 101,993 , 2,901.252 

WISCONSIN 6,562.097 240,006 6,822.104 

WYOMING 1.262,907 ,46,096 1.309.003 

DI5TRIGT.OF.COLUMBIA' 1.523,409 55,565 1;578,97'3 

PUERTO.RICO . 9,608.968 349.922 9,9S8.S90


•; 

I' 


OUTLVING AREAS, BIA, and , 

ALASKA NATIVES ,3,618,700 3.618.700 
, I 

i, ...TOTAL· 	 , $361,670,000 '$12.600.$90, $361,870;000 
, . 	 , I , 

.. - in FY 199.5, funds ar~ available for aWard·directly to LEAs in the State on a competitive ba'sis 

http:4.556.9.12
http:1,419,052-51.nS
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cOm~onof VariOus pell Grant SOfIDarlOs_ 
~ 

:-u' 
:::::> 
:L 'Key 

Widsss.sion Updt:i"te.·.· 

Scenario' 
Program 
Statistics 

./ 

A', /. , e C 
Diffelence ComPared to Scenaoo 

0·. E F G ~_.I'----l 
FV 1995 enacted. cUirsntJaw . $2,340 

A 

r:- ­
B 

~. 
. 

C 

$468 mil110ri one year surplus 

FY 1996 currentiaYl, freezing 
_ ~mum ~wa~~_at1~ lavel 

... No SurpliJs Carryover. 
"$515 Surpfus Remainlng· 

FY 1900-:Pr&si~el"1t'& Budget 
AssUn:6S Requ9St u~nged 

, $5,756 

$6,244
3,728:[ 	 . . 
$2,34Q': $0 . Legend: Maximum Award . 

. ._ i- 15,007. ;._ ...:.....$51 !.,-.:, -, - - . •••. .- Eslimat&d Cost(miJioM)- . - ... 
' .' 

$68.million'Surp!us Carryover' 
$747 million Surplus Remaining· 
Fy'1996, freezing BAat 1995 

D 	 isnact&d levsl (Assumed CBR) . 
No Surplus Carryover 
,$815 Surplus Remaining· 
FY 1996. freezing SA at 1995 

E enacted 1&\161 (Assumed CBR) 
$372 million Surplus Carryover " 
$443 mi~lon SutPtus Remaining- ' 

. !fY 1996 House Bill " 
F', 15600 min,disqiJal, hkfe1. schools. 

, '. 1$280 m~lIion Surplus CarfY~v~r ~ 
1$535 mllion Surplus Remslnrng- . 
FY1996 House Sill Comparison 

G 'Cu:rrmtlav/MinimumAward 
, S31SmiliionSurpius Carryovef· 

$500 million Surplus Remaining· 
fY2002currentlaw,rre&zing 

::r, H 	 ma:<imum awardat1995 Isvel . 
, . , 

,$5,607 -$~37 , Estimated BA (miUions) , 
3758 30', Estimated RecipIents (thousands) 

$2,620 $280' $2601 =,..., " . _, 
$6,6&9 ' $9'3 .$862 
.6,601 $357 $794 
3,9'0 162 152 ' 


$2,480 $140 ,5140 4140 

$6,244 ,.$4M $437 . -$425" . 

$6,244", $0 $437 -$357 


. 3,6:l7 109 79 -73 ' 

$2,600 --~2eo $260 '-::$:20 $120 

$6,616 . $000 $S09 ,-$53' ,,' ,5372 

$'6,2<14 . $0, $437 -$357 . , SO 

3, BS9 171 141 . -. l' 62 

$2,440 $100 ' $'00'., -$leo ~$40 ~160 
$5,9n ,$2'21 $170 -5692 ,:$287 -$639 

,$5,697, -JML.' ·S 110 ~. .-~ -S547 ..-$547 
3,530 C-19a:~ 
$2.440~":r100' . 
$6,115 ,.$359 
$5,800 ." .:.s444 

3,816 8a· 
$2,340 50 
$6,348' 5592 

. '$6,348 '$104 

~ I" r;::4,ooa . 338 
.', ,.FX2002 President's Buciget$3,128 '-.-)7&8 .:-­

. . . ' $9,003. $3,2n, 
$9,003' -$2.769 
4~ m 

FY 2002 , freozing BA at 1995 $2,300 ·$40 

-228, '~'}~307 ' -369 
$100' .,.$T&r' '.~40 -'~$16or"-:--~b 
$308 -$554 -$129,' -$501$1:J.8 
-$7· :$601 i. " ~$444 . -$444 

. 58' ., ,-94: - -21 ," -83 
.t.o' -----:S280 .' -$140, -$260 

'$541-S321 3104;, .-$286 
,$541 -$253"04!' $104 

S100 
• , 286 

-$100 
$371 
$651 

308 . 156 
$786 '. '50S 

$3,228 $2,3ti4 
$3,226 $2;4~2 
,~ ~. 

-$<40 .432{) 
(Y) J 	 enacted level (Assum6(i . ,e,244 .$4&8 $437 ~t425
"<j'" 

$6,244 " $0 . $437 -$357- 'Congressior1a! Budget Resolutiorl) 
r--'" ........ 
 . 4,039 311 ·281 . 129 

' 229· '67, ' 536 
~.648 $528 ~ 

$2,789 $2,417 $3,058. 
$2,789. $2,789 $3,338 
~m_ 

-$100"$300 
SO -$372 
SO , $0 

202 . 140 

, ~ R&flGctS &rnlclrr'lent oiH.R. 19441Nhich rescinds '$66 millbnand comw::ls anappropria&.1 errOl of $3.5 million, 
co 	 . 
o:>~ , Iaa-..lng a projected &lJrptus 01 '615 mi'l~n at the end (11 the 1995-96 av.'llrd ~ear, . 	 -- -_... ~-.-:-..,..~~I ---. 

'~'~}
I. ED -eJi~'-4-~.i--1 

:=:> 08I22J95 09.56 AM 
-:.. 	 \q~ l" ~'ds e.-~S'\ oh ~R - ­

-$140 
$267 
$5>47 
509 

:n 

. 
-5100' 
sm 

- $5-18 

250 
$688 ~78& 

$2,9,e $2,685 
$3,2::~ '$2,685 
~ w ' 

-$1<10 -$,m·$8za 
S129-$'~ ·$2,789 

S444 -J 104 . -$2,789 

223 -27 ,-4&4 




~ 
Comparison of Varill4.N Pell Grant Scenarios 

" 	 MidsessJon Update' , 
, , 

, Program ,/''\ ' Diffe(ence Compared to Scenario ' 
:L: Key ~nario Statlsi:icsA, ./ B . col E 'F I G . H I 

FV 1995 "ntlctad. 00178nt law $2,340 

A $5,756 


$468 milliononG yearllUrpius ' $6,244 

- 3,728 


, FY 1996 current law, freezing $2,340 $0 . Lagend: MaXimum AW"'aId ' 
B rtwimum award at 1995lavel ._".~5,OOJ: ~ _ ~§1_,~, __ ' _ ' ESlimatec:l-CosqmirioM)- --- ,- - - - - ~ ----~---

,----- -. 	NlfSurplus·Cirryover - '$5,807 ·$~37 Estimated BA(miflioos) 

:$-615 SurPlus Remaining· 3,758 30 Estimated RecipIents (thousands) 

'FY 1900-President's Budget $2,620' $280 $280 


C Assu~es Raqusstunchanged , $6.669 $9'3 $852 
; $68 million Surplus CarryoveJ' ' $6,60' ,', $307 $794 ' 

~747 million Surplus Remaining It • 39W '182 ·152 ' . 
'. FY 1996, freezing BAal 1995 '$2,480 $140 6140 -$140 " '. . ' 

"0 	 enacted level (Assumed CBR) $6,244 $46S' . $437 ~$425 • 
No Surp1us Carryover . ,$6,244 $0 . $437 . -$357 " 
$815 Surplus Remaining· 3,637 109 .79 -73:. 
FY 1996. freezing BAat 1995, $2,600 .$~ $260-$20 ':-i12O ' 

E enacted reval (Assumed CBR) $6,616 $86() $609' -$53 $372 . - , 
$372 miUion Surplus Carryover $6,244, $0 $437 -$357 SO . , 

1---:---- $443 ml~jon Surplus Remaining· '3,899 .' ,_~Z1 141 ' '-11' &2 ' . " :. 
FY 1996 HQuse Bill $2,440 $100 $100'" : --$lea , .. -$40 '-$100 ..'' . 

