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H.R. 4283, COLLEGE ACCESS AND 
OPPORTUNITY ACT 

Wednesday, May 12, 2004
U.S. House of Representatives 

Committee on Education and the Workforce 
Washington, DC 

The Committee met, pursuant to notice, at 10:35 a.m., in room 
2175, Rayburn House Office Building, Hon. John Boehner (Chair-
man of the Committee) presiding. 

Present: Representatives Boehner, Petri, McKeon, Castle, Ehlers, 
Isakson, Biggert, Osborne, Porter, Musgrave, Blackburn, Gingrey, 
Miller, Kildee, Owens, Andrews, Woolsey, Hinojosa, Tierney, Kind, 
Kucinich, Wu, Davis of California, McCollum, Grijalva, Majette, 
Van Hollen, and Bishop. 

Staff present: Kevin Frank, Professional Staff Member; Sally 
Lovejoy, Director of Education and Human Resources Policy; Alexa 
Marrero, Press Secretary; Catharine Meyer, Legislative Assistant; 
Krisann Pearce, Deputy Director of Education and Human Re-
sources Policy; Alison Ream, Professional Staff Member; Deborah 
L. Samantar, Committee Clerk/Intern Coordinator; Kathleen 
Smith, Professional Staff Member; Kevin Smith, Communications 
Counselor; Jo-Marie St. Martin, General Counsel; Ellynne Bannon, 
Minority Legislative Associate/Education; Tom Kiley, Minority 
Press Secretary; Ricardo Martinez, Minority Legislative Associate/
Education; Alex Nock, Minority Legislative Associate/Education; 
Joe Novotny, Minority Legislative Assistant/Education; and Lynda 
Theil, Minority Legislative Associate/Education. 

Chairman BOEHNER. A quorum being present, the Committee on 
Education and the Workforce will come to order. We are holding 
this hearing today to hear testimony on H.R. 4283, the College Ac-
cess and Opportunity Act of 2004. For those guests who we don’t 
have room for in the room, we have an overflow room upstairs in 
2257. So for those who didn’t make it into the main hearing room, 
it is being broadcast upstairs in the overflow. 

Under Committee Rule 12(b), opening statements are limited to 
the Chairman and ranking minority member. If other members 
have opening statements, they will be included within the hearing 
record; and with that, I ask unanimous consent for the hearing 
record to remain open for 14 days to allow member statements and 
other extraneous material referenced during today’s hearing to be 
submitted for the official hearing record. Without objection, so or-
dered. 
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STATEMENT OF HON. JOHN A. BOEHNER, CHAIRMAN, 
COMMITTEE ON EDUCATION AND THE WORKFORCE 

Good morning, and thank you all for joining us today to discuss 
the College Access and Opportunity Act, a bill I am pleased to have 
offered last week with Chairman McKeon to expand college access 
for low- and middle-income students. 

I firmly believe current and future students should be our No. 1 
priority in distributing Federal higher education aid. That was the 
purpose of the Higher Education Act when it was originally en-
acted more than three decades ago. And the purpose of our bill is 
to restore that focus as the law is reauthorized. 

Our plan will expand access to higher education for millions of 
low- and middle-income students. It will do so by strengthening 
Pell Grants, student aid, student access programs, and minority 
serving institutions. It will reduce loan costs, fees, and red tape for 
students and graduates. It will remove barriers for non-traditional 
students, including the so-called ‘‘90-10 Rule’’ that is hurting mi-
nority and low-income students. It will empower parents and stu-
dents through ‘‘sunshine’’ and transparency for consumers in col-
lege financing and accreditation. 

Millions of low- and middle-income students today face the possi-
bility of being denied access to higher education. Americans over-
whelmingly believe that these students and their families should 
be the first in line when Federal higher education aid is distrib-
uted. The Federal law today reflects a different set of priorities. An 
increasing share of aid is flowing not to incoming low- and middle-
income students struggling to achieve a higher education but to 
former students who have already received an education and en-
tered the workforce. Federal law also allows lenders and banks to 
keep excess subsidies they earn from student loans instead of re-
turning to the government so it can be used to support access for 
these same low- and middle-income students. 

If we truly believe college access for incoming low- and middle-
income students should be the Federal Government’s first priority 
in higher education aid, we will not allow these misplaced priorities 
to stand. 

The independent General Accounting Office recently warned 
Congress that the cost of fixed interest rate consolidation loans is 
ballooning, threatening to devour billions in resources over the next 
7 years that could be used to support college access for students 
who haven’t received an education. To avert this problem, GAO has 
recommended to the Congress that we switch consolidation loans to 
a variable interest rate. Bipartisan experts have told this Com-
mittee that following GAO’s recommendation would free up $21 bil-
lion over the next 7 years that could be used to expand college ac-
cess for low- and middle-income students. If consolidation loans are 
left on autopilot, the cost to low- and middle-income students will 
be $21 billion in lost opportunities. 

The GAO’s warning has not fallen on deaf ears in this Com-
mittee. In fact, I am pleased to say it has drawn bipartisan con-
cern. A majority of the members on both sides of the aisle have ei-
ther introduced, sponsored, or cosponsored bills to move the con-
solidation program to a variable rate. The bill that I have intro-
duced with Chairman McKeon would do the same. 
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Unfortunately, the GAO’s warning also comes during an even-
numbered year, and that brings political temptation to the table. 
One of the first to fall victim was former Education Secretary Rich-
ard Riley, who was dispatched back in March by opponents of 
President Bush to attack this Committee for even listening to the 
GAO’s warning. His attacks were later echoed by another Democrat 
party member, presumptive Democrat nominee for President John 
Kerry. 

Now interestingly, not long ago, these same folks were singing a 
different tune. In the early 1990’s, when Secretary Riley and Presi-
dent Clinton designed the Direct Loan Program, they chose vari-
able rates for direct consolidation loans, not fixed rates. In 1997, 
when President Clinton and Secretary Riley sent Congress their 
plan for reauthorizing the Higher Education Act, they proposed 
making all consolidation loans variable rate. And Secretary Riley’s 
own Department of Education at the time said variable rate con-
solidation loans would be better for borrowers. 

A 1997 document issued by Secretary Riley’s Department noted, 
‘‘The interest rate on FFEL consolidation loans would be changed 
to a variable rate comparable to the rate applicable to Direct Con-
solidation Loans under the Clinton plan.’’ It went on to say, ‘‘By ex-
tending the favorable terms currently available only to borrowers 
of Direct Consolidation Loans to borrowers of FFEL Consolidation 
Loans, these amendments would reduce the cost for, and provide 
greater flexibility to, these FFEL borrowers.’’ 

Now with all due respect to Senator Kerry and Secretary Riley, 
it would appear that some of my colleagues across the aisle were 
for the idea of variable rate consolidation loans before they were 
against it. 

Now some have also pointed to a recent study by the Congres-
sional Research Service examining how borrowers would be im-
pacted by variable rates on consolidation loans. Proponents claim 
that the CRS findings are evidence that variable rates will increase 
the cost for borrowers. What they don’t mention is they are talking 
about a different set of borrowers. Our bill doesn’t affect anyone 
who currently has a consolidation loan, and those are the people 
the CRS analysis examines in a hypothetical analysis. 

No one can accurately predict what the future interest rates are 
going to be. What we can do is examine past history. And new in-
formation from CRS does just that. 

In a report that was issued just last week, CRS found borrowers 
in 14 of the last 18 years would have fared better under a variable 
rate than under the fixed rate structure currently in place. Specifi-
cally, since 1986, the first year that we had a consolidation loan 
program, borrowers most often would have paid less in interest if 
their student loans had been under the variable rate structure that 
we are proposing. 

We also know that students today are paying the lowest rates in 
history, about 2.82 percent. They are able to pay this low rate be-
cause rates are in fact variable. In 2006, under the current law, in-
terest rates will be fixed for the FFEL Program and at 6.8 percent, 
a rate more than double the amount students are paying today. 
And opponents of our legislation support keeping this fixed rate in 
tact despite the fact that costs will double for these borrowers if in-
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terest rates stay relatively low. The 6.8 percent rate is not a cap 
that some opponents claim, it is a fixed rate that would be imposed 
on all student loan borrowers for the life of the loans, locking bor-
rowers out of lower rates in the future. 

