Talking Points on the Token Reconciliation Instruction in the FY 2008 Budget Resolution

The House and Senate will soon meet to reconcile differences in the FY 2008 Budget Resolution and one of the outstanding items is a “token instruction” to the Education and Labor Committee in the House resolution that will have an adverse impact on the Federal Family Education Loan Program (FFEL) and will have an especially negative impact on predominately black colleges and universities (HBCUs) and other post-secondary institutions participating in the FFEL program. 

Proponents of the “token instruction” intend to use it as a vehicle to make wholesale and damaging changes to the FFEL student loan program by diverting billions of dollars from the program, only a year after the Republican-led “Raid on Student Aid.”  Reconciliation is a budget process that exists to protect deficit cutting measures from Senate filibuster, it should not be used by opponents of a program serving 80% of America’s students to enact radical policy changes without debate or amendment.

The overwhelming majority of historically and predominately black colleges and universities rely on the FFEL program to provide student loans, financial information, default prevention and other services to students and their families. This has not always been the case. In fact, many of these institutions participated in the William D. Ford Direct Student Loan Program (FDLP) when it was established in the early 1990s. However, the majority of them have left that program. Of the 95 predominately and historically black post-secondary institutions with loan programs, 66 participate in the FFEL. Thirty five have left the direct lending program and returned to FFEL.  We recognize that many schools still participate in the Direct Lending program because it meets their needs.  In fact, we believe that competition between the two programs is best for students, taxpayers and HBCUs.

For most though, the FFEL program is better suited for the unique challenges faced by these institutions, most of which serve disproportionate numbers of low and middle-income families. Most importantly, a loan from a FFEL program lender costs a student less than an identical loan made by the government program.  In addition, most HBCUs have scarce resources and can not afford to divert them for the administrative functions associated with administering the Direct Lending program. By contrast, private lenders in the FFEL program provide vital services to HBCU’s which enable them to increase productivity in the financial aid offices while offering their students better services and lower cost loans. 

A proposed cut in the default insurance program represents a particularly alarming threat to these institutions. The federal default guarantee is a critical component of ensuring that students from all schools, regardless of credit worthiness have access to student loans if they need them. The guarantee is what makes universal access possible.  Further cuts to default insurance program will threaten service to African-American and Latino families, which are already vastly underrepresented in higher education. We should be finding ways to increase access to college for these families, not close the doors of opportunity for them. 

We strongly support increases in the Pell Grant program, but Congress should not cut a program that is working so well and that is so important to the viability of HBCUs. We respectfully urge you to work with us and the budget conferees to remove the reconciliation instructions in the budget and allow us to have a thorough debate on the merits of these programs as part of the Higher Education Act. 