F . $000 mfn, disqual, hkief. scl1oots· $5,977 $221 $170'-$692 '''$2Q7 -$639 	 • ­
,. 	 $280 million Surplus Carryover· . $5,697 ' .. -1AA1.. ·SHO.! ~ ., .~$5.j7 -$547 


$535 million Su~us Remainiflg .. 3,530 ~-131L~ ·228.,' C(-300 ~; -307 <.369: 

FY 1996 House Bill Comparison $2,440 '-'$-100' $100' ':$160 -$40.-$160 1----~7CO" ­

G CummtlsYl Minimum Award. $6,115 L359 $308, ,-$5540$129 ':~1 $138 
S315million SurPlus Carryover·' $5,800 -$444 -$7' . -$001 i ' ·$444 . -$444 S1m ' 

, $SOOmiliion'SurplusR&maining' 3,816 '.as 58 ·94 '-21 -83 286 - ' 
FY 2002 currant law,-freezing. .. $2,340 .0" lQ' -S280 . ·$140' "$26(f -S100 -S100 


H' ma:Qmum.award,at 1995 level $6,348 . $592 $541 -P21 _J104 ; '::$268 . $371 sm 

$6,348 . $104 ' $54' -$253 .'$104! $.04 . $651 . $548 


. 4,066 338 308 156 229 '67 536 250 

FY 2002 President's Budget $3,128 ',$788----J7mf '500 t,648 . $528 $688 . S6&f ---~$=1-,-aa~ 


I $9,033 $3,2n $3,228 $2,3ti4 '$2,789 $2,417 $3,068 62,9t8 $2,685 

- $9,033 . $2,7&9 $3,220 $2,432 $2,769 $2,789 $3.336, . t3.2~.j $2,685 


1--~~-+:::-'--:-,:::-::-;:=--:---;----::::-7-:c~=-=---,-_+----,;:-:;4"",500:-::, ns .745:~ ___ ',~ ___' _'_60_'_4 973 687 437+'---=-:==-1 

. FY 2002, freozing SA at 1995 $2,300 ·$40 _~$40 -I3tO . -$100 -$300 -$140 -1140 -$40 , .$aZ~ I 


en 

«::r J enacted ISvel(Assurmd . $£,244 $488 $437 ~Hl5 SO ·$3n $267 $1:/9 -$ I~ . ·$2,789 


__ Coogressiooal Budget Resolutioo) $6,244 $0 $437 cS357 to $0 $S47 S",,44 -$ ,I~ ·$2,789

r-- , 4,039 311 2B1 129 202'40 509 223 -27 -464
-._--­
L1...I 

:::> 

E­

• Reflects enaclm«lt of H.R. 1944 Which rescinds $65 millim and OO((octs an ap-propriaOO.1 errOl 01$3,5 million,
<0 
cn~ I6atyjnll3 projected wrptus of $815 millr.on at the end ot the 1995-96 av.-ard year. 
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COmparison of various pell Grant Scenarios 
. '. . 

" N.ldsession Update .. 
::"\J 
::::J 

M 
~ 

r-­

Key 

A 

B 
- .­

C 

D 

E 

F , 

G 

r-:-.-._. 

H 

I 

J 

Program t--~A<)C=B . r=C Dlffelence Compared 10 Scenario 
S>-...eriario 

.~ 

Statistics 0 E F I G 
FV 1995 enact~. Current law $2,340 

$5,756 
$468 million one year surplus $6,244 

. -' 3,728 
FY 1996currenl law,freszing $2.340 $0 Legend: MaxirnulT! Aw-cld 
rrwimum award at 1995 lavel $5,007 .: S51 . ___ .._I:.§liro~t~. C_~t(mirioM) .-_. --­_.­ I:-"-~'- - - . - - .. 
No'SurplusCarryove1"­ . - --$5,807 ~$~37 Estimated B.A (miHions) . 
:$815 Surpfus Remainll'll)· . 3,758 

$2,620 
30. Estimated RecipIents (thousands) 

'FY 1996-Prasident's Budget $280 $~eo '. 

Assut1)es Requ90Sl ullChanged $6,669 $913 $862 
$68 million Surplus Carryover' $6,60' . $357 $794 
$747 million Surplus Remaining!' . . 3910 . 182 ..' 152 
FY 1996. freezing SA at 1995 $2,480 $140 6140 4140 : I 
enacted level (Assumed CBR) . $6,244 . $468 

.. 
$437 -$425 .' 

No Surplus CarTyover' $6,244 .$0 '$437 -$357 
.. 

$815 Surplus Remaining • . ~~7 109 79 .. -73 : 

FY 1996, freezing SA at 1995 $2,600 '. $260 '$260 -$20 $120 . 
.. , 

enacted r&v~1 (ASsumed GBR) $6,616 $860 , S809 ':$53 5372 : 
.$372.million Surplus Carryover $6,244 . $0 . $437 -$357 SO 
~443 minion SutplU$ Remainirlg • 3,009 . 171. 141 . -11 62 
FY 1996 House Bill . $2,440 $100 $100 ~leO- -$~O -$100 
$600 mfn, disqual. hi-de1. schools $5,977 $221 $170 -~M2 -$267 -$639 
.$280 million Surplus CarryoveJ .. $5,697 ~ ·S110, ~ -$547 -$547 
$535 miliorl Surplus Remaining • . 3,530 !I::~19a I> -2.28 'l> -307 -369' 
FY 1900 House Bif! Comparison $2,440 \"$100' $100; ;$160 - -$46 ­ . '-$160 
Cummt Law Minimum Award $6..115 $359' $308 -$554 --S 129 -1001 
5315 million SurPlus Carryover • $5,600 ' -$444 -$7 -$001 i -$444 _ -$444 
$500 mi&ion Surplu9 Remaining • 3,816 88 58 '-94 ~ -21 -83 
FY 2002 GUrrant law, freezing $2,340 . 10 lQ -5280 -SHO· :$260 
maximum award at 1995lavel $6,348 $592 $541 -$321 3104';' -$266 

$6.348 $104 I~ $54' -$253 $104' $104 . , 

4,066 33B 300 156 m '67 
FY 2002 Pre$~~nt's Budget· $3,t28' ·$188 ~.. $78S $500 ~.64a '$528 

$9,033 $3,2n $3,226 $2,364 $2,789 ·12,417 
$9,033 $2,7&9 $3,226 $2,432 . $2,769 . $2,789 

4,503 . TI5 745 583 666' . ; .. '604 
FY2002 , freezing BA at 1995 $2,300 ·$40 -$.1\0 43al . -$180 -$300 
enacted leval (Assumed 16,244 .' $488 "$437 -$425 SO ~~i3n 

. Congresslooa! Budget Resolution) $6,244 $0 . $437 -$357 $0 $0 
4,039 311 281 . 129 . 202..........-­ '40 

-

~O 
$138 
S1ro 
200 

-1100 -$.100' 
$371 sm 
$651 $548 
536 250 
~ sese 

$3,056 52,91e 
$3,336 $3.2:<) 

973 687 
-$140 -S140 
$267 $129 
$541 S444 

509 223 

H I 

.. ' 

.. 

-~- ---_. - .­

..' 

.. 
-

'. 

, 

.' 

.. 

.. , .; 

.,, 
'. ·~7aa. 

. '$2,685 
$2,685 .. 

437 
-$40 ·$828 

.. -$ 10.4 ·$2,789 

·"04 -$2,789 
-27 ..J\6.1 

• Reflects enac~t of H.R. 1944 which r$$Cinds $65 milli:>n andOO(fEids an appr(}priaOO1 errOl 01 $3.5 million,co 
cn~ l6a\lino a projected 1Wfpius 01 sa I 5 millkln at the elld GIIhe 1995-00 av.~Jd year.
1"-' 
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Compa,rk;on 01 Various Pell Grant Scenarios 

Mdses.sionUpdilhf.. 

Program .-- '" . Difference Com~ed to Scenario --­
::L Key Scenario Statistics A_ /1 . e, 'C 0 . E; FIG H . I 

FV 1995 enacted, currentlaVi $2,340 , . 
A $5,756 

$488 million one year Silrplu$ , $6,244 ,. 
" , 3728 " ., .. 

FY 1996 currenllaw, freezing $2,a.ro' $0 c • . Legend: Maximum Avr...rd . . . , 
B__ ~~~~'Nar5!at ~~Ia~!'.., __ ,~_~5.,-~7, ___551 _______ , __ ., ,_.----..Es~mated,Cost,(~ilioris)-:...-,-,,-, ,_.--... - ' 

- No Surplus Carryover '. $5.807' ·$,~37 Estimated BA (millions) 

:$815 surprus Remainirlg" 3,758 30 Estimated RecipIents (thousan<is) 

'FY 1998-Prosidel'lt'$ Budget '$2,621:) $280 $280 . 


C, 	 ~umE$ Requsst ul'\d)anged $6,669 $913 $852 " 
$68 million Surplus Carryover' ' , $6,001 $307. $794 - ,_ ,i 

$747 millionSurplu~ Remainjng" . 3,910 ' 182" 152 :' " 
FY 1996, freezing BAal 1995 $2,480 $140 5140 -$140 ' ' , " 

D enacted !evel (Assumed CBR) $6,244 $46S f,437 -$425 - .. 
No Surplus Carryover . $6,244 $0 $437 -$357 

1--__-r.:$7aO~.s Surplus Remainirl9 "______ _ 3,637 109 ____, 79 -73 
FY 1996, freezing BAat 1005· $2,600 . $:Coo $260 -$10 ' $120 _' . 