Providing fairness for low- and middle-income students will re-
quire more than simply reforming consolidation loans and allowing 
borrowers to take advantage of variable interest rates. The bill we 
have introduced also addresses concern about excessive lender 
earnings on the Federal student loan programs. The bill would 
eliminate excess subsidies certain lenders can now collect and re-
quire lenders to return billions in excess interest earnings to the 
Federal Government, freeing up resources that could be better 
spent expanding access for current and future students. 

With tuition skyrocketing at colleges and universities across the 
nation, we owe it to students and their families to have an honest 
debate about the barriers to college access, and to come together 
with solutions. The bill Chairman McKeon and I have offered is an 
attempt to do just that. And I look forward to today’s discussion, 
and I am hopeful that it will pave the way for bipartisan action in 
this Committee that will make a difference for those very students 
that we are trying to help get into the college and university of 
their choice. 

With that, I would like to yield to my colleague and friend, Mr. 
Miller. 

[The prepared statement of Chairman Boehner follows:]
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Statement of Hon. John A. Boehner, Chairman, Committee on Education 
and the Workforce

STATEMENT OF HON. GEORGE MILLER, RANKING MEMBER, 
COMMITTEE ON EDUCATION AND THE WORKFORCE 

Mr. MILLER. Thank you, Mr. Chairman, and thank you for hold-
ing this hearing today. Every 5 years, Congress has the oppor-
tunity to rewrite the higher education laws to better expand access 
to college education and to make college more affordable for low- 
and middle-income students. Unfortunately, the College Access and 
Opportunity Act doesn’t even come close to living up to its name. 
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Just at a time when millions of low- and middle-income students 
and their families are struggling to cover college costs, this bill ac-
tually forces students to pay thousands of dollars more for their 
college loans, caps the maximum Pell Grant, and fails to provide 
meaningful relief from rising tuition prices. 

While higher education has long served as the best opportunity 
for a better life for millions, students and their families across the 
country are now wondering whether they will be able to pay for a 
high-quality college education. As student tuition continues to soar, 
too many students are taking on huge loan debt and working long 
hours that hurt their academic studies and overall college experi-
ence or forgoing college altogether. 

Broad access to an affordable college education is not simply a 
matter of individual enrichment and advancement, but an integral 
component of this nation’s overall economic health. Closing the gap 
in college preparation rates between low- and high-income young 
adults would create $250 billion in new economic growth and $85 
billion in additional tax revenue to our nation. 

Despite the need to expand access to an affordable education, col-
lege is fast becoming a pipe dream for too many students. States 
are cutting support for higher education and pushing higher tuition 
and fees on to students and their families. 

In addition to budget cuts and rising prices, millions of students 
are taking on high debt levels that discourage college attendance 
and encourage default—which costs taxpayers billions of dollars. 

Over the past 10 years, student loan debt has nearly doubled to 
$17,000 and about one-fifth of full-time working students spend 35 
or more hours per week on the job just to cover college costs. At 
the same time, student aid is falling further and further behind the 
cost of a college education. In fact, last year the maximum Pell 
Grant was worth $500 less in real terms than the maximum grant 
in 1976 and 1976. 

It is imperative that we return to the original premise of the 
Higher Education Act of 1965, that no college- qualified student 
should be denied a college education because he or she lacks the 
financial resources. 

Unfortunately, while the bill before us today includes some good 
provisions, such as reducing the student origination fees, reducing 
some of the excessive subsidies to banks, overall it makes college 
more expensive and reduces college opportunities. The Access and 
Opportunity Act pushes higher prices onto students just at the 
time when students need the help the most, as tuition continues 
to rise and debt soars. 

Despite the fact that an estimated 40 percent of all borrowers 
graduate with unmanageable debt levels, the Republican bill denies 
students the ability to choose to lock in low interest rates for their 
student loan consolidation. Consolidating at a low-fixed rate has 
made student loans that have helped millions of low- and middle-
income students manage their debts and make ends meet, both 
while they are in school and out of school. 

According to an analysis by the Congressional Research Service 
(CRS), eliminating this benefit will force the typical borrower to 
pay $5,500 more for his or her student loans. And I do not think 
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you can regard the life cycle of the cost of borrowing to these stu-
dents while they are in and out of school. 

The Republican bill also caps the current authorized maximum 
Pell Grant at $5,800 through 2011, despite the fact that last year’s 
maximum Pell Grant award was, as I said, $500 less than 1976 
and 1977. 

The bill raises the interest cap on student loans, a cap which my 
colleagues agreed to just a few years ago. And, as a result, millions 
of students will be forced to pay hundreds of dollars more in their 
college loans. 

It completely eliminates a key provision to protect students and 
taxpayers against fraud and abuse in the student aid program 
without providing additional safeguards. We all strongly support 
the career colleges in the private sector in the higher education 
system but for-profit institutions should have some of their own 
money on the table to protect the consumers, the students, and the 
taxpayers. 

In addition, the bill allows limited Federal funds, which have 
been reserved solely for nonprofit institutions to be made available 
to for-profit entities, without increasing the funds to this program. 
As a result, funding long reserved for community colleges, Hispanic 
Serving Institutions and Minority Serving Institutions will be cut. 

Despite double digit increases, the bill also fails to adequately 
address the tuition process. 

While I support the provisions to eliminate the lender floor rate 
of return on student loans to reduce excess bank subsidies, I be-
lieve that this is only one piece of a puzzle to return the programs 
to their original intent, which is to boost college opportunities for 
students. 

At a time of rising college costs, high unemployment and little 
job growth, we should not be forcing students and their families to 
pay more for college education. We should not and we cannot afford 
to take this path. And I urge my colleagues to reject this bill as 
it is presently drafted. 

I would hope that we would be able to make sure that all parties 
to the student loan community, if you will, that all of these issues 
are put on the table so that we can apportion out the cost and the 
savings of this program to all parties who participated. And I look 
forward to this hearing. 

Chairman BOEHNER. As you can see, we are all on the same page 
now. 

Before I introduce our distinguished panel of witnesses, let me 
welcome back to the Committee the distinguished former Chair-
man, retired Chairman of this Committee, the Honorable Bill 
Goodling. Bill, welcome back. 

[Applause.] 
Chairman BOEHNER. It is my pleasure to introduce our witnesses 

today. Our first witness will be Mr. Jim Boyle. Mr. Boyle currently 
serves as the president of College Parents of America, a nationwide 
organization dedicated to advocating on behalf of, and serving as 
a resource for, the country’s current and future college parents. Mr. 
Boyle has nearly 25 years of experience in politics, trade associa-
tions, media business, and the financial services industry. College 
Parents of America is a not-for-profit membership organization 
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serving current and future college parents through a mix of advo-
cacy, information resources, and access to discounts on products 
and services. 

We will then hear from Dr. Dallas Martin. Dr. Martin currently 
serves as the president of the National Association of Student Fi-
nancial Aid Administrators, an organization composed of 3,100 in-
stitutions and 9,300 financial aid professionals. And prior to his 
current role, Dr. Martin served as director of program planning 
and administration for the Division of Student Assistant Programs 
with the American College Testing program, as well as serving a 
number of years as a college and university administrator and edu-
cator. 

We will then hear from Ms. Rebecca Wasserman. Ms. 
Wasserman currently serves as president of the United States Stu-
dent Association, an organization founded in 1947, which rep-
resents students on Capitol Hill with the White House and the De-
partment of Education. She is a recent graduate of the University 
of Wisconsin at Madison, where she studied political science and 
social welfare. 

Then we will hear from Dr. Charles Reed. Dr. Reed currently 
serves as the chancellor of the California State University System, 
the country’s largest senior system of public higher education. He 
provides leadership to 44,000 faculty and staff and 409,000 stu-
dents on 23 campuses and seven off-campus centers. Prior to his 
current position, Dr. Reed served as the chancellor of the state uni-
versity system of Florida. 

We will then hear from Mr. Michael Grayer. Mr. Grayer recently 
earned his accountant assistant diploma from Virginia College in 
Jackson, Mississippi, overcoming numerous obstacles along the 
way. After graduating from high school in 2000, Mr. Grayer at-
tended a local community college for a semester but was forced to 
withdraw due to inadequate transportation and limited financial 
resources. With assistance from the Federal Student Loan Pro-
grams, Mr. Grayer enrolled in Virginia College and earned his di-
ploma in December of 2002. Currently he serves as an auditor and 
regional manager for the Security Life Insurance Company. He also 
successfully owns and operates Maxell Communications. He is the 
chief executive officer of three Subway stores and is the president 
and founder of Trinity Financial Solutions, a tax preparation and 
accounting firm. 

