
INCOME CONTINGENT STUDENT LOAN REPAYMENTS 

February 24, 1993 


Objectives 

o 	 To develop a student loan repayment system that reduces the worry about repayment for 
borrowers who perfQnl1 national service Of enter other low paying jobs. 

o 	 To reduce the federal costs of student loan defaults. 

Income Contingent Repayment Options 

Income contingent repayments mean that borrowers repay their }oan.<; as a function of their 
incomes. Borrowers with higher· incomes would repay more quickly; lower income borrowers 
would repay over a longer period of time. Most, but not all borrowers, would repay their full 
loans. We assume that cross subsidization~-high earners pay more and low earners pay less so 
that the system is self financing-would not occur because bigh earners would then be unlikely 
to participate in the program. The federal govermnent-or taxpayers in general--would pay 
whatever was not repaid. A CBO estimate last year assumed that this would cost roughly 5 
cents for each donar loaned, but the cost depends on the exact income contingent proposal. 

Income contingent repayments can be considered separately from the issue of direct loans. 
Income contingent repayments CQuld be attached to a system of direct loans or to guaranteed 
student loans, although the federal government would need to convert guaranteed loans into 
direct loans if IRS were to collect them. With the current system of private lenders, it would 
be almost impossible for IRS to collect the loans and then send payments to specific lenders. 

There are two basic income repayment options to consider, 

o 	 Option Ooe is Full Scale Iuoome Contingency. 

All student loan borrowers would repay on the basls of their income once they 
""........ l"'t...A t:h .. '''' ....-1",..""0... n .. tr";"';nl:'... " ...y ......... ..~.........~~~_....,.. v ......... ~. 


Political appeal of simplicity and fairness. 

Sharp reduction in student loan defaults possible as repayments would be geared 
to a borrower's ability to repay. Default costs are n01 tOtaHy eliminated. 
however, because some borrowers do not file taXes and some never have 
sufficient income to repay their loans fully, Full scale income contingency could 
reduce current defaull costs in half. 



IRS has the most accurate income infonnation from tax returns so that the 
pa.yment system would be as accurate as: possible. 

IRS has the largest alTay of enforcement options--sanctions. wage garnishment, 
etc--available 10 successfully collect loans. 

Cons; 

According to IRS, debt must be legally classified as a tax owed t<l the federal 
government. To the extent that this happens, student loan defaulters would be 
subject to laws and penalties regarding tax payments, 

The 80 percent of borrowers who repay promptly will be moved into a more 
costly and intimidating repayment system, which could reduce the political appeal 
of income contingency, 

Requires major changes to the IRS computer system. which could take two to 
four years and cost substantial dollars. 

If the debt is paid thrcugh the W -4 form for withholding, it will be an additional 
reporting requirement for employers. Business. particularly small business, will 
likely oppose this. In addition, compliance with this provision wl1l be more 
difficult for self-employed persons. If, on the other hand. debt is repaid through 
a lump sum at !aX time, it could be a fairly high amount making full compliallce 
problematic. 

o Option Two might be caned Flexible Repayment Options. 

All student loin borrowers would be provided with a range of flexible repayment 
options, including fixed payments; graduated repayments (payments are lower in. 
early years when income tends to be lower and .higher in later years when 
earnings are higher) and income contingent schedules. BorrowerS would choose 
how to best repay their loans depending on their level of debt and income. 

The income contingency repayment option cou1d be made available to all 
borrowers regardless of the level of their debt and income or only to those who 
have high debt to income ratios. In addition, all defaulters, or those in danger 
of defaulting. cou1d be required to switch to income contingent repayments, 

This option raises the issue of whether the IRS or some other eXIsting student 
loan organization such as Sallie Mae or the stage guaranty agencies should coUect 
loans for borrowers \\;'ho choose or are required to repay on an income contingent 
basis. 
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Pros: 

Presently 80 percent of borrowers repay without any problem. This option 
focuses the income contingent repayments on the problem cases. Like the first 
option, all borrowers may not fully repay their loans bot the loss to the 
government would be less than the current costs of default. 

Allows students maximum flexibility to choose how to repay. Need to structure 
income contingent option so that lowest income earners do repay substantially 
more over a lifetime. . 

IRS could collect with the same pros as discussed above. 

Existing student loan or organizatiOns could collect loans fairly easily using 
income infonnation from the IRS. This infonnation is necessary to ~nsure 
accurate income and repayment data. 

Cons: 

Focuses income contingency on problem cases, who will no longer default, but 
may still not fully repay their loans due to low or no income. The federal 
government would repay any outstanding balance. 

IRS could collect with the same cons discussed above. 

Providing IRS income information to other agencies, including ED, win raise 
privacy concerns. These agencies would need to sign strict disclosure 
agreements. Or, students could be required to provide tax returns in order to 
participate in an income contingent plan. If they did n01 provide income 
information., they would have to repay according to the current system of fixed 
payments. 

C~!'~.:. Related Issues 

Loan forgiveness--eliminate part or ali a student's debt in return for service in 
particular jobs (for example, teachers in Chapter I schools), Is this part of the 
national service proposal? 

Direct loan pfogram--demonstration program is already on the books with goal 
of full implementation in 1997. A number of options are being developed for 
further testing and implementation of different ways to undertake direct lending, 

Major student finance refonn--should national service be attached to reform of the 
entire student aid system? To loan reform? 
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Proprietary schools-students at these short-tenn vocational programs have very 
high default rates. Removing them from student loans would have a major 
impact defaults and would alleviate many concerns associated with their 
participation in direct loans. 
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MEMORANDUM 

TO 	 The President 

FROM Secretary Dick Riley 

SUBJECT Options for National Service and Student Aid Refonn 

This memorandum seeks your guidance on how far to move in the direction of rerooning the 
federal student aid system as part of your efforts to encourage nationaJ service and make 
college more affordable. The mandate for national service offers a window of opportunity to 
restructure the student aid programs as well. 

This memorandum asks for your decisions on three issues related to the national service 
initiative and student aid reform: 

o 	 How broad should student aid refonn be? 

o 	 How can we best provide student loans at a substantially reduced federal cost? 

o 	 How can we best structure student loan repayments. including income contingent 
repayments, to aUQw students to take lower paying public service jobs'! 

We met Wf:dnesday with a group, including White House and OMB staff and several outside 
experts, to discuss the options presented in (he attached paper, Also attached is a ItSt uf 
participants who attended this meeting. 

o 	 AU participants thought that ffiieraJ funds should be the source of capital for 
student lending since federaJ funds are less expensive than private funds, 

o 	 Broad consensus existed that a direct loan system should build on the strengths 
Ii)f the eXisting system to enable us to move immediately to a form of dirc;:t 
lending that can work for all postsecondary institutions, including proprietary 
:;chools, Continuing the current sysrem intact but trying to remove excess prollts 
would not be a successful aT'I'f03t:h. 
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o 	 Everyone believed thai. we should provide 'borrowers with .a range of flexible 
repayment options; including income (;ontingent repa)'I11ents, rather than 
requiring all borrowers to repay through income contingency, Borrowers could 
then choose the option that best suited them. 

I agree with the above discussion. Should you also agree, there are still several 
outstanding issues, 

o 	 How broad should your student aid refonn package be? The group generally 
agreed that a comprehensive strategy for reform of student aid would be 
preferable. It would fix the fundamental problems with the current system. ThlS 
strategy has major political downsides. however. and could detract anemion from 
national service. 

o 	 Who should service and collect student loans? Should different organizations be 
responsible for servicing and collecting loans under different repayment options? 
What is the role of the IRS? 

The attacht:d paper discusses these issues in more detail. The paper first addresses the 
overall strategy problem (Decision I). It then considers key issues regarding the reform of 
student loans: the development of a dJrect loan program (Decision 2) and repayment Issue . ..; 
including income contingency and IRS collection (Decision 3). I have made 
recommendations on each of these issues, 1 look forward to talking with you about them. 

Attachments: Paper on National Service and Student Aid Refonn 
List of PartiCipants at Secretary Riley's Meeting on National Service aou 

Student Aid Refonn "' March 3, 1993 
Briefing Book (background information on student aid issues) 



PAPER ON NATIONAL SERVICE AND STUDENT AID REFORM 


DECISION 1: CHOOSING A BROAD STRATEGY 


Your campaign focused on two goals related to national service and improved college access. 

o 	 Developing a student loan repayment system that would sharply reduce defaults 
and would alleviate borrowers' worries about repayment if they took low-paying 
jobs. 

o 	 Improving the srudent aid programs, which. are costly to the federal govemmenl 
and complicated and confusing for students and their families, 

'Three straregies are suggested below that. in combination with national service, would 
achieve these objectives to varying degrees, Each of the three strategies builds on the 
previous one, with the third being the most comprehensive. 

Strategy One: Focus on student loan reforms. This approach would: 

o 	 Reform the student loan programs {O reduce federal costs. 

o 	 Provide income-contingent repayment and possihly other repayment options for 
aH student Joan borrowers. 

o 	 Reward national serv,lce through loan forgiveness. 

This strategy could reduce federal costs substantially by reforming the student loan programs. 
but it would not make the current system appreciably more understandable to students and 
parents, This strategy could successfully provide a system of loan repayments so that deht 
would not ;prevent student borrowers from taking lower paying, public service jobs. S~cific 
options on how to reduce federal costs and improve repayment mechanisms are presented in 
Decisions 2 and 3. 

Strategy Two: Reform other parts of the student aid system as well as loans. The main 
components of this approach WOUld: 

o 	 Introduce more predictability into the srudenf aid programs by creating an o\'crail 
federal aid maximum. This approach, recently recommended by a bipanlsan 
commission, would make all srudents etigible for a particular amount of aid c;il.:h 
year·~the lesser of school costs or $10,000. for example. The mix of aid among 
grams. subsidized loans, and unsuhsidized loans would vary depending on the 
s.tudent's family income. This !eve I could push up tuitions at less expensive 
institutions but might provide a modest form of cost containment for more 
expensive institutions since aid limits and tuition decisions would be severed. 



I 

Broad consensus exists in the higher education community that this approach 
would be desirable. It would make student aid more predictable, clear and 
simple. 

o 	 Another matter for consideration is whether we should refocus the Pel! Grant 
program so that it better serves students and brings federal costs under control: 
The recent reauthorization expanded eligibility so that it will be difficult to fund 
substantial increases in the maximum grant limits. Changes in the Pell Grant 
program could be controversial because some students would loose eligibility. 
suggest that we conduct a careful analysis of ways to make the Pell Grant 
program consistent with the plan to provide a predictable amount of aid to all 
students. We would be happy to conduct this analysis and develop specific 
recommendations. 

o 	 Streamline and consolidate all student aid programs so that they are easier to 
understand for students and their families. We have a variety of ideas about how 
to do this. 

Strategy Two would move closer to addressing your goal of reforming and simplifying the 
entire student aid system. It would make the amount of aid more predictable and the system 
simpler and more ut:'derstandable for srudents and their families. 

Strategy Three: Explore better ways to finance postsecondary vocational training, 
particularly proprietary (profit-making) schools. One possible way to do this might he to; 

a 	 Move the primary responsibility for financing vocational training from 
Department of Education student aid programs to Department of Labor job 
training and apprenticeship programs. Moving proprietary training programs to 
Labor would increase the practice of holding institutions accountable to outcome 
standards in this field since Labor training programs include some outcome 
standards, which the student aid programs do not. 

Such a strategy would address one of the most vexing aspects of the current studem aid 
system in which aid is used to pay for shorHerrn training at profit-making institutions. 
Currently, one-quarter of Pell Grant dollars and about one-third of student loan dollars go to 
individuals attending proprietary trade schools. Borrowers from proprietary schools are four 
times more likely to default than students from four-year colleges and universities. In 
addition. institutional abuses of the student aid programs have been prevalem at proprielary 
institutions. 

This matter has not been discussed with Labor and no recommendation has been inclw.lt;J 
here. We could explore this further with Labor and develop recommendations if you wish. 
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Discussion . 

Taking a more comprehensive approach, as outlined in strategies two and three, would 
address many major problems in the current student aid system. The climate for larger 
changes is quite possible this year given your new administration and the dissatisfaction 
among some with last year's reauthorization changes. However, some others may resist 
more comprehensive refonn, particularly the third option. 

Massive restructuring of the student aid system may detract political attention from national 
service. On the other hand, these changes could reach all students and create more access to 
college and public service jobs. The desire to move quickly on national service and its high 
visibility could help to make comprehensive reform more possible. The more comprehensive 
your approach to student aid refonn, the more you will leave your mark on the system and 
the more that you will achieve.your campaign objectives. 

RECOMMENDATION FOR DECISION 1: I recommend that you 'adopt strategy one 
and at least part of strategy two to provide a predictable amount of aid to all students. 
We should also explore ways to refocus the Pell Grant program and ways to better 
finance short-term job training, especially at proprietary schools. The third option 
should be explored by the Departments of Education and Labor as we work together to 
develop strategies for job training. 

DECISION 2: REDUCING FEDERAL LOAN COSTS 

Refonning student loans should be based on two primary principles: 

0, 	 First, federal funds are the least expensive source of capital for student loans. 
Presently, we pay an excessively high rate to lenders for private capital. This 
difference is the primary source of federal budget savings generated from direct 
loans. If we eliminate this aspect. much of the potential savings will disappear. 

o 	 Second, the federal government should not assume direct responsibility for 
running any specific segments of the student loan system. Instead, we should 
opt for a series of public/private partnerships at competitive prices. Each 
function--such as originating loans, servicing them, and collecting them--should 
be carried out by the organizations that can best do these activities. This could 
also provide roles for some of the existing players, but at a much lower price 
than we currently pay. 
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Option A: Implement full direct loans. Expanding the direct loan demonstration program 
now on thf: books could get us to full direct lending in 1997. This option uses federal capital 
with schools originating loans. It assumes the elimination of all other players now in the 
system, such as lenders, Sallie Mae. and guarantee agencies. 

o 	 Full direct lending in this way would sJmplify the system by eliminating many 
individual players and would save an estimated $1.3 billion in FY 1997. 

o 	 Deciding to go to full scale implementation solely through the demonstration 
program prematurely presumes that this concept does work and that all types of 
educational institutions will be able to handle the responsibilities entailed in dirt:c[ 
lending. 

o 	 There are at least several reasons, however, to believe that some proponion of 
institutions will not be successful direct lenders because they lack the 
administrative capability. Others may choose not to participate, especially if no 
administrative payment is provided to defray the additional costs they incur, To 
address this issue and the transition from the current system to direct lending 
requires an alternative mechanism to ensure that all students are still able to 
borrow, 

Option B: Implement direct loans building on the strengths of the current s}'stem. 
Another approach to direct lending is to build on existing programs and institutional actors 
and allow for different fOnTIS of direct lending depending on the capacity of educational 
institutions. This approach would also use federal funds as the source of capital for student 
loans. 

a 	 This option would build on existing programs by increasing the size of the 
direct loan demonstration program; expanding an existing direct loan 
program, Perkins loans; using other organizations··such as the state 'lgcncies, 
banks, and Sallie Mae··to originate loans for some institutions; and 
converting current guaranteed loans into direct loans, 

o 	 It would allow us to move more quickly and with fewer risks than the first 
option. Like the first option. it could save $1.3 billion in FY 1997, This 
approach could also include a major role for the states in which they could (;arry 
out many functions, including origination. monitoring, servicing, and col!e(;(ions, 
for the federal government. 

o 	 Increasing the size of the direct loan demonstration program and developing 
standards to measure the capa(;it)' of institutions to handle direct lending will help 
the Department of Education 10 structure lending for institutions that don't have 
adequate resources to handle it directly. 



o 	 Transfonning the Perkins Loan program into a direct loan component of the 
Stafford Loan Program would allow tne 3000 institutions that currently participate 
in the Perkins program to run a fuB scale direct loan program. Most of the 
proprietary instirutions do not participate in the Perkins program so they would 
not become direct lenders here. This may be a good idea since they are smaller 
and tend to have more limited administrative 'capacities. 

o 	 Designating organizations other than educational institutions to act as loan 
originators for institutions that are not direct lenders couid work well for 
institutions without the capability to administer dir&t loans, including proprietary 
schools. A variety of organizations including banks, state agencies, Sallil.! Mac, 
and others could do loan origination for a fee using federal capitaL 

o 	 Converting guaranteed loans into direct loa.ns th.rough the government purchase of 
loans made initially with private capital would allow us to move very quickly and 
to provide direct loans in the transition period before fun implementation of this 
option. 

Option C: Continue the current system intact but remove the excess profits. The 
current system provides wide access to capital although it does so at a very high price, 
lising the :;pecter of full direct lending could force lenders to eliminate these excess profits 
and thereby reduce federal' costs. On tne other !land. this approach would not address any of 
the underlying problems in the current student loan programs, 

o 	 Cutting the current return to lenders by 2 percentage points would save almo'\t as 
much in 1997 as full direct lending. Differences of opinion exist, however. on 
whether the lenders would participate at this reduced price. Some believe that 
this payment would be sufficient to assure their continued participation; others 
believe that !lanks would stop student lending if its profitability declined. 
Whatever tne specific number of banks which would stop lending. 'he federal 
government would need alternatives in place to be sure that access to loan ;:Jpital 
did not dry up in certain places or for certain students. 

RECOMMENDATION FOR DECISIO~ 2: I recommend the second option because it 
builds on the existing system and uses several approaches to direct lending. This will 
enable us to move to a form of direct lending that can work for all postsecondary 
institutions while saving more than $1 bUlion in FY 1997. 

DECISION 3: MAKING REPAYMENT EASIER 

In designing a repayment system that allows students to repay as a function of their inct1ll'\c. 
two main questions arise: Who should pay through. income contingency? Who should 
collect the loans? 
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Under income contingency, most, but not all borrowers, would fully repay their loans. 
Some would not completely repay because their incomes would remain low throughout their 
lifetimes. The federal government-or taxpayers in general--would repay whatever was not 
paid. A ello estimate last year indicated that this would cost the government roughly 5 
cents on ea,:;h doUar loaned. depending on the exact income contingent proposaL This would 
be about half of current default costs. 

Who should repay through income contingent repayments? This system of repayment 
could be required for aU borrowers. or it could be optional for borrowers who choose 
income contingent repayments. 

o 	 Requiring all borrowers to repay through an income contingent system has the 
appeal of simplicity because it is applied to all borrowers. On the mher hand, il 
requires that we create a new and costly system for all borrowers. 80 percent of 
whom have no trouble repaying through current repayment schemes. 

o 	 A second approach would provide borrowers a range of flexible repayment 
options,including fixed repayments, graduated repayments (payments are lower in 
early years when income tends to be lower and higher in later years when 
earnings are higher), and income contingent schedules. Borrowers would choose' 
how to repay best their loans depending on their level of debt and income, 
Defaulters, or those borrowers in danger of defaulting, could be required to repay 
through income contingency. 

Who should coiled and service student loans? Full scale income cOlltingency, as 
discussed above, only makes sense if the IRS does the collection since all borrowers would 
be repaying on the basis of their income. Under Ihe flexible repayment option, the IRS or 
some existing student loan organizations such as Sallie Mae or the state guaranty agencies 
could service and coHeet Joans. 

o 	 The arguments for using the IRS to service and collect student loans bascd on 
taxable income are that IRS has the most accurate income infonnation from tax 
returns and that the lRS has the largest array of enforcement optioos--sanclions, 
wage garnishments, etc--availahle to successfully collect loans. 

On the other hand. using the lRS would reqUtfe major changes to the IRS system, 
which could take several years and be quite cost)y, In addition, for the IRS to 
collect effectively, debt must be legally classified as a tax owed to the federal 
government, which means that defauhers would be subject to the same laws and 
penalties used for tax evaders. 
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How students would pay the IRS is also an issue. If the debt is paid through the 
W-4 funn for withholding, it will be an additional reporting requirement for 
employers. Business, particularly small business, will likely oppose lhis and 
compliance will be more difficult for self employed persons. If, on the other 
hand, debt is repaid through a lump sum at tax time, it could be a fairly high 
amount making fun compliance problematic. 

o 	 The alternative'is for other organjzations--such as private firms, Sallie Mae or the 
state guarantee agencies, for example~-to service and collect all student loans. 
including income contingent repayments. The arguments for using these 
organizations is that they currently have experience in servicing and collecting. 
although not income contingent collections, In addition, this approach would not 
require a new coUeetion system and would not have the negative connotations 
attached to IRS. 

The major drawback is that these organizations would not bave as easy access to 
income information and they would not have the force of the IRS behind them. 
Getting accurate income information would require either obtaining the 
infonnation from the IRS or getting it from the borrower. IRS has privacy' 
concerns with giving income infonnation to the Department of Education or its 
designated collectors, however. Another approach is [0 require borrowers to 
provide 'the infonnation themselves. Reverting to a fixed ~payment schedule 
whenever a borrower does not provide the required information would create an 
incentive for borrowers to provide timely data. 

RECOMlVIE:>iDATION FOR DECISION 3: I recommend the flexible repayment 
approach rather than requiring income contingent repayments for aU borrowers, This 
allows borrowers the maximum flexibility to choose how to repay. 

, 

I also recommend rltat we continue to explore who should serviee and coUect student 
loans, We should continue to analyze Ihe feaslhllity of using IRS to collect student loans 
with Treasury and other members of your administration. 
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Public Papers of the Presidents 

May 5, 1993 

CITE: 29 Weekly Compo Pres. Doc. 763 

LENGTH: 1442 word. 

UEAOLINE: Message to the Congress Transmitting Proposed Legislation on i'ational Service and 
Student Loan Refurm 

IlOJ)Y: 

Tv fire Congress o{dw. Unilc£i.Stales: . . 

! am pleased 10 transmit today for your immediate consideration and enactment the ItNutional 
Service Tmst Act of 1993" and the "Student Loan Reform Act of 1993." These Acts represent 
innovative public policy founded on traditional American values: offering educational opportunity, 
rewarding personal responsibility. and building the American community. In aCfirming these values. 
til:.: Acts r~icct wastcftlJ bureaucracy -- instead reinventing government to unleash the ideas and 
initiative of the American people, Also transmitted is a section~by~section analysis. 

Throughout the Presidential campaign last year, Americans of all backgrounds and political 
persuasions responded to national service like few other ideas, The reasons are clear. Higher 
education is fundamental to fhe American Dream, but complex procedures and inflexible repayment 
p!UtiS have created serious problems for many students with educutlon lotIOS to pay back. Defaults 
arc too high today -~ and taxpayers urc left to foot the bill. Americans arc yeaming to reaffinn an 
American community that transcends race, region, or. religion -~ and to tackle the problems that 
threaten our shared fUHlrc, 

The two Acts arc dcsigned to meet these basic American needs, The National Service Trust Act of 
1993 l.!slablishes a domestic Peace Corps, offering hundreds ofthollsands of young people the 
opportunity to pay for school by doing work our country needs. The Student Loan Reform Act of 
1993 overhauls the student loan system. Through a one~stop direct student loall program, the Act 
will S~IVC taxpayers billions of dollars, lower interest rates for students, and simplify the financial aid 
system, And through new EXCEL Accounts and other rcpayment options, the Act will offer 
borrowers grCi'.ter cboice and lower monthly payments wbile reducing the cbanee of defaults, 

The National Service Tmst Act of 1993 establishes a definition of national service that is clear but 
broad. National service is work that addresses unmel educational, environmental, human, or public 
safety needs. It enriches the lives or those who serve, instilling the ethic of civic responsibility that is 
esscn!iall0 our dcmocmcy. And national service does not displace or duplicate the functions of 
cxis:i:lg worki:;rs. 

Building on the ~aiional and Community Service Aet of 1990 and the nourishing community 
service programs of nonprofit organizations and States, the initiative rejects bureaucracy in favofof 
locally driven progrmns.ln the spirit ofreinventing government, the Act will empower those with 
the greatest expcr,isc and incentives to make national service work. 

The Act enables Citizens of all backgrounds to serve and use their educational awards where they see 
fit While many participants will be recent college graduates, Americans will be eligible to enter the 
prognim at any time in their adult l1vcs. Both full-time llnd part-time service will be encouraged, 
And whatever their education level. those who complete a term of seNice will receive an award ors 
5,000, T1Ji"; :.nvard will be payable Inward past, present. or future ctlucHtiomd expenses in 4~ and 2~ 
year colkgcs, tmining programs. and graduate and professIOnul schools, 
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The Act demands thaI programs meet tough guidelines for excellence and requires: measurable 
performance goals and independent evaluations. Within these limits, however, the Act enahles the 
people who run programs to design them. The smallest community~based organizations and largest 
Federal ~tgellcies will be able to compete for funding. A variety of program models will be eligible, 
ranging from youth corps that enable at-risk youth to meet community needs, to preprofessional 
programs that gIve college students ROTC-like training and then placements in specific problem 
Ufcas, 10 diverse community corps that involve Americans of alI buck grounds in meeting ooonnon 
goals. 

\\lilh the economic market as a model, there is competition at every level of the system: programs 
compete lor Stale approval, States compete for Federal approval. and programs at the national level 
t:OlltpC{C against each other and States for Federal approvaL To build puhlic/private partnerships that 
cam sqlpor: lltr beyond govemmeot. the Act requires programs to make a cash match and to 
itlcrca~c nongovernment support as lime passes. 

The Act is dcsigned 10 reduce Wa!)te and promote an entrepreneurial-government culture. The Act 
establishes n new Government Corpomtion for National Service that combines two existing 
independent llgencies, the Commission on National and Community Service and ACTIOX With 
:It:-xihlc personnel policics and a small. hipartisan Soard sharing power with a Chairperson, the 
Corporation will operate as much like lean nonprofit corporation as u Government agency. 

The State !evel will mirror Ihe Federal level and huild a strong partnership between the two. 
Bipartisan SWtc commissions on national service will be responsible for selecting programs to be 
funded by States. To ensure genuine Federal/State cooperation, a representative of the Corporntion 
wi!! sit 011 Slate commissions and a representative orthe States on the Corporation Board. 

Tht: National Service Tntst Act or 1993 encourages Americans to join together and serve our 
country -- at all ages and in all forms. The Act enhances the Serve· America program for schoolage 
youth; extends and improves the VISTA and Older Americans Volunteer Progrums authorized under 
lhe Domestic Volunteer Service Act: supports the Civilian Community Corps and Points of Light 
Foundation; and pulls these efforts Lmder the new Corpomtion. The Act will help instill nn ethic of 
scrvice in elementary and secondary school students, encourage them to serve in their college years, 
and give them further opportunities later in their lives. 

Th:.: S1udc!U Loan Reform Act of 1993 will taken an important first step toward comprehensive 
!'ej{)rm nrlllC :;;[\I([:';11110an system. 11 saves money, makes Joan repayment morc nffordable, ami bolds 
students more accountable. The measures in no way replace the Pclt Grant program, which will 
remain the cornerstone of financial aid for mJllions of students. 

The Student Loan Reform Act of 1993 replaces the CUlTent Federal Family Education Loan pmgram 
w:ll: ~hr..: Federal Djrect Student Loan Program ovcr a 4wycur period. By eliminaling subsidi..::s to 
p:'ivalc lenders and making loans directly to stuuents, direct lending will save taxpayers S 43 billion 
throllgh Fisc~l! Ycar! 998 and still allow interest mtes to drop for student borrowers, Many schools 
will make 10<1115 directly to students on campus, though none will be forced to do So. In addition. no 
institution will service or collect loans. This rcfoml simplifies [he system for many students, 
cnahling most to receive all thetr aid through "one~slop shopping" al their institutions' financial aid 
Ofilci.!S, 

The lending rdorn) expands choice and reduces burdens for HI! student borrowers by offering a 
variety of repayment plans -- including fixed. extended, graduated, and income-contingent 
schedules, In the same way that multiple financlng options help homeowners. these plans: offer real 
choice 10 al! and lower monthly payments to those who want them. Incomc·oontingent repayments-­
through lhe new EXCEL Accounts -- also eneourage service by students who do not participate in 
service under the National Service Tmst Act. With more manageable monthly payments, more 
students will be able to take jobs thut pay less but do more for tileir communities without risking 
default. And whatever plan they first choose, students wiH be able to change their repayment 
schedule as lheir circumstances change . 
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The Student Loan Rcfoml Act of 1993 will also reduce default rates. By electing income-contingent 
repayment schedules, students with lower incomes will be able to repay their loans on a manageable 
plan. wilhout defaulting. Through cooperation with tbe IRS, tbe ACl will improve collection and 
momlOring of student loans, And for those who are able to pay but do not, the Act will give the 
St:crdary or Education authority to require payment on an incomc~c0.ntingcm basis. 

