
OPPORTUNITY AT RISK: THE PELL GRANT PROTECTION ACT  
 

To help American workers out-innovate, out-educate, and out-compete the rest of the world, President Obama 

set an ambitious new goal for America: By the end of the decade, America will once again have the highest 

proportion of college graduates in the world. Thanks to the landmark investments in Pell since he took office, 

this year nearly 9 million students will receive Pell Grants worth up to $5,550 per student. But tough choices are 

needed to protect the $5,550 maximum grant while getting back on a sustainable fiscal path.  

 

The demand for Pell Grants has risen greatly since 2008 primarily because there are more eligible students due 

to growing enrollment and greater financial need.  In addition, Congress enacted legislation in 2008 allowing 

students to get two Pell grants in one year, and the size of the maximum grant has grown by over $800. In 2012, 

the Pell Grant program will face a financing gap of $20 billion due to rising program costs and because, in past 

years, one-time funding was used as a temporary solution and shortfalls have accumulated.  

 

To do nothing would reduce the maximum grant by $2,310. But this Administration believes that we cannot 

make cuts that undermine our ability to create jobs, drive innovation, and compete in a global economy – and 

education is central to that effort. That’s why President Obama’s 2012 Budget protects students and families by 

guaranteeing the $5,550 maximum award and making the tough choices needed to save over $100 billion over 

the next decade to put the scholarships on a sustainable foundation for years to come. The Administration is 

already working to expand the use of IRS data for determining financial aid eligibility, steps that will make the 

application process easier for students and schools while reducing improper Pell payments by $340 million in 

2012. In addition, the Pell Grant Protection Act would:  
  

 Eliminate the Extra Pell Grant: The “year-round Pell” policy allows students to receive two Pell Grants in a 

single calendar year. Its costs far exceeded expectations, without clear evidence that it is meaningfully 

accelerating students’ degree completion. Eliminating it will save $8 billion in 2012, and the Administration 

will study whether there are better ways to encourage faster completion in a fiscally responsible way.  

 

 Reduce Loan Subsidies for Graduate and Professional Students: The federal government pays student loan 

interest costs for some graduate and professional students as long as they remain enrolled. Experts believe 

that this subsidy fails to encourage more students to enroll in graduate school and is not well-targeted to 

borrowers who will struggle repaying their loans after leaving school. The Administration has expanded 

other programs to help students reduce their loan payments and ultimately forgive unaffordable debt. 

Eliminating the in-school subsidy will free up $2 billion to invest in Pell Grants. 

 

 Allow Borrowers with Split Loans to Simplify Servicing: Six million students have loans divided between 

banks that made guaranteed loans and the Department of Education’s loan servicing contracts, placing them 

at higher risk for confusion and default. The Administration will create new choices allowing students to 

have a single servicer while reducing the cost of their loans. This process will also generate $2 billion in 

savings that can be used to strengthen the Pell program.  

 

 Expand the Perkins Loans as a Lower-Cost Alternative to Private Loans: The Administration will increase 

the size of the Perkins Loan Program from $1 billion a year to $8.5 billion a year, giving 3 million students 

who need additional financial aid an alternative to high-cost private student loans and credit cards. The 

reforms would also prevent the scheduled elimination of the program in 2014, and make it more efficient 

through the performance-based contracting currently used by the Department.  

 

 Make Targeted Reforms in College Opportunity: This package creates a five-year $1.25 billion College 

Completion Incentive Grants program to reward colleges and states for reforms that help more students earn 

degrees.  It builds upon the TEACH Grant program to create Presidential Teaching Fellows, a scholarship 

program for talented young people to become teachers that requires states to strengthen their teacher 

preparation programs. And it makes the student aid formula simpler, easier for students and more accurate 

by using IRS data to determine aid eligibility.  