I want to thank all of you for your willingness to come today, and 
we look forward to your testimony. 

Mr. Boyle, you may begin. 

STATEMENT OF JAMES A. BOYLE, PRESIDENT, COLLEGE 
PARENTS OF AMERICA 

Mr. BOYLE. Good morning, Mr. Chairman, Mr. Miller, and other 
members of the Committee. My name is Jim Boyle, and since July 
2003, I have been president of College Parents of America, a na-
tional association with two categories of membership: individuals, 
both current and future college parents, and institutions, which 
generally consists of schools that we believe we can supplement 
their parent relations activities. 
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A little over 2 years ago, when I first heard of the existence of 
the association that I am now privileged to lead, it struck me that 
when it came to the debate over the reauthorization of the Higher 
Education Act, one group which deserved a seat at the policy table 
had been ignored, namely, parents. So that is one of the many rea-
sons why I am pleased to be invited to testify before you today, not 
only on behalf of our members but of all current and future college 
parents. Thank you for the opportunity. 

Following is a summary of the views of College Parents of Amer-
ica on your proposed legislation: 

We strongly agree with your overall goal of making college acces-
sible and affordable for all Americans, consistent with the prin-
ciples of the Higher Education Act since its passage nearly 40 
years ago. While the attainment of a college education is much 
more widespread today than it was in 1965, we have reached a pre-
carious place when it comes to Americans and their perceptions of 
whether college really is possible for all. 

Across the continuum of the socioeconomic spectrum, from the 
most needy to the most wealthy of Americans, a dangerous notion 
is developing, a mis-perception that college is becoming out of reach 
for all but the most affluent. From my personal experience, growing 
up in a working class suburb of Detroit, I understand how such a 
misperception can develop. I was a first generation college student 
in the late 1970’s, as was nearly everyone in my neighborhood who 
chose to continue their post-secondary education, not a very high 
percentage to begin with. While most of my peers lived at home 
and attended Wayne State University or Lawrence Tech or Oak-
land Community College, I was fortunate to have a college guid-
ance counselor to helped me to see beyond the confines of the De-
troit area, and who enabled me and my parents to realize that fi-
nancial aide made every school in America within reach. 

Through a combination of Pell Grants, institutional aid, a Na-
tional Merit Scholarship, earnings from work study and other jobs 
and student loans, I was able to attend and graduate from North-
western University in 4 years, an experience that was fulfilling and 
life-changing. 

Young people growing up in Detroit, or anywhere else today, 
should still know that thanks to Federal, state, and institution-
based aid, low- and middle-income students can afford college. 

There are many provisions in your bill that help families to un-
derstand college is possible and which give them specific tools to 
pursue their higher education goals. Your proposal to make the 
Pell Grant available year-round is an important step in the right 
direction, as is your gradual elimination of the origination fee for 
student loans. 

In 1981, I was a recent college graduate working as a staffer for 
a California Member of Congress when that fee was put in place 
as a temporary deficit reduction measure. Twenty-three years later, 
the ‘‘O’’ fee is still in place, and it is time to phase it out. 

Your modest proposal of raising loan limits for first and second 
year students is also a step in the right direction, especially consid-
ering just how many years it has been since those limits were in-
creased. I recommend, however, that you look at the possibility of 
creating greater borrower flexibility within the context of the over-
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all loan limit rather than set year by year maximums. This flexible 
borrower account approach would allow for better financing options 
if family circumstances change while a student is in college and he 
or she is forced to turn to additional personal borrowing to meet 
school costs. 

There are a few other provisions of the proposed bill that I would 
like to touch on before hearing the other witnesses and taking your 
questions. 

First is your proposed new variable rate structure for consolida-
tion loans in order to make those loans consistent with the struc-
ture for Stafford loans that you propose. I suppose it would be easy 
for me to stay out of this crossfire on this issue, as parents gen-
erally are not involved with their son’s or daughter’s financing deci-
sions in the post-college years, or at least not as much as they are 
involved during college. But you have been right, Mr. Chairman, as 
have your colleague from the other side of the aisle, Mr. Andrews, 
to make the point that the future cost of the Consolidation Loan 
Program has the potential to be an enormous financial drain, 
thereby inevitably putting downward pressure, or at least a lid, on 
funds available to students currently attending or planning to at-
tend college. 

I would like to touch on the issue of transparency for college 
costs. I believe that families do want and need more and better in-
formation about the rate of tuition increases in general, the dif-
ference between sticker price and net price, as well as statistics on 
those specific schools that are successful, or not, at keeping prices 
low. 

While the college cost issue reaches across all 50 states, families 
should know that many, but not all, states have trimmed a portion 
of their own budgets allotted to higher education. 

On a host of budget issues, state legislators are often quick to 
point a finger at Washington and say, ‘‘It is the fault of Congress,’’ 
when less than expected funding is made available for this initia-
tive or that. But when it comes to support for higher education, you 
have every right to point out that state support has been falling 
as a percentage of university budgets for 20 years, in good eco-
nomic times and in bad. To be fair, in recent years the actual dol-
lars of state support for higher education have increased but so 
have enrollments. 

Speaking of enrollment, it is essential to note the oncoming col-
lege attendance surge, a result of the baby boom echo. When my 
sixth-grader, Griffin, who is seated here behind me with my wife, 
Kelly, and younger son, Tucker, graduates, I hope, from high school 
in 2010, he will be part of the second largest graduating class in 
U.S. history, slightly smaller than the class of 2009, and both larg-
er than any in the Baby Boom years. 

This coming rise in the college-age population raises the stakes 
for this year’s reauthorization. Assuming you can move a bill 
through this year, with accompanying action by the Senate, it is 
likely under this best-case-scenario, that the legislation will not be 
in force until at the earliest 2005 to 2006, which means that the 
policies you are looking to put in place today will hardly affect par-
ents of today’s college students but will instead greatly affect par-
ents of today’s sixth through eleventh graders. 
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The actions you take—or not—this year will impact American 
families for the next five to 6 years. And in each of those upcoming 
years, more families will be affected because the college-age popu-
lation is projected to grow through at least 2012. 

Part of the transparency debate will focus on how best to get in-
formation into the hands of parents. It seems that whenever there 
is talk about this issue, the proposed solution centers on four 
words: ‘‘COOL Web site needed.’’ The reasoning seems to be that 
a new and improved Department of Education Web site will be the 
answer when it comes to providing the college preparatory informa-
tion they crave. To those four words, I will respond with four of my 
own: ‘‘Remember the digital divide.’’ It may have narrowed a bit 
since the last 1990’s but it has not gone away. Survey after survey 
reveals that those who are most likely to need information about 
financial aid options are the least likely to have it. A COOL Web 
site will not address this issue. 

I strongly suggest that you mandate the U.S. Department of 
Education to implement a national advertising campaign, prin-
cipally utilizing the wide reach mediums of television and radio, to 
accomplish two goals: provide context on the costs and benefits of 
college; and to let people know about the widespread availability of 
financial aid. 

Many of you may have your own COOL Web sites to serve your 
constituents or to promote your re-elections this fall. I am certain 
that such sites are only a small part of your communications strat-
egy, not the be all and end all for dissemination of key messages. 
When it comes to key messages on access and affordability of col-
lege, a COOL Web site should be seen as a means, not as an end. 

That is the end of my prepared statement, and I thank you for 
including me on behalf of College Parents of America in today’s 
hearing. 

Thank you. 
[The prepared statement of Mr. Boyle follows:]
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Statement of Jim Boyle, President, College Parents of America, 
Washington, DC
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Chairman BOEHNER. Thank you. 
Dr. Martin. 

STATEMENT OF A. DALLAS MARTIN, JR., PRESIDENT, NA-
TIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADMIN-
ISTRATORS 

Dr. MARTIN. Thank you, Mr. Chairman, Mr. Miller, and members 
of the Committee on Education and the Workforce. I am Dallas 
Martin, and I am president of the National Association of Student 
Financial Aid Administrators. And I am pleased today to have the 
opportunity to comment upon the positive changes that H.R. 4283 
makes to the Title IV student aid programs. 

We recognize the Committee’s charge to develop a revenue neu-
tral bill and appreciate the difficult choices that had to be made to 
focus limited resources on current and future college students rath-
er than individuals who have completed their post-secondary edu-
cation. In an ideal world we would like to address the needs of all 
individuals. But with limited available funding, our highest priority 
as an association is to ensure access for current and low-income 
and middle-income students. 