Opportunity, responsibility, and community go beyond politics. They are basic American ideals. 
En:lClll1CcU of these two Acts will express the Nation's commitment to these ideals and 10 our shared 
fiftun..:. [ urge the Congress to give the legislation prompt and favorable conSIderation. 

William J. Clinton 

The White House, May 5,1993. 

NOTE: This message w:\s released by the Office of the Press Secretary on MOlY 6. 
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Ti18 WHiTE NOUSE 

:)ff~CiJl o:C the P::ess secretnry 
IBe:1$ot,vEle, :::1linois) 

ror Immediate Release May 11. 1993 

REMARKS BY THE PRESIJE~7 


TO THE ST:.JDENTS AN:':; ~~AC0:'~Y 


FG!nton Bigh School 

Sensonville, Illinois 


9:55 A,t4, :::::Y? 

THE PRESIDEN7: ':'hank yC-J. 'Jery ::-.l:ch, Briar.. Thank 
you, Dr. f.1ereCich, And thilnk Y'lt.!, ladies ane gen::ler..er., I'm 
glad ~D be here at this fine hiqh School. I should also note 
before ! begin that there is -- one of many reasor.s that J 
decided to come here is that th.ls high school is the alma mater. 
of an important member of my White House staff, Kevin O'K!Nfe, 
..:teo gr<:dl;?ted l:rom Fftnton B1g)) School, U\pplil1..:';e.) 'hr<:re :,:;0 
yO~l? w,j!~t:e .'J J{evin? He dian't have tOut gray hair "hen Ile wcs 
f'Horf1. U·\PS:::il'..lS~, j 

r met, in addition 1;0 your principal and your 
superintendent, r met Charlotte Sonnenfeld on the way in here, 
who said she was a teacher of Kevin O'Keefe, but was noc 
t>~s[.lonsible for him in any way. (Laugr.ter.i 

r also wane to thoni<: a number 0: o:::,or pO!oplG! Wr.0 

Olre here, im:lutlinq several mem~ers of Congress over here to my 
~e£t -~ Bobby Rush, Luis Gutt:ierrez, CanEs Co; lins, an<-i George 
Sang~eister, ! think theY're all here. And I want to tr.an~ 
Ricnard Dent of the Chic.:J<'.,!o Bears for coming. S~a:ld up, Richan:L 
{Applause. 1 

I also wan;.. to -- is tHchael Cruz over there? Is h~ 
!>=1:"0? No? ~Jh0re ~S hs? Here he is. CC;lie here. This young mon 
was or: ::h'~ t'1:esident' s Town l~f:L. Meeting Wl.th St'Jdents. Did tmy 
of you see .It -- when::: wt..'? -- did y:':l: see that? And he became d 
television star because he .lS li good st-.ldent, he goes to school 
in Chicago. ~nd he said he Wb5 worried about the sa:ety of the 
schools ilnd the streets, And he asked the President to try to 
tnilke all the schools safe for students in every pbt't of America, 
no matter noV! tough the neighborhoods were. }\nd:: w~s rea:ly 
:;r:o'-ld of hir-:;, so :r invited him to come h,n'Q today, I ;,:hink yeu 
()l:<:j:)t to givu h~m a hand. (Applause.) 

1 kno\-<' we've go:::. students from ot.:hc:, schools here. 
'ri!1,,::e are you, ill! the stt:dent.:s [rom the other schools that arB 
here? 

AUDIENCE: eooo. 

THE'. PRESIDENT: I-iey. Ley. (:,a';.;;"cel:'_) No, ;)0, 
Lod«y's the cloy when you're supposed ;:0 we ~corne the::; ~,er€, 
(La"ghter and applause.) 
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I I·lane :0 say how very glad 1 am to be back in 
!llinols w~ere ~ met so ~any peop:e who shaped the thoughts and 
the feelings (1),";:: I ca:::rlCrd into <:he presidentiLll campaign last 
year. Peopl ~ \;/))0 &s~ed ille t:: f1g11': fer their families and the 
future of tn'~L: cti 1 o.C';':fl , to hal;: :':0 t'..x our economy, to create 
more jobs, t':> br~r.9 the tecr1ble cudge:.: deficit dow:o., to deal 
with the heaLth care a~)d education cha:le::!ges faci:!g All~eric';:L 

A lot of \~hat I learned in that carr.paign las;; yea!: I 
learned from talking to people on the streets in the cities and 
towns of l11inois, and I'm glad to be back. 

T})is wsek, some of the members of Congress wr.orF I 
~jDped wou ~,d 1)0 here are :...0 Iliashingc.on working on things of 
i;;,pot":a:18e t:) yeu. YO'Jr two Gnito-:: States Senators, PoJUl Simor. 
end Carol Mo:,eley Brown, arB ... n the S*nttt<1l tod<iy because t;hey're 
g::'-1og ::0 vot,~ 0-:1 the :not::::.c veter b.l 11 , wr.ich will mnke it ~<1slel' 
for young peQplc' ~o resis!::e: and vote -- an issue that's been a 
big issue for M'I'V and all the MTV watchers ':r: the country who 
want to make young people a bigger part of the ?olitical proces.s. 
(Applause ) 

!'>.nd Congressman 8ostenkowski and the m::her :-:.etn~;ers 

0: l~lS cOfe:;ittee ate buck in washington, wO.r"j'19 Ot) q pbr: thfl!: 
wll; ~)elp to bring ttli'.; budget deficit down by 0'1(;( $500 bil1~?r. 
over t:!e next five years, so that you Cdn grow up I;; ai; l\.'le:iCca 
:.;:-,;:: is r.ot paralyzed by a crushing debt, as we hilve seeD in :::he 
Las:: 12 year:;. 

But I don't want to talk just about those issues 
today, ! also want to talk about tomorrow, about your tomorrows 
and about what it will take for yO:J to make the most of the IN 
future all ot: us who have already been in your place and school 
are trying tC) rl'...,ke. 

I've spent a lot of my Llme In Was~in~;o~" in fact, 
ioost of my time, working O~ the econa~y and the healt~ ca:a 
ccises loday. BecCluse I know that unless \~e can bring :be 
(leficic down ilnd invest in jObS and technology a"d bui1ci:1g a 
strong Economy, America Cdn't be what it ought to be. And 1 
believe t,hai: unless we attack the problems of healt;:h care 
security and coverage and the enormous cont.ribution that health 
ca!:e costs are mak,lnfJ ::0 the financial problems of this country, 
we ea" never restol'e real sec":.lrity to the Arner~eun r'amlly, or 
strength to L!1e AAer:i::;m: ec:or:oFY, or reduce the terrible d,)ficit 
of this governn,e;,t so '_hat we :;tln b::'in~! Cllr ))U(i<JDt lJ)\:Q bOlleu.ce. 
So that's whet I spend my t.\me coing. 

But: I also know toat no matter ,.... hat .,..'e de on these 
tSSI.:6S, unless each Bno eve.cy one of you is a productive, we:ll­
f:dm;a:.ed, well-t:rained citi-zen able to take advantage 0;:' t:he 
opponunit:ies of the world you will live in, but -<llso able to 
;",eet ::he higr:ly cott,petitive challenges of people from all over 
'..r:e ,.;orld whO '><.:.11 be stt:uggling fo;;: many of the same 
:::ppcr:::":1:.tie~, tl~at yO;l want, that nothing I can do w1ll changz:: 
j/o:.lr l:-,ci~vidu::l lives, YO'J have ::0 de that. ,'l;nd that',:} why th\; 
prov.:.sion of excel1er":ce i:1 eCLca::io:, ar:d real educationai 
oppor::>Jn.:.ti8! are so lrq)ortant:, 

Those of you who '::lave been able to go to this school 
or Lhe other schools here represented can leave youe hiqh school 
with the confidence that: you've had the oppo:::tunity 1;0 get a good 
edl.l-C.;ltion. But you should know that in the \~orld you're livIng 
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in, the average young Americ.:tn movjnq into the work ::o!':"ce will 
cha:1ge'work :5even or eight tlmes in a lifetime, And more tha:'l 
~Vf:!:: before .l:1 :.he history of the country, what you are able to 
co in your ",ork life, '>"hat you are 1lble to earn, \~ill be directly 
related not :jus:: tc ¥l:'a:. yeu K:lCW tOOClY, tut: what yO\l c~n leClrn 

tomorrow. 


In the last - ­ yes, yoa can c~ap for that, Thae's a 

pretey good Idea, Thanks. {Applause. } 


Now, in Lhe last 12 years, there has been a dra:natic 

differ8r.ca _.- a widen.:.r.g, gro\'0.119 out be.tween the earnings 0;: 

your.g peo-:)le ..:1'.0 t:ave at ;east two years of good education afte!' 

hi:.Jh seboc; in " cOllIFudty co;,:egc, a good t~ainiJ)(J pr'NJt'fllr, or n 

four yeat· col.ieg(: degree, iI::d young p~GP.ie '.<.'ho cit'op out ot IlJ'lh 

school or only fini$~ed hig~\ scr,oo':, The 8vide:lce i$ -- :.hG' 

clG'';'f' evidence is t.h;'i::: tn t:he world in ""f-.ich yO'J v!J.tl live, yOu 

will need not only to make a pecsonal com.-nit::',ent ;;:0 learning ar.d 

relearni.!"1(;J throughout your lifetime, but:: to getting a;;: least --at 

least -- two years of education beyond high. school and,hopefully 

mere. 


Now, mere and mcn~ <,mople have got this figured out, 

COlles-*: enroL.ment.:; ha ",e gto~n c:p, explosive enrollm,3nt increases 

2t two-year Gommur:it';-, colleges a:,d >3C"lfllC2~ sC.'lools havo been 

seen -- young people have figured :;t:at C:L:t. 8'..!t ::::ere are st.lXl 

some problems with it, one of which is pl:rely i'inar,c':al. The 

college dropout rate i.s more than twice the hign sChool dropout 

rate, and one big reason is, a lot of people cannot afford to go, 

or, hav:ng <jone, cannot afford to stay, 


How F_af:y 0::' you want to go on to some form of: 

further edUcEltion when yo;; get out of high school? Rais{,; your 

~Hll1d. (APp~':iuSe,) ~:c,,! many of" yo;; :::hin% yO~l' rGo 90in9 (;0 ne0id to 

borrow some money or ge:: a scho~ilrsh:p or r.ave sono Cinef,cial 

help to cio it.? Raise your hand. (Apple.use.) I think :..t's nice 

that yOll can be ent:husiastic aboiJt that. {Laughter,) 


You know, last year in Illinois alone, al~ost 


ISD,OOO educatiO:lal loans were made. Five million educational 

loans were -:nade in America last year', Higher education is really 

important. 1 t' S ~:nportant ';.".0 yO':' eCOnor;','..call y, 1 ' ... ' s i [I'pot"t.<:lnt 

fot reasOns far more .L':1por::a:ot U::tn Cr.?.t. (~v-en, It pr'Olllote!l 

;>.:rsonal gro~n~h <:n<i geLS you in CO:l~act ..:~L'"1 -~r.in\Js l:htlt h<:lve 

hilppened in the past, and tl.es yo'..! ir:to tt:is gr;;,<:1t civllization 

of OGrs, But it's all academic, to use an a;;proprlate wor::::!, if 

you can't afford to go and stay. 


Interestingly enough, the cost of a college 

educa~icn is perhaps the only essential in a family's spend~~g 


pat;;:oc;;s that hilS gone up n\oce rapidl.y than health care in the 

last 10 years, A:1c tha::'s OLe bi{] r2ason that "Che college 

dropout: cate has increased, !>lore a:lc mo::s young p{:opl!! ht:v;:;:; to 

deal with this, 


On the average, in the COL:nt::':,' as a .... 1101..::, tJi:::io:l 

fees Clnc rcorn and oo"rd cost $5,2·10 a yea:: at: pu.blic instHlll:icns 

0: hig:'er eriuca"Cion, ~nd $lJ,231 at privace schools, 7he COSL of 

these edt:.cations has (jone up 126 percent in the l<:lst 10 years. 

That mear.s ~hat a lot of people who try to borrow money drop out 

and then C.;I.n't repay the debt; others borrow the [nOfley and leave 

college wid: Flilssive debts a:1c ::on'~ k:1cW how to repl~y them. 

Still, others might: prefer i-l;,en tlley g.:::adL:,;lte <:0 oe: ;, tEacher, 

for example, but they're afraid they C2:l'-: mee';: their: 20im 
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re-pa;.r:ne!lt schedule, They might wish to be a law enforcement 
officer, or a polic~ officer; they're afraid they can't meet 

th~ir loan repay:nent schedule. 


That's a bad case of t!1e tail lA'a9tJ1nq the dog. 

People DC1;.uall'l de;;:~ding w.:oa:: to do h::::h tlvti,; livi!s based on the 

crushing i)urden of debt they 12'.'2 to get an ~ciuC0tior:., the 

purposa of which was to be free ::0 choose ;;0 do WiFl-:ever lOll \'I<:mt 

to ,'Q w:.th your life, We can do better tn",r. thilt. 


One o£ the reasons thDt I ran fer Preslde~~ is that 

I wantec to change that because I know no economic policy, no 

health care policy, no reduction in the deficit can change what 

is in you, m':nd and whether you are ~ble to do well in the world 

thOlt you will. live in_ '{ou have to do that But my g-eneration 

owes it to you to give you the c~ance to be able to afford to get 

a good coJl0(je education, :::0 go and to S';;<1Y, (Applause. i 


.4.. couple of weeks age I u()veilec;. ;;; plo:, ::0 do tnnc 

b<":SQd or: fo\,~ sl.f:".ple principtlls: Fl.Yst, we o':(J(\': to ~owel~ t:)i~ 


interes:: :-ates on t1"ie college loans that you ))Ot'I:O\1 f.'om -- tl~at 


you mf':ke. (Applaus"ll,) I dO!'1't know how mflny son1.o"'$ here h.t:\'", 

atrciidy looked i:<:o 0::>11ege loans, bt.;t if you wflnt a college ':'o<::n 

that's guara:1teed by <;.he federal government, there's a lOt of 

paperwork involved and a lot of ~assle, That's because there dre 

a lot of extra costs in there, fron middle men, from banks and 

from corporations. who profit from :::he cur cent: loan program. 


Your SenatOr, Paul Simon, was the first parsor. who 

ever car~e t.o l'l'8 weil over a year ago to say tt:ilt we c!,;(jh':: to make 

lo"ns d:re:::;::ly :::0 scudents from the United States gove~n:;,e;-:t .:..~ -:. 

O:HU1CLally de:::;t.:re way so that we could cut; out; paperl-lOr::, Cd': 

Oll1.: .;J]l l,;ne ti:;,e i':: ta<es to app::'y fct' them, ?lnd elinina:::e excess 

pt'ofits from mic,dle men. Every studenc beer-ower can enjoy iJ 


lo\~er rate it: we do t!1~S, l\r:d:"f '.~e <lcbp:: the ptiln t.hat I have 

basically developed in coo;::eratior. w~,;;h Senator Simo::! and ochers, 

W~ Cdn save the American taxpayers $~ billion over the r.ext five 

years, and make lQans available to you at cheaper rates, r'd say 

t!lat's a p::euy gOOd idea. (Applause.) 


The second t~':"ng we have to do is wake it eaSley for 

students to pay th~ loar. back. Today, the lonn repaYI"'mt 

obligatio;; lS directly re1a;:ed ::0 how much you borrow -- whether 

you have <l jot or wh"tcve:: YO·.l:::" jo:') pays. What r want to do is 

Lo qi ve every h'llerlcan yOung perso:) ,.:1:0 borrows money [0 get a 

Lwo-YG:<:lC or i: Lour-year education ~f[er h:'<ih sebocl the option of 

Faying the money back based on how r:cH;:h 'Iou ff'doi./;!, so chat you Ciln 

never be saddled with a debt bUJ:"den gr(;(l\.;'H thnt', a CIE!.a in 

pe,·cencage of your income. That way. there will never be an 

incenLive OOt to be a teacher, not to be a police oificer, not to 

WOt'k wiLh ki(\s in trouble. not to' do whacever you want to do. 

'['ou wi 11 be able to pay your loan bacx because it will be a 

perc\eoLage of your :"r.co:7.e. Regardless of how much you borrowed, 

we'll ''''ark it OUt so that the (I1on::;,ly paynent i s n~ve:c too 

l)urd~nsorne. That rneaas r.obody ·... .'.11 be able to say ::hey can't 

0i1;:Ord ;1 college loon, [Applause.) 


The third thing we viBnl;. ".:.0' (10 is :;0 g:. ve teres o~· 


<;hO..lSil:lclS of you the chance to earn credit a'JClinst ::r,€!se lcar:s 

oe!'orc 'foe g() to co':'lege or \,inile YO\I'r.e in college, O!:" ;:0 work 

them off af':er yO',1 get out of cnllege, not by paying ::.hem of:', 

b,l!; by servl.ng your country in a communit.y serVlce pt'ogram 

working with the elderly, ·....orkiflS wi<;;h other kids, working with 

housing programs, working ·• ..-ith ::tings tho::' need to be done in the 
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neighborhood or in nearby neighborhoods, Or it you do it "f..ec 

you get. ou;:, of college, working as teachers or police officers or 

in ot!!er needed areas in underserved col"tl.munities in America, 

Just think of it, We coald have tens of thousands of people who 

could payoff t:'e3.r loans entirely by giving a year or two of 

their .lives t::J, maki:1g their ccur.t;:ies and tngir communities 

better. (Ap;,~ause,) 


Finally -~ th.:.s is t:!E: one '.(ick:ar -- T ~::p0 you '6111 

clJp for thi,;, too, because it's importar.;:. lAr;;:;~a..lse,) ?!ait 

un~:il yOt;l h~',!r it;:. (l.aught:er,) A iot::f people-~;o:-,'~ PLy off 

their colle9'~ lo;;ms ,'lt all, There lS an unbel.ievable ~;efault 


rate. fie lose abOUL $3 billion a year f.rom ;:eople w:'l~ don':;: ;:ay 

tneir loans ;::ack, Now, there's 8 reason tor that, ,1:1<1 l':~ 


explain it roo!'e lat:0r. But one or the things we (lO, if wa'.re 

go~r.g to loan you t:'e money directly, we'r'e qoing to collect ~he 


money dir>2ctly, too, involvirHj the tax records at tax time so you 

can't beat the bill. People who borrow money, once you make it 

possible for the::: to repay it. should not be able to welch on the 

loans. That undermines the ah.tlity of :::I':ildre;; ::;oming along 

b~hind you to borrow the mO:1ey. People ought to have to pay the 

lOuDs back if we make- it: poss:'bl<:Oi fOr them t::: do it, Zverybody 

OUg!1t \;.0 have t.o do that:, (Appl,T,lse.) 


New, this will maKe 1t P0551bl.e fo;; .":dlL.O:1s Of' 

~'o:mg people to borcow money to go to college. :: don':;: propose 

:'0 weaken the Pell Grant programs and the other scholiJ.rs'1':p 

pr-ograms: we war.t to keep strengthening them. Bu~ t:.h;'s ....'111 ,.ak\': 

it:. possible ::'or millions of people to borrow money, neve:: have to 

v/orry ...bout f<lhether they'll be able to pay it back. You won't 

have to pay it back until you go to work. When you do go to 

work, you can pay it: back as a s~all percentage of your income. 

You will have to pay it back, and will do it all at lower cost, 

This will open ~~e doors of colleqe accca:ion to millions of 

Americans. IApplause, l 


No\'-', you m.:.ght ask y()u~'$€lf: fleL, if it's tMt 

simiJl~, wh';! is this mao hero talld,;')g to fl'e about.: i:';' ""hy don't 

yO:.J jest go do tt? H€re's why. A lot Qf geo;;~e ,H"8 do_r.g ,.;ell 

with t.'1~ pre.!;'.;lot: sysl: €m. They'r0 m,;;k.Lng a lot Cit :::or.ey O:Jt 0: 

;;t::e present .sy'stem. There are 7,800 lenders today, PQople ,":',akinq 

tb.e st-..lde:1t loans. Tnere ace 46 different agencies that 

~I'..:arantee th€~se loar:s against failure. Then, th~n:! are all these 

pe:ople who $€,rV1Ce the loans and who buy Lhe loans in nig 

packages in "lays that you couldn't even begi:l to uocierstand, 

probably, but they're all ~aking good money in ways that ynu 

couldn't ev.;n begin to understand iJrobably, bUl: they're all 

making good !lionel' out of the !}resent system. It's confu.-;!i.nq .;:I!1d 

it:'s costly, and the wore ::10ney tha~ r;oes to other things, the 
less l(lon'?y that l s aveilable to provide 10\') cost lO<l;'.J"l \:0 th.;, 
s:;ud"m:s of America. 

Typically, the student cakes o:.;t a loa:; Crom <1 bank 

ar..d the:'! the bank takes the note th2t you sign I1h;(t you 9;':;': the 

lOiU ilr.d se12s i::: to a corporation. The corporacion ehe;) ,:lakes a 

profit by packaging the lonn to someone else. And the loan is 

ulti:nlltely gnarar.teed by whow? Ail of us, t.he American 

taxpayers" So nobccly car. lose any money on it. Now, the big<JEist 

middle man in the .....hole thing is called Sallie Mae, the Student: 

National -- the Student Loan Marketing Association. Last year, 

lend~rB made a total profit of $1 billion on s~udent loans. 

Sallie Hae made $394 m'::' 11 ion , Af'ld '::::e:ween 19B6 a:ld 1991 --~istet'! 


to this -- this is a group chat helps ~s get stt<d'iHlt loans, 

right, which should not be a big prctit-r7,aki:1g operatio!": -- th* 
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COStS of this corporiltion went dow:-J by 21 percent. and its profits 

wen\: up by 172 percent, But you didn't get the benefits of it; 

someone else did. 


Int8'restingly enough, bnnks ::Jake ilIO,,, p~'ofiLs eLKl 

In::::re Yl'2:'unteed profits on student lOi>rls \:r;:\l "1"' ,::", 10b:I"1 Qr 

l1I::rtgi1g8s, ;)Ut then,,'e 1:\ no risk. They don' l h;;ve to WC:'l']' i~' tHo;;, 

stt:dent doesn't pily back the :oan. Why? Because the ijO\I(:)rfllli<llnt 

wiil send the::! 90 canes cn the dollar. And <1S all of you know .;.f 

you fellow t~lS at <1:1, there's not mu::h incentive tor <1 bank to 

come recover the loan beCilL::Se it costs more than 10 percent of 

the lo~n to nire a lawyer and go through a lawsuit and file all, 

the p.,'lpers ilnd do all that, So every year, the qovemment just; 

writes a lot of checks to people for the loar.s that s::udents 

don't.; repay, The taxpayers foot ;:he bill and that's all money 

thilt. we can't spend loaning money to you and people likii! you to 

gJ to colleg,,,, 


The sys1:em is :l~t very CJoo~i. Th0 lenders (j;; weil. 

bu~ the peop:e 't.ho need ':.0 barro\.; c:he money for A (.:011eq8 

eouc,lI;;.:.O'l ar", hur~ as a resul~. Anc the !;<1xpay-ers ge:: hit.: coming 

"nc gC-l-og. Not er:Ollgh mcney ::lade av?i:'able for student loans, 

too much mon~y going out ~o increase the deficic by paying off 

loans ~hat never get repaid. 


So, you might say, why don't we char:ge this'? 

Bec<l()se: in ::he syscem we have, t.he people that: are ;w',aking plcr.t:y 

ot ;",o:;ey ou:: of the present system will fight L Ar;d chey will 

r·.i::e looby~sts whe make their noney by trying to influence the 

:::o'l(jrcss. 


No scor"e~ ~ed 1 ever. mentioned changing this system 

then Congress .....ilS C€'lIJged wah :ob:::y:.sts. Tru, bi(l(;eSt 

organization. S':lll.ie ~a(t alone, sl..:pposed to be in tho')} business 0:: 

helping you ":0 get money to gO :0 college, has already hired 

seven of the most powerful lo=byists i~ Washington to try to seop 

this process from changing. 


Now, there are a lot of people in Washing:::o:1 It.'ho 

IH!.n-.: 1.:0 keep tre s-::;atus quo. A lot of people don't want La lov/er: 

\::1':. def'::.ci:, z,:\t,'1:;r. How did we gel: sllch OJ bilJ nat.;.onal aebt? 

How did en!; dabt go from $1 l:rillicn in 1geO tl) 84 trillion in 

18927 Beca~$e we cut - ­

AUDIENCE: Republ:ca:1s, 

THE PItES!Q£NT: No, because we did what: was populat' . 

Ie wasn't: u:,t che Republicans; they had 'Lne White Mouse -- but 

let's be r, Because how do you run up a big deficit? How do 

yo::..! n.;!) up a big deficit? the President: proposes and th", 

Co;.gres$ disposes, nnd it was -- it's popula;,; in the shor:: run t:c 

C,:t ~ax*s and ir.c::case spendi;:g, right? I mean, thet's pop~lnr, 


~t's <}tlSY" 1',:':. CU:: y~ur taxes iJrd send yOIl a check. Thilt's 
good, right? Thl problem is, is t:-,at at some pOlhl you run up 
d'4'bt after df!bt after dllbt a:'ter de::t. 

So what ar., I tryi:lg to do? ;.ir.at' s ;.<): popular? 1 'm 

1,.cying t.o cut spending and increase taxes -- r;)ostly on \rery 

wealt.hy Amfuicans, but not entirely. Because we all have to try 

to recover our financial future. .~nd I'm trying (.0 dO' it 11': a 

way t:,at: pre!lerVeS SCl':'.e money to invest in your eriw::AtlO;: a~d 


r:ew te::::h:1c:oqies fo.r your jobs. But there are a lot of p<.:ople 

who at: makj;l:;J money OL<t ::: a system that cutS tl:lxes and 

incru2ses sp()ndi;lg, <:in::! it's n::t very popular to raise thlil money 
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d:1C Cilt the spe:lQ,J,g. That'S :he ~ay it is here. Ttlet""-= are a 
lOt of peopl~ who are doing very .... eU ou:: of this sys::em. 

Now, why am i telling you this? 8ecause it is your 

fUlure on th~ line, and if you would like to have a system in 

which it is easier to borrow money to go to college, two or fOllr 

years, and which it will b~~ easIer to pay it back, and in which 

more of your tax money wj.ll be spent to benefit you and YOU1' 

education and your future, then you need to tell your members of 

congress, wi.\:hout regard 1;0 their political patty, that yOIl would 

like to ~avc a b3tte~ f~ture, and t~is is a change that you want 

m",de. 


--:"I-.i::; coun;:::y ;'$ avo:::}' \;tea:: ccur:t~·y. '" ;·,':'5 beer. 

O::Cl;~ld ~·o:- mon" tha;) 2CO years because ev~r'{ ~jm:: l·J.'J had ::0 ma'"e 

~enl·cha;;g~s, we ::id 1_. Now ~h¢ ::::t;allet:gw,<5 ",e I'flce nre vec'y' 

m:'12r: 'i<i::.~~r: our :;or.ciers. It really bothers ::-:e thn-::: ther:e <lre so 

IIwny ki.d'S every year who are lost to the future as weil 25 to 

themselves becaUSe of crime ano drugs. It really bothers me thAt 

so many people drop out of college and don't get the future that 

they ought to have just because of the money involved. It 

bothecs.:ne chat we spend so much more than any other councry i.n 

the wodd on health care, but we don't provide health coverage to 

all our people, And all the other advanced countries do. And lt 

oothers me tt~at we're not creat..ing JObS fer you, but. w~'re piling 

up debt for your fu;ure. 