E 	 ooacttld l&Vel (Als5umed CBR) " $6,616 $86() SS09 -$53 , 5372 

$372 miUion Surplus Carryover " $6,244 $0 $437 -$357 . SO ;, 

$443 miltion SUlPtU$ Remaining" . 3 899 171 14:1' -11 62 ' 

FY 1996 House Bi!I $2,440 $100 -..~-' -$160 -l~O -$100 ' 


F $600 min, dis qual, hi-def. schoots $5,977 $221 $170 -$6'92 -$267 -$639 
, $280 million Surplus Carryover" $5,697' .~. ·S 110 ! -$~ '~~547 -$547 ' 

$535 mllion Surplus Remaining" 3,530 ~1~1)' ·228 C .. 3~J ·-307 ' -369 
, FY 1900 House Sifl Comparison $2,440'-'$100- $100: :$160 -$40 ~$160 ~O 

G 	 CummtLsY/Minimum'AWard, $6,11!5 $359 $308 -$554 . ..$129 ...1501 '128 .. 
.5315 million Surplus Carryover- _ $5,800 ....$444 -$7 -$00 I i ~$4 44 -$444 ! 100 
$500miHion Surplus Remaining" 3,616, 88 58 -94 ·21 -83 286 
FY 2002 current law, freezing $2,340 $0 ~,() -$280·$140 ~$260 ·J100 . -S 1()() , 

H ma:omumawardat 1995 level $6,346 5592 $541 -$321 .S104; , "-$2Se ,'$371 . sm 
.. ' "_ '$6,348' $104$541-$253 $;04 I - $104 $651, - $5-18 

: < .4,006 ' '338 308,. 156m '67 536 '. 250 
----4f=Y-=-=-200:::-::,CO::2-=P:c-(e-s~id,...e-:nl-:-·s-::B:-u'7dg-e-t- .........-1--'-'-.""$3::<-,-:-'128:':=+--.$788 ,--- Has $500 ~.648' $528 . . $6B8 '688 ,$788 

I $9,033 $3,2n $3,226$2,364 $2,789 $2,417 $3,066 $2,918 $2,685 
$9,033 $2,71)9 $3,228 . $2,432 $2,789 . $2/789 $3,336· $3,2:<1' "$2,685 

4,500 TIS . 745 593 666 ;S04. 973 687 437 , .~_ 
FY2002.freozing BAat 1995 . $2,300 ·$40 -$40 : 43iO -$100. -$300' -$140 41<10 :$40. ·$82"8 

'CD J 	 enacted Ievel(AssurrMd " $£,244 "488 $437 -$425'0 -un -$267 $129 -$ 1(}4l -$2,789 
~ 

COflgressiMalBudgat Rasoll.mOll) . $6,244 SO $437 -$357 ,. 10 ; $0 '$~7 1-444 ~J '(}4l -$2,789 
r- ­

'---___--'_____.__ ,.-'-" " 4,()39 311 281 "~_.. ' 200 ,140 509 223 -27 ~64 

• Reflects enactrrl4m' of H.R. 1944 whlch rescinds $65 miUbn and OQ{(octs anap-prGpri8ti.O., errOl 01 $3.5 million, ..
<D 

f.ea\'ing a proj~ surplus 01 sel5 millron at tho6lld of the 1995-96 av,1l,d yea(C;:>0 
·~-V-

I 
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.~ 
Comparison 2' Various Pell Granl So'eMrioS 

',__ r.J.id$ession 'Updfittf ! 
:'\.I i 

,::::> 

:l... 

Program 
Key sCenario Statistlc$ 

FY '995 enacted. currimt Jaw: ' , $2.340 
A $5,756 

$488 millien one year surplus ,$6,244 
, 3,728 

FY 1996 current law, freezing $2,340 
B' muimum award at 1995 1&"eI ' $5;807 

. --- , "No'Surplus Carryover--'~- .. - -, -'$5,807 
'$~15 surprus Remaining« , 3.758 
'FY 1996-Prssident'$ Budget $2,620 

C Assu~es Requ9St unchanged $6,669 
" $68 million Surplus Carryove'- $6,601 

$747 milfion Surplus Remaining" ,3,910 
F V 1996, f,eezing BA at 1995 $2,480 

D snacted level (Assumed CBR) $6,244 
No Surplus Carryover $6,244 
$815Surplu$ Remaining .. 3,637 
FY 1996, freezing SA at 1995 $2.600 

E enact&d revel (ASsumed CBR) $6.616 
$372 million Surplus Carryover sa.244 
$443 mlRion Surplus Remainmg" : : 3.899 
FY H396/:'1ouse BiD ' $2.440 

F' 6600mln, disqual. hi-def.schoors/ ,,,- .S5,9n, 
$280 million Surplus Carryover .. " ,S5,697 

, $535 million SurPlus Remainfl'l~r" '., 3,530 
FY 1996 House Bifl Comparison $2,440 

G: Cummt LaYi Minimum Award - . $6,115 
53' 5 million Surplus Ca'njovef • .$5,600 
$500 million Surplus Rt)fl,ajni~ " - 3',816

--;--
FY 2002 ourrant law, freezing $2,340" 

H ma'<imum aWard at 1995 level , .. ' $6,346 

; ,.', $6,346 
" 4,066 

FY 2002 President's Budget $3,128 
I $9,033 

, "- $9,033 
4,500 

, FY 2002, freezing SA at 1995 $2,300 
J enacted~vet (Assumed. ' $£,244 

Coogressioflal Budget Rosolu1iM) $6,244 
4,039 

, /~'l ' Difference Oompared to Scenario 
A./ 'S J ' 
" 

$0 
S51 

--.- .$~31' 
...~ 

C 

._. - -

• '31) 

- $280 $280 
$913 .$862 

' $357 $794 
182 152 

.$140 5140 
' $468 $437 

. $0, $437 
109 79 

.$260 $260 
$860 SB09 

'$0 $437 
171 t41 

$100 $100 
$221 $170 

~. .-198.. ~ ·228 . «-300 lD -307 
·jUO! -$121 . ;4547 

\"$100' , $100' 
5359 $308 

, -$444' ;·$7 
68 58 
ao ~.o 

$592 $5-41 
$104 $54' 

338 308 
$788 

.-,~ .. 
S786 

'$3,277 . $3,22S 
$2,769 ' $3,226 

ns 745 
-$40 ·$40 
$488 $437 

$0 $437 

0 .' El, F G 
; 

, , , 

, 

' Legend: Maxmum AvrJd, 
~ ,,_'_','E.slimat~C_ost(mitjo!lS) , ' ,-" -

'Estimated BA (miflions) 
, , ' Estimated Redp!ents (thousands) 

'=="-~-===' 
_. 

' , 

-$140 . 

-$425 -, , 

-$357 
-73 

.~ 

-$20 $120 I 
-$53 5372 .' , 

-5357 SO 
-t 1 62 

-$180 "40 ,-$160 ~ 

-a692 . -$267 ~$e39 
-$547 , ' 

.'369 
. -$160 -$40 :-$160, . !O 
-$554 .,s 129 . -$501 $1~ 
-$601 i ·$444 

.-

~$444 S103 
-94 -21 

' ' ,,83 286 . 
-S280 )140 ·-$260 ·$100 - ~S100: 

-S~J21 $104 ; -$2aB $371 S23J 
-$253 ' $104 L .$104. $651 $548 

156 22'S '67 536 250 
$508 t,648· $528 S688 $688 

$2,364 $2,789 $2,417 $3.056 $2,918 
$2,432 $2,789 .$2',789 $3,338 . $3.n3 

593 666 604 973 657 
43lO -$HD ~.$300 -$140 -$140 
-$4'L5 SO ~$3n $267 '129 
-$357 10 ; $0 S~7 5-444 

. 311281 . 119 .....__'-.___L--. 202 ;140 500 m.. 

H I 

_...l __..• _____ 

'. ' 

: 

'. 

~78.tf 
$2,685 
$2.685 

437 
-$40 ,$828 

-$1 (}4 -$2,789 
·1104 ·$2.789 

-27 --'164 

~------ --~- --- ----­

.: 

" 

C'0 
"<:T 

c-­

• Reflects enaclmeflt of H.R. 1944 which reScinds $65 millbn and OO«(ocls an appropfiati.o.1 errOl' of $3,5 million, ' ,.:'co 
CD ...---.. 16aving a projectOO &I.IrpIos of sa, 5 minion at the end ot the 19~96 av.-ard year, " . 
1-' 
("I')v~ 

0J~
I. .' .ED ..eJJ-t.U,,~f-e..r
~ " 

-> '0at22J95 09.56 AM \ 4t1t, (vt,.' cts l'--~$l ~ ~R -'-::. 



