Today there are 6 newsclips related to higher education.

Shifting Burden On Student Loans 
By Michelle Singletary
Sunday, April 18, 2004; Page F01 
If you have a student loan, there's a debate in Congress you should be following. 

On the legislative table is a proposal to change the interest rate on consolidated federal student loans from fixed to variable.  

One of the chief forces behind this lobbying effort is Sallie Mae, the nation's leading provider of education loans, which wants legislation that would prevent borrowers from consolidating their loans to a fixed rate, the way they can now. On the other side are consumer advocates who say borrowers could pay nearly twice as much interest if the rate on consolidation loans is made variable. Interest rates on federally based student loans are generally variable when initiated. But when borrowers consolidate, they are allowed to bundle their various loans into one fixed-rate loan, and one monthly payment, that can be stretched to as long as 30 years. Over the past few years, the variable student loan rate, which is determined by the government, has been at record lows. Those who consolidate their loans also benefit from the low rate, which is currently 3.4 percent. For obvious reasons, millions of borrowers have been rushing to consolidate. But all this consolidation at low rates presents a problem: It could cost the federal government billions of dollars. That's because as interest rates rise, the government has to pay a higher subsidy to the lenders who locked in borrowers at low rates. Essentially, the government guarantees consolidation lenders a certain base interest rate. Kate Rube, higher education associate for the Public Interest Research Group, contends that if the interest rate on consolidation loans were made variable, the average borrower with a $20,000 student loan debt would pay an additional $7,807 in interest over a 20-year repayment. "Given the astronomical rate at which student borrowing is increasing, we need Congress to come up with ways to make loan repayments more affordable, not more expensive," Rube said. Rube believes Sallie Mae is protecting its profit margins, not the interest of the federal treasury. But Sallie Mae officials say they are concerned that the potential increase in subsidy payments will mean less funding for new borrowers. "The money should be spent on access as opposed to heavy subsidies for graduates who already benefited from the student loan program," said Tom Joyce, vice president for corporate communications of Sallie Mae. Just look at the facts, Joyce urged me. He insisted that I read a recent report that he said proves fixed-rate consolidated loans are fiscally irresponsible. The report, "The Fiscal and Social Costs of Consolidating Student Loans at Fixed Interest Rates," was financed in part by Sallie Mae and co-authored by Kevin Hassett, a resident scholar and director of economic policy studies at the American Enterprise Institute, and Robert Shapiro, chairman of Sonecon, an economic consulting firm, and a former undersecretary of commerce for economic affairs in the Clinton administration. Hassett and Shapiro conclude that federal consolidation of student loans will cost taxpayers at least $14 billion in interest-rate subsidies on existing loans and, if legislative remedies are not enacted soon, an additional $21 billion on consolidation loans made between 2005 and 2011. "A variable rate will fix the subsidy problem," Hassett said in an interview. But is that the only solution? Why isn't Congress looking at the possibility of reducing or even getting rid of the very reason for the growing federal burden -- the lender subsidy? Why is the only solution to this subsidy crisis an increased financial burden to borrowers? It's not as if the borrowers stop needing help once they leave school. According to a survey released last year by Cambridge Consumer Credit Index, 68 percent of the people polled said their outstanding student loans prevented them from making purchases such as a house or a car.  

 "We should start with the premise that the federal student loan program is being operated for the benefit of students to achieve an education," said Rep. George Miller (D-Calif.), the ranking minority member on the House Education and the Workforce Committee. "It is not to be operated for the benefit of the lenders alone. But more and more, the lenders have an entitlement within this program."  In an interview with Shapiro, I raised the option of eliminating the lender subsidy. He thinks that without the government's help, lenders would pull out of the student lending market because of the difficulty in making loans to people with little credit history.  I respectfully disagree.  The student loan industry would make healthy profits even without the subsidies.  In fact, here's what Sallie Mae says in a filing with the Securities and Exchange Commission: "Student loans are 98 percent guaranteed by the federal government and as such represent high-quality assets with very little credit risk and predictable earnings streams that are relatively easily financed." Doesn't that sound as though the interest subsidies are just government gravy to lenders?  Calling All Penny Pinchers: It's time for my Penny Pincher of the Year contest. All you have to do is nominate yourself, a friend or a relative with an original penny-pincher strategy. Edited versions of entries may be published. Entries should be postmarked by May 17 and sent to Penny Pincher of the Year Contest, Michelle Singletary, The Washington Post, 1150 15th St. NW, Washington, D.C. 20071.  

You must include your address and daytime and evening phone numbers. You also may enter by sending e-mail to colorofmoney@washpost.com. 

Michelle Singletary discusses personal finance Tuesdays on NPR's "Day to Day" program and online at www.npr.org. Readers can write to her in care of The Washington Post, 1150 15th St. NW, Washington, D.C. 20071 or send e-mail to singletarym@washpost.com. 