\ 
And I believe we can do bet tee, But ....'Qo can only do 


it if we'll tell each other the truth, keep our eyes wide open, 

ar.d if you will say, hey, it is ::1.y future. Look,;: 've lived most 

of my life, Un1.;1"5$ I beat the odds and live to be 94, I'VE! lived 

half my life -- or 92. I can't even add anymore. {Laughter.} 

I've lived mor!) t:h/l.l~ half my life unless 1 live to b'~ 92 year.s 

old. It:. is your life that' 5 on t:he lin8. 1tis yowr future 

tr.ilt·S or:: th() Ltce. And our job pow is to open .il up for you <:lnd 

~o l'lJce ::he p ..'oble",s of tlois time so t:hat yO'J llilve ,:/"Ie S6!\\e 

cr.,~:lce \:0 L:\l8 ,-t~c l\mer~C$rl Orea;~, t!H'::; your forebears (l~d. T".~~\: 


:s our. Job, ,\;ld you ca:'! relp ''::S co it. l_,';.ppl.4.. use.1 


Ag{lin, let "lie say, : thank 'leu ~o, le!~;.;i"g md come 

here. lock J'o,w.ord to enswer10q yeur ques(;icDs. 3;)\: wnen I'::; 

go;")e, "if you don't remember ar.:ything else:: said, just: remember 

this: There's a plan in Washinqton to provid.e mo:;~ slucen\: leens 

at iJ more affordable race so that more people can go to college 

and stay, but we have to have the courage to change to adopt it. 


Thank you very much. {Applause. 

Q Thank you, ?reside~t Clinton. We understand 

that you r.ave so:;!e time "1he:::e you cO'Jld a:ls.,'er some: q~e$~io!1s 


from oc: stu{ie:1t$" So.i t yeu'd ha\'e a sea:.. lad~es flr.d ger.t:.lewe:l 

am! rais", your hand. we'll begin by as;';ing y·oJ some questions. 


Yes? 

Q I am v-'onderir,g what the governmont is doing 

about eilo families th,)t ilr .. (iefaulting on the student.; loons. 


THE PP.ESIDEt-!T; \,lell, we tLy ta collect: it, But the 

pcoblcrn now ;,s that very often the people I'lho don't pay ore 

Jnemp1.01'ed, or very o::ten the people who don't pal ~- there's 

another problem with t·~:'s, by t·~e way ~~ are people who got 

8ct:ca::ions from trade s;::l;.ools t:'1a-::' cculd:t't deL:..ver whilt they 

promised. ,hat is, t:')ey saicl we< l.l trab yot: 2nd YOL:' II be able 
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to ge~ a ~;o:::;-: job iH".d yo~' L be able to get a high salary, And a 

lot: 2~' these $:::I':oo':'s :>ave ;~ee" able to off chis system for 

ye,Hs beCfl'JS'" they C0"11d --:: woule £e': all thej r kids into 

thes'? programs throug:J stlCd&rt _oar.s, 3;',ci c:h0tl they didn't have 

to wor::y about wr,ethEn: ;:hay fi')isr,ecj ,"1",;:;: p,oc;::am or sot jobs, 

because they i:ilu?i1d~/ '1;';0 tOle SLdue:',L ~O,",,") -':0;,';"/ 


So 1"that vie' ro t ng to etO is, ,-L.1,-;J)<?L" 0;;;:':, b>2 

tougher V>.'itll the schools. If they' :'e not good ~c,,<:ols sr,d 

::bey're not really educating the st0cients so the <;;~c.den-~:s <::Jf'_ 

repay the loans, we're trying to stop chose s:::hools :;:rc::,. be.:..r.,; 

elig.'..ble ;:cr it" Nurnt).u t:wo, we':ce loo-king at ways to ::'o:.lgheC'l up 

:.1-.0 Gnfcrcerr,'~;-'lt. 

3>,\:: look a~ - here's the !rlay -- 1 want to change ,;,t. 

so w8 car; c~Jl~ct from ihlmcst everybody. It' I said to you, looK, 

j '11 give y::>t; a loar: ,st!::! you don't nave to repay it until you 

actual1';, ;;et it ::;ob so ye->,;;'::", Garn"';lg ;);l,:-,ey. ,r..nd then you may 

borcow -- le1:'5 say you bo:::row S5,{}80 ar-,d she borrows $10,000 and 

she oorro'!is $20,000 a',d yOJ ",.1 1 ::';1¥0 ::;Ob5 ear:l~C(; 830,000 A Y8ar, 

right? The people who oorrowed r"ore "W:I€y \"1QU.LO b~ 9i.ven the 

op::ion of paying that 10a:1 back as <: -=-~mited perc€n;::ag-e of th':o.i:r 

incolne, ~ven though ~t '(Iould take tnem lOflger ':0 r"'Y it b.;:ck. At;. 

least ::hey would be able to make d;e paymem:s ar:d tr:.ej· ,""O'Jldn' t 

be defar:.lti:)g. And then if they didn't. pay il: nae::. 'de \·lO:.l,~.~l 


k:lC>i that t:hey dian' t because the governmen:: w::;t:ld have ::he 

records, ar:d we wOl;ld enforce it just like ~IC ',mEo:::"ce taxG':S. 

T;J OCH r 'Hords, you ::01..1dn' t beat the bill. I f you had a J ;;0 .:nc. 

you ;-,20 an income, yOll would have; to pay it beck. 


B\Jl: righ:: ;JOW, 'h'.' q-':?l: the worst of aU worlds. Vie 

let so;;.eboC1Y else :TIake t!1B lean, t.nt: l'Je tell t;;o<,% if it's not 

pai(i ~3ck, l'Je 11 pay 90 ;:;<3rcf:n~ of ::h* ::'Otl'1, i,;:d chen <lEter All 

the time 90'::'> iJy, we've g::::t t::: : i.gu;;:e ou:" ho~; ~.:) col li;;t:L Lt Su 

we' n; doing iNt;tel', but: "e C?n do ;:,e.cn, t;l:lCh b';L:.er it we cLean 

out: a Jot of th", sy:stclTI that's there 2n:: '.:0 2';: i:. directly. 


Q Going back to- thac: po~r.t yoe. rr.a:le :::::e~Qre abovt 

drugs, r "las Honden,ng which direcc:..on ::he nacional drcg poli:;;.'! 

is going, ~~hj~ther you W80t to support rnot:e .lat·, en:o::::;e.w,,;1',: i,l 

ge::;:inq d:::ugs off th~ streets, or if you're going to move :nO:-:e 

towa:ds :-:ehaJ?1.litatl0n end education? . 


7:1E PRCSI0E~T: ";ell. I don't think you can do or.e 

w:::r-:ou:,: the G';:J:e:::, Bl<t let r..e .$tiy I believe we need to j.r1crease 

the enphasl.s ?I~ e:;'..lca::.Lon, prSV8r'1ti0:1 and rehabilltati.on because 

we know that's v.hat ..;orks, That is, fOr severd! ,!0acs in the 

19BGs, d:cug use we:,t cown dHlO!lg m;;S;: groups of yOl.IT\(J pcz'plo, 

largely beci1use they figured :Jet ::: 'r,cu.'..d kill them. in athe!: 

words, people de:::l.ded to d:cnge their ;:;ehavior from ::he ~nsioe 


out. 


Now, tn21; does not -- YOu ca:1':: sac::rit:.ce lakf 

ei:force:;:ent ':0 that T think we should do ~WQ 8::r-.e::- t;,ings, Let 

m0 jest LJn it 00t real quickly, The second tn:'LS we .5:1':1..:1d do 

u; ';:0 ador::t law enforcem*nt: strategies that will reinforce 8 

::ak:.r~; n,.spO:ls:.bil::.ty tal' th.?mselves and increase the J ike1ihood 

::'1<'>::' t:Y1y ,.:11 1. move 0 (f d :-t:gs OI' out of the drug C:.J ~ LL::e" I 11 

j.lsc. give ,/0'1 :.:wo excnples. 


Or.0' ~s C:::;J,,'n;Jnlt.y pOlicing. Tllirty-fivi:> yedL"J ,:')(10 

there ;.:ere t:1ree poli::emen on :.:r.e 5::.reet lH t-imer-.Lea .10L~ eV<;rr'y 

crime t;:(;JJllIT.i.C":8d. Today, th",:::e are :hree cr.Lme:;, for every 

policeman. rt's ve:::y hard, therefore, to have enougb police to 
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walk the streets, to know the neighbors, to know the kids, $nd to 

be a force for preve~ting crime. Where that has happenec, it ~as 


worked, 


,:,r.,~ man":: namoc. ·to be the drug czar in Q.H' 


admir:istraticc, Lee Brow!":, w';15 the pol~ce ch.:.ef in Atlanta, 

Housto!l, al:d New York Clty. And whe:. he left j~ew York, :1:1 the 

ar(JilS where they had put in police -- community po.licing, the 

ct'iftle !'ate I"as gatng down in some of those neiqhborhoods for the 

t'irst t::ne in 30 years the.,: had been a re-,;ersal in t;;le c.!"ime 

[.;>te, So I think YOll have to do tl1at. 


}\r;d the flf1al thing: want to say is we still ;,av€: a 

bHJ Sl:ak8 in wo:·klng ",itt:. our fr-'--e:1ds and a12~'~$ in ottLee 

(;oul1lries to .:ry ~o stop drugs [rbm cul~.';'ng int;o t;h~_s cOIJr:try. 

And we are in the proceSs now of re~kamir.ing- whet:H?r there's 

any::.hing els~ we can do to reduce ehe flo'd of crugs ir,"':o the 

country, But I'll tell yell one thing, i: we all decided we'd 

stop taking them, the flow would dry up because there wouldn't be 

any demand. So we've got t.o -- we can't JuSt worry about; blaming 

peQP~e from outside. (Applause.) 


::;0 aheed. Where's ::he'mlcrophone? i'(~s? 

Q A big issue that r.as bee~ in t;)O n\H..,sp,'ipe:: imci 

0;) -:he 'lews is :-:.:-lita.cy cU::.bbCks. Wha::. 1')11 curious <1?out is ::.hat 


what is being cut back .:.n bases, ar::lS, manpower. My ceriosity 

is because I've enlisted in the U.S. Army. And is it going to 

effect my future if I decide to beCOme -- I mean, use it as a 

career and go my 20 years or anything like that. will it affect 

rr.e? 

THE PRESIDENT: Cton yeu all he:zr h,:-s question? He 

said he was ·:::;cr.cerned -- l' J,:' .t{Jpea::: the QUf:5t:::W.. He SELle :'Ie 

was conC>2~.. n'.Jd about milltary cutbacks. He WAh:::'; \:0 k:l0W 'dt:<1t the 

fhHure of the cutbncks are, hew far t..'1-,!y 14111 r.Jo. H.?'s enlisted 

1n t;,e I'l,n~y. Will :;:hat t::1dern,lne IllS abil:ty ;;0 !tak~ th(, ,'l,rrry :; 

t:.H'-"er becDlJse o!" the cutbacks, 


Let me say, first of alL you knew why i;he cutO.3Cks 

ace occur~ing. The cutbacks are occurring becRuse an e~o.cmous 


percen:.age 01:: our ,'nlitary fcrce was ci:cec~ed against t"e Soviet 

UrLtOti and '..t: no longer exists. A lot of our m-lc:'ea.c arsena: was 

t;i;cause ::;!1CY hild a o:.g nuclear flf'sen.nl end we :"'01:0 :~oGiticned 


against them and we had planes and ships s1.lpporr.:ing thnt, as well 

as people on the 9!."ound with :!.and-b"sod mIssiles. A lot t)[ our 

mil~Lary forces were pos~tio~ed aga~nst their -- all the troops 

t:ney used ;:'0 have in Sastern 8urope, which have been withdrawn, 

and the military positioning they had around the world. So we 

h,lve been able (;0 -- in ':acL, we·ve been ob!it)<:lted :':0 reduce 

de tense spending, starr::ing i-:1 abo\:t '86 o~ '8i beCi>USi; Ot che 

et;)ceding r.i1ture of tho threat. f,r.d that's good on tno whole, 


Now, the wor:'d is sdll /l pretty cia!l~;'~"·ous piace, 

.t:nd -:r.e lJ:Ji:':ed S:;ates is still she cnly corr,prehensive ::.llltary 

po~~er. A::1d we have to be careful hew ..:e reduce that defense 

spending and r.ow much we do it. 


Right now, we're basically doing -- we're doing it 

ac!'oss the coard in three areas: We'ro reducir.g military 

pe!'sonnel witt". the view toward gc~nq dow;; to a base force of 

Dbout 1.4 mi~11or; over the next t'':'ve }'ears, down [com over 2.5 

;r;illio;, j'.Jst ;, :'e..: yedrs ago, :;0 tila::'s a lc~ or peoph~ thd~ 


llB,,"e h'~er. rrUSi:oreCJ ow::, inc:(.;dlr<C] 1'l11 VC;V)C(;Otri. pU(',;J:t.· I~hc 
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\~.'Hll.0d to ser've L:he.ir country, rn2.IIY of wr.OI1\ wO\.:]Ci lib:; I~O :i<:,ve 


';n:iJyed LC)(lqer. 


So ::he a .. 50!:!:" t:: your T.H?Scion is, "',,;e ~,.ave e 
s::1al~er case force, It 11:.11 be mc:re cc:;:;pet::"PJe :'0 get in::o ,H;d 
to stay 1n tl\e Armed forces. Tne recruitment has already been 
scaled back" So 1-f you've been recruited and if you're going In 
under the nE1\~', sr::alle:r :recruitment quotas, you'll prooabLy hove 2 
rebsonoble c!lar_ce to stay i;, <: seed, long while =-f you C;,005e to 
d<: it, eut: not so rr.!H'.y gOOd you:"'\g peop,~e wL',l, :r. th<lt ,,!bY, 
'it's kind of sad, beCCluse the mili1;.;Iry has dor.e a ma:.;r.ifice::tt JOD 
of LraiflilltJ ~Ind educating people, of lnculcatil1g them with good 
VDlJ8S "no good work habits as weii BS good edUCDtiQn.' So that's 
000 o{ lhe -_. kind ;:f thl!! dcwr sides, 

The s<?cond ::hing we' t"~ is <.:103in\1 b8S0S, and 
that's very unpopular, But you can't just cut the torce" ano not 
close tr.e bassE. And the third th,ifi\, w0've hed·to do 1-5 to cut 
~ack on a r,JF,ber 0: weapcns proc:...l::e:nents, w;:,:.cr. cost ::obS i:, t.l',e 
defenso indJs-::ry, 

So, on balancs, this has been a good thing, but I 

\~T.1nt you to understand there are some bad consequences to it, 

An7. one of the s;;.ruqgles that I expee'..: to r.ave c0-:1st0ntly for 

the '10xL fo'..lc J'<?Q-t:'S :,5 to t:cy to cor:vlnce ;:eople i~', ~!:e Co;"gress 

thQ-t ''';:: de ellt de={;nse ""';0 need tc be ::-ei:lvesting t:--..a;:: money :'r: 

<i~jucalion and technology in America to creaLe jobs ::0 J'eplnce 

these .LOSL tn :£efer:se. tApplauc;e. j lmd t:l£;nv. you Lor h';lJHl 


Q Mr. Prestdent, I Lhi~f. the AlIIec.!.ca:l People t",3ve 
become increasingly disenchanted w;Lo;h the leek of progress in our 
gcv(!~·nme::'1t. How ;:'IrE! you going to :::onV1l'lCe the American people 
ana <::i;:' the r..emiy!!rs of Congress that your progr£!r..s are good ones 
an:;: he", 6re yot: :;;oing to breaf". t'!1e filib~st";;l<S thiJt have Dee~ -­

THE PRESIDENT: Well, we'v\< only had one -- we've 
nroke them all but one. Kegp in mind that I've just been there 
10:) days and I r.ad 12 yellt:::s of a dlfferent di:::ecti:r. betore I 
':00% offlce ~::'s he;:,c to ::L".;:'n ::.t a:rot',nd l:-'. :'CC daVE. I't:'. 
actually Cj\l;.te opt",:nisc:ic. 

The Congress passed the outline of the budgGt 1 
preser-,to-.,d ..:r.lch, as I expla:..r.ea ear':_er, is c. ver:y ;:Q.Jgh thiilg, 
yo.; ;cic ..:< ::0 cri:19 ttH~ de.f.:..cit ::::'OW-:1. i:: 3. nOic:::r:-d t '..:ne The ::irst 
time in 17 y.~ars under Dembcrats and ;{epublican presiderts ::;'0 

Congress had every p';lssed the budget resolution 'lJithin the time 
.lUfU.t. So I think we're moving fairly ;:"npid1y. 

\,'le passed -- JUs';: shortly after:- I ::ook o:fice, 
Congress passed the Farr,ily and t"~08.jca~ Leave Ac::, gl1aran,::eein~ 

people th8 right to take a little time off from work whan they 
h~lve a sick child Or a sick parent or a baby is born without 
~osinS '::h8ir jobs. That ....'aa gone thro\Jgh eig_'1t year'S ae fishts 
d:;{i ~w:; veto;~s. The Ccr:(.:~"ess is t:'yin\1 tc pass I.oed'. t.hi s "~oto, 

voter ;~;ll. \;ltI.:.C;' WOJld t'ea~l:/ :;p,~'1 up th\; pO~';':l;;;<l! t;r::tce5S to 
mill.lO;lB of !lJf:ericllns" So r th.:.r;k 'i,iE are :nakiflS ;:::ro>;;::e33. 

NOf:. 1e':: me also tel.l you that sowe of '~hls stuff is 
real:'! ;)ar.d. I :nean the reasor.s t.hat these t:'ings hiJve not bee;; 
do;"e before ,~s ::hat Ne'V€ dene easy th.:.r.;:;s fo:: '..2 yenrs. I:J:'[I::' 
r'ln asking tl:e Congress ':0 do <l~,~ l:":IiOg5 that are ,;e<1111' t;~,:r;J .!mC<, 
it m<ly take 8 while to do it. But I'm not prepared to say at the 
,,",ament ar.yl'vay that ,1o've lost the battle to gridlock, T de think 

Iilli200 I 
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~~ I don' t <HJr'~e with the ffilnori of 5~na-::v:-s w:-to filibus~ered 


Lhe Jobs bill" But that ,'ias not j'Jst a polit::'cal baLLe, ti'.6t 

was iOn ide8 bD1::t ':..e. A lcc of them thought tha:: w~ s:l.?L:ldn c 
spe:1~j W''i money or. anytn:cr.s until HQ pass the Qvend L 0l'tigBL 
·""h.\c~ rr",ouces thE; defici:;, ever. though I knHJ Wi":; Here (joing co_ 

My view was, \~e' re 90i .".g ;:0 ;:883 this o~:dqe::. ;-\"e' re 

gOll,g to' p",ouce I:lle deficit <lnd v:c've gol: to ge~ SQ'~'e J~}bs if' 

:.r,is economy. So that was an 1.$500' 1 ciidn t wir. on. 1;n :'IC:: 

:;.:oil'l:;J to 'din every ~5sue l'rn fJ.-ghting. But I be,ll~ve thAt "e 

have a real c:'j:'l(;ce ::0 7;',ake this government work, and I' ITt 


basical quite o;::::.lmis:ic a bout i;:. 


The one thing I would urge yoe !')(;~ to do, D;)Y of 

y2>C, tS to ;Jut toe much faith in J:.1SC the day-::o-day devclopm-en-:: 

cf the 'jews. '::"Ct; have to take e lotlg~tenn view of t"l!$ Ard 

\4'O'V2 >,,0 Lh;.s heal:.h care probl0tn fo:.' a lonq tin0, 1,'/.,;'>,:e ;~&d 


t:.~'is F.conOJl1'c r.:rob2.em for a lo!)g ::ima, And in JUs~ & very shoet 

tim€.' ,,,,0" ve ot;en a~)2.e t:; p~t ::0,ess issues b2Ck on the o&tiorltd 

,:lgenC1L1 alld '11ove them f:;rwa.::d, So I -:..hi:,k -- I :;,:81. would ur'g,,-, 

you ~o -- whllt you need to do is to remina (~v2J:ybocj yen: can 

remind - if you want to kn()w Wh':lt yoe. can do ard >"th&t :!-.8 

P-~11er_c.!!n peQplS' can do, it's to try to ma.'<:e everybody '...hi:1f: i:-, cl 

"ess per:i sa:", ......a 1 , not \~o;:ry abollt the fights betwe'=.n Rep~b.lican5 


3:ld De!l1ocr'9.~.:.} a:l(i t!llnk Il',ore every day about 'if'ih81; IHe the 

probl&ms or th.:s Cou:1try? }\;;d if y::::u don 't l.;'%~ what President 

Clinton said, .-<hat's ytn:.:: alterr:ative? 


I:"l other words, let':$ just keep :;,oving the oa~l 


f8CWdr(L Hhclt, try' to do is to put these pn::bler,s ni at: the 

n,'l::icilat D;:;el'd<~ d:-"d ~ry :'0 asr. people to 121'/ down t>;eir p!';I'ti5ClC 

<n:mor find loo\;' a-: the;::e pro:~lems :.r, ~ ne\'-! and different. way and 

kr"ep pushlng t,',e bD..il fer',;'a!:::', So if yo:) cOr.'l li.kc~ what 1 wa'lt 

(;0 do nbQut it, then if yo.;' ,e t'!o~ ~Oi.C(j t:: ;:;;,J;:po::::t ::h,-,c tnen. 

co'n" up WiLh S0111e alte.cniltive so we can do someLi",1n~~, :'b" ",orst. 

thi'lg W0 eDt'! do i5 stay in paralysis. L'""t' s do 30r::0tr.io'.;, ~·t',a.t 


: t:'ir:k ;)cgh~ t:: be "!::~e :nessage. (!:\'pplause,) 


Q In t:12 past, the finaccial aid l)as been based 

upon a quota system :0:" cacial an~ etht:ic ;;-,n·,orl.ties, I'm 

wondering If you're plann1;):;! to continl;:8 thls -quota 9y',"!::em ::r 

wi II it be based on talent and merit ilr:d needs str.iLg:lt aC::-05S 

t he bee r.d' 


"'.-.2 ?;:;S:JES:: 'lhere :nay be cerc<Jin n1norit::y 

scl"lo10f,S').ip !)I'ogram'5: :"1". ccrtair un::.v(?,slt:.ies Rut the pro(.p·om 

that I wOllld speak of, bo;h nacional se[vi~. a~d c~e st~d2nL loan 

p::oqY(lm, WQUlci he a'Ja.:.l~:o;,e aCfQss-'.:r,e-ooa,d ~ ;t'l-::cn -- L,rd 

b<l1; i0'J1,; -- and the studenT: loan proc;:r&Jt1 s:'culd be avri1.1cb-:e 

,',::::ross-c;,',::-board vi::t:\.lolly withOllt regard to income ecce j'b'J ca.;") 

g~larcn:.ee t:.':iflt the repayment is going to be t:here so you don' ~ 


j'l$'Je to worr~i o::-:; ... t ':'O<'~\ too much tr.oney. That's 11hat r think. 

r favor broad-based ar.d ::"r:clusive programs ar:d natJ.cnal service 

wilJ also be broad~l.;:ased <lnd .:..rclusive. 


I think Y01..\ bave to make effor~s to i:1;;;~l.:da pecple 

:::0-:. 0.1' .c'ac(~s a:i.d income g:rOl.lpS, end I would want to see tha-: 

,:Q~H, beCB'.Jse ;.,8 ~a\[~ a big st<:xe b ::'laking sure thet' we close t:1G 

(lISPHYit.V "nd ':'Lcome ~r: :;:ace of peopl.e getting 2n edUCM,lOr'l. 

D'~C'JUSI; i.t you co;r,€; ()U~ Lhc othet· em; or the 0(j;J::::l~ionbJ system, 

L,,';;11 Lhc lIlC()1T!8 tiil iere01c2s teIH:; I:C v"'.')':'sr. 8<:1..;: den'" U,jq), 

a',yor:€: $;·lcuJd be exclud8d, ilt!(! I dOr,' t want to :'0'...io:) :=::is 

p~'ogri).;;" I \",tlnt to open Lhis program to all P'1l,erl.C[lns, 

(Applause. ; 
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Q Mr. Clinton, I'd like" to know what your views 
are or. the space prog~~m -- if you are ln favor of cutting 
anything or improvir-'~ ar.yth~r.g? . 

THE: PRESIDENT: In general, :;: suppo:"t. st;:or,gly the 

space pro9ram and the NASA budget. 1 have SOrt.€- probl€-p$ wit.h the 

space s;:atio;') itself for a couple of reasons. One is i~'s 


r:.Jnr:Li<j -- i'\.'s a hugely expe;)siv<1l program, and there's ti lot of 

d€~ate with.i;, NASh itself about whe;;hot' th~ old desiqns l;hould be 

continued -- whether' we- -:l~ed that space stll\,;io~\ desil1f'l. 


Secondly, it's !lad stagge:::ing cOSt cvec:::uns. Every 

t.ljlle 'tJe :;L~'n i1round they're comi:1g l)a(;tc fOE hcr:dreds :::;i: ·rrillions 

0: wo::e cQl:'3rs. And wlth the defic.U: the way it is and all. 

these other problems, we can't afford it. So what NASA is doing 

no\.,/ .is tcying to retiesigr, toe space stat.lOn and come up with a 

muLci-year spo:::e pro~::a:::-! trL;l:;: r hope we can 'Jet strong bipartisan 

support for. 


I think it would be a big miSLake fo;: Arne~ica to 

,~r<;s:;ically C'Jt bClCk its role in sp.::.ce. And whe;, -- oow, I've 

b'~f!n c:':~i::;:ze~j rot' cCltLinq bilel; Or) the SP{IC'~ st.i:ltion, b\il: ~ 


!"'VQIl· t CD:; back the ''''_~SA. bl<d\1~t, vic 1HlV0 cu~ bil(.;k the ",lte of 

incl'ease "hat t.hey wan::. to cov,:t::' ail ~1ie (.;os:. '"}v·:r!·~:;IS fr,.).' 

;,nything ::.hil:: happer:s. 1 j,:St oon'.: thin;': w~ C,';: do C~1<i<': w,i:..h 

the 01,\ spnCQ StUllOn desiqr;, 


So wl.!'re now looking at three al:erna::ives fel' the 

space sta:icn to take a new and modified course. But I think it 

wot:.ld be <:I great mis::ake ::or Ame:r~ca to withdraw from space 

explor.ation 8r.d froc wo::::_"- in space. For. One thing, it: '5 one of 

the woys thar: we may ::ind 11nswel:S to a lot of cur envi'ron:nOlDtal 

pt'oblems as well as to continu<;f to b'JL.d our scientlfic and 

technological base after we cut defense. $0 I hope we can 

cc~clnua to support it. (Applause,) 


o ~r. P~esid.nt. - ­

HE PRESIDENT: Go 4ihead, rle'll t.::ke one more and 

chon 1·11 toke this yO:..);'Si m..n's, Go ",head. 


Q Mr. P!'esident, 1 was wondering with all the 

news about Bosnia how -- do you see any differences in supporting 

-- send~~~ croops to Bosnia where you were stronqJy opposed to 

civd w::Ir ~n V:etntlm ~11 the l?;te '60s, 


THE PRESIDENT: Well, first 0: all, I do. I did not 

-- tha .. '$ a qood question, 8ut 1 have ;'lever a(:vocated sendi.ng 

;rocps -- tMe United States unil<1t,er:ally send ins troops 1;0 Bosnia 

;0,fl0n:. en one sic;e or. ttl>:. ot:'<lr oC t:iH) c.\vi,; \,'<;r, 


The:e ate -- let ::Ie JUSt say wh~t '" cO:lIplicatGd 

<:IOCUt it, There plainly 1s e c:v.il Wilt" :'c Bosniz. l:h.",;: is, dl1iong 

other ::h:ng.s, i< fight prill'orily bet",e~~, tl'e S'-=cbs il;lt'! Lhe 

Muslims, but also involving tna (;'otl.::l6.:1s. :-;: is CQwplica'..:ed by 

t.h~ fact that Serbia, a separate COuntry. has intervened in it, 

and complicated by the fact that t.he United Nations before Bosnia 

-- the ~atic~ of 30s~ia was even recognized, imposed an arms 

Gmbargo j.l"; tr.e area. Eu:; the p;,:;ctlc",l impact of the arms 

<::lmbargo thil': tne Un.l.ted Nat::ons i:npOS€ld \~as to give the entlre 

.....edponry of the Yugoslav A:::my to the Serbian Bosnians and deprive 

any kind Ot equal weaponry to the people fighting agCtinst them. 