Comparison of Various Pell Granl S¢enarios 

" r-Jlcfsession 'Updilte" '­

.~ 

:L. 

..... 

K 

A 

B 

c 

o 

E 

F 

". ,.
G­ . 

Program 
Scenario Statistic:s 
FV 1995 enaoted, current Jaw $2,340 

$5,756 
$468 mi!lion one year surplus $6,244 

3,728 . 

FY 1996 current law, !reeZing.. $,2,340F·--.$0 
~m~t:l~rd~t 1~ 16v~I, __ . _. . }§,oo.[ _.:.:~t5J+_,_. 
No Surplus Carryover $5,807 , -$~37 
:$815 Surplus Remaining • 3.758 30 
'FY 1996-Prasiden"s Budget $2,620, $200 $280 

umes RoquMiI un.changed $6,669 $913 $862 
$68 million Surplus Carryover' $6,601 $~7 $794 

747 million Sur Ius Remainin II 3,910 182 '. 152 
FY 1996, freezlllg SAat1995 $2,480 $140 S14Q -$.140 

·I'enacted level (Assumed CBR) $1),244·. $468 $437 :$425 
No Surplus Carryover $6,244 '. $0$437 -$357 
$B15 Surplus Remaining • 3, 637 109 _,__...~ .:__~~~73 
FY 1996. freezing SA at 1995 $2,600.$26(\ $260 -$20 
snacted revel (Assumed CBR) , $6,616·· $860 .SBD,9 , ';$53 
$372 mlUlon Surplus Carryover $6,244 $0' $437 .. -5357 
$443 mlRion Su us Remain" • 3 899 . 171 141. -11 
FY 1996 House Bin $2,440 ,$100 ----: $HlO -$180 
$600 mrn, disqual. hi-:<!e1. schoots .$5,977 .. $221 . $170 A6s2 
$280 million Surplus Carryover· $5,697 7, .S110, 
$535 million Su us Remain; .. 3,530 -19 -228 
FY 1996 HDuse Bi'l Comparison $2,44ff $10C), $100' ':$100 
Cu:rentlaVi Minimum Award· $6,115 $359 $308 .-$554 

~, 


I . 

Legend: Max-mum Avr..rd 
~_E6Iimaled Cost(mificns}~... -11--- ---1---­

. Estimated SA (millions) , 
. Estimated RecipIents (thousands) 

,', 

____ ~_~_ 
~120 
5372 

SO 
: 62 

_$401-----$=-=17.'"
60


-$267. -$639 

-S547 -$547 


-307 -369 

-$40 ·$160 to 


-.5129 -!SOl $138 

5315 million Surplus Cartyover • $5,800-5444 ·$7· -$80 1 I -$444 -$444 ' S 1 <Xl 
$500midion.Su( lusR&maini • 3,B16 . as 58 -94 ·21 -83 286 
FY 2002 cUrrent law, rreezing$2,340 $0 ~.()c---::S200;S140 ~$260 ·1100 ·S 100-' 
ma:omum award at 1995lavel$6,346 $592 $541 -S321 S 104 ; '-$266 $371 S23J 

$6,348 $104 . $541 -.5253 ' $104! $104 $651 ' $~a 
H 

4.066 ·338 308 156 m '67 536 250 
$3,128 $188· ------vaS .·500 t648 . $528 $688 $s.Bat-'----c~o;;7:::-:s.a'" 
$9,003 $3,277 $3,228 $2,364 $2,789 $2,417 $3,056 52,916 $2,685 

'$9,033 $2.7&9 $3,m $2,432 $2,789 $2,789 $3,336 $3.2:-3 $2.685 
4,500 n5 745 593 666 604 973 . 687 437 1--'--:-o~ 

IFy 2002. 'reozi!1g--;:;-BA-::--:at;-:1-;:-99;:-;5::-""'''''--\---;:$-=-'2,~300::7+-·-·-:-$40 ·------$40 ~--.$3af ---$-180-. -$300 -$140 -$140- .'._-$-4()- ,$818 

.lfY 2002 President's Budget 

(Y') enactedlevel(AssurMd $6,244·. $488$437 -$425 SO -$372 $267 . $1:29. -$.104, ·$2,789J«:::r 
Congressional Budget Resolufun) $6,244 _ $0 $437 -$357 $0 ' $0 i~7 ~.444 ;$104 ·$2,789

I"-'­ .. ~3.9 . 31 ._._..-?~.! __~ 140 ·509 223 -27 ~64L.._.__ 

LLJ 
::::::> 
E­

• R&flects enaclrnoot of H.R. 1944 which rescinds $65 millbn and OQ((ocls' an l'Ip-prOpriaoo.1 errOl 01 $3.5 million,co . 
o:>~ 16a\llng a projectOO surplus 0' '615 million at the endof the 19~96 award year. .. 
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UNrtED STATES 
DEPARTMENT OF ;EDUCATrON 

i 

:FOR RELEASE ContaCt: Jane GlicldnaJ (202)401·1307 
;July 1,1996 

.' 
o 

, Stephanie Babya~ (202)401-2311 
. r 	 l. 

o '0 0 00 0 0 0 0 I 
RILEY CALLS DIRECT LOAN CUTS 'BACKDOOR CAP': 

o 	 000 000· i' 
o Today, as more than 400 additicinalschools begin to offer popular direct I~ans. U.S. 

" 	 o' 0 0 1 
:Secretary ofEducation Richard W, Riley called ~ congressional committee's actioh to cut 

, I 
00' 

administrative funds 'a backdoor cap' that would "undermine the department's capacity to guarc 
I 

;against fraud and abuse ,in all student aid program"s" ! 
1 	 I , 	 , 

The House Appropriations Committee has voted to limit fi~cal year 1997 Jdministrative 
! 

100 

funds for the William D, Ford Federal Direct Loan Program at $420 million, a funoing level $16 
o 0 0 0 	 0 I 

~llion below the FY96 level and $71 million below the administration's FY97 req~esf 
I 

"Failing in efforts to impose an outright cap on direct lending, the House l~adership has 
I

i'I 	 .' 0 

tried to slip this 'latest stealth cut by schools. students and taxpayers," Riley said. rThe funding 
: 	 0.,. 0 I 
cut is particularly da.m:aging because itthreatens the overall integrity of studenflban programs and ' 

, 	 I 
hampets our ability to collect on defaulted loans," 
1 

Riley noted that additional funds to pay private co'ntractors for direct loan ~rigination and 
o I 

I 

~erVicing are necessary because: 	
1 

o direct loan volume will increase from 32 percent of¢veraliloan vol~me in 
academic 1995-96'to as much as 50 percent in 1996-97; I 

. 	 . . . ,i . 
the number of direct loan schools is growing by 30 percent -- from 1,300 in 1995. 
96 to over 1 ,700 as of today -- and hundreds ofadditional schools ~te schedu'led to 
join the progr~ in 1997; and 

i 

o 	 the n~~ber.of direct loans scheduled ~o~ re~aytnent will grow by 6011 percent (from 
1,9 rrullton 10 FY 96 to mote than 3 rruIhon In FY 97), 

o 	 ' 

.. , 
" 

i 
o 0 i ' 

Our mIss/till iSle Bi1$Vf'9 8~f:Ij$$ 'e edl.lf:IitICII 8/JdII) PlDlf10le edlJCl1dOIlSJ uC8fhnt;e II1rl)lIghOilf life Nlltkin. 
o I 
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I 
I 

I 
I 

Riley said direct lending, begun in 1994 at 104 schools, is well-liked by stud~nts and aid 
I 
I 

administrators because it's sjmple to u~e and offers convenient repayment options b~sed on 
, 	 , 

I 
.income. 

; 

During the tY96 approptiations process, the House initially sought to elimirlate direct 

Je~ding and failing that, p~opo~ed capping the program at 10 percent of overall loan! volume. The 
, ' . "', " " ,: 	 f ", , 

fi,ral FY96 appropriation bill, however, allowed open competition between direct lo~ns and the 

old program. ",',' 	 ,I' 

, Riley saidthe reduced funding proposed in the House would have other 3dvltse effects: 
, , 	 ' , " ,,' .1 .' 

Q' 	 funding for the department's successful default collection activities ~6uld have to 
be reduced. In FY95, collections totaled $2 billion, twice the amount collected ' 

, only four years earlier. Du'ring this same period, default rates dropp~d from more 
than 22.4 percent to 11. 6 percent; and 	 ! 