We are pleased to see that H.R. 4283 includes a number of the 
student aid proposals that we and others in the higher education 
community advanced. We are particularly pleased that the bill re-
duces the loan origination fees for students in both the FFEL and 
Direct Loan Programs, that it provides an interest only 2 year re-
payment plan option for borrowers who may have difficulty in 
meeting their repayment obligations. And it also continues the au-
thorization for all of the time-proven Title IV student aid programs. 

We are also delighted that the bill eliminates both the 30 day 
delay disbursement requirement and the multiple disbursements 
requirement for schools with default rates of 10 percent or less. 
And we are also pleased that the bill clarifies the student aid rules 
on drug-related offenses and expands the use of program funds to 
promote financial and economic literacy. 

In addition, let me comment on several specific proposals. 
NASFAA supports the change proposed in the legislation to estab-
lish a market-based, variable interest rate for FFEL direct and con-
solidated student loans. 

In the recommendations that we sent you last year, we proposed 
that all Stafford loans, including consolidation loans, would con-
tinue to have a variable interest rate capped at 6.8 percent. While 
H.R. 4283 retains the current 8.25 cap as opposed to the 6.8 which 
we proposed, we still believe that the change to a variable rate for 
all future borrowers establishes a system that will treat all bor-
rowers more equitably. If the variable interest rate was currently 
in effect, all borrowers would have the advantage of participating 
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in the current low student loan interest rate environment. Simi-
larly, in the future when interest rates rise, as they inevitably will, 
all borrowers again will be equally affected but will never have to 
pay a rate that is greater than 8.25. I would suggest that compared 
to other credit instruments that this change will help to ensure 
that the Federal Stafford Loan Programs provide students and par-
ents with the best financing option. 

NASFAA is also pleased to see that H.R. 4283 increases the an-
nual subsidized loan limits for first and second year undergraduate 
students in both the FFEL and Direct Loan Programs. And I as-
sume that your budgetary limitations prevented the Committee 
from considering the proposals that we advanced to make adjust-
ments to upperclassmen and graduate and professional students as 
well. 

While the proposed modest increases are certainly welcome, we 
would hope that the Committee as it continues work on this bill 
would give careful consideration to making the annual and aggre-
gate loan limit changes that we support, which have been put forth 
in H.R. 4102 introduced by Congressman Rob Andrews. We also 
would strongly encourage the Committee to give serious attention 
to the new consolidation rate structure that is included in 
H.R. 4102, which would provide a variable subsidy to borrowers 
based upon the relationship between the borrower’s total monthly 
loan payments and their total income. This change would clearly 
help lower income borrowers who have high student debt. 

We would also ask that the Committee give consideration to in-
cluding H.R. 4283 two other of NASFAA’s earlier recommenda-
tions. One, which would allow individual institutions, if it so de-
sires, to implement lower loan limits on a school-wide class level 
or academic program basis and a second recommendation which 
would eliminate the provision mandated that the school also loses 
eligibility to participate in the Pell Grant program if the school 
loses eligibility to participate in FFEL or Direct Loan Programs 
due to high defaults. 

We also note that H.R. 4283 includes a proposal to modify the 
allocation of funds formula that is used to distribute Federal funds 
to institutions under the campus-based programs. This proposal is 
a modified version of a recommendation that NASFAA had ad-
vanced last year. The campus-based allocation formulas have been 
at the center of policy discussions over the past 25 years and peo-
ple’s views on whether the current formula should be modified de-
pend in large part on when an institution began participating in 
one of the campus-based programs and in which state that institu-
tion is located. 

Earlier modifications to the formula established a base guarantee 
to provide protection to participating institutions who had been in 
the program for a considerable period of time and who had made 
significant institutional investments to properly administer the 
programs. But the formula also established a fair share concept 
that would ensure that funds remaining after meeting base guar-
antees would be distributed to institutions based upon the amount 
of that institution’s students’ needs in relationship to the needs of 
students at all other participating institutions. 
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Unfortunately, the rather static funding of these programs over 
the past decade has prevented newer institutions which should 
have benefited from the fair share formula from keeping pace with 
institutions who student bodies have similar economic enrollment 
profiles. The provisions in H.R. 4283 would gradually reduce the 
base guarantee protection currently granted to certain institutions, 
thus freeing up additional dollars to distributed according to the 
fair share formula to all eligible institutions. While this change will 
shift dollars from some institutions to others over time, the provi-
sions in H.R. 4283 provide institutions with adequate lead time to 
prepare for these changes. 

We recognize that institutions across the country have different 
and strongly held views on whether the current formula should be 
modified. But the approach contained in this bill will help to en-
sure that the monies allocated under the three campus-based pro-
grams will be equitably distributed to the neediest students in all 
participating institutions across the country. 

In conclusion, let me say while we have attempted to focus our 
analysis upon the Title IV student aid provisions contained in 
H.R. 4283, and we will continue to analyze the bill and provide you 
with additional comments, I should also note that there are many 
other significant changes included in the bill that have a dramatic 
impact upon institutions of higher education. While I don’t have 
time or feel qualified to comment upon many of those proposals, I 
would strongly encourage the members of this Committee to care-
fully consider and analyze the thoughtful comments and suggests 
that others in the higher education community will undoubtedly 
make. 

I look forward to working with the Committee and would be 
happy to respond to your questions when appropriate. 

[The prepared statement of Dr. Martin follows:]
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Statement of Dr. Dallas Martin, President, National Association of Student 
Financial Aid Administrators
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Chairman BOEHNER. Thank you, Dr. Martin. 
Ms. Wasserman. 

STATEMENT OF REBECCA J. WASSERMAN, PRESIDENT, 
UNITED STATES STUDENT ASSOCIATION 

Ms. WASSERMAN. Thank you. Mr. Chairman, Ranking Member, 
and members of the Committee, and to all the students that were 
able to be here and apparently went through a lot to get here, I 
thank you for this opportunity to discuss H.R. 4283, the College 
Opportunity and Access Act. 

I am here today representing the United States Student Associa-
tion and the over 1 million students that we represent. USSA is 
the nation’s oldest and largest national student association, rep-
resenting students in D.C. since 1947. 

My testimony on behalf of USSA addresses several key provi-
sions in H.R. 4283 that will directly impact millions of low- and 
middle-income college students. While we believe that some provi-
sions in this bill will help students, overall we oppose the College 
Opportunity and Access Act, as it will force millions of low- and 
middle-income students to pay more for college, deny free speech 
rights to students across the country, and re-open the doors to 
fraud and abuse in our student aid programs. 

In short, this bill does not create the access or opportunities the 
title claims and in fact may block students from the doors of higher 
education. Most importantly, it represents a missed opportunity for 
this Congress to prioritize higher education and address the grow-
ing crisis as colleges and universities become less and less afford-
able. 

We do applaud Chairmen Boehner and McKeon for retaining the 
current cumulative loan limits for undergraduate students. Far too 
many students are taking on huge loan debt to finance their college 
education. And while this provision allows students to borrow sev-
eral thousand dollars more for college, it does not raise the limits 
in a careless manner. The typical undergraduate student graduates 
with nearly $19,000 in college loan debt, double that of the typical 
graduate in 1997. 

In addition to soaring individual debt, there has been a seismic 
shift in the dependence on student loans as the primary finance 
mechanism to pay for college. Thirty years ago, student loans ac-
counted for about 30 percent of all Federal student aid, while 
grants accounted for 70 percent. Today these figures are almost re-
versed. Student loans account for nearly 70 percent of all Federal 
student aid, while grants account for just 22 percent. 

When students are forced to finance their higher education 
through unmanageable student debt, there is no real access. It con-
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tinues a cycle of poverty for low-income students and limits their 
ability to give back to the economy of our country through pur-
chasing a car, a home, or even taking a lower paying, public inter-
est career path. 

While we are disappointed that the student loan tax, or the origi-
nation fee, has not been fully eliminated, we do believe that reduc-
ing this tax from 3 percent to 1 percent over the reauthorization 
period is a positive step. 

While USSA believes that maintaining the cumulative loan lim-
its and reducing the origination fees are important steps to making 
college more affordable for millions of low- and middle-income stu-
dents, overall the College Opportunity and Accessibility Act will ac-
tually force millions of low- and middle-income students and their 
families to pay thousands of dollars more for their college loans 
and education. 