So Lhe ·global community had ~~ no:: 0:1 po.:.rpase, b,~t. :r:advertently, 
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has had a hUfje impact on the .outcome of that war in ways that 
have been very bad, 

My positiOn. has beer: p:;etty s:..mple <J;)C 

straight:£orw,1rd fr.om the beginning, 1 think that wlthout the 

U~ited States unilaterally getting in, or withoct e'ire:l -- I don't 

tri;)" tnc Jnlte(; !1aUons should enter the war on one si.n<? cr tn.;: 

Ot::$I:'. 8'.lt r thinA:. t!"icre is m',,1:;h more that we can do to in;:::1,.:.ce 

the parties t:o stop the fighting, to do what we can to stop this 

idea of ethnLc cleansing -- murdering people, r.nping childr.en and 

doing LeL'rible acts or violer:c.. sole:'y becac:s8 01' peop2.e's 

relig-lon. There, in fact" ;;h;1 etZ'1nic bas:ls -- biologically, 

there is r..Ot much difference between the Muslims, the Croadans 

ami the S(;rrd~ans t:here. It's all -- the ethnic dii:erences are 

t-OO~ .,"': i n re~ i q'co~:,,; <l;,d hi storied 1 [De tors _ 


Ami thirdly, we want to t:ry to con! inc: Lhat: con£lict 

so it (JOf.!sn't: spread in;:o other places and involve other 

counl.:ri.es, like [,lbilnia a;-,d Greece t,ni T~l.r:<.€'y, with:h cculd huvc 

;:he :rnp<lct of undermining the- peace in E,.lrop,;:, lwd -:l'.e grmJth 2n(1 

stability of democracies there. 


30 t tr.ink t;-"a United Nations -- che world comrr,l,;:)i;;;y 

can do :::o::e i:"l ~;1a·; reqard. Tha<:'s quite a different t:hing t;~.,,'m 


what happened in Vietnam '...here :;:he United States essentially got:: 

involved in wha: was a civil w.ar 0 .• or.e s~de or the othel:," There 

,:;re SOill'~ relf,ackable sii:nl.;;rities to l:; '"h:',c;', sr.ou~ci t;ive ws 

cdL<tior.. aooJl; doing t.hat. There a:;'j sirr:i:'ari:l € 's :0 tt~at, T!"i(:?r:e 

are similaricies to Lebanon. eu~ t:hat does !"iot: mean, i\)~;t. 


beca"Jse -- I wouldn';;; prcpose doing exaccly '-I!'--wt lhe Unttecl 

S;"atcB diu in Viet;;ZI:", That does not ,meal, tnat I:he Un; ted Stcces 

should no!;: cor.sine:: coing so;:;ething more, ~special}y if we can 

geL the Europeans who are, after all, closer to it, who have a 

mon:; immediate scake i:1 .:!.t, to try co help us to stop the ethnic 

cleAnS,ing, l,he continU8d fighting and :;",cirniz<! (!rama:::ically the 

risk ;)f the war spreading. 


So chat's what we're struggli:lg far a:1 ar,SHer to, 

r:'!; t, veer, very difficult prob101l1, (App]"use.) 


Q Mr, President. what do you feel Iva as studerlCS 

CDn do to bener tile U.S. educatior:al syste::l? (Apt::!ause.) 


TrU: PRESIDENT: R'"ad more. (Ap?:aus~) Reed 

more, I think you can ceilc mote. 1 think you can -establi.osh 

Deoring groups in schools where the s:;lJden:;:s that are doi:!g well 

he';';> those w:1:'ch ar-en';:, '!'he.::e';,;, a lot oJ: evidence ;:!Jnt by c:r,e 

time somebody reacr.es your 3ge that you all have more influence 

on one another than I wo~ld on any of you, And there's a lot of 

evidence in schools thnt: ilre succeec:.r,g :hat when stildents work 

with each o-:h(l!r either.' i:'l the same classroom :::>r across G:>Zide 

lines, chat the overall performance of t.he schoo:' goes '-lp. 


Interestingly enough, there are a 10: of 5t;Joi.es 

even showlt:g 1'1;: e:"emeotary schools thtlt this 1.5 Lr-ue, and 

ce::::ainly 1.:,ue in r.igh schools. So I think the -- one of toe 

thi'HjS Chi;;' I have seen ',..'crk repeatedly over the las!. dozen yeurs 

ch;:: 1 've spent cC\.l.:1t:'e-<>s hoJ.!:'s i:l sc:--,oo·,s w:'t:h s::udent:s and 

t:<'h'lche:"s is li18l -- that: Kl;;d or tvctki:!'J toq'~~he:r. 


The third thing that :: think you can do is to speak 

Ol;.t :r. a way for <1 ct;lture of learning and fer geod 'lal'J. €s i:1 ::;--,e 

sc~)col.s , ! t::'--L:r..k that's ir;portant, I think i.f the s;,:u(ler..ts ,..,.a;;t 

a school ;;;0 be a place where learning is valued and "Ihcr~ 
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eVE:rybody coonts, and where violence or drJgs Ot other cae. 

behavior nee not coler.at~(l, the students can r,2.vQ mote to do with 

g~-;;ting :'-'--d {if i::: thnn r.nything else, If it 1s a ban thil:~, 1': 

Bvet'ybody 1o:>k.o;! ::owr\ on i:::, Ar:d [ think that C.!In wake a huge 

difference, 


It's so limited Itlhat the rest 0: us can do ~o help 

th~ schools unless there is a riqhc sor:: or :'ee! i:)(J in che hearts 

0:' ::he younq poople invoLved, An8. I tbi:lI( ar,yth!-;-;g \,"" ~<jr. do to 

cO:1\'i')ce al.l stJ(ients :.:hbt thoy count, that t;,,",/ !tIZO::G:;'. t.,at we 

:1ee::: Lliem illl, tJwc th~y shooldn' t drop out, thnt: they cn;", :ea:',f) 

-- a:1y:.r.ing 'He can. dc in ::hat regard school by sc;,col, class by 

class, year oy year, 1$ 90i:l9 to make education in this count:.-y a 

lor;: better.. 


The last thinq 1 :hink you can CO is to cecicle what 

you think is wrong wier, educatlon Elr.d how I«e can ;n<::.ke it better 

iH'l(i tell p';'Op1.8 like me abo'Jt l.t. In o~r_':~' v:o.::ds, l.e:'1 us from 

yeur 90CSf)ective hoI;,' l'ie eMl make Y0l,lt· schoc:~~ c :Cot o",ttcc wr.at 

t::ll; ;'1r;ed, r,o"'" we Ci)n 9iv'~ 'Iou a bet::er t\,J(;Wt'Q, what wa':"e :10:' 

riO)::q ::l.!ll-:: we could br: doi:lg, (Applause.) these arc the Lni:1gs 

you CZlr: dQ, !AppLause.) 


o President Cl i;.ccn, r ofH:1erst.6r:d we have time 

fol.' one mote quest:ion. 


Q Yf,;S, i. have a quest.:on c'l.bo'..lt wom2r: in ~;,e 


miLtary, I heard that they're going to 0;:; dole to go :n co"",bat 

now. lAppia',lse, j Is it true tha't -- are chey going to be -- is 

it going to become a law that they're going to be drafted also? 


THE: PRE:S!"DSNT: I'm sorry I di.dn't he.,r YOll. Go 
i)he2:ld. 

Q l'v~ henrd rumors t;-,at worn,;); t;te I,;C\n9 to be 

a:'}le to be in combat now in the mil.:.;:a:cy. So T'm wOlwe::ing, a.ce 

they gOlnq to be able to be drafted lik0 men? 


THE PRESIDENT: First of all, men are not drafted. 

We have an all vo:;'ur:teer service. There are no drtlftees. A,-.y::tr,e 

who goes into ::he se::-v.:..ce is l::'!(e till.'] young mono The m8n or 

WO(fi",n choose to g:. ?r:d -...e :-Jave 2. .:c.ot of p€opl~ who wOlnt to go 

now oect\.u:se of the jus-cifiably high est:0.!".,m in Hhich our military 

is held. I can tell you that you can ta:k to any career service 

officer and he or she will tell you that we have the best 

educa::<;~d, ues:: trained, best equipped, highest mocale :1lil ic:ary 

s~r\lice wfJ have ever had. And it 81so, by t'le wry. is ~:)e ~OSl.: 


ciive,se one we've ever hild, opening 01' more oppor::l,;r:l:::es :0 

:.-.omcn n:!o J.;C oL~ IM;'!;"b2:5 of zdl C,;;C';$ l;rtlt w0"v,; f.!V';!l" hod. /\:)(.1 

VI;\.. i~'s I:'H bes:..-e:H.:ca:'12d, be.st-::rained. b€:st-equippet~, be.sL­

ilb;1;: r.lilltOfY service we :'$.'.'1;:: ever had, ;;;U"ough 1\:.'5 tlnd~r it lot 

ot' Sl;ress now because at all the d.own-sizing. 


The service Chiefs in ~he Joint Ch~efs of Staff have 

decided tho.t they ought to open up .sowe mere CC:nbfll. roles to 

·,.,romen, prL")cipa~ly on combat ships. The Navy, for eXDrrp!e -- I 

'oet 2l 10:: of YOL: dor.' t know this -- l;he Navy nc:::nv has t!lree 

nO:1:;;o~ba',; sf.ips cnder tr.e command of women -- the Ur.itec:i States 

Navy dOGis. (Applause. I 


Bue jI..dmiral Kelso, the Chief of ~i'i.?al Operations, 

hild decioed that some more comba::. s!1ip roles ShOuld be open to 

wo::;e;;. Anti then the!:'e was also') dec:sion ~ade t:1"~ worr,e:--, ::lL:Sh::. 

t.o b'ft ditjible to fly combat missions 1., the, fdC~ ::;f c':'ea:­

http://www,pun.whilchousc.gov/un-res/12 R?ilm:pdi :llom'l.cop.gov_us! 1993/5! J 1/2, text, I 111112001 
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evidence Lholt: tr.e 8ir;:':"ar,es they fly todny reqUlre 1":ot strength 
so much as n~sponse, the capacity foc q'.lic>( i<.n~ c.gll* response. 
And there's <1 lot of evidence that wc;uen are at least as good in 
some of thcs{) functions (1$ m~n. so the Jc.:..r.t Chiefs m;::.de that 
clecision. That: was a military decision in wh:!..d: d.:..d ~ot 
intervene at all. I think if the evidence $Jpports it, it's a 
very good decision. But I want you co know it: was made based en 
the e'lidence in the case and made by the military and ~r_ey 
dese rile the credl;;:. (Applause. ) 

Well, 1 could do this all day long. You have been 

t.err:':ic .and I'm very proud o( you hnd you've bskcd wO:l(i"rful 

questions, all of t."Ie:n Wf;!rE! vcr.,. (JOD(!. THis:: '/"11 \~0;;. ~~".i\,.~ ,-, 


(jooa (j"y. And don'" stOP t;,inking oflboul these edt.1I:.;il;.,io~i11 


issues. Thank you very tn~lch" iflpplause,) 


END10:45 A.r·L eDT 
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UNITED STATES DEPARTMENT OF EDUCATION 

THE SECRETARY 

May II, 1993 

Honorable William D. Ford 

Chairman 

Committee on Education and labor 

House of Representatives 

Washington, DC 20515 


Dear Chairman Ford: 

Last week, lIle President transmitted to Congress two related legislative proposals - lIle 
"National Service Trust Act of 1993" and the "Student Loan Reform Act of 1993.· 
You may have heard misleading reportS about our studenttoan proposal put out by 
organizations willl a major financial stake in the status quo. As yOll prepare to mark up 
the Student Loan Refonn Act of 1993, I want to address lIlese concerns and urge you to 
support this proposal. 

Our prirnary objective in revamping the student loan system is to serve students better. 
This proposal for a new streamlined system would slmplify the administrative tasks of 
educational institutions, make the student loan system easier to understand, and provide 
students with g ..... ter choice in repayment plans. The improvements that we are 
proposing would also translate into significantly lower costs to taxpayers and students. 

Our proposal would: 

Make repayment easier. 

Simplify the system. 

Reduce costs for taxpayers without reducing access to loans for students . 


. Reduce costs for students. 

Under the Student Loan Reform Act of 1993, the Department of Education would 
implement a <li=t student loan program that would provide all students with • range of 

. flexible repayment options, including income contingent repayment. Under this 
program, students who choose to take low-paying community service jobs, whether part 
of the National Service program or not, will be able to repay their loans as a percentage 
of their income to avoid excessive debt burden. Students and parents will continue to 
have aecess to the same amount of loan capital as they have had in the past, and some 
of the savings achieved by this proposal will be passed on to students by reducing the 
interest rate on student loans . 
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The major savings from direct lending derive from eliminating the profits in the current 
system and using Federal borrowing for student loans rather than private capital 
guaranteed by the Federal Government. The savings estimates of $4.3 billion by 1998 
include a significant allowance for administrative costs to the Department of Education, 
its contractors, and educational institutions, and reduced interest rates for students at 
full implementation. Our proposal provides "steady state" savings of $2 billion upon 
full implementation, even after sharing some savings with students. 

The Department's primary role under this.proposal will be to monitor the program - a 
task that we are confident we can perform effectively. We will build a new 
public/private partnership, selecting contractors on a competitive basis to act as 
alternative originators, and to service loans. The current system uses private lenders to 
provide capital to students, but it does not use competitive forces to reduce costs. 
Rather, lenders are reimbursed at a ftxed rate· Treasury bill plus 3.1 % interest rate· 
that provided them with a significant profit. The direct lending system, however, 
would draw on the strengths of the private sector through competitive market forces. 

For institutions of higher education; the only new activities required under direct 
lending will be loan originating and reconciling amounts disbursed. Many schools 
already perform origination functions under existing loan programs. Under the 
President's proposal, eligible schools will originate loans if they choose to do so, and 
they will receive a small fee from the Department of Education to help cover costs. 
Nonetheless, not every institution will be able to originate loans, and some may not 
want to. In these cases, an alternative originator will be available at no cost to the 
institution. 

I have enclosed some background material that discusses the major reasons to support 
direct lending and addresses many of the specific issues raised by the opponents of 
direct lending. I recently sent a version of this information to the presidents of all 
postsecondary institutions. If I can be of further assistance, please contact me at 
401·3000 or Deputy Secretary Madeleine Kunin at 401·1000. 

We are c.onfident that a new system will prove easier to use, more efficient for 
institutions and students, and much less costly than the current student loan structure. 
We look forward to your sUPIX>" of this bill to serve students, families, schools, and 
taxpayers better. 

Yours sincerely, 

Enclosun: 
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Direct Lending 

Background MaterIal for Members of Congress 

Mil)', 199J 

Greater Effl<;1<n<:I and 
Slmpllcllll 

Co~ Savingo to Student 
Bcl"f"Qwens 

Major Reasons For Direct Lending 

The current system of 7,800 lenders, 46 guaranty agencies. and 
numerous servicers and .secondary marets is """r-prone, hard to 
monitor. and cumbersome to borrow"", and schools, Each of these 
lenders and agencies bas its own forms and proeedures. adding extra 
work for borrowers and schools. Under direct lending. the process will 
be greatly simplified and streamlined beeause students could arrange 
for all of their Federal fmancial assistance through their schools, They 
will have onJy one application fonn to fill out, and they will no longer 
be confused about who holds their loan notes or where to send 
repaymenlS. The school. in tum, will no longer have to work within the 
currentcomplicated web of banks and guaranty agencies, Fore.ample, 
schools would no longer face cash flow delays due to bank or guaranty 
agency approvals, Educational institutions would prOvide. in essence, 
one-stop shopping for students. which permits a school to offer better 
and more comprehensive service. 

Borrowers will continue to have access to as much loan capital as they 
have had in the past. Direct loan capital will not be limited by 
congressional'ppropriations. This program will be an entitlement for 
students. just like the Federal Family Education Loan program (FFEL), 
Funds will flow promptly to schools. on the basis of borrower eligibil­
ity and need, Once the system is fnily implemented. a portion of the 
general cost savings from direct lending will be passed on to borrowers 
in the fonn of a reduction in the interest rate on their loans, 

All students who borrow money for school will have available a range 
offlexible repayment options to suit their frnaneial needs, Under these 
optinns, any student who chooses III take a low-paying community 
service job. or any low-paying job. will oot be overburdened with debL 
Students who choose the income contingent repayment plan. or 'EX­
CEL Aceoun~' will repay their loans as a small peroentage of their 
income, Students will also be able I<> choose. fIXed, graduated. or 
extended repayment plan that fits their needs. Evenrually. we plan to 
adopt other easier forms of repayment by involving the Internal 
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The COng.....,;lo .... 1 Research 
s...w:..'s Fln.:llngs on C06t 
Savings 

Ca"'.fatlng tho Admlnl6tra· 
tI... Cost<> of Direct Len.:llng 

Revenue Service in loan coUection. Students in community service 
jobs funded by the National Service program will receive an educa­
tionalbenefitofupto$5.000foreveryy....ofservicethattheyperfonn. 
up to two years. They can use this benefit to pay offloan debt or to pay 
tuition. 

The expected savings from direct lending - estimated at $4.3 billion 
from FY 1994 to 1998 - will greatly reduce the COSIS of student loans 
totaxpayers. TheCongressionalBudgetOffice. theGenernl Account­
ing Office, ....d the Department ofEducation agree that direct lending 
could save $2 billion or more per year wben fully implemented. The 
cost savings are derived from thedifference between what it would cost 
theFederalGoverntoel\ttolenddireOOytostudentsandwhatbanksand 
other participants in the current system are paid to make the loans. In 
more precise terms, the savings would accrue because the FOOeral 
Government can borrow at the Treasury rate whereas private lenders 
are paid 3.1 percentage peints above the ninety·one day Treasury rate 
to provide money to students. Under direct lending. the taxpayers' cost 
of providing interest subsidies to borrowers would be reduced - by 
about 10 cents per doUar loaned_ 

Student loans are profllable for lenders because the Federnl Govern­
ment guarantees the loans ifstudents def.ul~ pro!eCtsagainstdeclining 
interest rates. and pays interest on the loans while the students are in 
school. A study performed under contract to the Department of 
Education in 1991 coof'umed that lenders receive high profits from 
student loans. In fact, student loans were found to be mere profitable 
than auto loans, mortgage-backed securities. adjustable and fixed-rate 
mortgages. and U.S. Treasury securities. Only credit cards and 
commercial and industrial loans ranked higher for profitability. 

In its recent report, the Congressional Research Service (CRS) con­
fumed that there is e..... profit in the system. CRS also argued that 
bodget savings could be achieved within the existing system by 
reducing the subsidized interest payments to lenders tmd by making 
loans available only to those students most likely to repay. However. 
underthisaltemative.leoders would deny loansto low-income. "risky" 
students - a proposal which runs cauoter to one of the principles of 
Federal student financial assislallCe - increasing acci:ss to higher 
education. 

included in oW' budget estimates are prudent allowances for adminis­
trative COSts. We bave included both COSIS for loan servicing and for 
possible additional costs of the transition to direct lending for guaranty 
agencies. Questions have been raised about how we calculate admin~ 
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istrative costs. Under lIIe FFEL program. administrative costs to 
lendersand guaranteeagencies werecalculated On a present value basis 
and included as partof!hesubsidy payment to lenders. Under the direct 
loan program. we have calculated administrative COSts to !he Depart­
menton an anoual cash basis. which is required by lIIe accounting rules 
ofllleCredit Refonn Act of 1990. W. recognize lIIat once !he direct 
loan program is fully implemeoled. present value calculations of 

< administrative costs would yield a higberestim.te. 

I'ut>llc - !'rivaw l'ar1:nershlp 	 The current system does DOl encourage private sector competition 
because !he price lhalllle government pays lenders '" make lIIe loans 
is fIXed. Under <lirectlending. we will create aprivate-public parmer­
ship !hat promotes competition. The private sector would still be able 
to participate in lIIe origination and servicing of loans, but !he cost 
would now be set through competitive forees. 

oYmlnlatnltr ... Capaol~ at 
the l>eplI~enj: of Ed"ca­
fJon 

Responses to Concerns Raised 

About Direct Lending 


Despite the many reasons to move to direct 1ending. some opposition 
remains. This opposition bas naturally come from those who have 
profited mos' from the current FFEL program. Someoflheseconcems 
are valid. and we have designed our proposals to address them; other 
concerns are noL 

There:is no question that the Department must strengthen its monitor~ 
ing and review fuoctions. but we must do SO regardless of whether the 
current program continues or we move to direct lending. Loan 
servieing will be done by • small number of carefully selected and 
closely monitored CODIraC"''' who will be paid based on successful 
performance. The direct lending system would have many fewer 
administrative participants. and thus would be easier for me Depart­
ment to monitor. We have made significant progress in some areas. 
including improved management and computer systems. The 
Department's delivery of direct loan funds will include many of the 
weU-tesfl:d. sua:essfUI, and inereasingiy ,u",mated data and futancial 
systems now used for Pen Grants and campus-based Federal student 
aid programs. To ensure high qoality. !he Department is working on 
redesigning program integrity and monitoring efforts to focus on 

• 


3 

http:higberestim.te


ServflljJ ~"t6 PuMIIjJ fI10 
Transition 

The Ol......t Loan o..mon6tra­
tlon Project ... Pha.... One of 
Direct. ~n.:/in9 

perfonnance outcomes. This will lead to increased accountability and 
efficiency. 

UnIih: during the last Administration, the Department is investing 
heavUy in program management improvement. The Assistant Secre­
tary-Designate for the Office of PosIsecondary Education Iuts many 
years ofexperience in managing large StUdent loan programs and in 
potity developmenL 

Both during and after the tnIIlSitioo to direct lending, maintaining the 
availability of loans to students will be our number one priority. For a 
long lime, 1enden; have maintained the status quo by using threats of 
pulling out of the FFEL program and disrupting the flow of loans to 
students. TheDepnrtmentisawareofthecballengesinmovingto.new 
system, and we are working to ensure a smooth transition. The 
legislation will provide the Department with authority to move quickly 
ifcapital shortages occur. 

Opponents have suggested that. we wait for the Federal Direct wan 
Demonstnulon program, authorized by the Higher Education Amend­
ments of 1992, W show results before we move forward with full 
implementation. There are anumber of reasons why we have decided 
to view the demonstration program as the fm! pbase of futi implemen­
tation. 

First it could take up to ten years or more to obtain results from the 
demonstration program because many SOIdents will spend the first four 
years inschool with noactivity on their accounts, andrepayment would 
take another two to five years to teSt a&r these students graduate. 

Second, thedemonstnulon program would not provide accurate results 
of whether direct leading can succeed because, with such • small 
number of schools participating, it will be impossible to ac!tieve 
economies ofscale. Costs would notbekeptaslow as possible because 
there would be too few participants among wmob to spread the costs. 

Third, we al.relldy carry out direct leading through the Federal Perkins 
wan program, and we know thal il works and that institutions can run 
it, In fact, the Federal Direct Student !..<>an Program that we have 
proposed will be easier for institutions to administer than the Perkins 
!..<>an program because schools will DO. be required to semce loans as 
they are under Perkins. 

Fourth. the demonstnulon program would be risky for schools that 

• 

4 



Admlnl9t1'atlve Capaolty at 
Educatlonallnst.ltuttona 

participate be<;ause there would be no assurance that !he program 
would continue after they invested time and resoura:s in it. 

F'mally, given that we know that dire<:t lending will result in savings, 
it would be wasteful to use a demonstration program to test this 
principle. Instead of testing whether savings are achieved under the 
demonstration program, Phase One of direct lending will allow us to 
test implementation issues on a reasonable time schedule. We have 
decided to startSlllall with only 4 percentofnew loan volume in the rust 
year, This number is easily manageable but large enough to give us 
some feedback on implementation issues, In the second year, the plan 
will include 25 pe"",nt of loan volume, a number large enough to see 
the gains from eConomies of scale. In the third year, we plan to move 
to 60 pen:ent ofloon volume and in the fourth year. 100 percent This 
progression will allow adeqll3te time to get up to speed and will save 
billions of doUars in the implementation of a demonstration program 
that does nOl provide useful and timely results. Each year we will 
conduct an evaill3uon and report to Congress. We will walCh !he 
process very carefully. and ifwe are moving too quickly, weean reduce 
the speed at which we move to full implementation. 

Many schools have heard that it will be complicated and expensive for 
them to participate in direct lending. This issimply notUlle. According 
to !he independent Advisory Committee on Student Financial Assis­
tance. the burden on most institutions will beradically reduced because 
schools will only have to deal with one central application. one 
disbursement processing system. and electrOnic c.ommunication with 
one servicer. According to • study by Elizabeth Hicks of Harvard and 
Kay Jacks of Colorado State, dire<:t lending will reduce !he number of 
administrative functions required of institutions from 59 in thecUfrenl 
system to 49 under direct lending, The new activity that direct lending 
requires of institutions is origination, and many scbools have had 
experience as originators under !he Federal Perkins Loan program, 
While no school will be required to origina'" loans. those eligible 
schools that choose to origin.." would porfonn two new functions: I) 
ensure that students sign the promissory note for !he loan and mall it to 
the servicer. and 2) after making !he loan. reconcile with !he servicer 
that all the money and documentation related to !he loan has been 
distributed and maintained, The Department of Education will provide 
software to accomplish both of these tasks. The software. as well as the 
training to use i~ will be available to institutions free of charge. 

Most schools already have the technology and experience needed to 
participate in direct lending as loan originators. [f an institution 
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originateS loans in the Federal Perklns Loan program, il has the 
capaCily to originate loans for direct lending. To ensure that instilU­
tions do not face e;tcessive origination costs. the Department of 
Edutaboo will pay them a small fee to help cover the costs of 
origination. Thoseschools that cannot or do nol wish to originate loans 
will nol be obligated to do so. The Departmenl will pay an alternative 
originator to perform this task for these schools. Furthermore, educa­
tional institutions will nal be expected to service or collect the loans 
(except forthe routine _king of student status which schools already 
do). The Depart",,";1 will contract with • number of organizations to 
perform servicing and collection of ditect loans. 

• 
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U.S, DEPARTMENT OF EDUCATION 

Statement by 

Deputy Secretary of Education 


Madeleine Kunin 


before the 

senate Labor and HUman Resources Committee 


May 26,1993 

Mr. Chairman and Members of the Committee: 

It is a pleasure to be here today to testify about the President's 

initiative to revamp student loans, the Student Loan Reform Act of 

1993 1 an important companion piece to national service. President 

Clinton's bold new proposal will meet three important goals: 

o 	 Make college more affordable by making it easier for students 

to payoff their loans, through flexible repayment terms and 

lower interest rates. 

o 	 Save taxpayers substantial sums of money, and 

o 	 Streamline the student loan system. 

One might well ask when we have such an opportunity to make 

government work better I who CQuld argue with a plan to provide 

better benefits to students, while significantly reducing federal < 

costs t and creating more efficiency? The answer is obvious: those 

who are enjoying substantial benefits from the present system--the 

banks, guarantee agencies. Sallie Mae, state secondary markets, and 

others. 
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In the current programs, billions of taxpayers' dollars go, not to. 
students, but to 7,800 lenders, 46 guarantee agencies, and numerous 

servicers and secondary markets. To lts credit I this complex array 

of participants provides millions of loans to students and their 

"familiel:i each year. But they also are paid exceedingly well to do 

SO~ The flurry of alternative proposals that reduce profits 

provides stark evidence of this fact. 

The intensity of recent lobbying efforts against student reform is 

a useful reminder that the purpose of the student loan program is 

to serve students I not to preserve a system for the benefit of 

providers. These groups have hired some Of the highest paid 

lobbyists in town to help them convince you and the public that the 

President)s proposal will not work. What they have been saying is, 

at best, misleading and often just plain wrong~ 

Let me dispel six myths that have been raised about the President's 

proposal. Then I will briefly discuss the limitations of 

alternative proposals that are being proffered and describe the 

main components of the President's initiative. 
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MYTHS AND REALI~IES 

The first myth is that the entitlement to loans for students vill 

be lost, and students will be hurt. 

The reality is that students will continue to have access to the 

same amount of loan capital as they have had in the past. In fact, 

students will be better off under the new program because they will 

have more flexible repayment options and, ultimately; lower 

interest rates~ 

The seoond myth is that direct· lendiD9 eaves money by shiftlD9 

oosts to eolleqes and universities. 

We do not foresee increased administrative costs to institutions 

and have carefully crafted the legislation to meet that intent. 

Moreover/ no institution will be forced to originate loans. 

For inst.itutions of higher education, originating loans and 

reconciling the amounts disbursed will be the only new activities 

required under direct lending~ Institutions already' determine 

eligibility, counsel students, interact with guarantee agencies and 

lenders, and deliver loan funds to students. In addition, 

institutions participating in the Perkins program already originate 

loans and reconcile funds. 
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Institutions will receive a reasonable fee if they originate loans. 