Q 	 funding fot oversight systems suth as the National Student Loan Da~a System 
would be r~duced. The department's inspector general, the General Accounting 
Office, and congressional oversight committees have repeatedly notdd the vital role 
these systems play in avoiding fraud, waste and abuse, I 

Riley added that $134rhillion of the $420,inillion proposed in the House ha~ been 
. 	 i 

earmarked for guaranty agencies that adtninister the lender-run program, i 
I 

"Despite numerous independent studies that show direct lending' seffectiverless and 
" 	 I 

p~PUlarit:y, the House lea4erstup is tenacious in its efforts to protect the special inte}ests that 
o. 	 I ' 

, ." 	 I 

benefit from the lender-run program," Riley said. "This backdoot attaclC'is unacceptable to 
, I . 	 I: 

s~udents, families and taxtiayers, It will' not succeed .. " 
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DIREC·T LOAN BRIEFING MATERlALS' . , 
I 
I 

, . 1 

I 
I~ PROGRAM DESCRIPTION 

I 

I 
\ 
J 

Descrfption of program 'and what it accomplishes in r.eal people' terms. 
I 

i· 
, . ',' ' " . ,','!

'1 
' ' 

On August 10, 1993, President Bill Clinton signed the Student Loan RefoQn Act into law. 
to .simplify federal stUdent loan delivery and' provide borrowers flexible repayment 
options with a single loan holder. The U.S. Department of Educatio~ designed the . 
Direct Loan Program to redress many of the problems that have grown Olver the .last 25 

....-, years within the Federal Family Education Loan, (FFEL) Program" priplarily its 
• I complexity for borrowers and schools and its cost to taxpayers. Before,!Direct Loans,,' 

,students and schools' were forced to deal with a, time':'consuming, ab'!lse-prone and 
,complex student loan delivery system, consisting ofinore than 7,000 banksl, 40 secondary . 

" . I '.

markets and 35 guaranty agencies and characterized by numerous applications and forms, 
'" I,

i' 
i 

the sale of loans to 'multiple lenders, high borrower defaults and rising stuqent debt levels 
,. with inflexible'repayment terms. The Direct,Loan Program has revolutipnized federal 

stUdent .loan delivery Oy providing borrowers and, participating schools-yvith a simple, , 
more automated and accountable system,saving federal taxpayers billions of dollars. 
Direct Loans also allow students to repay their loans as a percentage of the~ income over 
time -- lowering default rates, helping students transition into the workforce,. and 

'. I . I 
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 innovativd new program 
for its speed, ,efficiency and lack of bureaucracy. Under the Budget Rec6nciliation Act 
of 1993, the DireCt Loan Program is to be phased in over a five-year period, saving 
more than $4.3 billion by Fiscal Year 1998. Representing the full range' of 

• '. ,.' 1 

postsecondary schools, including such private institutions as Harvard, Massachusetts ' 
Institute of Technology and Cornell as well as major public institutiorts such, as the ' 
Universities of Michigan, Colorado,and California, approximately i ,295 schools 
participate in the second year of the program, and approximately 400 mor~ are plannirig 
to join in the 1996-97 academic year. ' As of May 31, 1996, the Direct Loan Program' 
has provided $9.3 billion to help make a postsecondary education affor~able for 1.6 
million stude!1t and parenCborrowers (booked loans). I 

I'II. PROGRAM HISTORY , 

I 
Since the passage ofthe Higher Education Act of 1965" federally guaranteeq low-interest, 
long-term loans tostud~nts from the private sector have been a cornerstone;of the federal 

I 

I
1 ,I 



1" .' I " , 	 I 
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.1 gOy~~ent'S'coDlmitment to ~ilsuring ~c~ess to postsecondary edUc~tion~l· However, the 
credIbIlIty of the guaranteed student loan progr":ffi eroded substantially lover the years 

, because of bigh default 'rates, mismanagement, fraud and abuse, and excessive cost to the ",
", ' , " ,I 	 ' 

federal government. The concept of direct lending, in which the federal government 
I provides stUdent loan capital directly to students via participating institutions, has existed 
I in the higher education' literature since the late 1960s~' i J1tree im~ortant events 

precipitated the serious consideration of direct lending as an alternative !tothe existing ,. 
guaranteed lo~n program. First, the High~r Education Assistance, Founqation, then the 

,nation's largest FFELP guarantor, collapsed in 1990. The Federal Credit Reform Act, 
which made it cost effective for the government to provide student loans.lan~ 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 Accpunting Office 
reports' were' 'published: "Direct Loans Could Save Money and Siniplify Program 

, ~ Administration" (September 1991) and "Direct Loans Could Save BillioDs iIi First Five 
..,-",-,-_._..._-"----'.... " . . 	 ' ' I 

" '. Years With Pr?per Implementation," (November-1992). ' , • .1: ' 
i 	 , I 

Year of enactment·/ which 'President signed it into law / key sponsors and advocates 
, ' . 	 'I ' , 
: ' 'D~rin~ the 1991-92 reauthorization of the Higher Education Act,'-a process that allows 

Congress to evaluate and change fed(!ral" high~r education programs,! various direct, 
lending proposais were c6nsidered~ Among these propo,sals ,was the Inc~me-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,Republican$, were current 
Speaker of the House.' Newt Gingrich (R-GA) and House Labor, Heal~ and Human ' 

, I 	 Services and Education Appropriations Subcomiri.ittee Chair John Porter I(R_IL).' In the 
face of 'opposition to a 100' percent conversi~n to, direct lending, *Direct Loan 
Demonstration Program was passe~ by Congress and sighed into law (P.L. 102-325) by , 

, 	 I " 

President Bush on July 23, 1992 as a bipartisan compromise.Pr~sidential candidate Bill 
Clinton adopted student loan reform" particularly the concept of tying loah repayment to 
borrower, income levels, ~ as, the major component of his hig~er educ~tion campaign 

, agenda. After his, election, president Clinton worked with a bipartisatt group of key 
direct lending proponents in Congress, including Senators Paul Simon and Ted Kennedy 
and Representatives Bill Ford, RobertAndrews and Tom Petri, ito :accelerate substantially 
the implementation of direct lending as part of the i 993 federal budget recondliation 
process. The House-passed budget included a p~sed-in conversion directjlending, while 
the Senate version limjted the program to 50 percent of loan volume. The.conference 

" 	 , " ", I 

committee -settled 'on a compromise plan that would partially phase-in the! new program. 
The current Direct Loan Program was authorized in Subtitle A, Omnibus !Reconciliation 

" , ' ' 	 ,I

Act of1993 (P.L. 103-66), enacted on'August 10, 1993. " " ,I, " ' 
I 

Fiscal conservatives, 'among them Senator Paul Simon, ,Representative ToIj1 Petri, CATO 
Institute . Chair William' Niskanen, and Federal Reserve Board Govemor Lawrence' 

i 
2 

, ' 
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Lindsey, .have been' outspoken in supporting the Direct' LOan Prog~am's goals of 
simplifying programs and cutting bureaucracy. substituting market forc~s for political 1, 
'forces. eliminating unnecessary government subsidies 'and saving taxpay~rs money. 

'I 
Students and schools participating in the DirectLoan Progra~ have Ibeen its most 
consistent supporters., In addition. FFELP institutions have praisedtlie benefits that 
" ,I' 

'competition has brought to the federal student loan programs. All students and schools, 
whether they are, in the pirect or FFEL programs, benefit from this coQtpetition. ' ,' 	 '-",I 

' 	 ,- , , 

Key Direct Loan reauthorization and dates. ,,',
I 	 I, 

, . The current Direct,Loan Program was authorized, in Subtitle A, Omnibus Reconciliation 
, ",', , ' 	 'I, 

,; Act of 1993 (P.L. 103-66), enacted on August 10, 1993. The number of schools 
i, Rarticipating in the Direct Loan ,Program is llmited oy statute so th3t die program may 

.-. ---,-----be phased-in over a'-five-year period. This phase-in is based on total FFJiLP student loan 
volume: five percent for the first year, 1994-95; 40 percent in the second y~ar, 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 th<r 1995-96 year, the loan volume percentage rday be increased 
if institutional demand for partiCipation, is, greater. ,Direct lending; will again be 
considered during the 1997 ...98 reauthorization of the Higher Education Act, a process 

'that"allows Congress to evaluate and change federal higher education p~ograms. 
, 	 'I 

!Direct Loan milestones 

:1990-92 	 In ,response to persistent problems within the traditional guaranteed,student 
loan program, 'Congress and the Administration considJr'direct lending 
proposals as part of: Higher Education Act reauthorization. 

. ! September 1991 Presidential candidate Clinton announces that student loah reform will be 
,,' 	 I 

, _ the center of his higher education' platform. f 
, i 	 " t • 

.:July 1992 	 President Bush signs into law the Higher Education Amendments of 1992, 
establishing the Direct Loan D~monstration Program, ,~, four-year pilot 
program, to determine its viability and cost-effectivenest ' , 

I May 1993 , During the 1993 federal budget reconciliation process, President Clinton 
, I 

i ' 	
'unveils a student loan reform plan to accelerate implementation of direct, 
lenduig ,fro~ a pilot to a full-scale alternative to the FFpLP.' 

