Today there are 8 news articles for your review.

Default Rates on Student Loans Are Down, But Figures Are Deceptively Low, Report Says

By STEPHEN BURD The rate at which borrowers default on their student loans has dropped to new lows in 9 of the last 10 years. That news has led many government officials and college leaders to conclude that the default problems on student loans that raged in the late 1980s have been largely eradicated. But a new report from the U.S. Education Department's investigative branch raises questions about that assumption. The report, released last month by the department's Office of the Inspector General, states that the annual default rate that the government calculates each year does not provide "sufficient information" for policy makers to understand the extent of the problem. The default rate measures the percentage of borrowers who have defaulted within 12 to 24 months of leaving college. In September, the department announced that the rate of default among borrowers who left college in 2001 was 5.4 percent. The 2001 rate represents a drop of 17 percentage points since 1990, when the default rate peaked at 22.4 percent (The Chronicle, </weekly/v50/i05/05a04101.htm> September 3, 2003).  In addition to publishing the annual rate, the Education Department calculates default rates for all of the colleges that participate in the federal student-aid programs. Colleges with rates of more than 40 percent in one year or 25 percent or more for three consecutive years can be dropped from one or more of the programs.  Over the last decade, nearly 1,200 educational institutions have been barred from the programs. But this year, for the first time since the rates were first calculated, in 1989, not a single college had a default rate high enough to be barred from the programs.  The significant reduction in the default rates in recent years may have as much to do with changes in the government's definition of default and shifts in repayment practices as with borrower behavior, the inspector general's report states. While the report acknowledges that there has been a "downward trend" in the rate at which borrowers default, it says that the extent of that reduction may be overstated.  In 1998, Congress extended by three months -- to 270 days from 180 days -- the length of time before the government declares a delinquent borrower to be in default. That extension delays the moment at which the government must take responsibility for a bad loan and repay the bank that made the loan. According to the inspector general's office, that change has "materially reduced" the overall annual default rate, as well as the rates of individual colleges. "Because the change in the definition of default increased the number of days it takes for a borrower to default," the report states, "some borrowers may not be included as defaulters in the cohort-default-rate calculation, even though they never make a payment on their loans and default at the first opportunity."  To determine the effect of the change in the definition of default on the default rates, the inspector general's office identified borrowers who defaulted within the added 90-day period in 1998 and 1999 -- the first years after Congress extended the timetable -- and included them as defaulters in recalculating the rates.  The office found that the adjusted rate for 1998 was 7.7 percent, as compared with the official rate of 6.9 percent. For 1999, the adjusted rate was 6.6 percent, and the official rate was 5.7 percent. Another reason that default rates are understated, the inspector general's office concludes, is that colleges are increasingly pushing their former students who are in danger of defaulting to seek deferments or forbearance from lenders. Those borrowers are not required to make payments on their loans, and are not in danger of defaulting while they remain in deferment or forbearance. Yet the Education Department counts such borrowers among those who are successfully repaying their loans when determining default rates.  According to the inspector general's office, the percentage of borrowers in deferment or forbearance more than doubled in the late 1990s, from 10.1 percent of those who went into repayment in 1996 to 21.7 percent of those who went into repayment in 1999.  When determining default rates, the department divides the number of borrowers who default in a given two years by the total number of borrowers who are making payments on their loans during that time. As a result of including borrowers in deferment and forbearance among those who are in repayment, the department may be artificially reducing the total default rate and that of individual colleges in a given year. To test its theory, the inspector general's office recalculated the default rates for 1996 through 1999, omitting borrowers who received forbearance or deferments. The office found that the adjusted rate for 1996 was 10.7 percent, as compared with the official default rate of 9.6 percent. In 1999, the adjusted rate was 7.3 percent.  The report recommends that Education Department officials ask Congress to exclude from the default-rate calculations "borrowers who are not subject to a risk of default during the two-year cohort period, because their loans are in deferment or forbearance status." The report also recommends that those borrowers be included in a later "cohort default-rate calculation" once they are out of forbearance or deferment and "are subject to a risk of default."  In addition, the report recommends that lawmakers either return to the previous definition of default or direct the department to adjust the calculation to include defaults that occur in the 90-day period. The inspector general's office also recommends that the department develop and publish every year an annual "life-of-cohort default rate." That new rate would be calculated in the same manner as the department determines rates now, "except that with the passage of each fiscal year, the rate would be recalculated using the cumulative number" of borrowers who left college in a given year and defaulted. Such a rate "would serve as an additional, more comprehensive resource for the department, Congress, and other decision makers," so that they would have a more complete understanding of the extent of defaults in the government's loan programs. 
Colleges Hope Improved Budget Outlooks Will Transfer To Them 
The Chronicle Of Higher Education (Weekly) (1/9, Hebel) reports, "Once again, budget matters are expected to dominate discussions in state legislatures in 2004. But this year the gloomy economy that has plagued public colleges for the past two years has improved slightly, leading many higher-education officials to hope that the worst is behind them. As 36 states begin their legislative sessions this month, lawmakers in several will be greeted with budget news that is moderately better than a year ago. Twenty-four states reported having a stable revenue outlook for the rest of the fiscal year, which ends for many on June 30, and 21 states said that their revenues were coming in above forecasts, according to a November survey by the National Conference of State Legislatures." The CHE continues, "At the same time last year, eight states called their revenue outlook stable and only three states said that their revenues were greater than projected. Another recent report on state revenues, from the Nelson A. Rockefeller Institute of Government, the research arm of the State University of New York, shows the first annual increase in state tax receipts in two years, of 0.4 percent (when adjusted for inflation and changes in tax laws). Before public colleges can cash in on improved revenues, states will first have to confront growing costs for programs like Medicaid and health care for state employees. Even when funds are freed up for other items, lawmakers will probably make restoring money for elementary and secondary education a higher priority than appropriations for colleges." 