Nevertheless, not every institution will be able to originate 

loans, and some may simply not want to. In these cases, an 

alternative originator will be available at no cost to the 

institution, and all students will be served. 

The third myth is that s6vinqs estimates for direct lendinq are 

wildly overestimated. 

Direct llanding will save $4.3 billion over the next five years by 

substituting federal borrowing for private capital. Our cost 

estimates include prudent allowances for administrative costs. We 

have inc1uded costs for establishing and operating direct loans, as 

well as e'stimates of costs associated with the transition from 

guaranteed loans to direct loans. The Congressional Budget Office 

has confirmed these savings~ 

The fourth myth is that direct lendinq substitutes a Federal 

bureauoracy for the effioienoy of the private sector. 

The reality is that the President*s proposal will build a new 

public/private partnership, through the competitive selection of 

contractors, who will be chosen on the basis of price and quality, 

to act as alternative originators and to service loans. The 

current system uses private lenders to provide capital to students 

and to service loans, but it does not use competitive forces to 
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reduce costs or ensure quality service~ Instead, by statute, all· 

lenders, no matter how well they perform, receive the same rate of 

return, 3.1 percentage pOints above the Treasury bill rate. 

The ~itth myth is tbat the Department of Education cannot manaqe 

the current system and that a new, untried syste~ will be even more 

4ifUQult. 

We are keenly aware that the Department must strengthen its 

management capacity and are working assiduously to develop that 

capacity. Taxpayers deserve nothing less. Regardless of whether 

we move to direct lending or we continue the current program, we 

are committed to improving management in the Department of 

Education~ Moreover, the new program will be easier to manage 

because direct lending eliminates many middlemen~ As recently 

pointed out by the General Accounting Office, the current system's 

complexity--involving thousands of interactions between schools t 

lenders, secondary markets, guarantee agencies I and the Department­

-makes it error-prone and extremely difficult to monitor. The GAO 

concluded that the "program's structure is not conducive to good 

financial management." 

In the transition period, however, we will be running dual programs 

as direct lending is comin9 on line and the guaranteed student loan 

program will be maintained. It is exceedingly important that the 

staff' we have requested be adequate to do the right job~ 
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The sixth myth is that it is irresponsible tor the Administration 

to abandllD the demonstration program author1z:eCl in the Biqher 

Education Amendments of 1992 in favor of full implementation ot 

direct loans. 

The President's proposal will phase the program in beginning with 

four percent of volume the first year I roughly the size of the 

demonstration program. This will allow us to watch the process 

carefully and make changes as necessary before moving- to full 

implementation: Each year we will evaluate our progress and report 

to Congress. 

In addition, this is not something entirely new. The Department 

and institutions have experience with. a direct loan program, the 

Federal perkins Loan program, and we know that it works and that 

institutions can run it. In fact, direct lending under the 

President's proposal will be easier for institutions because they 

will not be responsible for servicing and collecting student loans, 

as they are in the Perkins program. 

ALTERNATIVE PROPOSALS 

For the first time in several decades, the current middlemen-­

banks, guaranty agencies, and Sallie Mae--are putting forth 

proposals to reduce their profits. Clearly, it is the fear of full 

direct lending that has caused this turnabout. Previously, these 
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same players have argued that student loans were only marginally 

profitable and that they would stop making loans if their financial 

returns were reduced in any way. 

These a1ternative proposals would continue the current complex 

system but reduce payments to the maze of middlemen. These reduced 

incentives could result in many of them leaving the program, with 

capital availability problems resulting for some of the six million 

borrowers. It is likely that the middlemen are willing to take 

these cut,s to preserve the current proqram, but if direct lending 

does not pass, they may well be back next year lookinq for a better 

deal. The alternative proposals have a number of other significant 

problems. 

First, they 40 not generally ofter additional benetits.to students. 

Indeed. some may well erode access to loans or shift costs to 

students through higher guarantee fees l etc. The President's 

proposal. on the other hand, reduces interest rates for students at 

full implementation and pr9vides a full range of flexible repayment 

options I including the ability to repay as a percentage of income. 

In addition, offering flexible repayments with the alternative 

proposals will be more difficult than with the President·s 

proposal. 
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seoond, tbese alternative proposals ~o not provide fundamental 

reform of the system. The President's proposal eliminates the 

middlemen who profit excessively from the current system and 

significantly simplifies its complex structure I whereas the 

alternative proposals continue the current system. If current 

players leave because of reduced profits, it woUld disrupt and 

destabilize the student loan system J resulting in reduced capital 

for students. The President's proposal moves gradually to direct 
, 

lending over four years and has built-in mechanisms to ensure that 

access to capital will not be interrupted. 

Tbir4, tbe alternatives provi4e lower lonq-term savinqs. Although 

some of the alternative proposals might achieve the same savings 

over the first five years, they do not achieve the same $2 billion 

annual long-term, steady-state savings after 1998. Moreover, none 

of the alternative proposals that we have reviewed appears to 

provide money for dealing with capital access problems and the 

failed guaranty agencies that will almost certainly result. 

For these reasons~ we urge you to enact the Presidentts proposal 

for comprehensive reform rather than proposals that make only 

marginal changes. These proposals will not help students; they 

will not simplify the systemj and they will not reduce costs for 

ta~payers as much as the President's proposal. 

s 




THE PRESIDENT'S PROPOSAL 


The Student Loan Reform Act of 1993 replaces the Federal Family 

Education Loan Program with the Federal Direct student Loan 

Program, a system of direct Federal lending that reduces costs for 

taxpayers by substituting Federal borrowing for more expensive 

private capital and eliminating excess profits. By eliminating 

subsidies to lenders and making loans directly to students, the 

direct lending program will save taxpayers $4.3 billion through 

fiscal year 1998, and $2 billion per year, thereafter. The 

streamlined system will also be easier to understand and simpler to 

administer .. 

We propose phasing in the Federal Direct Student Loan Program over 

a four-year period, beginning in academic year 1994-95. Our goal 

is to beqin with 4 percent of new loan volume in the first year, 25 

percent in the second year, .60 percent in .the third year, and full 

implementation in academic year 1997-98. During this period, we'll 

be monitoring the program carefully to identify and resolve 

problems that arise. Once the system is fully implemented, a 

portion of the general cost savings from direct lending will be 

passed on to borrowers in the form of reduced interest rates on 

their loans. The bill reported out by the House Education and 

Labor Committee, and supported by the President, includes 

additional savings for students in terms of reduced origination and 

insurance fees. 
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The Department is taking steps to ensure that borrowers wiil 

·continue to have access to as much loan capital as they have had in 

the past, with ample funds flowing to institutions in a timely 

fashion, based on borrower eligibility and needs. 

Many schc)ols can make--or "originate"--loans directly to students, 

although none will be required to do so under the President I s 

proposal. In addition to certifying the eligibility of students 

and ·parents, providing loan counseling I and disbursing loans to 

borrowers, as schools do now, participating institutions would also 

execute the direct loan promissory note and maintain data on 

disbursement transactions. Schools that do not meet the strict 

criteria measuring administrative and financial capacity for loan 

origination, or that do not wish to originate loans, may use the 

services of alternative loan originators under contract to the 

Department at no cost to the institut'ion. 

To help defray administrative costs, the Department will pay a fee 

to those schools that originate loans themselves. For those 

schools t,hat do not originate loans, the Department will secure the 

services of alternative loan originators, on a fee-for-service 

basis, under contract. If they wish to compete, these alternative 

loan originators could include state agencies, private lenders, the 

Student Loan Marketing Association (Sallie Mae), and other private 

organizations, if they demonstrate effective service and 

competitive rates. 

10 



Postsecondary institutions will not be responsible for servicing 

the loans while students are in school or while they are' in 

repayment. Through a competitive bidding process, the Department 

will contract with a number of organizations to service these 

loans. Again the servicing and repayment contractors could include 

state agE!ncies, Sallie Mae l and private firms, but this time on a 

competitive basis rather than an assumed yield as in the current 

program. 

Under the direct lending program, repayment will be easier for 

borrowers because they can choose from a variety of repayment 

options, including fixed, graduated} or extended payment plans, as 

well as the new income-contingent repayment plan, which will allow 

students to enter lower paying community service jobs and payoff 

their loans as a percentage of their income over a longer period of 

time. For the first time, income-contingent repayment will be 

offered to all students. In addition, students will be able to 

switch payment plans as their financial circumstances change. 

To make repayment easier and collection more effective, the 

proposed legislation would involve the Internal Revenue service 

(IRS) in the collection of student loans. Starting in fiscal year 

1994, the legislation would give the secretary of Education the 

authority to offer income-contingent repayment to borrowers, using 

informatlon from the IRS regarding borrow:ers' incomes~ 'the 

legislation would also require the Secretaries of Education and the 
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Treasury to develop a plan providing repayment options throuqh the 

IRS and 'I/aqe withholding_ 

As part of our ste~ardship responsibilities for the Federal student 

financial aid programs, the Department will oversee an orderly 

transiti')n to the new direct lending program. Delivery of direct 

loan funds will use automated data and financial systems. To 

ensure high quality, we are redesigning our program integrity and 

monitoring efforts to focus on performance outcomes that will lead 

to increased accountability and efficiency. In addition, to ensure 

the availability of adequate loan capital, the proposed legislation 

will provide the Department with additional authorities to move 

quickly should capital shortages occur. 

Some crit:ics contend that we are moving away from a public-private 

partnership to more bureaucracy. This is not true. The Department 

will expand its partnership with the private sector through 

competitive contracts for alternative loan originators and 

servicers. These contractual arrang"ements will be designed to 

make much more effective use of the private sector than is the case 

with the current system, under which we must rely on private-sector 

participants who are paid based on a uniform rate set in statute, 

rather than market competition. 

Through the Federal Oirect Student Loan Program, we are reinventing 

government. 

12 
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CONCLllSION 

Let me conclude by saying that in one week alone, the Department 

received more than 2,000 letters concerning defaulted student loans 
, 

a~d another 1,700 letters askin9 for information and clarification 

of provisions of the Federal Family Education Loan Program. These 

letters clearly illustrate the confusion and complexity inherent in 

the current program. 

We believe we can better serve students and taxpayers by giving 

them a program that is simpler direct, less costly and less 

confusing. The Student Loan Reform Act of 1993 will start us down 

the road toward accomplishing those goals and will enable us to 

improve our service to our most important clients -- America I s 

students and taxpayers. 
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U.S. DEPARTMENT OF EDUCATION 

Statement by 

Deputy Secretary of Education 


Madeleine Kunin 


before the 

St.:.bcommittee on Human Resources and Intergovernmental Relations 

House Committee on Government Operations 

Mr. Chairman and Members of the committee: 

I am pleased to be here today to share with you the Department's 

plans for implementing the Student Loan Reform Act of 1993, an 
important companion piece to the' national service initiative. 

President Clir.ton's bold new student loan proposal will illeet 
~hree important goals: 

Ma~e college more a~£ordable for students I through flexible 

loan rcpa~ent terms and lower interest rates I 

Save taxpayers $ubacafitial sums of mor.ey, and 
Streamline the student loan system. 

The Student Loan Reform Act of 1993 is a milesto~e in the 

Administration's efforts to reinvent government. It calls for a 

major revamping and simplification of the Federal student loan 

system and offers new repayment options co scudents. By 

eliminating the middlemen ~nd the excess profits they now 

receive, t.he ~resident' s proposal will simplify thG syscell',. 

bl!!lH::iit;: Btudencs, and reduce costs for ~axpayC!rs, 



00-09-93 10 31A11 FROM ED/OPE POLICY DEv TC C~ POO3/0i3 

You ma)r askT as others have. why we need to revamp the current 

student loan system. The answer~ simply putt is that the program 

has become too complex and too costly. In the current program, 
billions of taxpayers' dollars go, not to students, but to 7 , 800 

lender!::'t 46 guaI"artty agencies, and numerous servicers and 

secondc,ry markets. To its credit, this complex array of 

participants provides millions of loa!1s to students and their 
familie:s each year. But they also are paid exceedingly well to 

do 130. 

One might well ask whe:l. we have such an opportunity to make 

government work beeter, who could argue with a plan to provide 
better benefits to students, while significantly reducing Federal 

costs. and creating more efficier.cy? The anSWBr is obvious: 

those who enjoy substantial benefits from the present system--the 

banks. guaranty agencies, Sallie Mae. State secondary marke~s. 

and others. These groups have hired some of the highest paid 

lobbyists in town to help them convince you and the public that 
the Pre,sident ~ s proposal will not work. What they have been 

saying is. at best, misleading and often just plain wro~g. I 

have at,tached to my testimony a list of myths a:.d realities on 
direct lendi~g that responds to this misinformation. 

BUDGET SAVINGS 

Direct lending saves taxpayers money, Implementation of the 

St~dent Loan Reform Act will reduce the defic~t by $4.3 billion 

over five years and save $2 billion in' each subsequent year. 
Reports from the General Acccuntir.g Office and the Congressiona: 
Budget C:fice document the savings to be achieved, even a=ter 

transition costs. This allows us ~ot on:y to reduce ~he deficit 

but to ultimately pass on savi~gB to students by lowering 

interest rates for borrowers. 
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MANAGEMENT IS A TOP PR10RITY 

While many have questioned the ability of the Department to 

manage €I: Direct Loan program, it will be a far simpler I 1ess 
complicat.ed system to oversee than the cu~rent program. As 

recently pointed out by the General AccQunti.ng Office, the 
current system's complexity--involving thousa!1Gs of interactions 
between schools I lenders, secondary tT',arkets, guaranty agencies, 
and the Department--makes it error-prone and extremely d~f£icult 

to mon:ixor. ':'he GAO concluded that the "program's strc.cture is 
not conducive to good financial management." 

We at the Department of Education are keenly aware that we must 

strengthen our management capacity and are working assiduously to . 
irr.prove that capacity. We must do this regardless of whether we 
move to direct lending ~r continue che current program. 
Taxpayers oeserve nothing less. 

The SecJ:etary and I are bringing together a strong team to manage 
Direct :;oans. David Longanecker. who has been nominated to be 
Assistant Secretary for Postsecondary Education, is recognized as 
One of the top experts on student loans in the coun::ry and brings 
with him extensive manage:men:: experience running state higher 
educat:'on agencies in Minnesota and Colot:ado. Secretary Riley 
has asked me to oversee the Department~a overal: ~anagement--a 

task that I take very se~iously. My goal, the Department's goal, 
is to rr.ake Ed:.:.catiO!1 the model Department, in the Federal 
governrr,ent:.. We have asked for the staff resources and technical 
capacity to make that a reali<;:y. 

RE!NVENTING GOVER~EK~ 

In deve).oping the legislation for the Direct Loan program, we 
made cel~tain that each key player in t:he delivery systetr. will 
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perform those f~nctions that it does beat. Schools will deal 

with individual students; alternative originators and loan 

servicers will be selected competitively to provide services on 

the basis of price and quality; and the Department will monitor 
and oversee the system. 

Our proposal will create a new public-private partnership and a 
simpler system that is more conducive co good management and that 
is truly competitive~ Some critics. contend that we are moving 

away from a public-private partnership to more bureaucracy. This 

is not accurate. The Department will create a truly 

entrepreneurial system through competitive contracts for loan 
origi~ators a~d servicers. These contractuai arrangements will 

more effectively use the private sector to provide high quality 
service for a more competitive price. In the current system, we 

rely on private sector part.icipants who are paid a uniform rate 

set in statute (T~bill plus 3.1 percentage paints) regardless of 
the q~ality of their services, rather than a price determined by 

market competition. 

PROMPT DELIVERY OF FUNDS 

Under direct lending, the Department will promptly and 

effici~;;ntly deliver loan proceeds to borrowers. Our experience 
with Pell Grants and the three Pcampua-based" student aid 

programs demonstrates that we can deliver funds properly and on 

~ime. This year, our system deterrr.ined the Pell Grant 

eligibility for aver 7 million student applicants and delivered 

more t:::an 56 billion to 4.2 million students at 6,600 

participating institutions. Also, the Department has r.1ade 
available to postsecondary i~stitutions a~ extensive array of 
electronic data processing options, including "Stage Zero", which 
allows a student EO use a compucer to complete an application 

with immediate edits for errors. Such advances have saved 
millions of dollars and thousa~ds of houro of labor, and 
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eliminated much frustration on the part of 'our student clients. 

Building upon this time-tested Pell grant delivery system, we can 

duplicate this success with the Direct Loan program. 

Additionally, our plan for the Direct Loan program will enhance 

the Federal student aid delivery system by fully integrating the 

Direct Loan program computer system with the systems that 

currently deliver Pell Grants and campus-based aid to students 

and institutions. Students_will apply for Direct Loans on the 

same form--the Free Application for Federal Student Aid--they now 

use to apply for all other Federal student aid programs, 

eliminating the burden of separate student loan applications 

under the current guaranteed student loan system. The student's 

information will be processed through the Central Processing 

System. Schools will have access to "the Federal funds through 

the Payment Management System. This same system is the·conduit 

for the other Federal student aid funds that are delivered, 

through postsecondary institutions, to students. Currently, 

this system cannot be used for the Federal Family Education Loan 

programs because of the involvement of guaranty agencies and 

private lenders. 

PUBLIC/PRIVATE PARTNERSHIP 


New Contracts for Alternative Originators and Loan Servicers 
r 


The contracting strategy for the Direct Loan program calls for 

awarding several new contracts to support alternative loan 

origination fUnctions and servicing activities. Alternative loan 

origination is important because we will not force any unwilling 

institution to originate loans neither will we permit 

institutions to make direct loans if they are determined by the 

secretary to be incapable of doing.so. Loan servicing includes 

labor-intensive activi.ties such as generating bills and letters, 

processing borrower payments, reporting to credit bureaus, and 
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granting deferments and forbearances. To help provide for a 

qseamless» Direct Loan system, each customer service contractor 

will be connected to the single loan servicing system database to 

faci!itate establishing loan records, reconciling borrower 

accounts. and providing a system for servicing loans. 

Our plan anticipates the program's growth, It will b~ necessary 

to award additional loan origination and servicing system 

contracts in fiscal year 1995 to support the planned expansion. 

These contracts will be'awarded through full and open competition 

and contractors will be compensated on a fee-for-service basis. 

Thus, the marketplace will,ensure that we receive the highest 

quality product at a competitive price. 

Our contracting strategy 'for the Direct Loan program will build 
on the Department's successful record of managing systems 
contracts. For example, we implemented on January lS, 1993, as , 
scheduled, the central processing system for the 1993-94 studen~ 

aid programs. This system implemented many of the statutory 

changes required by the Higher Education Amendments of 1992 that 

were enacted July 23. 1992. 

Modifications to ExiRting Contracts 

In addition to awarding new contracts to Hupport new activities 

related to direct lending, five ex~sting ~epartmental contracts 
require modifications. in order to integrate fully D::"'rect Loans 
into the current student aid delivery system. These contracts 
include the-­

Cen~~~l Processing System to provide software to 

postsecondar.y i!1stit;:.:tions enabling schoole to ~.;;;ckage .:\nd 
originate Direct Lonns; additionally, this software will 
ge:-:.erat.e borl."ower-speci.:ic loan records fOr transmiosio:l to 
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th~ direct student loan servicing system; 

Payment Managexoent System to enable schoo:"s to draw down 

Direct Loan funds for disbursement to studentsi 

Navional Student Loan Data System to record borrower­
specific data for eligibility screening and for research and 
analysis activities that can further improve our management 

of the program; also, when additional lca~ servicing systems 

aT!S procured I the NSLDS wil: perform centralized accounting 

functions for the Direct Loan program by receiving 

accounting data from all servicing systems and summarizing 
it for reconc~liation with the Department's primary 

./ 
accounting system; 

General Electronic Suoport System to provide network 

services thak institutions need to communicate with the 

Servicing System; and 

- Stafford/Perkins Debt Collectior. System to collect defaulted 
Di::ect Loans using more rigorous collection measures 

including federal iacorne tax refund offset, use of private 

collection agencies, and wage garnishment. 

REQUEST FOR WAIVER A:JTHORITY IN EXCEPTIO:1AL CIRCUMSTANCES 

The Department has requested an exemption :mtil 1998 from cercair. 

contract;ing and acquisition req:.drements, We have done so to 

ensure our flexibi'lity" to respond to emergencies tha!: May 

threaten sr:tooth st~dent aid delivery or access during the 
transition. For example, if a guaranty agency were to cease 

p~ocessing without ~otice, we wou:d need immediate con~ract 

S",;.ppor:.. to ::lssist in the phase-oat of the' agency's loan 

portfolio, While we pla~ to fully exercise t.he no:::.':nal 
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competitive process in issuing the contracts that will support 

Federal Direct Loan delivery, any unforeseen delay could 

jeopardize our ability to provide financial assistance to 

students. I must emphasize that we request this exceptional 
authority only for exceptional circumstances--not for routine 

circumstances. 

The Department also has requested the authority to adminioter 

the program during its first year of operacio~ through issuance 

of Federal Register notices, while notice and comment rulemaking 

is developed tor the long term. These notices would contain 

standards, criteria, and procedures that the secretary determines 
to be reasonable and necessary to successfully implement the 

program on July l. 1994 as specified by the Congress in the 

demonstration program. Again, we would hope our need to exercise 

this exemption would be minimal. 

We have made substantial progress in developing the regulations 

necessitated by the Higher Education Amendments of 1992 such as 

those conce~ning eligibility and other general provisions that we 
will need for all our programs, including the Direct Loan program 

when enacted. The &~endments require that we propose most of 

these through the negotiated rulemaking process, and we have 

developed these regulations under this very open process. 

We fully reco9~ize that in requesting these exemptions, we are 
reques~ing your tr~st. We expect to earn that trust and to be 

held fully accountable for our actions. Indeed, reinventing 
government requires that we reconsider our traditional 
r~lationshipsJ and we, urge you to help us do so i~ the most 
productive and efficient manner possible, 01.1T constituents, like 

yours, are the students, their families, and the taxpayers. Our 

m1ssion is to ssrve them well by creating a system that is 

reliable and provides access to higher f;!duca'.:ion, while demanding 
,,,;\cco\;.nt.abil tt.y. 
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STAFFING 

Our plan for staffing direct loans and the transition from the 
Federal Family Education ~an prosra~s relies on the trained 

staff we have in the Department and resources that we will seek 
through new staff and contractor support. I believe that our 
plan is realistic and prudent: its foundation is our current 
staff, who would be augmented over tirr.e by new staff with skills 

and special capabilities not presently available. We will draw 

on our contractors for any additional support we need, 
particularly in the labor-intensive data processing and customer 
service areas, Historically, we have had very positive 
experiences with con~ract support in these areas. 

Staffing es~imates and planned hiring include sufficient ~umbero 

of qualified personnel for the Department to manage Direct Loan 

implementation as ~ell as the transition from the guaranteed loan 
program. It is important to recognize that the critical period 
will be the trar.sition when we are phasing in the Direct Loan 
prograre and simultaneously maintaining the guaranteed student 
loan program. In 1994, we plan a staff of 69 for the Direct Loan 
progran\, the same number we have already projected for 1994 for 

the demonstration pilot. 

We e6~imate that a staff of 198 would be necessary for transition 
activities , some of whom will be Federal employees, some 
contractor scaff. Difficult as it will be, the Department is 

committed to the President's plans to reduce staff government­
wide and we plan to reallocate 30 FTE from other Department 

programs to the Direct Loa~ transition effort. 

We will use Depart~ent staff to monitor and manage contracts, do 
contract development, perfo::m legal work, and manage the 
guaranteed loan defaulted debt portfolio. Our plan calls for 
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contracting for the special capabilities needed to help develop 

procedures, and manage the phase-out. Thus I Department staff 

would retain policy and management functions. 

The recently implemented reorganization of the Student Financial 

Assis::a::.ce Programs, which, among other changes, resulted ir.. 

centralizing program gatekeeping functions in one '..:.ni!:. makes 
this possible. All syste~ design and development functions that 
previously were scattered among several divisiono are now 

consolidated in one service. With this new structure, we have 

measurably improved the accounting and financial controls over 
the student fina~cial aid programs. 

ENSu1<!NG A SMOOT¥. TRANSITION 

Our plan has a number of features designed to ensure a smooth 

tranaition from the Current guaranteed loan structure to the new 

Direct Loan program. Our purpose is clear: to assure acceSB to 
loans for all students who qualify; and to maintain total 
stability in the student lean system. While retaining a system 

of financial incentives and payment~, we have added new 
provisilJnS desig:1ed to protect the Federal investment in the 

student loan program. All current benefits to lenders and 
guarantors are retained with rcspec~ to outstanding loans. 

Lenders that make aew ~oans during che transition will ccntir.ue 

to receive interest subsidies and 100 percent insurance agai~st 
borrowe:t' default. Payment:s to guarantors for their 

adminis~rative costs are continued, but the new allowance is 

based on the size of their loan portfolios and will suppor~ 

continued operations as new loan volume diminishes. The 

Oepartment is authorized to pay guaran~ors a fee to find lenders 

for students who cannot: find a lender on their own. 

Additionally, the Secretary may require Sallie Mae to make 

"lender of last; s:t::aort." loans. 
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The Department is empowered to intervene quickly if a guarantor 

fails or withdraws from the progra~. The public interest in 

guarantor reserves is protected by codifying court decisions that 

these reserves are under s~rict Federal control and are to be 

used only for Federal student loan purposes. The plan would also 
prevent guarantors from seeking bankruptcy protection or trying 
to interfere with proper control of Federal assets th~ough the 
State courts. 

We have carefully considered the transition needs for this 
effort, and we feel confidenc that our plan addresses these 
needs. We will take any additional steps that may be necessary 
to ensure an orderly transition from the Federal Family Sducation 
Loan Program to the Federal Direct Student Loan Program. 

RELATIONSHIP TO THE DEMONSTRATION PROGRAM 

Opponents have suggested that we wait for the Federal Direct Loan 

Demonstration prcgrarr;, authorized last year, to show results 
before 'VIe move toward full implementation. There are a number of 
reasons why we have decided to view the first year of the program 

as the first phase of full implementatio:t rather than a 

demc::stration. It would take up to ten years or more to obtain 
results from the demonstration program, Eve~ then, we would not 

have thE! accurate resul ts needed to determine whether direct 
lending can succeed because, with such n small nuwber of schools 

part.icipati.ng, it will be impossible to achieve economies of 
scale, Most irr,por:antly, given that we kno....' that direct ler.di!lg 

will result: in savings, it would be wasteful to use a 
demonstration program to test this principle. Instead of testing 
whether savings are achieved tinder the d¢monstration program, 
phase one of direct lending will allow us to test implementation 
iSGue!J on i.l reaso~able time schedule, We w.ill start small, with 
only four percent. of new loan volurr.e 1n the first: year. This 
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number is manageable but large enough to give us initial feedback 

on implementation issues, We wi11 move to 100 percent only in 

the fourth year. Each year. we will conduct an evaluation and 

provide a full report to Congress. We will watch our progress 
carefully. and if things need to be altered we will do BO. We 

assure you that we will no~ify you promptly of obstacles, as they 
arise. 

CCNCLUSION 

In concluding this testimony, I would like to reicerace my firm 

commitment to strong and effective management of the new Direct 
Loan program. Many of the well-tested systems for delivering 

funds are already in place and will be used to ensure efficiency. 

We have a plan that includes all the elements essential to 
success: strong over-all management, contractor and systems 

support. additional employees, and a Department-wide commitment 
to provide this support. A transition plan has been carefully 

developed ~ha~ is sensitive to the needs of our students and our 

institutions. 

I hope this dialog~e is a step toward earning your confidence 
that ~he Direct Loan program will be in capable hands. 7his 

proposal is the produce of many months of intense debate, 

deliberation, and careful planning which included the President's 

Domestic Policy Council, the Office of Management and Budget, the 

Treasury Departmen:, and the Internal Revenue Service. Hundreds 

of individuals and associations were consulted in exter.sive 
outreach efforts. We believe strongly that the proposal will 

benefit students and taxpayers. 

We are ve!:'y aware of r.he heavy responsibility we are assuming and 
of the legacy of poor management we must chcd. We are determined 

to carry the public trust in such a manner that.: will make you 

proud ;.;.f the Dt!partment of Education. 
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DEPUTY SECRETARY KUNIN: Good ~orning. I'm pleased to 
ar.:1cur.ce th,~ Individual Education Account Prog::-am, And the 
ft.::,damen::al pre;cise here is that the American Dream Ls really 
real~zed th~o~gh education. And yesterday the President ar.aour.ced 
aed sig:-led the Elementary i.iod Secondary Bducation Act, 'fihich is one 
Sl:(Z';; 0:" :.:r..::.t educatior.al opportunity to fulf1.l1 t.he Jt-:<erican Drear.. 
'~Od,'y "16 k:,,; ..: th<lt access co h~gher: eOl)catj on is fundnmon'::.sl to bo~ng 
able :':0 ",ar,1 a dec~n,= llv,:.r,g and to live n (Jood life and sGpport a 
Cumi~y. 