; May-June 1993 ~tudent loan reform bills are 'passed by the House and ~enate. 
: August 1993 • The student loan reform conference bill' is passed by, ,the full House and 

Senate. President Clinton signs into law the Student lioan Reform Act 

(SLRA), 'part ~f the Omnibus Budget ,Reconc~liatiop ,Act of 1993. 

Implementation date for new program is set for July 1, ;1994. 

Direct Loan Task Force formed. , ' , I'

I 

' 
' 

," ' 

I 'September 1993 Department of Education holds meetings across the country with "higher 

" 	 I 

I 
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Qctober 1993 

. December 1993 

I 
Jan-July 1994 

February 1994 

..---~--...........:..., ... 
, 
June 1994 

, iJuly 1994 

, . 
I October 1994 

Spg!summer 1995 

i Spg!summer 1996 

: May 1996 

, I 
education commuruty to. discuss implementation for new; direct len<;l.ing 
.program. Application issued for Year One schools. I - , . 
First of monthly Direct Loan, summit meetings with higher education 
commumty held. ." . .', ! ' 

Department of Education selects 104 schools (representing approximately 
5 percent of the total FFELP loan volume) to participad~ in the Direct 
Loan Program for Year Qne (academic year beginning !July 1, 1994). 
Contract for loan origination and servicing awarded to Gomputer Data 
Sys(ems Inc. (CDSI). ' .' . .' ) ..,' . 
Department of Education issues initial· sets of federal regulations and 
c?nducts formal negothltions with key participants in thel federal student 
loan programs to develop regulations for .the new Direct ,!--oan Program., 

, First training 'sessions held with Year ,One schools. ,,[ Department of 
Education invites applications from schools to participate in Year Two . 
(academic year beginning July'C 1995). " . 'I . ' 
~an.?rigination system up and running.. ....' " 'I i .. '.' . 

Wlthm eleven months after passage of the SLRA, the, Department of 
Education meets all regulation, contracting, system development, testing 
and. accounting deadlines for full national implementatibn. The Direct 
Loan Program becomes fully operationarwithlO4'institut~onS participating 
.in, the"program's ftrst.year. F,irstDirect Loan issued to; student at West 
Virginia University on July 1, 1994. '. I", , 
Program renamed William D. Ford Federal Direct Loan Program (p:L. 
103:-382). ' ..' . I ,. . 
Approximately 1,250 additional institutions sign up to participate in Year 
Two, the 1995-96 academic year. . . ' I . . ' , 
AI?proximately 400 additional, institutions will 'begin, paIlicipation in Year 
Three, the 1996-97 academic year. . '.,' ! , . 
Direct. Loan Program ~med one of 25 finalists (ffom among'100 

'semifinalistS and among over 1560 initial applications) for the 1996 
Innoyations in American Government Awards program! 

: Direct Loan ,funding histQry. 

. ' 

,I 

Budget Authority. 
Subsidy' 

, 'Admin 

Budget Outlays 
Subsidy 

FY94 FY9S' FY 96 

, 55~726 821.656 138.426 
165.003: 283.564; 444.999 

26.240 515.153 210.190 

I4 , 

I 
J 

I 
I 
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Admin, 167.514 	 324.758 1376.079 

" 	 r . 
(Administrative costs, include compensation and benefits for Departme* of Education 
employees, loan origination and servicing, systems development' aIi<;l maintenance, 
institutional eligibility detenninations, program reviews; and default management. 

. 	 ' I 

Subsidy costs include future default costs, borrower interest subsidies, and administrative 
, cost. allowances to FFELP guaranty agencies. FY 94 and FY 95 are iactUals, FY 96, 

based on President's proposed policy, not current service. Subsidy amohnts include re­
, , 	 I 

estimates of prior year subsidy recognized in the current year.) 

'III. ACCOMPLISHMENTS 

, I 
Direct Loans' most important goals/objectives 

I 
I. , . _. 	 I 
I 

~-~., 

: 	 ' " ' 

1) Improved benefits for borrowers - Direct. Loans afford borrowers se~e~1 benefits not 
provided by the FFEL Program, including: simplicity in obtaining 10a~, timely delivery' 
of funds to: students, one loan holder (the federal government), and '~afied repayment 
plans with the option to switch between plans without cost .or penalty.;' '. 

2) Customer service '- The Direct Lo~n Program's customer focus i~ 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, 
technical assistance and consumer materials made available to schools:." '" ' 

3) Simplification - 11)e' simplicity of direct a mOdll of reinventingl~nding is 
government:, By reducing the number of players in student' loan delivjery'to three - the 

, I 	 borrower, the school and the Department of Education -'the Direct Eoan program ha~ 
streamlined the process for both students and schools. .' !' 

, , 	 ' , , i ' 
4) Accountability - Program data for monitoring, improvement and eqforcement is more 
accurate and more't4nely than in any other federal student aid program. . . ..' 	 " , ' I, I 

5) Flexibility ~ Boriowers have a wide range of repayment .options: ap.d schools are free 
to manage Direct Loans as best suits their own environment., '. 'I ' 

6) Reduced- costs - In, keeping with the current management st4ndard to' improve 
perfonnance while reducing costs, the Direct Loan Program has introduced 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 respoflSible for all of the 
essential administrative processes associated with Direct Loaf?,s, such as loan servicing 

, 	 ' I 
and collection. This competition, along with the elimination of gov~rnment subsidies to 

I 
I 
I 
i 

I' 
I 

I 
I 

I 
, 
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FFELP participantS in the fonD of special allowances, >interest benefits, Iadministrative 
expense allowances and default claims, ~ill save taxpayers billions ofd9llars. " 

I 


Number of peopJe served/benefitting 
j 


; 	 . . 
'I 	 , 'I ' , 

, 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 vOlhme represents 

about' 32 percent of total' student loan volume and 21 percent of Ipostsecondary 
,institutions. In'addition, approximately 65,000 borrowers have consolida~eQ nearly $954 
million in Direct Consolidation Lopns since the program's inception~ For the 1996-97 
academic year , the program's third year of operatiori, Direct' Loans Iwill represent 
approximately 40 percent of total student loan volume (BudgetServic~, estimates 50 
peOC9Q. 	 " 

"" , . I, ' ' 
, In response to four independent surveys, .frrst-year Direct Loan schools mdicated that 
, they are overwhelmingly satisfied with th~ program and with the assista~ce provided by 

the Department of Education. ' I ' ' 
, 	 , I 

. EducationDaily, a 'higher education 'trade publication, found in a 11995 survey that • 
more than 90 percent of participating colleges and universitiestated the Direct 
Loan Program as "excellent." One hundred, perce~~ would rec0mlnend it to other 
schools. [Matthew Dembicki, Education Daily, Capitol Publications Jnc., 1101 
King Street, Suite 444, Alexandria, Va. 22313-2053; (703) 739~6491.]' . 

, 	 I 
1 

, 	 . ' I 

, ' • 	 In a February .1995, survey by the Association of CommunityOj>llege Trustees, 
first-year Direct Loan schools gave. th~ program, overwhelmingly positive 
evaluations.. [Melanie. Jackson, Director of Federal Relations,/ Association of 

. Community College Trustees, 1740 N Street NW, Washington, DC 20036, (202) 

. 775-4667d " '. " 'I 
• 	 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 
adnlinistration, the speed of loan proceeds delivery, and efforts! to' simplify the 
process for students and parents. [Cornelia Blanchette~ Ass<j>ciate Director, 
Education and 'Employmerit Issues, Health,' Education andijuman Services' 
Division, United States General Accounting Office, Washingto~, D.C .. 20548, 
(202) 512-7014.] 	 I 

. I 
1 • , 	 ' A study released in September 1995 by MACRO ·Internationall (under contract 

. with the Department of Education), . which compared various iaspectsof loan 
I 	 ' 

I6 
I 

" 
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program ad~inistratio.n betWe'en the Direct Loan and FFEL Pro.gr~s, fo.und that . 
Direct Loan scho.ols co.nsistently gave their"program higher satisfactio.n ratings' 
than did FFELP scho.o.ls.. [Sadie Bennett. MACRO Internatio.nal. 11785 Beltsville 

!, Drive, CalveI1o.n, Md. 20705, (30i) 57,2~0242.] " ' ",' j' , . 
> . i 

In 'ano.ther first fo.r a federal student aid program; .Direct Loans. also. receIved.a "clean" 
audit fo.r its financial situatio.n, internarco.ntro.l structUre and co.mpliance i~ith la~s and 
regulatio.ns during its first year o.f o.peratio.n.· I 

, 	 I 

• 	 Co.nducted by the independent certified publicacco.unting firm o.f iUrbach, Kahn 
,and, Werlin fo.r the 1994 fiscal year, the audit co.ncluded .that the Direct Loan 