Democratic Candidates Focus On College Aid 
The Los Angeles Times (1/5, Silverstein) reports, "Zeroing in on growing anxieties about the costs of college, many of the Democratic presidential candidates are promoting ambitious proposals to ease the financial burden on students and their parents. None of the major proposals would establish brand-new government entitlements, but some would significantly expand existing federal initiatives to provide more college aid to families. The most dramatic ideas include a call by former Vermont Gov. Howard Dean to provide all higher education students with $10,000 a year in federal grants or loans. Another is a proposal by Massachusetts Sen. John F. Kerry to have the government pay for four years of public college tuition for those who devote two years to working in national service programs." The Times adds, "Even as Iraq and the economy loom as leading topics for this year's presidential contest, higher education is emerging as a key secondary theme. Many Democrats see it as a potentially winning issue for their party, given widespread concerns about college costs and the Bush administration's near-exclusive focus so far on K-12 education. The proposals unveiled by many of the Democratic candidates, which also include various expanded tax breaks, are part of a strategy to appeal to middle-class voters - a constituency that President Clinton courted in much the same way." 
The Detroit News (1/4, Price) lists Democratic candidates' views on education. The News reports, "Carol Moseley Braun: Intervention programs and public education for children with disabilities should be fully funded. Wesley Clark: Would provide $6,000 for the first two years of college for students with family income under $100,000. He proposes setting aside $50 billion for states to offer preschool to all 4-year-olds. Howard Dean: Would fully fund special education, match local investments to build schools, offer meals to low-income students and provide $10,000 in student aid per year for college or career training." The News adds, "John Edwards: College tuition would be free for the first year for those qualified to attend a public college who are willing to work or serve their communities for at least 10 hours a week. Dick Gephardt: Proposes a teacher corps in which students agree to teach five years in exchange for college tuition. Would make the first $10,000 of college tuition tax deductible regardless of family income. John Kerry: States would receive $24.8 billion to modernize schools. Also would provide tax credits on the first $4,000 of college tuition, or four years of free tuition in exchange for two years of public service. Dennis Kucinich: Would improve resources for struggling public schools, expand public education to include pre-kindergarten and provide tuition assistance for some students attending state colleges." The News concludes, "Joe Lieberman: Pell grants for low-income families would be raised from the current $4,050 to $7,760 by 2008. Middle-class families would get a tax deduction of up to $10,000 for college tuition. Al Sharpton: Federal aid to public education would be increased, and federal standards for teacher pay would be enacted. Sharpton opposes school voucher systems." 