1'10\<" there are two ways that this initiative -- that was 
pass€!a by the Congress and was signed in 1993, in August -- there are 
two w8ys that the implementation of this -lnitiative is goL(i() to have 
a profound effec~ on students and families around this country. One 
is the process of applying for loans is vastly simplihed for 
students, for f(l:milies, for:: schools under the direct lendIng program, 
And the preliminary reviews on direct lending have been totally 
favorable. Money has been s~ved. ?ape4work has been saved, 
Confusion hz!s bee;) avoided. 

l'lno as many of you may r.;;:ca:l, that program is to be 
pbased in with the first five percent a:'r.eady i:1 place -- first five 
pB:c::.:er.t of ~;t\ldent loan ·,Jol',.lF..e -- and sc:ne 104 schools are now 
ptlrt.:.cipJting in that progrtlt:. and ace truly sntisf,:ed custo::lecs. And 
Goth secJ.:et'Ir.'Y Riley and I visited a number of schools aed can 
~est_'Lfy th<lt: it's a rare occasio:1 to see a happy bn<:pcu:d" ~lid 
office::, belt:, in fact, they are smiling llS they "ever have before I 

because :.:he::'r work has been eased, tind of course, :.1".0& students are 
ve::y pl€wse<i. 

Bu:.: the process of applying is one part of the equation. 
But the process of paying back. is equally important, because the 
student reali~es. needless to say, that this could be a borden -- a 
lifetime burden as to how you deal with your studeot.loan. And as 
more and more students ar::e, in fact, borrowing, and they're borrow).og 
g::cater a::1d greater amounts, what the President' $ .Lni.tiativa really 
is dl3signed to do is :-let to make this barrier pro-hibitive so that 
so:::ebody S"lYs, 1 can't afford it; 1 can't deal with it; I ca::1't be 
buni,;ne:j for the ~e8t of my ~ife with an overwhelming student loan 
deb;:, 

So th0 ne,.; ed'dcation acccunt and the pay as you can 
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plan, which is really ~ncome contingency, enables students to really 

Fldjust the w;,y they pay according to theiy earnin\js. And when you're 

(~£lrning 102:3:>, i1 yOl, warlt t.:: tilke a Job in teach..i.nq, for example, you 

con pay less. i'lhen you' ro earning more at a later stage of your 

lire, you pay more. But the advantage, of cou~se, .1.S that, one, it 

,mcoUIages you to go t::: college ir. the fi~s::: place; ar.d, :::wo, .It 

changes yOUl~ job options so t:hal; you can, in fact, fulfill your dream 

of whi:lt you want to do. 


And you \~i1l see in your packet a vnriety of exar::.ples of 

how ti1is can affect students, There are alsO' other options for 

students -- ["~payment plans, There is the extended repayme:>t plan 

Dt1d t:'10re'S the godueted r.,paymGnt plan. But at the mOtter.t rr,Qst 

.:;tuc:ents '.Jse the ~::andard repayment plan. And the diffe:::eI'.ce between 

the pily as you can plan and the standard one is that regardless of 

your incorre, ir. the standard plan, you pay a certain amount over a 

period of :C yQa~'J \"!:-H~thl?r yoc' ::0: making SSO,OOO a year or $20,000 a 

year. And r.hu~ is Vl?~Y diff:l.cult as a percentage of your income, 


Now, the or.he!' :naJor poio<:: to stress this morning is 

that this rerorm progra::t of '.:he whole stcden~ lean progrum has, in 

fact, proven to be a very, ...ery successful rein...ention story. The 

numbers are very powerful in this case. The taxpayers over five 

ye2.::s will :wve $4.3 billion. And students Cove::: iive years, tr.rough 

reductions in fees and SOme reductions in interest. :::.a~es, will save 

$2 billion over five years So this process of coming up with a new 

forrr_ of how yO;] apply and process the loan, how yO'J :-:-.andge t"!1e loan 

::::I'xougr,ou;: i::5 12-.Cc;t.lme, lind how you pny back the loar:. wi.:..l open up 

ti'_e doors to hi9her education for those students who still are not 

sure whetter this is a real choice for them. Those wr,o have parents 

~jho are F:el:'-l:-l[o!;"mec., thO!",0 who have guidance couHselol:S I"!he are 

well-informe,: ~ave made those decisions, But there is a great. 

enormous untapped potential of students that have not, that are 'still 

in doubt. 


And over the next year we wanted to make sure that 

everybody knows about this progratt, about the individual education 

account. So we' ro going to ':'n:o::rr, gc.idar.ce cou:lselors about the 

fact, so thut no Iniltter where Y0;J go to schoel, now crowded it is, 

what neighborhood it's io, whether your parents have ever gone to 

college or not, you will have a char.ce ~o find ou~ azc:.:.t i::. 


We're going to run video conference training sessions 

for stuoe"t fin;;Hlcial aid officers. And current borrowers will 'get 

i:.fo1:!!Ia-:ion i;l;:;:oct this new program in their fcture bi2.li:lgs. 7'r_.;;.:;e 

ao:e '.:wc ~·Ji.lys, 2.et me just edd, that you can be-come par': of the 

cont.ingency pay as you can plan. One is if your school alre""dy is 

enrolled in direct le:'lding: and, two, you can apply to consoli.:;ate 

yonr. Io",,!;. }\na the Prerident has asked Secretary Riley 1.;:0 cC::le up 

with il pIer. tor consolidation i:l January so that is done in an 

orderly and ,:}ffective r;)anner. 


:..et IT€! jus:. cl:)se !r.y opening remarks by stressing how 

significant this tedy 1S for America's young people. Access to 

educat;ion, l:he American Dream have: ai::-lost become cliches so that we 

::ort of shruq and SfJ':h well, that's really ki:::ld 0:: a worn-out theme. 

But I Gan tell you, when I was thinking ~~c~t gcing to college, and 

.it was a while ago; it was in 195-6 -- actually it '..ras in 1952 that I 

s.tarted collGge -- the difference between wr.ether I WO:.12-:::: go to 

,.;:oL_cYf: or r~ot. was tr,e fact that I received $10C scholarsr.ip Erot:'. a 

lOcal ro.erchant;s association. ThlOlre were no leans, or grants, from 

the federal 90vcrnment. I did not contemplate whethec :: 5!1ould go to 

.1.a;.-,' .schoQl l),,,:;!JLSf:;l that; WetS simply out cf the realrr; of poss:"bility. 

\ile cou:'dn':: ,.fford it. 
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We Cire .:l,O a very pel." er.a today where, i:; fact, aLL 
sc~dents do have the choice, do h6ve the oppcrtuni~y of obt6ining the 
loan and of obtaining the chance to pay it back in a way that they 
will r.ot defaul~, that they can pay back as a percectage of t:,e~r 

:"r:cor::e. Th.:.s is really an extraordinary expansion of oppcrtutJ.:.ty 
for America's young people -- the major change since 1973 when the 
? ..ll progr&I~. was :irst started. So the President's initiatlve, 
seG~t..L.:a~y .;E.'..ey's i:1:"ti&t.l.vD, I think will cnange students ::'ives as 
~uCh as that $100 scholarship changed mine some years ago, 

I'd b", happy to answer questions, 

Gene, would yO!) Eke to add something? 

MR. SPSR:"ING: r just war.ted -::0 stress, r was the 
economic policy director during t~e campaign, and as many of you 
knew, the Prssid2nt, :':he!1 :;overnor -- O~e 0: the fI'.:'I,l1'"; things he used 
to say about college education was that he wl(oted people to ha!Je the 
ability to borrow for college and to be able to pay back either 
through national service, or through a :leW optio:. that would allO\i 
the::: to roy back a percentage of their future incoU",e, :: tllink 
passage of the AmeriCorps National Service filled half of that. 
Today, as we anr.ounce the individual educa~ion accounts, 1 thi~k te 
is clearly f:t:lfil1ing the other half. 

What is even more impressive about the pr09ram ~hat we 
r,ave :10;',', ,~ve:1 :uaybe mere impressive than we envisioned .:.x: the 
call'.paign, is the way that when you borrow from this account -- from 
t~e individual education account -- you not only have this new option 
of i.r-cc:ae CO:1L.. r.gen:: lear.s, or pay as you can lOans, but you also 
keep 'leur ptlst options of the stancard :':en:;re lOan, and two other 
forms to lee you pay back over a longer period of time. And then, 
you can ~w.~.!.:ch b(Jc;'; and forth at any t~:ne thet yeu want in your life, 
so thnt it gives the bo~rower the ~aximum flexibility. 

And what the Presiden:. used to often S{;;y was that he 
nevr:l' w'·lnted student loans, or the way you ;:w/ back student lonns, to 
stand in the way of anybody fulfilling their drea:lL Now, when you 
get a colleqe loan and yo.u have to pay back a large, fixed amount in 
your first few yGltlrs, it's rtl1::her l'..al:d ,:0 'ee a;) er.tc0pre;)~ur who goes 
out <lnd s,;:,ys, I may not make much money for 0.1'.<:< or tl-o·o. years, but I 
want to star~ a business. This is a program that would allow you -::0 
-::::·..13.£ill tna:.: dream because you would pay bacK ti small pe;:-cer:tage ,,"l":.e:1 
your Garr.ing:5 were low, and pay back mor:e wher. your earnings were 
higher. The same for somebody who would choose community service 
early if: their life, or even for tt10ir whole life. '1he- sr.:ne for a 
:~h;..ly ~t:.o.\; :1<;<.$ t,~() wor"-er.s, but decides to have one vwrker stay a-::: 
hone for a pe~iod of ti~e to take care of a sick rela~ive, or raise a 
child, Their ir.co:7le may g'O down temporarily, but then so I>lOuld the 
amou;,t 0: ::heir lonr:s, 

So I ::hink tha;: it's va::y exci-c.ing. As the Deputy 
Sec!:ctnry says, th:..s ::oa11y is a reitlventing govcr:nl'.cr.t proposttl, 
whereby taking out the middle man a:1d fulfElin<J this vision of the 
President, you'te not 'Only saving money for the federal government, 
you'Ie not only stlving money for st·J.der:ts through lc\~er fees, but 
you're also improvlog it fro:n the use of the cus::orner, the borrower, 
who now has more flexibility. What we're doing in .a sense, is givi.ng 
st";.ld8nts tho k.l.nd of flexibility that borr~\.le::s for ho·..1sCS have now 
r.ad, and other things thiit may be less importtmt: to a perso::l's fu:ura 
+ncome -- the flex4bi14ty to pay· back in different ways. 

\ie bel.Lese thot people know best what' s bes~ fer their 
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life. As the President says, people change jobs six, seven time over 

a lifetime. They have to be both workers and families. This gives 

them the choice to have their repayment plan fit their needs. 


I think this <llso really is very'much a defining -- this 

is a defining element of what the coming election is really about and 

whether we' 17e going to go forward or backwards in giving people the 

opportunity to success in the new economy. 


It is interesting that if you look at the House 

Republican contract, that over seven years they have over $1.5 

trillion in unfunded promises. And when people challenge them to at 

least give ,I list of how they might pay for it, they came up with 

about 10 percent or what they would need to pay for their plan. Ten 

percent -- about $176 billion of suggested cuts. And yet, even in 

that small amount, one of the ones they chose, that they wrote 

explicitly down, was to completely eliminate the subsidy for all 

students while they are in college. 
 • 

Currently, three million students a year, who need it - ­

who are in need of assistance, who get what's called the Subsidized 

Starford Loans, are able to get this in-school subsidy so that their 

lo,lfIs do not build up subst<lntially while they are in college. This 

has been part or the student loan program since the National Defense 

Act in 1958. And it's striking that as they are proposing things 

like a capital gains tax cut, that the joint tax somebody estimated 

would cost $208 billion, 72 percent of which would go to people 

making over $100,000. So one of the ways they would choose to pay 

for just a small part of that is to cut in-school interest subsidies 

for three million students per year. Now, this is their print --it's 

their fine ink.· 


And again, I think that we're very happy. The President 

is fulfilling this vision -- it will make a difference in millions 

and millions of people's lives. But it does require that we continue 

this momentum and going forward on this vision of empowering people 

with more educ<ltion for the future, and not stepping back to that 

type of proposal and those type of priorities. 


We'd be happy to take questions. 

Q You just brought up the political angle of this, 

and I guess my question is, why -- there seems to be a heavy 

political element in bringing this up at this time. Wasn't this 

introduced, I guess, back ,i.n August or so, and why ar:e we hearing 

ilbout it now? Has something changed? What is the reason? 


MR. SPERLING: I'll brief for a second and let the 

Deputy Secretary speak. This passed as part of the economic growth 

p.l.all Omnibus Reconciliation Act. Then there had to be a period of 

time' in which it was implemented and went through the regulation. In 

July, that was the initial point where the first regulations came in. 

But what we wanted to do was wait until we had started the program 

up. We hiwe -- 300,000 people are currently in the program; next 

year, 1,500 schools -- over 1,500 schools. And we felt that now in 

the school sl~ason -- and quite honestly, after health care was not 

really dominating the domestic agenda, this is something we want to 

push. 


I think if you looked in almost every speech the 

President has given, he has mentioned this. But one of the things 

we've always wanted to was we've always felt that no matter what we 

did in the:! student loan program, it wasn't going to help anybody if 

anybody didn't know about it. So, by creating an individual 
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think the proof will be in the pudding, 

What you wi!':' see is that this will be an effort to 
promote U,i$, no'; j'.1st ;'\0""', hue: after the ele::.:tior'li not just in front 
of reporters. but with high school guidance counselors in every 
school aC,r055 the cou:ttry. Anci t:":lis is something the President 
believes very, very deeply in. T:":lis is someth~n9 he has always 
talked scout: Dnd always pushed. A.."'1d we ·,..,ant people across the 
country to knoH about it, Because that is the only "Jay they \>lil1 
make these opportunities and get educated and be ~art of the work 
force that ,ts benefitt'ing In the global econoft.y now. 

DEPUTY SECRETARy KUNiN; J'Jst let me add so:nething to 
that. I mean. many federal pr09rams that get passeci, but if the 
public doesn't know >!lbout them, there's no way they can '!:ake 
advantage of the opportunity. And this is rea:ly the first time that 
we have begun to inform families, students, co~~unities on a large 
scale of th:LS kind of opportunity that is available to them, And I 
will also announce the phone number that students and families can 
call: l-aOQ~4-rEDAlD. 

And it's really important that young people, that 
parents are knowledgeable about this opportunity. And r think there 
is a cletlr contrast in the direction that we're movir:.g in and that, 
in fact, greater access to college education, to t€chnical educa~ion. 
to c:olnnmr:it'J college, whatever your choice is, is something ;:t:at t:'lis 
President and this administration squarely stands for. 

Q But you wouldn't -- I mean, yoo brought '.1? -- yO'.1 
wouldn't delcy that there are some political overtones and o~jectlves 
-- would yeu n:>t deny that? 

~R, SP£~LI~G: : would say that the main reason for 
a::mot:ncing r~ow lS cr.at it has now been -- you're talking abeut we 
could hove s:1not:ncec: it a couple of months earlier. 1'0 have 
announced it ill the S;..u:::.er before a single school hud got going did 
not lI\o.~,e mud) 3e:130. And, yes, we wanted to announce this not if' the 
III.tddle of: the he&lt:r" care debate and a:: a time when people would 
foeu,,, on th_ls, We :::r.itlK It' s very important:, And T think if we had 
ilnno\lnced ."l t Oil ,Jo-,-y lsC:, I ::hi"K. we would have prOPerly been -- been 
propo?rly cnti::;ized for rQl~':'T.g i-::: Celt dt a time when the attention 
HCiS elS(Mhcr(i!, befcre a f'J:r;l~e school had started up. And this i5 
going to be: a lo;:)g-term eff:::rt, hopefullj' noe: Just of this 
adl1liniGtt:tlt"Lon, but !'UtUL'8 admi:--ds::rat.:.ons, co not only improve the 
colleg(l! 108n proCjram but: to make sere ;"ore A:ne.::::icans know about it. 

So aflnot.:ncing tr.is prog=a::-, is not political Dt all. 
When I mentiQn the contrast with tt<l.t ar.d the contract, yes, I am 
maklng (l point about the differen:: p:::iorities of different people who 
llre ccntost.in9 for the support of Amer.:.ca~s. Ane tha:': is a point we 
are making. Gut the overa:!.l p:::ogram is sor:-,ething that has been in 
the works for a long time, something the President has deeply 
beliBved in, and there has been a long-ter::', effort, There has never 
:::eer; a b:::€a~( in working on and promotir:~ this ?rogram. 

DEPUTY SECRE:.'tARY KUNIN: Let me just say also, the 
timi:1'9 is important because we haven't been in a position before to 
really assess the first phase of direct lending, But now the loans 
are. in fac",;, being made and have been made under direct lencii:lg. So 
the first five percent, we have a verdict frail'. the jcry. which we 
didn't have before in regard to how successful the proqram, And I 
think thi'l'C's an important piece of news, 

Just to put it in perspective, as many of you here 
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.recall, ...:hen we first proposed direct lending and student loan 

re:cr:n, the!"e were a lot 0: skeptics O'Jt tr.e,::e w~o said, you know, 

one, cr.~ Deral'tlller:t cf ::::ducatL:lI1 cculdn':: man::J~;e i::; t",'o, i:: would 

be confusinq; and it 1;\;.rns out 'to be just t:i".e Oppcs.lte, 1:1 fact, 

this has be~~n a s1;unnir.g management success, and, in fact, the 

savings and the satisfaction are very real. 


Q Then, just to clarify, is there anything 

specifically new that you are announcing, other than, let's say, the 

nOm8 for it today, or i8 it basically the program that was ,int'rod\lced 

;;o.ck in f1.US;USc;? 


DepUTY SECRETARY KUNIN: The name is certainly new, and 
think the qvail;;J.bHi;;y to students !:hat incor,e con::i:1ger.cy is 


po,::e:)t~al:;'y available o\'e:; ::;he next Lve years ::0 20 m.il:'~o:') st'Jdents 

-- a:1d I don't be:~eve that has been announced in quite chis way - ­

this could be a savings for all ~he stt:den::s that ha·ole ou;;standing 

l':;;:u:s. if they c:lcose to de so, Now, not ev~ry~;ody will, M<:ny will 

stay with the standard loan program, some may choose other kinds of 

programs, and we're going to be very conscientious about really 

describing those options objectively, You de pay more in interest 

rates OV8:r thQ long t:erm if you extend your loan; there's no question 

about tnat. Sut t-he fact that this is available to everyone puts i:: 

on a scale that I think has not been announced before, 


t·1!\. SP£RLP~G: I thin!: the most .:.:npor::a:>t -:r,ing is that: 

tr.is ';'$ DekJ ::0 the ;;''r,ecicar. public. There has been a lot of 

discussion of the institutional arrangemer.ts and the legislative 

batt';'e ever di::::ect lGr.ding, bu-:: that is not ....-hat tr.is is ",boet, 

ultim<JteJ.y. T:,is is about whe::her 'the millions of, st;Jder.ts out cnere 

kr:ow fron us a:'!ci from you what their new opportunities are. 


And I would say 'that there has been very little so ftlr 

that ciesr,:ribes to an avertlge student, an average family, what the 

United Scates Congress has just passed, and how it will benefit them 

and how it 'flUl giv~ them flexibility. And we wanted to roll this 

Olit in a ti...~ v.hen we felt people -- i::1 the fall, when peo?le \.,ould 

focus 0;, it, a;'1(j !the:::her or.e covers the political aspects or angles 

of i~ is really not impor~ant. 


1\I:)"r: is im;?:::rtcn:: iz that, from OL.r 90i:)t 0: 'J.leW, tha-.: 

we -- anci we hope you as well -- '.'<il1 let peeple know what 'Che 

opportunities are available to them. Becaus·e if they are not 

transmitt",d from us to the media, to average people, the:'! we will 

have il !1Uge opportunity lost:, We wlll have created;:; great new 

flexibility for over 20 ffil.llion people over the next few years to 

borrow in a way that better fits their individual neecis, and nobody 

will know about; it" 


So what I'd stress ~s that we just want to let peop!'e 

kno\',l what the opportunities are, however you !"epo::t it. 


Q {,s yOl: know, a lot of cc':'lege .:t:'!d st,;deLt and 

consurr.er groups have expressed some reservations apol,;.t the way that 

the incowe c{lr:tingent option is structured, because students whose 

t~!!yment$ !lre too low will have interest to c2;:.it:alize on tc;JP of the 

pnoncipal, and their total repajl'lIent over years could 9row by 

thousands of dollars, What kind of requirements <i:re you btlildinf,J 

into the prQqrll.!l1 to make sure that students have enough inf(;nOrnation 

up front co f:ully understand the significo.nce of that ° docision, 


DEPUTY SECRETARY KUNIN: Yes, \'1€ are very conscious of 

!:r:e ne':;d to pl'ov:"de tcuth in lending i~ the tr~e spir.it of ~~r.ht 


pLtT,.se, }\;)O ::,tu~;e:1ts "'Jil~ re::::eive coc:nse':'i:1g as to w~al: is best :or 
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the!;" they \,ill n:Geive all the information about the long-term costs 

in addition to the s~ort-tern costs, but we're also really working 

under the assumption tha~ these are adults who have to make lots of 

fin uncial choices and d~cisions in their lives. 


Remember, we're talking about the student who is paying 

back a loan. You have to make the decisio:'l of how you pay it back 

when you take it out; it's onJy \~hen yeu gradvate a:'ld you COffi9lete 

y00r pl"G:;;ra!!~. So a lot of the",0 st:udents will be 1.2, '23, 25 yi;!il:rs 

old. They're also making f,l,o<-mcial deGisions on ,4hether or not to 

buy a house or a car. And having to make those choices as to ....'hat 

optior. :'5 available. And one size does r,ot fit all. For some 

!"t:l0c:r.tS. the tradi -::io;)al plan, the standards pie\!1 will con:.i:1Ue to 

be the r<:Qst e:f8ct.ive. Ar.d the important: woxd here is choice. 'l'he 

-lmpor;:ant w{;.rd :5 that students will, in fact, be able to choose what 

is best fo::: the::'! at their particular polnt tn life. 


}"nu, "lS these different optiO;lS .1D your packet indicate, 

Eor example, a recent co~lege graduate who is earning $25,000 and 

owes $10,000 in student loans, under a regular plan they would pay 

$120 each month. Under lr.COffi€ con~ingen~ they would pay $105 and 

.::xr.end it over 12 ye6rs, We calcu.d'lted as k~r:d of a gcr,er:ic payment 

plun which -- there are many variab:es for al-=-- of c:r.ese. ::Lf you had 

a $12,000 loan under the standard plan, you'd pay 130 percent back. 

Under income contingency plan, you'::! pay 150 percent bOCk ove~ a 

l:;r:ger p8riod of 15 years. And the differ<:;nce i5 t;ot so muc~ as to 

~J8 tot<Jlly des:::;::::iliz1D<j tor someone. The differer:ce wO',llti be 

$:6,000 over 10 years, versus $18,000 over 16 years. 


So, yes, rhere are differences, That kind of difference 

:;.;.ill 'ae fully ex,::~aine,L Bet we believe students are capable of 

making tno::;e ~:i.;:lds of cr,ol",es just. as they do in other t.hings in 

life. 


M!\, ,sP2R:"ING: I just war.ted ::0 add to that sometimes 

the extreme examples are when people con't even adjust buck for 

inflation the amount.s of money over cime. When you look at the real 

time value of money, it's up to the individual person whether they 

will 0)7 I.;on' t be better off. It: deper.dS wl-.at alse :hey feel they 

8::'>l:ld cio with those resources. But ti'.8 irr.port!':!r.t poL,t ~2, ;ye tell 

PGople tJ1Llt they have the lntelligence and the :free wil: a:1d tha::.: 

they know t!1e::nselves well enough to know how they should spread out 

their loans on a car. We think people should have ::he cl-:oice between 

a 15- OJ:' £1 30-yewc mor.tgage, We think that people vlho go to co-=-lege, 

and grad-,liltei:rorn coLlege should have the same fle.X.lbiE~y and that 

the federal governmenc should trust that they have ~he same righ: to 

choice, to make those same decisions in student loans. 


7\;ld, i:> fact, you would argue that they have more cr.olce 

here because -::hey're never bo>:eo in. The thing tha~ you have to 

remember is chat you can always switch back and forth. If you did 

think you made the "rong d.;;cis.lo:1 repayment-,,!,se when you were a 

f;"sshman .111 col ,~'0'J. c:o',llci chnnge '«i':ho'.Jt iJnY cost as you started 

yOllr n~payments, or after two years. So when YO:.l' re gi l1i;)g people 

absolute, rna.:dmum choice and flexibility to switch back B:1d forth, 
 I 

can't say that we think the federal goverr:men::.: s:'1ould come in and 

mar:.d:::te for each person wh,)t 18 the right chc~ce for each and avery 

p~rson at;: €;.2ch and. every pO.1nt in their life. 


D£PUTY SECRETARY KUNIN: Let me just make o~e more 

:::ommen:: en th~;Jt, This is probably the best investmen;:. a:1j' sturie:1t or 

£o:nily CQuld :nake, A2.1 I.:he evidence indicates thr:t the dif£e.::'ence 

be-tl"Jeer. flaving a college degree and having a high school degree for 

lifet::me earnings is $1 million, The difference fcc graduate degree 
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is $3 million. So, while yes, this provides more choice and a 

different r4~payment plan, the bottom line -- this provides more 

opportunity, more ~ccess, and for the long-term, economic well-being 

ot our young people. And tho!: ;LS what .is the heart of this 

ill~ [ia~ive. 

':'bank you. 

Q Hmi ::IB:1y peo~:e wil~ be ~r:vo:'ved ~vera':'l .... he:1 ::":.' s 

finally pha~;ed in felly? 


DEPU"I'Y 'sE~~ETARY KERNIN; l'la ca.::m:t fu2.1y -- the direct 

l'a!,ding depends upon how many people, how many schools do 

participate. And the Congress designed the law so it's phaSB{; in 

five percent, 40 percent, ::'0 percent and then as much as -- it can go 

lY;;yond 50 percent if more schools apply, and then 60 percent. So our 

€xpect;;)tion is thot we will h:rvo full participation in dl!:'cct 

lending. 


Income contingency -- you can ask fer that ~ven if your 

~(;hool '::s nc< '::1'. direct ~ending after the plaL for that is rolled out 

In Jacuary. We don'-:; know at !;his point 'dha!; percentage will apply 

for income contingency. 


<; H;:lve thex:e been aLy shortage of pG'::::lci!Xltion 

because ::r.ere has,,'t been atter,tieD given to ::tt by t:, € ~'IZii::e HOl.;se 

before? 


:::£PUTY SECRETARY KUNIN: NO', act.lially we're very pleased 

with tZie participation, And we antv:ipate tn<lt we'will reach the 40 

percent of the loan volume this year as the law permits. 


Q My understanding is, isn't there an income­
sensitive-type plun within the current loan program? 


DEPUTY SECRETARY KUNIN: Yes, 

!~ So how is ~hi$ -- ;10W is yo\.:r thi;1g bettGr? 

DEPUT~ SECRETARY KUNIN: This is better because, one, 

you c",n 3wi::c:" anyt::uue, yO"'! don't have ~o negotiate wit~ you:: le:1.der 

or '.j\:,-:::'Ir.t~e -'"ge:lcy. And it"s jus:: very cletirly prescri:::~d. Tmd r.ot 

eVBrybody provides the incolT,e-senS.l.tiv~ loans. Ar:d this :"s Just 

a:1.other optio:). Some people may want to choose different ones. 


tJ!R, SPERLING: TIl<& rain point which Leo could discuss 

with yOil is that before it was "I one-cn-One ~hing; this is a 

universal guarantee to anybody who 1.S in the program. So it's a 

vast, vast, vast expansion in terms of the ability and in terms of 

th{~ general mlmbers of people. It's 300,000 already by -- in the 

direct loan, by t'iscal Year 'ga, It dep~nds how many schools come 

in, but one estimate on the phase-in would be close to $5 million 

wit.h another 15 to 20 million people in consolidation who could be 

elig:bl;;. 