Program is, "mo.re efficient, less Co.stly and mo.re custo.mer frieridly" than the' 
FFEL Program. [Maureen Smith, Managing Office Shareho.lder, iUrbaCh, Kahn 
a~ Werlin; 1444 I Street NW; ,Washingto.n" DC, 20005, (202) ~96-2020.] In, ,._--_._._----,- ­

" contrast~ the General'Acco.unting Office has declared that the FFfL program is0 

so. far-flung . and rife with flawed ,data that. it Carulo.t be audited. I 

Direct Loan success stories--real people stories 

Seldo.m has a new pro.gra~ received such po.sitive reviews from the peo.pl~ it is designed 
to. serve, namely, students and thescho.o.ls they attend. Students (and parents):, 

" , " 	 , ' . , , " I' , 
• . "Under the old pro.gram [FFEL], I always had pro.blems with my l?ans. I always 

. had to. wai~ until the rest o.f my aid came thro.ugh befo.re the banklwo.uld release 
my check. ,The mo.ney never used to. co.me in until the mid9le df the semester 
and'I was always getting threatening letters fro.m acco.unting tellUtg me I wo.uld 
get deregistered unless I paid right a'way. Also., the mails to.o.k fo.rever and 
so.metimes my check had to. be returned to. the bank because it eipir(fd befo.re I 

, ".'" 	 I'
eVer go.t it to. cash., Under the new pro.gram [direct lending], my acco.unt is 
immediately credited and since r am an ip.dependent student with i child and live 
o.ff-campus, I get my refund check in time to. rent housing, buy books, and do. all 
the things' I have to. 'befo.re the term begins. It's taken the *aiting o.ut o.f 

, ' 	 I 

bo.rro.wing and made the who.le process mo.re eft:icient." [Sha~o.nda Tanner, 

senior, Rutjlers University -- Douglass] ..'. . I '. 
• 	. "Getting ,a ptudent lo.an was easier than I ever imagiI.led. I didn'~ have to. shop 

aro.und to. fmd ~ lender and, wait fo.r all the paperwo.rk to. be processed. Instead 
I went to. the ,financial aid o.ffice. to. co.o.rdinate all my studentIfinan~ial aid. 
There's so. much to. be do.newhen yo.u're go.ing to. scho.o.l, and this 'was o.ne less 
impo.rtant thing to. wo.rry abo.ut.., It was a tremendo.us relief." [Je$rufer Phillips; 
graduate student, Jo.hn F. Kennedy Scho.o.l o.f Go.vernment, Harvard University] 

.,' , " 	 I' 
, 	 '.' I' 

I 
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• 	 liMy experience as a borrower has been that it [direct lending] has streamlined the .. 
whole process of getting morley fQ~ edq.cati~ri. Under the old b~ilOati program, '. 
I had to go on the partial payment'planbecause my loan was never ready by the 

. 	 . I 

time term bills' were due. I used to have to. borrow money fro~ my family to 
make the first payment and then wa,it until my loan check came through. A lot 
of my friends are financing their own education, and with dlrett lending you 
know a lo~ ~arlier exa~t1y h?w much money you'~e going to have, Iyou can make 
better declslons: on thmgs like what type of housmg you .can afford, how many 

. i · credits you can: pay for, and ~ven whe¢er or not you c3;n come ~ack to. school. 
As a registered Republican, I was skeptical aboufthis. new.progratn. But. take it· 
fromme, it .works." [Michael DeMarco, senior, Rutgers'University] 

. 	 '. I 
> ·1. 

· l 	 ! .•• "I've worked through undergrad, but I still accrued over $20,000 in loans for . . I, 
undergrad and graduate school. So when I get out of school ... I'm not going to 

..... - ..-.----..-. -. -'.-.---.--.----...... ..... _...... -' ---. .- ....... 	 .... ' .... -. I 

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: bafk }mi.ns as a . 
percentage of mcome] would really help out. And a lot of people can do . the 
work they' enjoy, such as teaching or gerontology, or whatever." [ivanika Mock, . 
graduate student, Southern Illinois UniversilY]. . > I . 

I 

• 	 "The direct lending is substantially less bureaucratic .... At Indiana University, 
.basically, what you need to do is complete this application, which is very simple. 
· ... One page, thafs it. That's it." [Noemi Rivera~Moniles, gddW!te student," 
Indiana Universityl .' " ...'" . '.. ' .. '. ·1 . 

• • 	 "It [directlend~ng]iS a lot easie; todeal.~ith.· .It's a very effici+nt w~y to get 
loans to students. Both of my children had bank loans under the old program and 
had problems.' I loved last· year 'with Direct LoaIlS.. I had iabsolutely ·no 
problems! It worked great! The promissory note was clear and abbreviated and 

I 

there was less information that had.to be filled in." [Mrs. Nancy Fenzi, mother 
of Tasha and .Aaron Fenzi, RutgerS University -:--Livingston] 

Schools: 

• 	 "Quite honestly, direct lending is the best thing that has happened tp financial·aid 
in the last 20 years." [Glenna R. Alexander, Director of Financial Aid, Kansas 
Wesleyan University]. i 

• 	 "I am an opponent of bureaucratic ·waSte;.tyPified. by th~ redtindaJt functions of 
many federal programs; and believe that, in general, private entities can more 
efficiently offer services. TheSe. beliefs have IJeenchallenged by' the activity of 

. . 	 . I .. 

the direct lending agents. The application process is simpler, :the funds are 

. 8 
, 
" 
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delivered more quickly and with fewer problems, and problem resolution, when 

, I 

necessary, is greatly improved." [Jonathan Green,.Associate Director of Financial 
. Aid, Ohio Wesleyan University], ...•. " ' .• I·: .....• 

. . 	 . '.' . i . 

• 	 "It is rare, that the federal gove~ent creates a program that bo~ saves money 
improves services to constituents. Direct lending is such a program.''' [Jerome 
Supple', President, Southwest Texas State. University] I 

• 	 . "Unless you h~ve work~d in a financial aid office, it is difficult L· imagine how 
much easier it is to process· a student loan without the two layers lof bureaucracy 
added by the banks and guaranty agencies." [Tommy Moo(e, Director of 
Financial Aid, Valdosta State University]' .:. .' .'1'... ' :. . , .. 

. 	 I• 	 "Direct Loans are everything they promised to be. In fact, theYlare the answer' 
to my· students'and 'institution's needs. They are· easy to ~dininister and 
extremely effective for both students and institutions alike .. D~eCt Loans' are 
incredible!" [Sue Armstrong, Director of-Student Financial Plahning, William 

" 	 . I . 
Jewell College]'. . .'. . '.' ": I . : 

.
• 	 "How do we measure the success .or failure of our program? It'~ obvious. The 

students. Our 'students .continue to praise the' program for itsl simplicity and 
i. 	 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 ~y time in the 
history of the university." [Daniel Davenport, Director of Admissions and 
Student Financial Services, University of Idaho] \' I 

Quotes from newspapers, experts, etc. 
, 	 . 

I 
. I 

Overwhelmingly positive campus and local newspape~ c~v~rage' of I the 'program's 
implementation and performance. 

I . 
. 	 .' - . I

• 	 "Instead of dealing with as many as 200 lending agencies for the Federal Stafford 
. Loan program, the university [University ofMassachusetts , AmIierst) 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.,n· [Students Rbjoice in 'Easy 

, 
, I 

I 	
Money'" in Union Springfield News (9/13/95)] I· " 

I 

...,' 	 . I­

• 	 "Direct Lending is, after all, perhaps the most .student-friendly financial aid 
program ever to come out of the Washington." [J9hn Van de :Wet~ring, President 
of the State University College at Brockport, Direct Lending ~orks in Tiines~ 

/ Union (8/30/95)] . 
" ......~~. 	 ' I "..! 

/ 
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• "'It has absolutely met our expectati~ns,' said Pat W.ilhoit, ,associ~te director for 

fInancial aid ,at University of,Califoi"nia Irvine, whlchstarted usiqg the program 
last year. Wilhoit said students can see their loans approved in as few as three 
days. under direct lending, compared with 10 days to t~o weeks l~nder the .~st 
of Clrcumstances before." 
Union-Tribune (8/15/95)] 

[Student Loans Made QUlck" Easy: m San Dlego 
. 'I 

'Newspaper editorial board endorsements. 

, 	 ,

• 	 "The best approach is the one that Congress took the last time it legislated 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 
see what happens. ",' [The Student Loan Fight in Washington Post 8/11/95)] 

,.--~---

• 	 ," ~ .·~~~sed on its fI~st year, capping participati~n at '40 per~eJt' would' be a 
disservice to students and taxpayers alike." [Give Direct S~dent Loans a, 
Chance," in Chicago Tribune (4/18/95)] 	 : 

, ., II ,.
• 	 "The Clinton administration estimates $5.2 billion would be saved by 2000 if the 

direct loan program were fully implemented by the 1997-98 schodl y~ar. That's 
a good deal for the schools and a, good deal 'for~e taxpayers. I The program 
should continue on schedule."· [Direct Loan Program Is Good IDeal for All in 
,Chicago Sun-Times (3/29/95)], ,. ,.. I . 