First, we are very disappointed that the Act fails to raise the 
maximum Pell Grant award. Last year’s maximum Pell Grant was 
worth $500 less in real terms than the maximum award nearly 30 
years ago. Despite the declining buying power of the grant, rising 
tuition prices and the growing financial need of students, 
H.R. 4283 fails to increase the maximum Pell award. To the more 
than 5 million students who depend on Pell Grants to make college 
possible this is a real step backwards toward making college a re-
ality. 

We are also troubled that the Act eliminates the current low-
fixed rate consolidation benefit for student borrowers. According to 
a recent Congressional Research analysis, eliminating this benefit 
will force the typical student to pay nearly $5,500 more for their 
college loan. Denying student borrowers the choice to lock in a low-
fixed interest rate makes college more expensive, just as tuition 
levels rise, state aid is being cut and students are facing double the 
loan debt they faced just 7 years ago. As a result, H.R. 4283 will 
eliminate college opportunities and make college even more expen-
sive. 

Consolidation is an important tool that helps low- and middle-in-
come students manage their debt and makes college affordable. 
Congress should not deny student borrowers this benefit now when 
they need the help the most. 

While we share the concern that the cost of the Consolidation 
Loan Program has the potential to increase significantly over the 
next decade, we are shocked that the leadership of this Committee 
has decided to bend the will of the big lenders and deny low- and 
middle-income students the choice to lock in a low-fixed interest 
rate. 

The fact of the matter is that the big lenders that participate in 
the student loan program do not like the consolidation program be-
cause they are forced to pay fees to participate and because it in-
creases competition in the market, as most students, but not all, 
can shop around to find the best deal and service for their loans. 
Due to low interest rates in the past few years, more and more stu-
dents have consolidated their loans, increasing the likelihood that 
these students will switch lenders. The lenders that hold the lion’s 
share of the total outstanding student loan debt would like to 
eliminate the current low-fixed rate benefit in order to do away 
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with the competitive market so that they can protect their port-
folios and their profit margins. 

The elimination of the current low-fixed rate benefit in 
H.R. 4283 comes as lenders in the student loan program continue 
to earn huge profits. According to a recent issue of Fortune Maga-
zine, Sallie Mae is the second most profitable company in the 
United States, with a 37 percent return on their revenues in 2003. 
To give people context, the median return for the 500 biggest com-
panies in the U.S. was 5 percent in 2003. In addition, according to 
a U.S. News & World Report article, in 2002, Sallie Mae’s chief ex-
ecutive, Albert Lord, pocketed nearly $34 million in salary, bonus, 
and stock option payments. 

It is important to remember that the student loan programs were 
created to provide low-cost loans to students and to increase access 
to a college education, not to set a program where lenders take 
home big profits on federally subsidized and guaranteed loans. 
Rather than forcing low- and middle-income students to pay thou-
sands of dollars more for their college loans, Congress ought to 
completely eliminate excessive profits to lenders in the student 
loan programs and use the savings generated to make college more 
affordable for students. 

We believe that the step that H.R. 4283 takes to reduce exces-
sive lender profits is a critically important step and hope to see it 
followed by more good work to ensure that we are spending tax-
payer revenues on increasing college access, not increasing profit 
margins of lenders. 

It is troubling that this bill reduces excessive lender profits and 
then simultaneously raises the cap on student loan interest rates. 
According to projections from the Congressional Budget Office, this 
change will raise student loan interest rates and force student bor-
rowers to pay hundreds of dollars more over the life of their loans. 
At a time when so many students and their families are struggling 
to pay for college, we should not be pushing higher costs on to low- 
and middle-income families. 

In addition to raising the cost of college for the typical student 
by thousands of dollars, H.R. 4283 will strip students of their free 
speech rights on college campuses with the so-called Bill of Aca-
demic Rights. It is incredibly problematic for Congress to create 
provisions that could force our college and university administra-
tors in doing excessive oversight of the official and unofficial activi-
ties of students. We cannot have officials in Washington, D.C. regu-
lating the content of our classrooms. This intrusive oversight dis-
rupts local control and challenges the mission of educational insti-
tutions. 

We are also concerned that H.R. 4283 will put the students and 
the student aid programs at risk by repealing a key fraud and 
abuse protection, the ‘‘90-10’’ rule that was enacted more than a 
decade ago. Congressional hearings in the 1990’s documented ex-
tensive abuses in the student aid programs, primarily by for-profit 
schools, which cost taxpayers billions of dollars. Among the abuses, 
Congress found that schools set tuitions at artificially high levels; 
closed without warning leaving students with no degree and loan 
debts; disbursed funds to ineligible students, and provided inad-
equate instruction. 
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In response to the rampant fraud and abuse, Congress enacted 
a set of safeguards, including the ‘‘90-10,’’ formerly ‘‘85-15’’ rule, 
limited correspondence and telecommunications courses and pro-
hibited bonuses and incentive payments to school employees and 
recruiters to stop the scams. These safeguards have been essential 
to curbing fraud and abuse in student aid programs. A full repeal 
of this safeguard could once again put students and the student aid 
programs at risk. 

Last, we support your movement toward the repeal of the drug 
provision in the financial aid form, which has already denied over 
128,000 students access to Federal financial aid. However, a partial 
repeal is not enough. We must pass a full repeal to guarantee ac-
cess to education for all students, and education is the best reha-
bilitation. 

To close, on behalf of USSA and the students who represent, we 
urge you to support changes to the current law that will make col-
lege more, not less, affordable to low- and middle-income students. 
USSA supports significantly raising the maximum Pell Grant, re-
taining the student choice to lock in a low-fixed rate consolidation 
benefit, lowering interest rates on student loans, protecting student 
autonomy and retaining safeguards to protect against fraud and 
abuse in the student aid programs. 

Thank you. 
[The prepared statement of Ms. Wasserman follows:]
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Statement of Rebecca Wasserman, President, United States Student 
Association, Washington, DC
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Chairman BOEHNER. Thank you. 
Dr. Reed. 

STATEMENT OF CHARLES B. REED, CHANCELLOR, 
CALIFORNIA STATE UNIVERSITY SYSTEM 

Dr. REED. Chairman Boehner, Ranking Member Miller, and dis-
tinguished members of this Committee, good morning, and thank 
you for your invitation to testify. 

The 23-campus California State University System is the largest 
university system in the United States. We have over 409,000 stu-
dents this year. Access is our mission. We award almost 5 percent 
of all the bachelor’s degrees in this country, and almost half of the 
bachelor’s degrees in California. Also, we have a largely non-tradi-
tional student population where 20 percent are first generation col-
lege students, 40 percent come from households where English is 
not the main language spoken, and more than one-third of our stu-
dents work full time. The average age of our students is 24, and 
most or almost 50 percent of our students are classified as inde-
pendent students. We, the California State University System, look 
like the future of higher education and what higher education is 
going to look like in 2015 and beyond. 

I would like to use my time this morning to briefly address five 
key points from my written testimony beginning with the Pell 
Grants. The Pell Grant program is essential to preserving college 
opportunity for disadvantaged students and is perhaps the single 
most important financial aid program in the California state uni-
versity. One hundred and sixteen thousand of our students re-
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ceived over $316 million in Pell awards last year, averaging $2,700 
per student. 

Both H.R. 4283 and H.R. 3180 contain provisions to allow stu-
dents to receive a second Pell Grant in a given year for summer 
study. I want to thank Representative McKeon and Miller for their 
support for this concept. Year-round study helps students complete 
their academic degree sooner which reduces student borrowing and 
allows institutions to use their resources much more efficiently. 

However, we must ensure that schools that serve the most dis-
advantaged students are allowed to participate in year-round Pell. 
The proposed standard of at least 30 percent of students grad-
uating within 4 years will not recognize institutions like the Cali-
fornia State University that enroll many non-traditional students. 
A standard of 30 percent of students graduating within 6 years 
would be a much better way to serve these students. 

Second, campus-based funding formulas. We applaud 
H.R. 4283’s efforts to eliminate the use of a base guarantee in the 
funding formula for the campus-based programs. The base guar-
antee concept adversely impacts new campuses because it uses en-
rollment calculations from the first one or 2 years of a program’s 
participation. When you start, you start small with 1,000 to 2,000 
students but today we have three of those institutions that are well 
over 12,000 students. 