College Bound Students Should Start Filling Out Financial Aid Applications 
The Baltimore Sun (1/4, Kristof) reports, "It may not be the most entertaining way to spend the first days of 2004, but college-bound youths and adults should start filling out financial aid applications as quickly as possible in the new year. The reason: Jan. 1 was the first day that students could apply for financial aid, and some aid is given out on a first-come, first-served basis, said Martha Holler, spokeswoman for student lender Sallie Mae in Washington. But don't move too quickly. There are many tricks to filling out financial aid forms and even trivial errors can prove costly." The Sun continues, "Some mistakes can cost families thousands of dollars, noted Kalman A. Chany, author of Paying for College Without Going Broke and president of Campus Consultants, a college-aid consulting firm in New York. Many colleges try to meet 100 percent of a prospective student's need with a combination of scholarships, grants, work-study programs and loans. The precise combination of aid - whether it's mainly grants such as scholarships or mostly loans that must be repaid - varies widely from college to college. Finally, it's important to remember that financial aid applications must be resubmitted each year. College sophomores, juniors and seniors need to redo their applications, updating all the figures on income and assets, if they hope to receive aid again in the coming term." 

Congress May Alter Provision Cutting Off Student Aid To Those With Drug Convictions 
The Chicago Tribune (1/5, Rubin) reports, "Thousands of college-aid applicants have been denied federal money over the last five years because they were convicted of possessing or selling drugs -- a policy supporters say serves as a deterrent to drug use and ensures that aid goes to those who deserve it. But opponents are gearing up to jettison the provision when the Higher Education Act comes up for renewal this year, arguing that education should not be used as a weapon in the war on drugs. The policy disproportionately hurts lower-income families who are least able to afford college tuition, they say, while noting that punishment for such offenses is already meted out in court." And "more than 100 student governments have called for the policy to be revoked. Some institutions -- including Yale University, Western Washington University, Hampshire College in Massachusetts and Swarthmore College in Pennsylvania -- are so opposed to the policy that they will reimburse students who have lost aid because of it." And "U.S. Rep. Mark E. Souder, an Indiana Republican and author of the 1998 provision, says he never intended to include prior offenses as a basis for denying aid. He blames the U.S. Education Department for 'misinterpreting' the law. He is proposing that when the law is reauthorized, only those students with convictions incurred while they are in college and receiving aid be affected. Despite the widespread criticism, he said he thinks it's the right thing to do."

Students Share Experiences On The Benefits Of Attending A Small College 
The Fairfield Daily Republic (1/3, Wong) reports, "Ryan Mauldin enjoyed attending Benicia High School but felt sad at times because she was one of the few blacks attending a predominately white school, she said. 'There were like five African-Americans involved in everything,' she said. 'It was hard to incorporate other African-Americans in activities.' Now Mauldin is majoring in chemistry at Kentucky State University, in Frankford, Ky. The school is a small, historically black university and provides 'positive peer pressure,' she said." The Republic continues, "Mauldin will talk about her experiences and the advantages of enrolling at a small college during a workshop today to raise awareness about higher education and focus on historically black colleges. Mauldin and Mario Tarver, sophomores at Tuskegee University in Alabama, will be available to share their experiences. Institutions such as Langston, Howard and Tuskegee universities were founded when higher education was racially segregated. Churches and benevolent associations established black colleges in the late 19th century to educate freed slaves." The Republic adds, "Historically black colleges are open to everybody, not just blacks, said Marvin Clark, adviser to the Sigma Beta Club. But these school have smaller classes and campuses where students get to know their professors and classmates quickly. Mauldin agreed, saying she used to attend the University of Arizona where it took her three weeks to schedule an appointment with her professor. That isn't the case at Kentucky State where professors are more accessible and both staff and students are role models." 