I 

, 	 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 business should 
show which system is more effIcient and can benefIt students Imost.". [(Jive 
Direct Loans a Chance in Cincinnati Post'(3/18/95)],'· .. 

• 	 "Room exists for both programs to give students a choice and to preserve the 
benefIts of competition. Butthat competition should proceed on an equal footing. 
The best way to do so is. to include comparable administrative Icosts for each 
program, so that the real price of the loans can be determined.i Juggling the 
books to favor bankers at the expense of students would be go~ernment at its 
worst;" [Student Loans Not Banker Bailouts in St. Louis Post-Dispatch (9/2/95)] 

! 
Op-ed articles. 	 1 

I 
, 	 ' 

"I dislike the term 'corporate weifare,' but if any program deserves that title, it's 
guaranteed student loans. . .. Overseeing 7,100 guaranteed bank le~ders takes 525 

. 	 . I . 

Education Department employees and another 5,000 employees in 41 federally 
. 	 . I ., ' 

subsidized guaranty agencies , . It's a bureaucratic nightmare." .[rrect Lending , . 
i. 
,I· , 

10 	 i 
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vs. SpeCial Pleas," op-ed by Rep. Thomas Petri (R-WI) in ,Washington Times 
(119/96)] : 


, 

, ; 

, ' 

Other important na~ional coverage. 

• 
, .I 

"After complaints from banks that have seen their share of student loans drop 
sharply, Republicans have changed the accounting rules to m~e it easier for 
Congress to kill off the banks' competition -- a federal program th~t makes direct' 
loans from th~ Treasury.... The direct loans have proved popular with students 
and with' university adminj,strators, who have found them to Ibe simpler to 
administer; Banks, however; have long treasured the guarantedd student loan 
program, which offers profits with much less risk than they have pn other loans . 
... [The GOP] ordereq the Congre~sional Budget Office to include' administrative 

, expenses of the direct-loan program, which 'are estimated at $441 inilliOIi for next 
year, in its budget calculations -- but not the government's outlay1s to administer 
the guaranteed student loan' program' which are estimated' at $2iO million next 
,ye~r: ' ',' . But the Clinton administration and many supporters of qirectloans cry 
foul. ...Sen. Kennedy and White House officials said if the administrative costs 
of both programs were counted, the direct loans in total would agkin prove to be 
cheaperfo,r ,the government. , ...And a conservative Republican bconomist n~w 
serving ,on the Federal Reserve Board has sought to halt the chan~es for the loan' 
program.' The Fed. Governor, Lawrence Lindsey, criticized the ~tep as 'making 
the change the industry proposes without looking at other changes.''', [GOP 
Revises a Budget Rule to Help Banks: Cuts Their Competitio~ for Loans to' 

, ", ,I, 

Students in New York Times (8120/95)] I 

HISTORY OF BIPARTISAN SUPPORT 

IQuC?tes from both parties in support of d~rect lending , 

. . 
. Look what conservatives say about Direct Loans: I 

I 
.' 

Speaker Gingrich. supported direct lending until President Clint9n agreed with • 
, 

him. 'Among direct lending "proposals. considered, during the 1:991-92'Higher 
Education Act reauthorization was the Income-Dependent Educarion 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 Republicans, 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):' i'. I 

I 

11" 
I 
'I 
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• . "If at' th~ end of this' whole process we do kill off, direct 'le~dirig, President 
Clinton, and others will . tell the American people that the Congress under 

I Republican control shut down a conservative reformefforttrutt was' good forI 
" 
; 

students. and schools, in order to' keep the. gravY flowing to Rowerful special 
interests. And that argument will resonate with the American pbople because it 
was right.", [Rep. Tom Petri (R-WI) , House: Oppornlnihes , Committee 
Reconciliation markup (9/28/95)] . • . . , , I 
.' . , . .! '. 

• 	 "The two programs should be allowed to compete and then be ca~efully evaluat~d , 
-- on their merit and as a stiinulus to each other. II [William A. ~iskanen, Chair . 

, of the CATO Institute" (former economic. adviser to President ~onald Reagan)] 

. . 	 ,I

• 	 " .. :.direct lending may be the best way to involve . the private sector in student 
loans. The loan capital for direct loans comes from the privatb sector and the 

" , , 	 .. ,' . . ", I : 
administratio~ of, the program, -, servicing, . computer support, etc. - is 
accomplished through competitive contracts with the private sector. This 

• t j,' 	 • \ I ' . 

,approach may be more accountable than the guarantee system Which is based on 
government ~ntitlement expenditures for guarantee agencies, sedondary markets, ' 

. . . . . 	 I.
, and lenders." [Lawrence Lmdsey, Federal Reserve Board Go~emor ,(PresIdent 

George Bush appointee),. ina letter to Senator Spencer Abraham] .' . .,.'. . 	 ' , . I 

j" . ., "Over the years, the guaranteed student loan program has develpped'a degree of 
" ' 

regulatory and administrativec~mplexity that now unde~inesi its fundamental 
integrity and" effectiveness. Replacing the GSL structure wi;h a' streamlined 

. structure will mean not only enhanced accountability and budget ;savings, but also 
a more rational delivery system that will particularly benefit students and 

. I ' educational institu,tions." [Rich Bond, former chair of the Republican National 
; 

Comniittee, aiong with a number of other Republicans in a lettdr to'Membersof 
Congress in .1993]' 	 'I 

" -House and Senate Democratic leaders on Direct Loans: f 

• 	 "The ~eal beauty of the waythis'prograin is set up is that there i~ no paper flying 
back and forth between youand Washington. This program has t4e potential to 
be' the modem 'equivalent of perpetual motion. Every time you ~assage it a little 

. 	
I 
; bit,you see another ~ay to s~ve money and better serve stupe~ts." .[former 

J;lous<> Education and Labor Committee Chair Bill Ford] I . 

• 	 "The R~publican cap on direct lending is a flagrant sellout to Ispecial interests. 
. . .'I It denies coll,eges the right to choose what is best for their stud~nts. The verdict 

on the competition is already in, and the banks and the' guarantee agencies don't 
like" it' -- so they want Congress to change'the result." [sejtor Edward ·M. 
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Kennedy] 

,; .' 

Quotes ftom the private sector 
! 

. . 	 ,. ' I 
, 

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 fund~ transfer, 'and, 
automated quality assurance measurements for schQols, direct lendihghas' set the standard . . 	 . , .. I . " 
for student financi~~ aid delivery., Direct Loans has been so sucgessful that the 
guaranteed student .loan industry is doing everything it can to imitate the new program. 

,_____. Le____ .. ~~ers,secon4ary markets and gUaranty agencies now ar~ having' to rhake substantial 
improvements in' their operations and cus,tomer service., FFELP .participants are 
attempting to simplify processes and reduce the paperwork burden by adQpting electronic 
funds transfer. to scho'ols, arid ~talldardize4 applicationS, promissory ,note~, and'defemtent 
fonns. Income-sensitive and other extended repayment plans are now being offered by 
the student loan industry, which generally had limited repayment to lOtyear plans, 

467 college and university presidents '(including 56 at FFELP schools) rebently submitted 
a petition to Congress' to allow' the Direct Loan Program (and the! Department of 
Education) tocompe~e with the FFELP, because of the iqlproved serfvice that Direct 
LoaT).s has inspired from b()th the Department and the guaranteed loan !program: "The 
guaranteed' sttident .loan system has improved more since the. phase-in 6f direct lending 
two years ago than it did over the more than two decades of its existencJ prior to 1993. " 

. 	 I 

These colleges and universities also attest to the enhanced efficiency the Direct Loan. 
• " 	 . j . 

Program brought both students and institutions in its first two years of,operation: . 

, "We can report first-hand o~ the b~nefits of direct l~nding for obr ~tudents: the 
simplicity ofapplication, the speed of delivery of funds, the,disappearance of' 
lines of ,students waiting to enqorse their checks at regis~ation time, the 
precipitous drop in the, number of emergency loans issued to stUdents waiting. to 
hear about therr loans from banks and guarantors, and fewer visiis to financial aid 
offices. Students 'often .borrow less under direct lending because they know they 
can adjust their loan amounts without repeating the entire application process, and 
thereft;>re only borrow what they believe they need, 'not the ma~imum for which 
they are "eligible. At the institutional level, direct lending! has eliminated 
redundant paperw~rk, reduced staff time allocated, to de~ling ~ith thousands of 
lenders and guarantors and other intennediaries, and vastly improved our oV4:!rall . 

,. 
! 	

aid delivery,' process 'because it seamlessly integ(ates : with, o~er federal aid 

programs" [Letter to Senate Majority Leader Robert Dole, Novtimber 16, 1995.] 


. 	 '1 
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