I should note that the CSU is affected by this proposal from both 
ends, having added three new campuses since 1990 but also have 
several campuses that would lose resources if the base guarantee 
were eliminated. We have talked about this as a group of presi-
dents, and we support your bill. We just ask that you accelerate 
that timetable. We are for fairness and we think that the distribu-
tion ought to be based upon institutional need. 

Third, student loans. H.R. 4283 proposes to gradually reduce 
student loan origination fees to 1 percent. I should note that in the 
past Representative Miller has also advocated for the elimination 
of origination fees. Given the importance of these programs to CSU 
students, I strongly support any movement in this direction. 

H.R. 4283 would also increase the amount first and second year 
students could borrow while maintaining the aggregate borrowing 
caps. While we are all concerned with students’ increase in debt 
burden, the proposed increases would improve overall flexibility for 
needy students and may reduce reliance on more costly alternative 
loan programs. 

Fourth, early outreach and student support. The CSU joins the 
higher education community in support of TRIO and GEAR-Up as 
separate and complementary programs. These programs are vital 
to preparing under-represented students for college and they re-
duce the need for remediation which saves students and institu-
tions time and money. I have spent many hours in the classroom 
in the 7th grade to see our GEAR-Up program working to help 
these students prepare for the future that they want to attend col-
lege. 

Fifth, Hispanic-Serving Institutions. Last but not least, issues re-
lating to Hispanic-Serving Institutions are particularly critical in 
California, which is the home to approximately one-third of the na-
tion’s Latino population. The California State University supports 

VerDate 0ct 09 2002 13:31 Oct 18, 2004 Jkt 000000 PO 00000 Frm 00027 Fmt 6633 Sfmt 6602 H:\DOCS\93631 EDUWK PsN: NNIXON



24

many of the proposals of the Hispanic Association of Colleges and 
Universities, and especially one that would create a new competi-
tive graduate education component for HSIs under Title V. 

Again, thank you for allowing me to testify this morning. I trust 
that you will feel free to contact me or members of my staff as they 
continue this important discussion. 

Thank you. 
[The prepared statement of Dr. Reed follows:]
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Statement of Charles Reed, Chancellor, California State University System, 
Long Beach, California
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Chairman BOEHNER. Thank you, Dr. Reed. 
Mr. Grayer? 

STATEMENT OF MICHAEL GRAYER, RECENT GRADUATE, VIR-
GINIA COLLEGE, JACKSON, MISSISSIPPI, ON BEHALF OF THE 
CAREER COLLEGE ASSOCIATION 

Mr. GRAYER. Mr. Boehner, Mr. Miller, and members of the Com-
mittee, it is an honor to be with you this morning. I am here to 
share my story of how I achieved the dream of a college education. 

Before I begin, I would like to state for the record that I am only 
one of thousands of career college students who have overcome ob-
stacles to achieve educational goals. In February, my achievements 
were recognized by the Career College Association as one of the 
seven recipients of the First Annual Graduate Recognition for Ex-
cellence, Achievement and Talent—or GREAT—Student Awards. 
My fellow winners and I exemplify what can be accomplished when 
determination, commitment, and discipline are combined with Fed-
eral student assistance programs. 

It is a privilege to speak to you today on behalf of the Career Col-
lege Association and the more than 1 million students educated by 
the for-profit education sector each year. 

I was reared in a single-parent home in Jackson, Mississippi. In 
the eighth grade, I was enrolled in the Piney Woods School, a his-
torically black boarding school in Mississippi. After failing the 
ninth grade, I did eventually graduate from high school, which, un-
fortunately, exhausted my mother’s financial resources. However, 
making the adjustment back to my home was difficult because of 
the financial situation. I enrolled in a local community college, but 
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the experience ended after one semester due to financial concerns 
and lack of transportation. 

Several months later, I landed a job at local cellular outlet and 
quickly climbed the ranks to management. Then came the horrific 
events of September 11th. Our company’s business declined, lead-
ing to the loss of my job. I started selling cellular accessories to 
make money and eventually opened my own cellular outlet store. 
The expenses were high and the revenue was low and it also was 
not personally fulfilling so I decided to go back to school because 
I was wasting my time and my talent, and I needed to make a 
change. 

While watching an ad 1 day about Virginia College in Jackson 
and the programs that they offered, and due to my prior experi-
ence, the business program which they had that focused in account-
ing caught my attention. I took a leap and enrolled in Virginia Col-
lege. 

Like many of my fellow Virginia College students, I received Fed-
eral financial aid, including Pell Grants and student loans. Without 
this support, I would have not have been able to graduate from Vir-
ginia College with a diploma in accounting. Federal student aid 
helps to ease the burden of many students in my situation when 
they are faced with where to go to college. I am blessed to have 
a family which is supportive of all my aspirations, including col-
lege, which helped ease some of that burden. Not every student is 
that lucky. However, at Virginia College, 80 percent of my fellow 
students are eligible for Pell Grants, 82 percent are independent, 
and 47 percent have dependents of their own. And more than half 
of the students have an expected family contribution of zero, mean-
ing they are completely dependent on student aid to achieve their 
educational dreams. 

Some current provisions of the Higher Education Act stand in 
the way of assisting students like myself from achieving all they 
are meant to achieve. The 90/10 rule, which requires for-profit in-
stitutions like Virginia College to prove 10 percent of their revenue 
comes from non-Federal aid, is one example. If a school enrolls too 
many of the poorest students, those students with a zero expected 
family contribution who could receive a full Pell Grant and the 
maximum student loans, that institution could be in violation of 
the 90/10 rule. 

The separate definition of higher education institution currently 
applied to for-profit colleges has outlived its purposes. Students 
should not have access denied based on their choice of an author-
ized, accredited, eligible institution of higher education. I am an ex-
ample of this. I was unable to succeed at a community college for 
a variety of reasons. Virginia College, however, offered the program 
and support I needed to graduate from college. 

Federal Pell Grants helped me to go to college, but Pell Grants 
alone did not cover the cost of my tuition. To do this, I also took 
out Federal loans. Higher Pell Grant awards would help more stu-
dents like me go to college, and enable many of them to do so with 
decreased loan burden. However, for those students who would not 
be eligible for an increased Pell Grant, higher student loan 
amounts will help them achieve their dreams. 
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Most of the students at Virginia College, including myself, attend 
year-round and complete more than one academic year of work in 
an award year and therefore are able to finish our education more 
quickly. If we could get more than one Pell Grant award in a single 
year, our loan burden would decrease. This would be as important 
for those of us in a diploma program as for those who are seeking 
a bachelor’s degree. 

I am an example of what a career college graduate can achieve 
with the help of student aid programs. Since graduating, I have 
been employed as a regional manager and the head auditor for a 
publicly traded insurance company, Security National Life. I am 
also the CFO of my stepfather’s three Subways in Jackson, Mis-
sissippi, and I am the founding president of Trinity Financial Solu-
tions, a tax-preparation and accounting service that currently em-
ploys 15 individuals, including another graduate of Virginia Col-
lege. 

In closing, I urge you to pass H.R. 4283, the College Access and 
Opportunity Act of 2004. And I will be happy to answer any ques-
tions you may have. 

[The prepared statement of Mr. Grayer follows:]
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Statement of Michael Grayer, Recent Graduate, Virginia College, Jackson, 
Mississippi

Chairman BOEHNER. I want to thank all of our witnesses for 
their testimony and their insight into the Higher Education Act 
and how we can improve access for America’s students. 

Mr. Boyle, what do you hear as the biggest concern from parents 
regarding access to higher education? 

Mr. BOYLE. Anxiety and uncertainty about the process. I think 
even for families who are in need of financial aid, many families 
are not aware that financial aid options are available and not tak-
ing advantage of them. Guidance counselors are wonderful people 
but there are not enough of them. There is only one guidance coun-
selor for every 491 high school students on average across the U.S. 
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so there is no way they can reach everyone. And then for those who 
have more resources, who may be college graduates themselves, a 
lot of scratching of their heads and saying that, ‘‘Gee, the process 
is so different now than it was when I went to college,’’ and not 
understanding and not having a resource to turn to to guide them 
through the process is frustrating to them. 

Chairman BOEHNER. Dr. Martin, you represent financial aid ad-
ministrators, your organization gets those who jump through the 
hurdles and actually apply and you get to deal with them. But I 
think the point that Mr. Boyle makes is that sticker shock is driv-
ing a lot of students and their families away from even considering 
the possibility of trying to go to college. 