US Urged To Stop Subsidizing Lenders On Student Loans
Shannon Buggs, who has completed the personal finance planning certificate program at the University of Houston, writes in the Houston Chronicle (4/19), "Congress is considering...modifying student loan consolidation rules to allow multiple refinancings or eliminate fixed interest rates on one-time consolidations. ... The consolidation debate centers on whether to spend limited public dollars on grants to current and future students, or on subsidies that lower the repayment costs of former students. But that's the wrong way to look at it." Buggs adds, "The consolidation debate should be about whether it's better to give interest-rate breaks to young people just starting their careers or to subsidize the profit margins of lending companies. ... Private lenders make the student lending industry work. There is a federal direct loan program that bypasses the banking industry, but it cannot replace the public-private partnership that enables millions of students to get post-secondary educations. And lenders say they can't participate in student lending without the subsidy." But "if Congress took away the guarantee, some lenders would find a way to make money in this sector. ... So, rather than letting elected officials argue over two halves of one baby, young voters and their parents should make it clear that loan consolidation is about choosing between the next generation of taxpayers and corporate profit margins. And they should tell their elected representatives that they are watcing the votes on this and all other issues related to the Higher Education Act reauthorization." 
High Tuition Costs Said To Be Preventing Minorities From Attending College 
The Miami Herald (4/18, Steinback) reported, "While the U.S. economy increasingly demands a college education to attain financial success, the cost of getting that education has risen beyond the reach of many low-income and minority families -- and that's a worrisome prognosis for America's long-term economic health. That's the core message of a report that Miami Dade College President Eduardo J. Padron wrote to influence Congress as it contemplates reauthorizing the Higher Education Act, which provides $60 billion in student financial assistance. The bill's supporters say it is unlikely to be approved in an election year, although money for financial aid would be available under existing legislation." The Herald added, "Given projections that most new U.S. schoolchildren by 2025 will be Hispanic, Padron argues that America must begin thinking of access to college as it regards high school diplomas: As a right everyone deserves regardless of ethnicity, heritage or income level." Padron said, "'Minorities will constitute the largest percentage of the work force and we're not educating the work force at the level we need to.' ... The high cost of college prevented 400,000 academically qualified high school graduates from attending a four-year college within two years of graduation, and 168,000 from attending any college at all, Padron wrote in A Deficit of Understanding." 
Level Of Grade Inflation At Leading Universities Debated 
The New York Times (4/18, Arenson) reported, "A million dollars isn't what it used to be, and neither is an A in college. A's -- including A-pluses and A-minuses -- make up about half the grades at many elite schools, according to a recent survey by Princeton of the Ivy League and several other leading universities. At Princeton, where A's accounted for 47 percent of grades last year, up from 31 percent in the 1970's, administrators and some faculty have proposed correcting for so-called grade inflation by limiting A's to 35 percent of course grades." The Times added, "Not everyone is convinced there is a problem. A recent study by Clifford Adelman of the United States Department of Education concluded that there were only minor changes in grade distributions between the 1970's and the 1990's, even at highly selective institutions. (A bigger change, he said, was the rise in the number of students withdrawing from courses and repeating courses for higher grades.)" 
Georgia Legislators Fail To Address Lottery Money Recommendation For HOPE 
The Atlanta Journal-Constitution (4/16, Salzer) reported, "State lawmakers approved legislation to preserve the HOPE scholarship last week without backing a separate measure to keep them from spending lottery money on construction and pet projects. Rep. Louise McBee (D-Athens), chairwoman of the House Higher Education Committee, said a proposed constitutional amendment to limit lottery spending 'slipped through the cracks' and never made it to the House floor for a vote. The proposal came after The Atlanta Journal-Constitution reported last year that lawmakers had allocated $1.8 billion from the lottery over the past decade for things other than HOPE and pre-kindergarten classes." The Journal-Constitution added, "The measure passed the Senate 53-3 three weeks before the end of the legislative session, but some Republican lawmakers are skeptical the Democratic House ever intended to approve an amendment that would tie legislators' hands on spending lottery money. ... Had the measure passed the House, it would have been on the fall election ballot. A study commission exploring ways to preserve HOPE had recommended that the state limit the use of lottery money, which funds the college scholarships as well as pre-k. Officials expect enrollment and tuition to rise faster than lottery sales in the future, creating the need for changes." 

MVSU President Seeks Grants At Meeting With Paige 
The Greenwood (MS) Commonwealth (4/18, Brown) reported, "Dr. Lester C. Newman, president of Mississippi Valley State University, recently traveled to the nation's capital to present a package of federal grant and direct appropriations requests. Newman was accompanied by Tonjanita Johnson, executive assistant and chief of staff, and Dr. Roy Hudson, vice president of University Relations. They represented MVSU as a member of the Historically Black Colleges and Universities Working Group, which was organized by former U.S. Rep. J.C. Watts of Oklahoma and his consulting firm. The group met with key officials in the Bush administration and Mississippi Congressional delegation including Rep. Bennie Thompson, Rep. Chip Pickering, Sen. Trent Lott and Rod Paige, U.S. secretary of education. Newman said he wanted to communicate directly with the state's elected federal officials and the Bush administration to highlight the success and achievements of Valley over the last year." 

Here is the link to all of today's news articles:

http://www.bulletinnews.com/education/