Many Legal Immigrants Find They Are Blocked From Benefits Offered To Illegals 
The Houston Chronicle (1/4, Hegstrom) reports, "Maria de los Angeles Palma figures she is being punished for having come to the United States legally. If the Mexican mother had paid a smuggler to get her and her two daughters across the Rio Grande illegally, she would now qualify for free health coverage from the Harris County Hospital District. But because they arrived here five years ago on tourist visas, they have been turned down for health care. The hospital district now offers health coverage to illegal immigrants, but it excludes those who come here legally on temporary visas, even if they later become illegal immigrants by staying after their visas expire." The Chronicle continues, "So those who flagrantly break the nation's immigration laws are rewarded, while those who make some attempt to follow the laws are punished. The hospital district is not the only government agency with policies like this. In an effort to find a middle ground between the ideal of enforcing all laws and the reality of massive illegal immigration, local and even federal government agencies sometimes inadvertently set up regulations that seem to most benefit those who most seriously violate immigration laws. Consider education. If parents smuggle their children into Texas to get them an education, the kids can enroll in public school and then go on to college at Texas' public universities, where illegal immigrants are allowed to enroll and receive reduced in-state tuition (provided they have lived in the state for a few years)." The Chronicle adds, "But if students try to do it the right way, by getting a student visa to come for college, they pay out-of-state tuition. And if they make some mistake -- like getting an incomplete in a class -- the college must inform them that they have violated the terms of the visa and cannot register for the next semester. Many decide to stay illegally. The Department of Homeland Security estimates that a third of the nation's 7 million illegal immigrants are 'visa overstays' -- people who come on a legal visa and then stay after it expires." 

McKeon Touts The Affordability In Higher Education Act 
Rep. Howard P. "Buck" McKeon, R-Calif. who chairs the U.S. House Subcommittee on 21st Century Competitiveness writes in an op-ed for USA Today (1/4, McKeon) "America's higher education system is in crisis. Explosive price increases are jeopardizing the dream of a college education for millions of students. According to the Advisory Committee on Student Financial Assistance, cost factors prevent 48% of all college-qualified, low-income high school graduates from attending a four-year college and 22% from attending any college at all. This is unacceptable." McKeon continues, "As chairman of the House Subcommittee on 21st Century Competitiveness, I have made college affordability a top priority: Despite my efforts to increase student aid and college affordability, tuition levels have continued to skyrocket beyond our most liberal projections. The time has come for federal intervention; without a response, this unchecked crisis threatens the very fabric of America's higher education system. I took a stand in October by introducing the Affordability in Higher Education Act. The measure, among other things, places sanctions on colleges and universities that boldly increase tuition and fees at hyper-inflationary rates year after year. Under my bill, beginning in 2008, institutions that increase tuition and fees more than twice the rate of inflation over a three-year interval could have a portion of their federal subsidy removed, excluding direct aid to students (Pell Grants, Stafford and Direct Loans). In other words, my bill will hold schools accountable for exorbitant tuition hikes without hurting students." McKeon adds, "Many argue this is an issue for the states and the institutions themselves to address. Indeed, I am often told the federal government should do nothing but send more money. I disagree. The college cost crisis will not be resolved without federal intervention. Taxpayers should not be forced to provide endless federal subsidies to colleges without accountability for extraordinary price increases that prevent our nation's brightest from pursuing higher education. The fact is, higher education in America is federally subsidized. We have a responsibility at the federal level to ensure our multi-billion-dollar investment reaches its full potential to help make the dream of college a reality for needy students and families who depend on us." 


USA Today Claims Attempts To Reel In Tuition Costs Could Hurt Students Instead 
USA Today (1/4) editorializes, "At the University of California at Los Angeles, tuition soared 43% this school year. At Arizona State University, tuition rose 39%. Across the USA, costs at four-year public colleges increased 14% on average, not counting hikes for room, board and fees. The sharp spikes have caused students and parents to complain to just about anyone who will listen. And in Congress they're getting a particularly sympathetic ear. Republicans in the House of Representatives are pushing a plan to punish public and private colleges if their tuition increases outpace inflation. Democrats want to penalize flinty state legislatures that slacken their support of higher education. Obviously, something needs to give. Between 2001 and 2003, the average tuition and fees for public colleges rose from $3,487 to $4,694. For private colleges, the hike was from $16,233 to $19,710." Today continues, "These tuition jumps are unusual only because of their size. During the past 22 years, tuitions at four-year public colleges rose by 202% while the consumer price index rose by 80%. If recent trends continue, by 2010, tuition and fees alone will be $7,082 for a public four-year college and $28,182 for a private institution. But the crude tools Congress wants to forge to control runaway tuition aren't right for the job. In fact, the federal government itself laid the foundation for many of today's college funding troubles because of the way it has chosen to finance higher education. By tampering with that system now, the government risks hurting the students that federal aid is designed to help." 
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