Dr. MARTIN. I think, Mr. Chairman, unfortunately in the day 
that we live today with the media they love to play upon the most 
expensive, the highest cost institutions. And every time I see some-
thing about college costs, it always focuses upon that top 3 to 4 per-
cent of institutions that are the most expensive in the country. And 
many families, unfortunately, who are not as sophisticated and 
maybe first generation believe that that is the cost for all colleges. 
And that is not the case. We have many fine institutions across 
this country, all the way from our community colleges, state col-
leges, universities, public and private, and along with financial re-
sources that are available from local, Federal, state and institu-
tional monies, that there is a way to help people to do that. 

And part of it, I agree with Mr. Boyle, is simply having a cam-
paign so that families and students understand clearly what is 
available and where to go to get straightforward information. And 
I think that would be more helpful than anything I can think of 
to try to raise awareness about post-secondary education. 

Chairman BOEHNER. Ms. Wasserman, you said in your testimony 
that you were for those provisions in the bill that reduced origina-
tion fees and for the increase in loan limits. How would you pro-
pose paying for that, considering you don’t want consolidation loans 
to go to a variable rate? 

Ms. WASSERMAN. Well, I think two things. One is, to follow up 
on the questions you just asked, I think that there is some real 
sticker shock, because the cost is too high for a lot of institutions. 
While there is a varying level of cost to college, I do think the re-
ality is for a lot of working families and a lot of first generation 
students the cost is too high. So when we are looking at this reau-
thorization, we are looking at it as an opportunity to really make 
steps to make college more affordable and more accessible. 

And so for us the reduction in origination fees is important but 
keeping the fixed rate on consolidation, making sure that when 
someone is applying to school, they know that they are going to be 
able to attend school and graduate with manageable debt that they 
can then consolidate and pay manageable monthly payments on. 

Chairman BOEHNER. Do you represent graduates as well? 
Ms. WASSERMAN. This sort of attempt to separate the students 

applying from the student that graduates to me just doesn’t make 
sense. The reality is it is the same person— 

Chairman BOEHNER. Hello, hello. 
Ms. WASSERMAN [continuing]. That is applying for school— 
Chairman BOEHNER. We have Mr. Grayer right here, a graduate. 
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Ms. WASSERMAN. Right, a graduate, yes. 
Chairman BOEHNER. A successful graduate. Mr. Grayer, were 

you able to pay your student loans? 
Mr. GRAYER. Say it again, sir? 
Chairman BOEHNER. Are you able to pay and afford your student 

loans? 
Mr. GRAYER. I pay them, but they are not manageable. 
Ms. WASSERMAN. They aren’t manageable, and that is a great ex-

ample of the reality; for a lot of us it is incredibly difficult to be 
paying our loan debt. And we have to make it more affordable for 
students to get through school and then make payments on that 
debt and be able to support our economy, to be buying a home, to 
be picking a career path that we want— 

Chairman BOEHNER. Well, do you think that it is fair—let me 
ask you this question. Do you think it is fair that according to the 
GAO, if we continue the consolidation program at a fixed rate, it 
is going to cost $21 billion in additional taxpayer subsidies for 
graduates over the next 7 years, as opposed to taking that $21 bil-
lion and reducing origination fees and increasing loan limits to try 
to increase access for low to middle-income students? 

Ms. WASSERMAN. Those small provisions, reducing origination 
fees from 3 percent to 1 percent, allowing flexibility in the loan lim-
its, I think are important, but the reality is that we need to in-
crease the Pell Grant. Real access isn’t going— 

Chairman BOEHNER. No, no, the question was do you think it is 
fair, because this is the real issue that we are going to get in. And 
for those of you that come to this Committee often, you know that 
I try to speak English. And the fact is that we have a budget-neu-
tral environment that we are in and we are trying to find some 
way to increase access for low to moderate income students. 

Now I know some of my colleges, and I have read your testimony, 
Ms. Wasserman, think that every day is Christmas and that I am 
Santa Claus. 

Mr. MILLER. Nobody thinks you are Santa Claus. 
Ms. WASSERMAN. No. 
Chairman BOEHNER. Santa Claus is sitting next to me, I am 

sorry. The fact is that we have to make hard decisions here. And 
from a fairness standpoint it seems to me that asking graduates 
who may have received the Pell Grant, may have received a stu-
dent loan, may have had their interest paid while they were in 
school, had a 6-month deferment of any payment after they grad-
uated, and were then allowed to consolidate their loans in many 
cases, I think that we have done, we are doing an awful lot for 
those who have been through school. And I am trying to grapple 
with the issue of what is fair for graduates as opposed to incoming 
students, who may not have the financial ability to attend a college 
or university of their choice. 

I have gone way over my time. Mr. Miller? 
Ms. WASSERMAN. Well, Mr. Chairman? 
Chairman BOEHNER. Yes, go ahead, go ahead. 
Ms. WASSERMAN. Chairman Boehner, I think it is important to 

look at fairness, but I think it is also about priorities. And the re-
ality is that with this reauthorization we are asking, the students 
are asking for higher education affordability to be prioritized. And 
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for that we need to not only retain the fixed rate on consolidation, 
but we need to do the other things I mentioned in my testimony, 
because we find money when we make priorities. We found money 
for tax cuts. We found money for other things in this Congress, and 
we need to make sure to find money for higher education. 

Chairman BOEHNER. Mr. Miller? 
Mr. MILLER. Thank you, Mr. Chairman. It is rather fascinating 

that when we get to education we are in a budget- neutral situa-
tion. We are not in a budget-neutral situation on the military budg-
et, on the agriculture budget, on the public works budget, on the 
transportation budget. Nowhere else are we on a budget-neutral 
situation, except when it comes to education. 

If we were in a budget-neutral situation, we wouldn’t have a 
$500 billion deficit this year, next year, and the year after. So they 
have obviously decided that it is a higher priority to reach in, ei-
ther to the tax cuts or to the deficit, for all of these other purposes. 
But it is not a high priority for the Republican leadership here for 
the education of America’s young people. 

So when we are told to pick and choose between students who 
have graduated and students who are in school, with all due re-
spect to the same students, because when people make a decision 
about will I be able to borrow this money, pay it back, what is the 
life cycle cost of this, just like anybody in business would, of this 
loan, and will I be able to become a teacher or a nurse or a police-
man or a lawyer or a doctor, all of these things go into that calcula-
tion. And you decide yes or no. 

But you don’t just all of a sudden because you have graduated 
in a situation where those are no longer a matter of concern. You 
borrow money over a period of time and you ask yourself, that is 
why we have disclosure forms, when you borrow money against 
your house, they say the total cost of this loan is $1,800,000 and 
you go, ‘‘Jeez, I didn’t know this house was worth that much.’’ 

No, that is the cost of the loan. When you buy your car, they tell 
you what the cost of the loan is. And people say, ‘‘Oh, I don’t want 
to pay that much, maybe we ought to be looking at something else.’’ 

And so the problem with this legislation is we sort of have a half 
of a higher education bill. We ought to put everything on the table. 
I don’t know, maybe the students will think that the 6-month 
deferment isn’t worth as much as the consolidated fixed rate and 
then make some tradeoffs. We keep picking sort of low-hanging 
food or what is politically doable here, as opposed to constructing 
a program that now is in the middle of a dramatically escalating 
cost of higher education to students. 

This bill doesn’t meet that test in terms of doing that. You have 
done some good things in this legislation, but we have also left out 
the consideration of a whole range of issues and topics. And when 
a student has to think this process is going to cost me another 
$5,000, I think it is a difference in considerations. So that is that. 

I want to hear your points on the Pell Grants. I didn’t under-
stand, Mr. Boyle, you didn’t address the Pell Grant in your oral 
testimony. Can you tell me where your association is? Are you for 
the cap that is in this bill between now and 2011 on Pell Grants? 

Mr. BOYLE. I addressed the year-round Pell Grant. 
Mr. MILLER. I know, but are you for the cap? 
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Mr. BOYLE. I would like to see Pell Grants higher in the ideal 
world, but I think that the basic reality is— 

Mr. MILLER. Do you support the cap, what is it? 
Mr. BOYLE. I would like to see it higher. 
Mr. MILLER. So you don’t support the cap? 
Mr. BOYLE. No. 
Mr. MILLER. OK. Dr. Martin? 
Dr. MARTIN. I would like to see the $5,800 and say, ‘‘Such sums 

thereafter’’ if we have to do it that way. 
Mr. MILLER. So you would not support the cap? 
Dr. MARTIN. I would like to see the flexibility go up when we 

have the funds to do it. Grants are the most important thing. That 
is our highest priority has been grants. 