Tne only thing 1 want :0 stress ~s that the Secretary of 

Ed~cation is going to announce how that will be phased in in January, 

bccaese with so many people oet there, it's extre~ely impcrtan~ that 

It :00 S2t: up in (l ~iDy tn{lt I-;e e;;:.n :t,al,tlgc t:le case~oild ar;d ::h;;t it be 

~:one i:1 ilO efficient aCId pI'.Jdent way. And we're going to h'ork with 

members of Congress to make sure we have a plan. But when you lOOK 

four 0:' five years oct, yO~l' re talki:v;J about over 20 million people 

being pot0Pt:.I.i;l 11y 8ligib10 for this. 
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Q So if I'm t! s t.~:den:: wi th btick loar:s or whar:ever, 
and if I want to consolidate in January, tr.en, boo::;, my loans can go 
from eight percent to four percent? Is that tr.ue? 

O.sPUTY SECRETAp,Y KUNIN: !rJe~l, tho couple of -- yes, you 
cnr: in;:;t:ire about it. We are going to reveal the pla::l to irt:plement 
it. But cet"tainly that potentially -- maybe not to four percent,' the 
presen~ ~ate is 7.4 percent 

:-1::. ;'PSR:l.ING: The four percent is the ~oe, The fees go 
dcl.\'c fo>.:l" p0!:'ce:1t. That is already for everybody. So that already 
exists right now for every student. 

Q 3'.1t w:-;ere do the students 

DEPv7Y SECR~TARY KU~IN: It depends what your average 
interest rate is for -­

Q I'm just say for n st~dem:, for a student? How are 
tr.8 fees going to save ~he~ 

MR. SPERLING: The $2 billion is the savings frOm the 
fact ~hat the fees used to be 9 percent -- 6.5 percer.t, now they're 4 
percent. .~~o that is v;here the $2 bJll;.on savings co::.e$ Dver five 
yeats_ And chere Gould be people who get additior.al savings well 
beyonc. that S2 billion from lower interest rates, but t:)(:l.t depends on 
the individual person and when they go.t their initial loans. 

DSn;TY SECRETARY KUNIN; A rough esti:m..ute ',1€1 hav:: is 
abO:..lt 40 pe::cent ot' the students have loans ::hat are Over 8, 2S 
percent, so that if they consolidate, they would have a lower 
percentage on average. But 1 would -- it's very hard to say what 
applies to a:l s:cden::s; What is very important here is tr:at c:here, 
in fact, b~ counseling, De i:;formation, because it's going to be very 
individualizec, depenci~g what the various interest rntes wer~ when 
you took out your stude:lt loan. But the possibility, the pot~ntial 
is very strong that a o'.lrt'ber of students will experience savings. 
But as Gen~ Sperlii1g ~t:st s2id, we want to make sure we: Lmplement 
this in a w<j·f that is manageaz:'e and that wo::ks effectively for 
students, their families, aod fulfil1s the prc~ise of the program. 

So I'll give you more details in Ja:)uary, and I would 
really lib;, to \~iJ.i t until then. 

Q Would there be consolidation, then the)"re eligible 
for all five payments plans? 

DEPUTY SECRETARY KUNIN: Yes. 

Q JUSt like the direct loa~? 

DEPCTY gECRE7A~Y KUN!N: y(~s. The onl)' way yeu're 
eligible to" di:'cct lO<'1:1S l.5 either if your 8choo! is in the pr;:>qra", 
or yeu consolidate, 

MR. SPERLING: The only thing I just want to stress is 
in J:nmarv they'll anr:o:mce the plan tha't could have some phasing in. 
So I "ould:)';: want Y::H; to stJ.y c:rat everybody w~ll 8bsolutely on thac: 
date. They'll announce how, but it will be phased in tor everybody 
in January. 
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THE WHITE HOUSE 

Office of the Press Secretary 

For Imilledi a te Release Novembe!: 2, 1994 

PRESIDENT CLINTON IN DISCUSSION WITH STUDENTS 

University of Michigan 

Dearborn, Michigan 


PRESIDENT DUDERSTADT: Mr. President, on behalf of the University of 
Michigan, I'd like to take this opportunity to welcome you, Congr'essmen \ 
Ford, Dingell, and Carr and other distinguished guests to the University 
of Michigan's Dearborn Campus, in the sense, to sunny southern Michigan. 
(Laughter.) I '..;auld point out the rain arrived late Saturday afternoon. 
'''ie're kind of concerned that Wisconsin brought it Ivith them -- (laughter) 

,Ind it '.:I be>~n here ever since. 

\\10'C8 absolutely delighted thDt you've selectee the University of 
Micllig~n as a site to talk about a very importarlt federal program, the 
ic.~d'Hc.! Direct Student Loan Program, or as it i.'J kno'tm, the William D. 
~'ord Direct Student Loan Program. This is a program of enorlllOUt; 
importance, \,e believe to the nation. It cecogn.ized the importance of 
the college education to all of our people. But beyond that, it 
recognizes the importance of developing new mechanisms to help students 
and their families afford the cost of that education. 

We have seated around the table, in addition to Congressmen Carr, 
Forci, and D.ingell, several students of the University of MiChigan. Let me 
i nt: roduce thE~m to you. 

S,-"c.lLeci ne>:t to Congressman DingeLJ is ELi_CD Hodge, a student at the 
Urliv,"rs~ty of Michigan's Ann Ar'bor campus, in a master's progrilm of 
1 ibrary science. Next to her is Chancellor Jim Renick, chEmcelloc of our 
Dearborn campus. Next to him is Stacy Tendecson, University of Michigan, 
Deacborn student, studying elementary education. Next to me is Alex 
Vincent, a senior in political science at the University of Michigan, 
Dearborn. Seated to the left of Congressman Carr is Kelly Macalaney, <l 
Ph.D. student in higher 'education at the University of Michigan's Ann 
Arbor campus. President David Adamany, president of Wayne St<lte 
University next to ·her. And then, seated next to President Adamany is 
Charles Tisdale of the University of Michigan Dearborn campus, a seJlior 
in el~ct.rical engineering. 

[,eL n!':! make just il couple at quick c;omrll(~n:;o; abOI]I; the I'ed·~c"l direct 
SL1]eient· loan proq~am, since the University of Mlchiqan is one at the 
I'iest 104 institutions to have implemented this pr·ogram. 1>'le have been 
very SUl)por~ive of this program ove!: the course of ~he lilst several years 
as it Look shape. And we rl<lve appreciated 8normously the strong . 
leadership and support provided by you and by Congressman Ford, other 
members of the Michigan congressional delegation in making this possible. 

The new William D. Ford Direct Student Loan Program, as it is now 
called, has qreatly simplified the process for our students. It's a 
program that really works, and works from the get-go. We've already seen 
on the Ann Arbor campus a ~3 percent increase in the past year because of 
this program. Our early experience in the first two monLhs are that 
students round it signific<ll1tly easie::- to apply Cor: loans. They h8ve been 
pOirUculacly attracted by the more flexible repayment options that have 
be(~11 offered under this program, including income contingent, graduated 
and ext elIded plans. 
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We ;;:;;'r.k ::hac il.: is being very well received by 1.!'\~ campt:ses. i\nd 

Da\'ici l\damany's institwt:ion Wayne Stace, will be a part of t:"e: roughly 

},$OO instit.utions chat. will come on board in the second phase: of this 

program as it builds over the next year to roughly 40 percent of the loan 

activity. 


This is 0;9: federal prograi7" as I sai.d, that is working very, very well, 

Estimates are that l t will save upwa:;ds of 54 oillion to the American 

taxpayer, saving "lmosl $2 billion to st'Jcients ove!" ::he cou:::se of the 

next five ye~lrs; a program of great success, bu:: a program ~e b-::lieve of 

grea::er HHportance to the future of hjgher ed"J::Bt:icn i)::;d to -:he future of 

::be niH iOI'. 


3::(.u<:!I':V; <Itcur,d here will Pilve un oppon:ur.iLY \:0 '~>;p::il!"S _0 y(;t; 

::;l~·e'.';:.:ly ~'Hlr C".~,l ~!{per~e"ces. Eut I'd like lO LiCSL taSfr tlll$ 

("";ppor~".:'l:.tt' :"0 invite r&rnarr:.s yOIJ tnigh\: htlVe flbout th.is unpor::i1nt: 

progrilm, 


THE PRESI[)EN':": T:;an:..: you very much, President Duderstadt. Ladies 

and G~ntlemen, first let me say how de':'ignted I am to be back ?It this 

campus again, I visi;;.ed here in ::"992, ar..d i'm glad to be here <-H]ain. 


One of the most impor;;.a:1t com.rt'.itments I :nade to the voters in 1992, at 

ieast from my point or view, was that if I were -;;0 become President I 

would try to do something about the Student Loan Program to make it 

easier for more peopie (0 access and ror more people to go to college and 

st.<1'y' ill coll!:<jQ, I've been very concerned bas<.:<l Oll my \?;.:pe::ience as it 


gover:lor with trv" ~umber of our young people who either dici;) , t go (0 

~school o~· who staned and then d:"opped out b<Jcause ;')l the: high COSt of 


tht: co:lege eca.:.ca:ion, becat.,;se they either couldn't get: the loans of' they 

thougn ;,;;\oLOght i L t.'"Hiy did get ::::-:e :'oans :':hey would never be abl", to pay 

(hem back. 


I was also, frankly, ou~:rG!ge:c. by ::i'.e h.lgh de:-ault rDte amODg people 

wllo htld lO<lns and didn't pay them ;:;ack. So it seer,ed t::> me that there 

O:.Jgt~t to be an easter We',!, to 90': t:J8 loans, t:: pay' the:;; back, an:! b 

b8t~~r' I>-wy to actually S8~ thitt they WE:.c'e p"ic. btl;>" 


;.o;r.<.\.: t~~$ program is desiqned to do is to 'cower the cost of" ::he 

cc~lege lCbr,~ ::0 the s::udencs; give the students more fl'=%ibl~ re;:aymer.t 

ter:ns; g-':<lra:"ltee that If you choose to go into some line oC work which 

doesn':.. have a high salary I-/l"len you get out of college, that there is a 

Ilmit :':0 how ;nt.lch you can be required to rep.ay as it per.ccrHilge of your 

income, but. that if someLhing happens and your circumst.:nnces improve and 

you want to pay the ioan off quick€r with lower interest rates, obviously 

you have that option as well. 


So 1 came here today, just ~o lear~ how this program is working. I 

W3:1t to say a sp.?cial ....ord of thanks to Congress;;:,.an Ford, w~o, as the 

Chairman of (he House Education Corr~ittee, spea=headed t~is; as well as 

~o Congressman Oingell and congressman Carr. vie paSS$o this :;:roqra:m by 

:.:he r.a:rowest of margins in the congress" There were a lot of p*ople whc 

::idn't ":a,,t us co pass it because ther'? werd a lot of peepl€: ",ho we:::; 

r;o;·t of Tddole ;n~h in this ope.cadcm who were making a gOOd deal of ~;;oney 


o:"r ~;:",e p:'cgr.ll:;" 


l:t1<.. this is ll!l1C2!:1g. \'le saved ovei' $4 biJlion O'ler" a I'ive yeot:' progrn:n 

;n tho .::ost to ttle ;:axpaye7's. we al::,~tldy .;;,,0"1 we',;;-,,: \ioing to cut $2 

billion in the cos': to the borrowe::s. Ana ;"Je:' re g01.1'\g to be able to help 

moce people in a better 'day, if .it is properly imp:ement:ed. 


So, we're here today, in large measure, to t:t·tanx the U:1:'ve:rsity of 

t4ichigan tlnd LO thank wayne State for joining the program next year" 
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;vl:!.chigan has probably had the stronges~ varcicipat':or. in tne p:::ogca:n of 

ar:y s::ate in t~e country so far, It's a real tribute to the leaners of 

your ir.5tit"-lt:ions of higher education that you're out ahead of ::r.is 

CL:rve. But T. think the students of Arnerica will dema:ld to be included in 

this program, the more they hear about it, if it's properly implemented, 


So I came h~re today to listen and see how it's going and hear ft'om 

all of you. 


Q: :-Ie1:', I' :eel that the :1ew p;"09~am is much better than the old 

5ysLe:n <-Ihen i was ar: unde:::graduate I was bor:::owing on the old GSL loans, 

and what I was doing was g~tting a loan check every semester, waitio9 for 

it to come, accumulating late fees fro:n my inSt':"tutlOn whjle I was 

waitio9 fo~ the check tQ be dis~ursed. 


And the new system is much eaSie::-. It woeks out great:, And I can 

particularly appreciate this aspect of i~co:ne co~tingency as far as 

repayments are concerned, because I'rr: goin::} i:1to the library profession, 

3:1d as everybody knows. its not as lu:::rative as sOCe of ::;,e oth0r f~elds 


O:J~. SO as fa):'" (lS income cCflt.ingenc)' lS :::::::r:ce!:r:t~d, 1 'ti like to star:: out 

possibly by r2paying my 10;;11$ lhaL Wily, a,d til",:, mO'J.';·.9 o:~ 1.0 " :aon; 

st:and2rci2~d iJaym~f1t pl<ln {)$ my $412::'1 pot~nt.i;)~ LrL::l>Eilse,'>. 


,}::t:::S:iJEhT DUDER:oTADT; You find the flexlbilily it) th;: re;~ZI'iment :::: 

rca:ly attractlve? 


(I; O:l, yes, r:;o" t ;iefini te 1y, 

Q; We:l, :'m planr.ing 0;) going to teach in an area of Native 

American cor.c:ent:-a::ion whicr. would probably PUt me in t: low incc;'te 

earning potent.:..al cateqo::y also. So, basically, th.'1t was one of the 

reasons W;)1' t.he GS:'" pro~:a::t was just: ideal fo( me. Plans change, and in 

order to mOVE: wit.h t:le things that happen in youL -: ife, having t.he 

options is e]wDYS a plus. 


Q: Well, first of all, r fOl>nd oct it WhS less CumberSome, as far as 

the process of getting your checks, 


Also, with Americorps, as far as the public service, because I'm a 

political sclen"ce major, chilt's what I plan to go into, And that's really 

good b,:cduse I'll be able to like pay my loan back while also providing a 

service for my fellow citizef)S as well. 


THE ?~ESli)ENT: Let me interject here, For tr.ose of you ""ho doC!' t know, 

w;.,at Alex is talking about is Americorps, the national service p::-ogram, 

allows young people to eilrn credit against a coll-:9tl! '?d1.:ca;:,lon, <It. the 

san~ anm:al :'<J::"~ as the G.:. Bi U, lor se,'/!ce 1.:0 :;Ile Unit:ed States Olcre 

Jt hom;] L., cor.::lt:;l:;;:Y $er'/ice war};, So l:hl1 ::1-10 01' :..h~$'~ ... hings tog~'.::,er, 


be said. cwr h,PJ<2 an '.wen bigger il"pact in making it '~asier to cor.,ple:e 

YOlli co':"lege dc'..:ca';:ion. 


Q: I g~ess, ?res!dent Clln:on, I'm yo~r standard quintessential 

G~nerdtlon X s:.;ud"r:t in that I've bee~, cue, have cwo degrees already 

through 10ar:s; wen::: to t:"e corporate world, thinil.1.ng that I>las what [ 

wanted 1.:0 do; made a 2.01.: of money, paid off :;,y student loani and th8n 

decided arOUcH:.1 SOllIe point 0: r:"s0':':'1 t:-:tat WZisn't what l wantc=ci to do with 

iL'1 life. And 1 illso -- one of ::.h0 !:;~9 daCi$ion.'!; for IT'e in corning ba<.:k to 

schooL taking a )'Gilr off, going t:;; China and t €acr:ing a::ld ,~arning $100 OJ 


month, working on my ?h,O. -~ which wh:;; k:lc,,:s "'1C'" lens that ,..,:.:..11 b8 - ­

all through student loans was thilt., I ccdd not a::~"Q!,::: t.o cia this l',ll 

not; l.onger haw: that. income coning in, 


Sc CrQm IT,y perspective, Lt's wna::. allowed me to de::::ic&te my life to 
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education ami comlliunlty serVlce ,,::::\in .r.ighet eQ0Ci1C.on. So ; 'Vi: studied 
a lot the Amer.::icorps proposals liS weU as this pt"opcsal, a:1d really see 
the benefit not only financially and e::-.poweri:lg st0cents to manage their 
own assets L'i:ll;;her t;han letting someO:1e -- or, net &Ssets, litJbilitles -­
!'ather than J.e'tting someone else manage the~; also to GO::-_'fiit their lives 
to service, because I do -- I'm in tha:: part of the ge:1eratior:, -: think, 
that really is interested i.n service, 

Q: Well, Mr. President, in my case, I've come from a low income 
family, which basically :;!leans without the loan, period. 1 wouldn't even 
be here. College would not have been an option for rt'.e, College was an 
cpt.ion mace lIvailable by the loan. And, as a result of that, I am now a 
graduating senior ~~ preparing to graduate in May of 1995 -- [r01:l h~re at 
Uni':ersity of Michigan in (';h::arborn. ! 'r.) qoi:1g to b~ (Jfa(illatilH'J wi:.:h an 
Elecl:-ic£d En9inee::"ir:g Deq:'ee, wnich will probably put Ille in the middle 
cl.Jss. J dog·t l"hlnk I'll b<J in Lhe tower end 0: it, sO 1 prObably won't 
lIilve to take adv<)ntilge ot some Ot the specials wltn t.he paying back. Sue 
at le<lst I wUl I,e able to ))_'l.y ;)ack the loan, and I do intend to pay back 
the loan. 

One of the nice things ilbout this new ?rocess and t:,i5 new procedure 
is that ther~'s a lot less paperwork, ;':r; the year's before, "':8 hold a lot 
of paperwork; we had a lot: of things to :i22. O·.1t -- " 10'': of :'0':-:11'.5, it 
w.s.s ve~'y cu:nbersome, The drudge;:: i0$ "r ). t WEd'€: ext ~e:::-.el y I':igh. 

Anothe.;: ::;,inS that 1 'd l.lko to point out here is c.r:2t as 3. caselt of 
~he tess pap.;,t'vlOrk and having t.o deal w1.th the oUicQ of ::.h€ fi:-Iur:c:inl 
aid ~ess, chis hes olloj.1(~d ::Ie to l11i'l.ni'l.gu my owr tuns. I'm Dble to ;:ake 
mo;e <::lasses: : 'm i'l.ble :;0 t;.:)ke less woek. I have a part-t.l.m€ job at ,,!::is 
poin:. in t:.l!t!o;:. A;)d <lS a result cf the loon T have been abl.e to take a 
£~ll-tiE,e scr,eo.L;.le O~· c:asses" 

PRESIOSNT DCD2RSTAD:: Very gced. As r said at the outset, the 
Universil:Y of fvlicnig8:1 has had a very, very positive experience in being 
in the v;1oguarc 01' tbis [LrS!; set of ir,stitutior.s, Perhaps President 
Adamany, you'd like to make COIl\ti,ents from ::he perspective of the 
institut.ion that's 8bout: to come on board -- your o ..m pers!Jective, 

PRESIDENT ADAMANY: Well, Mr. Presiden'::, we're very pleased with the 
direct loan program, (Ina wi::.h the opportonitj' ;'::0 become ii ?anicipant in 
the second wave. r rhink I'd emphasize fo, ytJu t.he i!ll~c, .. ance of t.he 
incom~ CQnting..;nt feature. And per-naps I codd say a woro about that, 

\\'aY!1€ is .an institution in the city of Det!"oit, almost all community 
students -- t',.;ice as many students of low income as t!1e average in t~{i! 

country: but at the same time, only about a quarter as many of our 
students presently take stude.')\: loans. The students are afraid of !.cans, 
especia:ly poor studen;;:s and especially m.LDoLity students. We have the 
largest nunber of A:rica~-k~erica~ st~den;;:s on any campus in the United 
Sta::es, except the his';;o::'ically black institutions. But our students- <Ire 
afraid of loans, and what tr:ey've done is reduce t:heir course loads in 
order to work more :'OUC5, roth")c than t<3'tzc lcar"s; 0:: which they're so 
fear CuI. 

TiP.) (neems cOdtingent C1!ature gives them a ceasor.<,:oc8 ilSSUr,lf1ce thtlt 
;10 m;)ttot: what th,ur p;:espects aTe ir e t~J"r::::0 eC8r:om'y, t~ey shO'.Jld go on 
to S,:.:hOOL Pt an 'lccl~i0ro(;ed rate So w,z're vet'y gr,')t'3Lul tor the inoo;;,Q 
,>.,.;r,lir1Sll:n:.: n:<Oliture and lt will make <1 'xol':,d of dif£'~~-er:C::0. 

'1'''0- thl.rds 0 f Od r a tuctents -- of 0\11: Aft: icar.-A;;;er ieo£: :3 ::;.;den;:s -- we rc: 
fdl-::iJ»(? stl,,',den:s ir, 1982: "todny, a third D€CaUSe of ::he diminisn:ng 
VaLle of :::'e Pell Grbnts a"d the fearfulness of leans. So ::. th~nk yo'.]·ve 
reacned OL:.t ::0 ;:ommunities that badly need to be served thro:Jgh the 
:r:co",€; ccr.tif',~ef1t feature and. other features of direct loans. 
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I do want to say to you "rihile we have yot: here, ~!e're very grateful 

for the work of Secreta~y Riley and the Assistant Secretary of Education 

in wo~king w~th our institutions" l'm on the commi;:tee tha;; S,*cratary 

Riley has set cp to work with the department And 0:' course, our prayers 

a.te with him as he recovers from bis recent surgery. But we're vary 

grateful for the wo::k of the officials of yoer administration and th'J.' 

~)epart::'d~:1: of Sducat:'o;,. who have wocked with us on ::.his. 


T~i£ PRE$I{)ENT: Thar.k you very ;EUCl). 1 thi'!¥: we should give a IJ.ttle 

crecii t hel'e, <'13 yo\.:. did, LO Secretary Ri ley ar:d Deputy Secr.otary K\min 

iHld UV;! /\ss.istOlnt Secr.etary aoc c.l~ t;, € ot:,ers. 7hey h<lv~ worked very 

hard to get the mechanics righr., the de::.ails cigh:: on .:!.is 1',no to k-eep it 

going. 


Ti1e other thing that I'(j like to emphasize 0;'\ ::he poil1::s yet: just ::lade 

is ::hat I have been very concerned aboLlt the number of O,Lt youn'J 

stucents, and r.ot~so-younq students, who are having to really strir.(j out 

th-eir college education because they want to do H all qn a pay-as-you-go 

basis for this reason -- it actually is not good economics for our 

country, 


1'hf: a'bHa\je colleqe gradu8te in :;r.e [irs::. 1'e"r of work makes, as YOll 

all know, I'm sure, much wore than :he ave:-age hig:-.-school gradudte in 

t.he first: Veil!" or work ~;hat you :-::.ay :10::: knc~·1 is th.at thi!! gap be'.:wean 

wr.at ::.hey m"ke now in 1994 is :W1.Ci2 as great as i-: '..<as l!l 1984. So trese 

::'t'0nds are !"itthcr dramatic and they an~ not soin\! to oe ;;'SiV8:"sed ","I"': the 

[oreseeable ~:ut\)ret which means that, especLi>: ly d"; a;; €4S w{'.ich ~,ave 


o:.rod::::icnaLy had f!~ther high un<:mployment or low income. J.~ yot: ·"1),·,t to 

cr:angc the ::r.cc:;,e mix of tns people and change the n,;:t:utf! or: the eCO:i:;'IaY< 

~r.e of the things yot: s.::nply have to do is to dramat~c211y l:i::::!"GCSf! the 

percent .... ge of people WhO have a college ~ducatiorL It's one of thB few 

things you !::an do in a short period of time -- seanlnq ever a fi.ve-si.x 

year period -- to change the l:lcc21e di.strioction in (! COt:m1wnity, 


And so this is a very important thing not jus:.; for individual 

!UTler"~C<;lns .<lnci their opportunities, this is iI big deai for our country and 

(or whether we can continue to promote equality of opportunity and a 

better living standard and a rising living standa~d among people who have 

abso.!..ut\llly no w3y other than an education to i1chieve it. 


PRSSIDS)l:' ;::;;OERSl'AC'Y: One of the indiv'..dl).;Ils t.hat play0d an extrc:.mely 

impcrtan:: ,"ole 1-n this, as he has .i.;") ;;).'):1Y otn€r an:'05 of educotion over 

:.;hc years, ii: Cor.gcessr;ar. Bill ford. Jild~ed{ Cor.grossmar, Ford is known 

25 "Hr. Education" in the :..I.S. Cor:.:;::::-zss, : L'1ir.k ic:'s cr:.ly Littirl;;J and 

nppr.oprinr:>e Lhat Congressman fo::ti, y::u be ililowed -- invitee to m{)k<~ '" 

f";!w !..:ornments on :;ow JOC S2W 'he Oppoct.l:;.. ity <leV:: :"~)Jr ,; ~iJ: 1<.::tlVI? (is yet: put 

tcget:]i,f ;,.he l<?<)lslaticm tOr this. 


CONGRESSMAN FORO: \·Jell. t.he first thing that everyone owg:.t t.o know 

is tllDt a lot of l:l'S saw the trends that David talked about here. And he 

and I have discussed this, t-:r < P;esident, many tl-mes at 9t·eat: lenqth, 


As the ptu:c:\aSing power that: Pell Grant was 90i:l9 down, we had a 

vacuum created; and the vscuu;n was being filled by more and more 

borrowing, but by a borrowing sys':em that cor.tim:ed ::0 get more and more 

8xpensi va to the student, .l'md when you Ca:7.8 alor.g saying ycu wanted a 

national service program, and that you wa:1ted to be able to fO::91<.;e loans 

I:.or: Dcop,e ,,1'.0 went 1);tO national serV.ice, ihlct RtntLed tit.lkir.t; LO J~ 


"lbo.Jt 1:0"': that cO~lld b-e done, it ·...;,'15 just as if \\'<J. 15';,1"\.",,1 a 'iI',::'_l~ ne,.. 

8(£1; b,~c;i!.:se wi<.:hou::' the Wl·d'c.e HOUSE; wMHing 1;0 do H:, it wouldn't 

h0p;:::;!~ T:lI! banke:::s didr:'t ~la;1t \.;5 to do it we t.ook $4.3 billion of 
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proLt out of their pocket in the first five ye.:(s, :'1'_0 oa:1kers and 

thr:i~ fr:end~) and, as you mentioned, there's a Lremen':ous L,[rastn,ccwre 

t;.r.at bd: t up ever the years of people who make a very geod L!.ving out C!' 

tradi.ng this paper back and forth. We're getting rid of the paper. 


The important thing that:' s coming up, however, I get the impression 

from sorr:e of the students that this comes in for them in the middle of 

their career in college, And one of the quest.ions t.hat I've heen asked a 

lot is, what about me -- I've already sot loans for two or three years in 

schooL and now you come along wit:' this better deal, how does this help 

me? Well, the p,reseot schedule cr.at Sec!'e::a:-y Riley has is !'or the 

President: to sign a conso-lidatior. roll-out abol.!';; febc.Hn:y -- this coming 

february -- tiHIt. will let the people that are c:omin<";l io I~OW, bur:: have 

pt'0~xis"i;",g louns under tho old ~ntC~'esL rate, <;onsol id"te '..r,oso loa,"\s 

wil~ :'::H',!' now di::a!ct loan at abOllt 2 perC€I-;.L iess ':i:"n cMy';:e P"Y":1g 

no'.... 1\m' 111:0 t;;\E! way l:t:ey adV01'ti~Jo? Oh raclio, ~,~'Jr,:: rlr'? no closi:19 

CQ.')Lti, not'l:;:g ",15('; to go y;',cn ic; so t)wt:.it: DCI:U::ol.l.,. 0"":6 you ,. c:).::\f:ce 

'..0 :'cLl:1.:lLC;J that ....rich you \":",J alrei:lCiy iinanc8C1 un(!~l' I:hc old system, 


I';n::i I t:;'f'k :.:hi,t w~er: yell add thl:';:. fact8r to it, you're going to :;180 

onE; of the lant little blocf:s to parL_clpation, P.:opl.e are at'x:a1d ~~ I'Jn 

already doin~j ie this way, you're as:'.:.r:s ,Ee to c1::;;:nge; how can I be sure 

I'ln better oft:? I'd have n:::: r.e-sltatior., and I r.aven't, telling my 

grandson why he's better off, Eu:: he'll believe me. 1 'm not sure ch2lt 

other people will believe m<;; after 30 yee!.'S i:'! Co:)gre:ss -- (laughter) - ­

bu,;; for what ~t'S worth, I'm not a candidate, so you can believe me \"lOW 


(laughter} -- I'm a statesman, I'm not renning anymore. It wl11 work, 

And the wily Secretary Riley and his people have set ~t up, the real 

magic :'$ t,h2L this is the most paperless program for educetion we have 

ever seen, There aren't even checks written in this program, Eve:'ything 

goes b$ck: and iorth bet weer, the college and the Treasury by computer. 

And one of the schools said to me, that's fine ['or the University of 

Michigan becaUSe they've got computers, We' ~l buy the.!!' COml>Oter for 

them, The Pre.';:;ident signed for enow;:' ::laney to say to a schooL if you 

an~n it Cornp\lt,eX:'ized and you want to cOIr_S i~to thi.s ;H'og;:'am, the 

8epa:'tment of Edocation ',-nIl glve yOt:. the equiprrer:t to ;:'On the progra:n 

0,1, The 90v~rnment hillS neve,., ever come out a:-'ld paid ;'0:' your shovel In 

th,~ Pi'st, <1:10 that's litr::rally l"hat they do he,re. 


(>';\h(;c:;,~t,OR i\SN:CK; M,c PresidBllt, I'd like to adci t:h;:n: 'H)t orl~y hilS 

Lh:.,; (>rogr"m ~ncrease:;: oppo~·tucity, but it h<l~n't i1dri(~d bur~ll.ucracy; ::::)ac 

lih'i: p:'OCW!;;;) of LG';'iL')'sL",!:~r;t; :.r~ ?ro~,am is flot hlqil1'l b\H'eau(;I'Dt:1C. 1m:: 

50 w·:;' re 2ClU01ly it!:::e to .se~ve more 5tudeZ'lts wi-.:hout;; havin\l to hice 

additioc(:l p~ople to adminl.stcr the p::-ogram. And t~at;'s just an 

incredible benefil from the progra~.. 


PRESIDENT DUDERSIADl: t'm interestec -- we've hgc a number of 

students that havit been involved in the program 1:hus far comrr,ent. But 

frmr. the student'S perspeccive, is there general k!1owledge ar:lonq other 

students that you know about this program? Js the word getcing OUt? 


Q; W<alL r had act:calty ,,0:: heard of federal direct: student loans 

since 1 ca::;e to the :Jniversity of M!.cnigan and star::ed t:hiS summer. I 

attended an hisCOCl<.:ally Africar. Ar-:erican u:J.!.ve,::-sl::Y in VlrqinliL 

undergrild, and we did not have tt.is program, I think that: it would have 

helped a lot: or my fr:..ends stay in sc;)Qo:" who were especially "n:tending 

out of state, And 1\014 my brothel" i.s atter.ding an i:)5t11:0';;10n In Chloago, 

;:;:1(1 th8Y do nOt hi'lve federal direct loan. 5:: my fall1ily is sort: of -- not 

ne'.:essarily supporting me. because I'm a gratiuate st·dtie;,t;. r,C/w and I'm 

indepencenc:, but t:hey just got me through school -~ I ::151: r:;:'tlcil: .. ted i:: 
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'53 -- they're rocovering from :::e, anti !"lOW t:l£!y're havir.s to contend w.lt.h 

his financial situtlcion in school no",1. 


SoO my point in saying thl.S is that I think you do need to sort 0: 

expanc this program, or we need to expand this program so it includes 

more institutions, 50 that stucients have the option of borrowing di.rectly 

from :::he governc'.;tnt as opposed tc the GS!~ sys:(!m. 


Q: TIN ?n:s~dent mentioned -- this passed, and it: , s extraordinary 

when you pa5~ an education init:ia::ive v:itho.ut a single Republican vote in 

the body, beci.luse the way that we got ::I'.is 0('"; the books was to Make it 

part of the budget action and the rec;Jnciliaticn .. c::. :\5., l'esulL, to 

get an agceement thtlt would final.ly ge::: :..IS '.:hrcug;) Cor;9ress, lie had ::0 do 

some compromising. 


i;n~; {;S shG !I',~ntioned the effect on her family, d,"pe,"ld~r:g on "he;-.'e 

tb~j!' ee :Join~; to school, we ;:;arlH'l out finally with an agr08JnOfl'.: that 1:'1 

the l'~£s::. y$hr or:IV 5 9s£cent of all the loans _i.n the country could bo 

made with th.:.s program, T"f-la'.: '05 hoI'/ h'E! got lO~ sc;;hools, The second year 

iL CO:ln 90 up to hO percer:t of t'1e' 1020 volu:ne. And Lhl;!rt ill Lhe thiC0 

YEar it C~1n )10 up ;;0 50 pe::cer:t of L'1e 10<::n V01U,11'~, pl\l~ flny school that: 

dOQ!in't \1e'.: picked up in ::':1e SO ::;ercen:: C2n ask :,;'e secr'Qtet'y to come in. 

So there's no ceiling Bft.er tt:e third yea~, 


In the first three years we're going to have a very uneven thir.g 11ith 

sor.,e schools ::-hat get in and others that: ',-li11 dra9 thei:: feet to the 

detriment 0; cheir StUaem:.s, But if you read the statute, in the !ift:h 

year, we only require 60 percent of the loans to be in this, And we're 

not at all w~rried about that now because the rate ar which schools are 

signi~g up i~dicates that probably at the end of th~ fifth year, even 

though only 60 percent are required to be in, virtually everybody will be 

in, 


THS PRESIDSNT: Thts lavi p.3$sed the- Cor_9ress last S1.:wwer -- 1 mean, 

"U;~~ll':;:r belon:: lust, summer of . 93. And ~he:l we h"ld to do ::.he rcles, the 

;."e(J111,n~ions, SCl the syStem up, So r.o one could f1i1Va b"::€ll i;wolved ip .i:: 

belOn!!· then. And this is the first year, and t;'!en nex:: year we'l: have 

'~) ::0 40 ) €Lrcer.t ot: the institutions in the ,:;ountry involved. ,'\;)0 thcr" 

0'/.O!ruolly, ",())'ll be offering it to everybo(ly wi.t:hi;) a couple 0:: yea::s. 


l\nd if we c,u get: tris messag-e out acros~ the COI.1ntry that: it's 

working WHy ·",.elL t.')er I ::t:i.!'1f:. SOr..8 of the reluctant stiJdent loan 

offices and insti::utior.s aro".l!1c t:,e coun::ry ;.;",11 oe changing their 

p,Qsit1.cn rtlt!'le.t rapidly, 


PR£SIDEwr ADAMANY: Sir, r'd like Mr. President to make a further 

point. abOtlt I he advantage of this, which is that ~his program will 

c!-.':'Hly Ux the responsibility for the col IBcLion of loans with the 

tetleral gover:lr::ent. 


Previously, be-cac.sa the loans were guaranteed, the private lenders had 

'Je,"y little ince::H:ille t:o at::emp-t: to collect these loans, The default 

rates 11"."Y have, therefore, been too high. Of course, the default rates 

were credited co universit.ies ;..'ho had no authoricy whatever to col1ecr 

t.ha loans, Bu:.: it placed a considerable st.ig:e;i:! on t:1e ];lStHutions which 

take students who tire at SOme L.sk, be-caUSE- those students are most in 

jeopardy, most Jikely t:O "-eave school, an:::' mas:.: likely to ::ie':ault, 


'I'J-:is doesn'l; trouble me so terribly. r~fl8r ,jl~, \·n a;'d a socie:.:y 

\"1'1 i c>. t r 1€ls to inc cBesinql y open its doors, 3n<i \~,~' r:e (Jaing tc t2 ~e sc:ne 

,lS">S, ~3-.1:; the institutions that were working lHl.((;,J,'l:t to open doocs tot" 
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Americans wl-.o oth(}rwise dinn't have educational opportunities were 
se~~i:H] a terrible black eye. Our default tate was only 3.5 to 7.5 
p0~·..:enl.., but high .(IS cOillp<;red to cenain others. 

Now the federal gO'Jernnent will have the fixed responsibility to do 

this. We, or course, will work wi~h the federal agencies to accomplish 

this result, but it ",,",11 eliminate that special burden, special stigma 

that so of tell attached to instit'Jtions which es;,)ecially reached out to 

students who were struggling to get an ec!uca:::ion. I ~hink the federal 

governrr,ent's w.ll11.ngness to take this responsibi~ity :'5 a s::eat 

ad·... a:llCige, for which we're gratf3lul. 


Q; How /TI"ny places 6-re you mak':'ng paymem::s now? 

Q: Two. Well, actually, now I'm making none. I'm bQck in school, 

0: How ::tan]! places were you making payments n:: ODe ti:ne? 

Q: '~vlD tit one tlme, two payments a month or two different - ­

Q: r c.' S r:ot,. L::1usl'a: to l'l;.d iJ student in tJI':r St2tIJS that's on a 

s1.t;I,.!-'1~icn I"here they'::e :nak.:.r:g }:'aymen::s in three different din::ctio~15 Lt 

th~ SilJ1le tirr,ft; %"y!::e no::: ever. the Sar:'.e: duy or the month, and Lt'a a 

terribly cont'usin9 -- that's t:'1e exis:':lng syste::l. Now ther;;:'s onLy on;; 

place -- IRS " l.ha t 's it. Anc. the de£ac.lt HI te Hi L': disapP8a r b'!CUi)S".\ 


people don't defaul!: on paying their :"LCOII'.e tc:x. 


Q: May r offer so:nething? Number one, r wan::: to jcir. yet; in 

applauding Bill Ford. We've been so lucky t.o have him a mer::be:: of our 

delegatior.. one of the nation's e~:p(H'tS in edUC<'lLi.C:l, ;",nd .,.fe'to;! <)oing to 

r-ea 11 y miss Bill in I:he o;;:xt Congress. 


And LO yeu, Mr,'President, thank you for being here, d;)d :::hank you for 

tig;H.ing tor Lnes;;: :nlddle class families dnd making affordable student 

loans availnble to everybody. 


! have a : aftlnity :or t.:iis program for i guess two reasons, 

One 1.S chat, £13 a stt:derrt, :: wcu':'d :1::.>:: :lave been able to g::; to the 

University had it not been for st.:t:den·~ lo'm.'>. So :;:'v€ Lad my own 

person;,l 8xpedencc. And I hvd to pay ba::k in ;,;wo 80S, und l I-iish .l t 

has on! y one. So we' r11; mt:k.:.nq SOme pcog",~ss. 


B..lt tnere was another thLng. Aside frem the st:ltlst:'.tcs of abew.t. 

58:0,000 t-iic:ligan students who will be in this program w11::.1n <: few years, 

t:1erc's scm;;:thi.;H] mer€' than just the statistics. And:: thouq:\\; tha-;: I'd 

S:lJr<: v:ith you a personal experience that I had Most people in the 

state kpow th.;'lt I've represented t-hchigan State UniversL"y for 18 years, 

~nd one of my favorite things to do when they wen~ on a rij frecent time 

schedule than tf'ley are today was to go through the student registration 

lines .;'Inc.! shake hands during those election yea.(s. And it was .;'I 

wonderful experience from the standpoint of what h.;'lppens when people have 

th.~ eligibility and the affordability. 
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As you've sa,~d so many times, Mr. President, and yol,;'re to be 

cor.gr.:lt'.l':'at8c for i::;, you wanted a go¥ernment that looked like Ameri::::a" 

Well, we bad educat!.onal i:)sritvtl-cns that ought to look like /'Jllericp, 

But the;'e wa~; (. :;ime in :.:he early '!JOs when student loan eligibility was 

drastlcally cut b$Ck, r"nd:: cOIJ~d see frc7:l one election to the othel' as 

1 was shakimJ hands among the people standir:;;; in line, that (luring thilt 

time of restricted elig.l:bilily, the s;:vcier:: rf;!g~s,rd: ion lines really 

didn't look like America anymore. They dicr:'t took like ;:h~ America that 

i was seeing as I was walking door to door in o::her parts of my district. 


And sO.. 1 think there's a comp.lexLOrl. of ou::" population that needs to 

be recognized here; that without· these kindS of s\.lpport~ng, affo~dable 


hel?, we're just going to have an education system ::hat's- going to be 

:no:-e <J:l0 more and moce elitist, and that's not good for America. 


Vie ~ave 9000, :'lard-working kids from all walks of life in this state, 

al:d ~hey aE ought: ::0 have the opportunity to. be at this instit:ution, ;-11', 

Adamany's institution, :>licnigan StaLe, and the other nine institutions of 

higher learning i:"l 1::be s't8te of :'1icniga:1. . 


Q: T think Michig,;H1 Sta;:e is ,1:1 the seco:'1c y0B::" , ",r8 tbey net? 

Q; W.,ll, 1 had to spea r. 

the table, ;L.ihlgllter. ) 


Q; T'h~Y' o. in the second W(JV,). 

1'i~t: PRESIDENT; TheY'I'D connng the next t':m~. 

Q: 1'.$ soon as Michis:an dld, perhaps, b'.:t :.-hey w~ce in yOu!' district;, 

:lot mine, (Laughter, ) 


Q: And I hope they weren't penalized £or that. (Laughter,) 

Q; I think something else is happening with this program which, for 

the longer term, is p!l!'ticularly important, rle' ve genera~ly y;hought of a 

college education almost like a consumer good. The idea is that we save 

up [or it, and then we purchase it and enjoy it, 


And yet:, the figures you ;'::~lnt(;d O'Jt. Mr, Pres1dent, about the fac:.: 

that the Qar.ning co~acity of ~olleg!? gracc:a:.es is diverging every mO~'e 


beyond that (If Simply a lug:"\ sc:,ocl g:::-a~l:ate means t.hat a college 

<2rlucation has LO he lo»k$d upon much mere as a:1 ~nvBstment -- an 

inve<;tmHnt not simply .lJ"\ Lhe quality of life, ;,-,;t in actu,,1 financiaJ. 

r~u)r;L And because of thaI;;, I think cur society is beginning to realize 

:.:-,at. those who ben,.::ftt from thOse investments must ~ln:ie;:s::a:ld tna't, like 

;;~"ey wo,lld .;r;vest in a mOl'tg-age for a house, t!-H~Y \1i-=-1 i!1v<.~'lt. .1:1 c;he1.r 

ow;"] ILture, 


BeJ'ond tht t, wnat mOro! 31.)prOpriat0 investment could a r;ation r:ake t:Hlf-: 

11) ::.r_,,. >(r;o#... ~,d:J8', ;:he skiLls, the education of its pr:;OpLf? SO, to the 

~0gree ~r,t.~, th~.s program shi~'ts the .American attitudes or a colLOl<';¢ 

e-d.Jcation i'lW"y :'~'c:;) thtlt; c( tl COn5-.l;;-,er good -- a consumed i tG!::l ~~ to ttl.,:.: 

of ilr: importcn~ inve$t::v~:1t ~:1 the future for .:.r:dLvi'duals and for il­


ni1U.on, I thino.:. it's gOing :';0 r;-,ak", this a much stronger country, !l.;'s 

going to be very impOrta.nt ::0 U$. 
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Q: I think on a personal level that that wr.ole idea is something that 

is v~ry true ~nd. ne<lr and dear, basically. !1ir:o:::~ty reten::ion is 

somel.hinq that all universities should stress. Nal:ive Americans are 

under-represented throughout the country. A lot of it has to do ,...ith low 

econc::Iic sta:.:us. The availability for financial aid is key to get::.ing 

these stUr.:CfI:':S tr..e opporCLnity and just the incent1.vfJ to do J.t, 


f,:"'l(~ the G:,L program enables a s:.:udent to supplement the1.':: income by 

noe \~o.::kinC] ,IS r;:L:cn, m2yoe ::at'tlc~pating in more co:mauni tv volunteering 

caj)8clt;ies, clOd :.t just er..Ligrtens t:,e v!:-wls l,miv<;,£sity DtlflOsp.i1el'e. 1:: 

div~rsifies J.t. Tt gives you a feeJin!;J of ..<hat Arnet':C:D is really nbout_ 

I mean, it's not just: one way, it-s lccs of differen:; ways. And we 

!."Gally nGede(.l to start thinking abot:,t ::r.at, ::00· 


THE PRESIOENT.' Thank you. 

Q: Well, 1 was JUSt going 1:0 say that r would like t.o personally 

tha:1k Congressman Ford for the loan program. It has made a di~fecence in 

my 11 fe and ::' i,re S(h?n j t mad.e a di fference in D. lot of other young 

A."llericans' Lves. 


OnQ of the prob.Le;::s that':: thinK dces ex.~st :'s thOlt I k:1oW a iot of 

f-"o;cp!e -- a Lot of young AmBr.l.C2nS W:-;Q <10 n::;;. kn:::.w 3bo'..1I; ehis program. 

P,s ['resident Dude.::stndt mentJopeu eB~'lier, ~ 2150 kno'r; <:l lot; Ot peoDJ.J" 

whc don':; 'mow or any financial 3Hl progr<"';"$ o=- :::.:' an,; 'h,')y J;~ So ~o 


coll.ege. ;\r.d:: th,:r:k that this is an excel1e:1t OPpOl't'.l~1.~Y ::0 l>:;ll '.;::-J2 

youn9 rC!e~'ic'H;S lhat t.here 1.S a Wily to make it possible. And r ~hin;':' 


l,.!)is pror.;:'a:n is a way that will allow a wider road lor you;;g AIa<?!'lcar:s :0 

get into college and to be more actively involved in the academic world. 


THE PRESIOENT: I think that's a very good suggestion L;at m~ say, wi! 


do have some money set aside for- an adver::ising outreach program. And we 

wanted to wa.Lt to start to run the acve:=-tisi!lg u:1cil this first year - ­

whier. is 5 plHcent of the insti:::utions, as you've heard ~- until we had 

i;:hese progr<'1ms up and going so we knew what would work, we r.ad some of 

th€ U:1!:s il'Q:1ed out, and yet we wanted to get pecple's <Jttentio;: up 

b~cavse. ;:$ 'lOi) heard Sill t'ol'd say, w~'re gOilj{j to 40 IHL'Ce;,t r:ex::: yea::, 

-:;.hen 5;) perc,~.,!: ttH.l yeilr £l[V~:::', then anybody ~rh(J w,lrl~5 to 90t 'r~. 


So I t:1;r;'< yO'..1 ..dl: 138e sOwe -- if our pr'ogral~ work" l:h8 way it's 

supposed to, 'toe' sho'..1.:'.;: see 50;:'.e ad...-ertis':'1'9 about.. this program l:hrough 

th~ media with:n a matte::- 0: a cO'J::;2e of mO:lt:hs, 


CONGRESSMAN FORD: There should be an aOO-mlmoer open by -- secretary 

Ri 1 ey as soon as they've got a base for i.:, Acr.uall y, the 104 schools 

are spread allover, and in this first go-around, Michigan has JUSt a 

couple Ot them, And the second t.Lme around, they"ll deal with more 

widespread availabi:.Lty in the country and I?(!ople will -- <111 ;:hey have 

co de is ndv.ert':se tr.€: SOO-number; and if you Want to knc!".-l how to co it, 

just: p.Lc,,; '..1p t;)l; pore and d~al :-800 ll!";d they'll tell you, 


[J: 1 SJi.1&SS L'd like to say tr.at ,:::'s nice to see ;: pl~ogram being 

st;.!Jr\:ed small and quaU '..:y, oe:o::"e .Lt' $ rc:'_ed cut to ever-y unlvC!rs.Lty 

across the country. Before it's advertised to ",very s:::udent, let's see 

-- ht's make it !;"ork , let's maKe .Lt a quality prcgral1" ..llont I guess 1 

wa:1ted to address one of the criticis;ns I 've been :readir..; aOO"-lt tjis 

program is t~at college students acen't going to und~r9~and all these 

ciiflerent: :::epay:nent options -- oh my (josh, there's fout opt.l.OnS/ how are 

they going ;:::)"unde.rstand? And that frustrates me a llttle bit because I 
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gu~ss I take offe:ise to It $om;:r""hac in that Chances an:~ that 1f I' Vi? beer; 

through college, then I hope I do ~~der$tanc -- (laughter) -- and if J 

don't, then l,;here's a proble~ with college ::0 !Jegin with_ 


Lel.;'s b,~c(~me pEn:t of ch/? 501':1t",-01), ~r"st8ild cf pat-'- oJ: ;:Cie prOl.)le;;" 

And th.;!t' s wh"t I \~r:i\,lld say to that group of c,:-ti:::s O'JL t~~re -- ii you 

think it's", problem, then get in there and gel.. some cla.sses -- some 

eoucdcional courses -- in high school O~ future financial pLa~~ins and Ln 

c')lL~(Je on futu::e finfmcial planning, That's thei, Ct:p 0:- l:-eil. 


And I know! worked for a bank for four y~ars, so I know ;,;1'.0$0; cd tics 

quite well. And I think that they could become part of Lhe solution, 

r<l::her t~nn :;omplainir:g about the problem, 


THE PRESIDE1"C: Tha:1k you. 

Q: w~ $ilocld nl~o no:.:e that YOL don't h<:Jv~ :':0 rr<J_~'~ \3 d<:;;:;:~sjon D:)OUt: 

anything wntJ_l you reach repayment, 


Q: Thot's right, 

Q; And tben if you make one decision, you can change it, You're not 

st<.lck for tba rest of your life with what you decide the day you gracuate 

f rot'~ co:1vge, You can ad) U$ t v,'he t 's happenj ng in your Ii fe, 


0; Whicr. is key, l/ecause 1 :!lay plan to ge::. out and do more serviCt'L 

But 1 guess r do::!' t pi(Hl to be a poer starvj!lg s::aduate st.udent forever, 

and I'd like the ability [.0 Mlju!>t t-,I/ ~'inZ1r,ces Ac:;:cnlingl.'!. 


PRESIDENT DliDERS1'ADT: Or.e additional commer:t that I thirk is apparent 

from these dLsCll$sions, this is almost a model tederl1l pnJgcam, rr. saves 

[he ~a.xpDyr~l:S i[ion~y: it eliminates bu.r.:eaucr<:cy: str~t.r'\~i:-Ies: mDkes it 

e9-s~e:c; i;li!d it opctns the doors of opportunity for peo?'--e, Yo,! cou}dn't; 

ask :0.:: <I;,,\y11\o.re. 


P,r.d : thi:l" tha'!:, speaking on behalf of our university, but 1 think 

::'lOS~ cf CUi s:ster lnstitutionl, th,"t are having :HlCCGSS !;Ind GnjoYHtq 

;,;))i$ first: year, ...:e're deeply qratefl:l ::0 you, Mr. PresideD!.:, and to 

Congress for putting this program into. place. It'$ really helping us a 

great deaL 


We're be;;:;inning to r',,m oue :): ti:..e :lew, ':)u:; ge!-b,il;~s, f.')r. Presi(icnc:, 

you'd like to make so;;'\oo final comments abo'.lt ;:;he progtam, 


tHE. PRESiDENT: Well, I think, first 0: Z;J_l, the s::L:den::.s hove sr:i;;: i:: 

aU. :rOfll my po1.nt of view. I do want to thank tt:e members of ConS::8ss 

who are here -- C!"!"Hrman Dinqel1, who's been characteristically retice:"!t, 

OCt has been so important to all of us; and Chairman Ford, thank you, 

.~,nd ! 'm very slad this program is named for you; l.t ought to t'e. And Sob 

CfJr!.-, T c.r-,£;n>( iO" for your he}p or tillS education initL3tiv0. 


But mostly 1 thank the students for what they've. said because they 

have pointed out why th~$ program will work and why 1::'3 importa:1t. 


PO.guin J 11111. st.y, r got inLeresteci i;-. th.s b~h.;hU$8 1 soL elrod 0f 

hCHlrlng young people in my ow!'! s::tlte :eE :nee they were going to dyop out 

of college l)ecEluse they cOuldn' c afford to take au::. another loan; or tell 
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::Ie that they wouldn't 9'0 um:il t!i.ey had some :n0:18Y cecB'Jse they knew 

::h~y'd never be: able to repay the loan. And I thlnk we have c~a~ge:d all 

that. now. 


l'ie've .;11so been able to change it with good manage:nent and actually 

lower the cost to the: government, not increase the cost to the 

government. It's unheard t.hat we can make betcer loans available aL 

lower cost ~o the borrowers and still lower the COStS to the taxpayers, 

and drastically simplify ic. 


T will say this is a part of a S,;fles 0: th~r:gs W~ are doing, We have 

done the sarno thing with the Small Bosiness Associtl::jcn 1cans, v:here a 

small busineHS INrson can hO~"<' fill ou,," ,In S~!" "!fJ;11.c1Jt'o:·" that's cne-p,;;ge 

~cng d::1C g~-:: an ,;;nswer. wj lhln thn~.e days, some~hi:lg W'1;.cr. was .mheard of 

b<~for,::. So ~,,~'rt;! trying to do this piece by piece by ;:~ece :::hrocqhout 

::r.e 90V~lC:lFGr.t, 


£ also ~ppreci~ted wh1Jt Kelly said about the IDCl; th,lt 'tie ,"ere w:.lllng 
and worted, :r. fact -- to have on€ year ~,'here 11e sUn:t0d out 0" a very 


mod-est way, be::acse t!-tere's always the possibUit:y there (~ould have beer; 

some difficulty here '.1<3 had ::0 deal w'..::~. But 1..n the eno, the lmportant 

thinq is the st:udem:$ of t:'':'5 cour.t~y --' :'ncreasingly noncraditional 

stuoems, increasingly not students that are jus:: oetween the ages of 18 

antl 21 -- understanci that this prog~am is out :..:he:::e :'or the:n; now the'l' 

have to use it" 


tIe -- I w;.11 say B(1a1n -- this country is dahl ing '~i th a~ou:.. 20 yearS 

in wnich the ave.cage earnings Of hou.cly wage-earners !-tas been virtually 

st;;3gnant when you adjust for inflation. If we want to get earni:1gs up 

in America, bnd we want to make ;3 big dent particularly in popu~atio;'j 


gl'OUPS lik'l: t>;ative ./;....:'!ericans that have ::raditiofl811y been lower income, 

there is no (}ther way to do It i!1 the ne3.r-terrn, apart. horn dramatically 

incr<:asing the number of yO'Jng people ,,'1'.0 -- and perfH1pS not-50-young 

puopL~ who go to, d::ld :i:1::'51': ;;cllege. There· ,5 no other near-term way 

for us to tIH'n our society a!:'ou:1d or. Lh':5 ecor,onical2-y. 


So what.: I'm really hoping will 11ap;::etl 2.S <I res(:ic or tl'.is direct iO£1n 

p:::'osr!'i);:1 is that enrollments wlll continue t::: t:i:5e d;.n:nat:"cal':y, 8r:d 

peaplQ w~o do ;)ot:: drop out v;ill continue to Grop da,;;;l'1ticnl1y, sc tOiaC 

our ccuncry beco:t:es a more educat'?d place ,lnc Od':: ~ccromy wil~. beeOrr? 

m:::re powen:>J;, and cur soci€ty will become more ~(i'.Jai bt:Ci'H.:.se people wLl 

::;e able to co:npete and win in a global economy. Thone is the ulti:nate 

goal of this e:1t:.re enterprise. And from what I've hei;'H'd today, r think 

1t' s be>?n an effOrL worth making, 


I thank you all for being !,erc. O'\.pplause, ) 

Q; Mr. President:.. on behalf of the University of Michit31H1 and our 

sister InstiLutloos. we want to e>:press our gra;;icude for your (f",eeting 

wi:.h us today and sharing in this discussion. 


1 sho:;ld poi:)t out that the President and I f:0d a br: ef (hscussi;:.n 

b~to:'~ we Cilr,e in, end we've agreed that we are going to <,rrange oS :.it::le 

basketbi)l: miili:ch-up the first week in April be1..w'1!"H) !u:kilnJidS and Michiga.'l 

oue in S~,\tt':'e, (LaughtsL) Of course, we'v~ got t.o do il little int :'0 

get cher~ ~LrSt, 


THE PRESIDE.NT; That's righ;:. 

The r0mo:tch. 

Thtmk you very much for retur:linq CO :-1ich.~t;an. 

TH8 E'RESIOEN'r: Thank you. 
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