Mr. MILLER. Ms. Wasserman? 
Ms. WASSERMAN. I don’t support the caps. 
Mr. MILLER. Dr. Reed, Chancellor Reed? 
Dr. REED. I testified that the Pell program was the most impor-

tant program to the California State University students. I would 
like to see it increased. 

Mr. MILLER. Again, we are in this configuration. Somehow we 
can’t help those students who need it the most in this calculation. 
And I just think that those of us on this Committee really have got 
to put together a comprehensive bill. To put a cap on the Pell at 
this point when we think we are looking at continuing escalation 
of these costs is just to tell a lot of students at the bottom they are 
not going to be able to make it in this situation. 

We are starting to see some of this in the California system al-
ready, are we not? 

Dr. REED. We are. We are trying to hold our costs down as much 
as we can. We entered into an agreement yesterday with the Gov-
ernor that, one, that our increase in fees would be tied to personal 
income increases in California, although there was an emergency 
provision except when the state’s budget goes down. But then that 
was even capped at 10 percent. 

So there is tremendous sensitivity to what you are saying, Con-
gressman Miller. And, as I said, the Pell is the single most impor-
tant—116,000 of our students are Pell students in the CSU. 

Chairman BOEHNER. Will the gentleman yield? 
Mr. MILLER. Yes. 
Chairman BOEHNER. Not all of us are for increasing the Pell. 

Now we have a dual process in here for those who aren’t aware 
that we authorize and then we appropriate. The current authoriza-
tion, maximum authorization for Pell is $5,800. We are at $4,050 
as the maximum award that is appropriated. Now for every $100 
increase in the maximum award, the cost to the Treasury is $400 
million. And as this wave of students continues to approach, that 
number is going to be a half a billion dollars for every $100 in-
crease. 

Now one of the things that you have all heard me say as mem-
bers of the Committee is that I am not for some silly authorization 
level that is not realistic. I think it is duplicity. I think what we 
ought to do is to try to have the authorization numbers and the ap-
propriation numbers as close as possible so that people aren’t mis-
led into thinking that we are going to do something— 
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Mr. MILLER. Oh, we will never be misled again after the other 
bill. 

Chairman BOEHNER. Turn your microphone on. 
Mr. MILLER. We will never be misled again after No Child Left 

Behind. Don’t worry about that. 
Chairman BOEHNER. Georgie. 
Mr. MILLER. Well, we won’t. We now know that it doesn’t work 

that way. But reclaiming my time, this Committee ought to be say-
ing to the appropriators, to the Congress, and to the nation, this 
is what an education policy should be if you are going to take care 
of the wave of students, the students of little income who are fully 
qualified to go to college so that they can participate, this is what 
we should be doing. That is why we are called the policy Com-
mittee. 

If the appropriators don’t want do this, I guess they won’t do it. 
If the administration, this administration, other administrations, 
past administrations don’t want to do it, obviously they won’t do it. 
But we ought to be setting forth in law the means by which you 
can achieve an education policy that addresses the full spectrum of 
American students and families that are looking for this oppor-
tunity. 

As I said, I think you have done good things in this bill. I don’t 
want this to become a partisan fight. I think this bill is terribly im-
portant. But I don’t think that we have in a comprehensive fashion 
addressed all of the possibilities where we can reapportion some of 
these costs in a more fair fashion. That is all I am trying to say. 

And I don’t say that as throwing down the gauntlet or any of the 
rest of this. I think that we have got to work our way through it, 
but we have got to recognize that this landscape has changed dra-
matically. A lot of it, we are struggling to figure out how we can 
get the states to belly up to the bar here with a little bit more re-
sponsibility and participation. 

So this isn’t meant as a broadside. It is just I think you see some 
glaring problems here that are going to be huge, and certainly in 
the Pell Grant area. We have got do deal with this now. We have 
got to deal with it this fiscal year. I just don’t think this bill meets 
that test, Mr. Chairman, and it is not because it hasn’t been a good 
faith effort and it is not because people haven’t worked hard. I just 
don’t think we are there yet. 

Chairman BOEHNER. Well, I would just suggest to my colleague 
and my friend that this is the first hearing on the first proposal. 
This is the beginning of what will be a very long process. 

Mr. MILLER. Mr. Chairman, let me say this for the record. This 
is a rather unusual experience in the Congress of late where we ac-
tually have a bill that is in writing and then we have people come 
in and publicly comment on it, and I want to thank you for that, 
because I think that is the way we will end up. All of these wit-
nesses have varying views on different subject matters. That is the 
manner at which we will arrive at a bill where people have a 
chance to pull it apart, look at it, and then hopefully, we can come 
back together and take this advice. 

And I would also like to ask unanimous consent to insert in the 
record some statements by the president of my alma mater, Dr. 
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Corrigan, and the National Consumer Law Center, if I might, who 
also are testifying to this particular bill. 

Chairman BOEHNER. Without objection, so ordered. 
[The information referred to follows:]
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Statement of Dr. Robert A. Corrigan, President, San Francisco State 
University, Submitted for the Record
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Statement of the National Consumer Law Center, the Center for Law and 
Social Policy, and The Workforce Alliance, Submitted for the Record
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Mr. MILLER. Thank you. 
Chairman BOEHNER. The Chair recognizes Mr. Petri. 
Mr. PETRI. Thank you very much, Mr. Chairman. As we struggle 

to find the resources to meet our obligations to help provide access 
to education for students, I wonder if I could ask the panel mem-
bers to turn their attention for a minute to the Direct and Guaran-
teed Student Loan Programs. About a third of the loans are direct 
and two-thirds are guaranteed student loan programs. The General 
Accounting Office has reported that in a number of years, the Di-
rect Loan Program has netted money, not cost money to the Treas-
ury. The Office of Management and Budget said of the Direct Loan 
Program recently, ‘‘Significantly lower direct loan subsidy rates call 
into question the cost-effectiveness of the guaranteed program 
structure, including appropriate level of lender subsidies.’’ 

And on May 3rd, the Wall Street Journal reported that next year 
the Direct Loan Program will, according to its analysts’ estimates, 
make $500 million for the Treasury and the Guaranteed Program 
will cost $7 billion to the Treasury. Now if that is anywhere near 
true, we have an opportunity to come up with some money to meet 
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some obligations in both the loan and other areas. Would any of 
you care to comment on the implications of those figures? 

Dr. MARTIN. Mr. Petri, I am not an economist, but I have read 
different reports that have been done throughout the years about 
the differences between the Direct Loan Program and the FFEL 
Program and which is more costly and which saves the government 
money and so on. I don’t have a firm answer to that because I have 
read too many different things depending on the spin that has been 
put on those particular reports, and I am not smart enough to be 
able to break that down. I think it is a good question that you ask. 

I do think as an association we strongly support maintaining 
both programs for choice. I also think that the bill that is before 
us now that looks us and recaptures some of what many of us be-
lieve are some excessive earnings out there in the programs is a 
step in the right direction. I know that my colleagues in the lend-
ing community probably aren’t happy with that provision, but I 
think it is reasonable and fair to ensure that those dollars are com-
ing back in so that we can continue to support need-based student 
financial assistance. 

Dr. REED. I cannot speak for those government figures. I can 
share with you, though, that in a 23-university campus, 23 cam-
puses, we support keeping both programs. Eleven of our 23 univer-
sities are in the Direct Lending and 12 are in the guarantee. What 
we have seen is better services to students because we do have 
both, and we think that competition has made both programs bet-
ter. Therefore we would support both. 

Mr. PETRI. In that connection, the President’s budget indicated 
that it costs taxpayers approximately 69 cents to lend $100 through 
the direct program and $10.51 to lend $100 to a student under the 
guaranteed loan program. Do you think that competition makes 
sense if you could get the $10? 

Dr. REED. I don’t know that those are the correct figures. I know 
you are quoting something. 

Mr. PETRI. It is just our President. 
Dr. REED. But I can tell you that both programs work. Both pro-

grams work very well. If there are greater efficiencies, we should 
really strive to get those so that we can put those funds back into 
students’ hands so that they can be the beneficiaries of that. 

Ms. WASSERMAN. Congressman, I think that that is an important 
question and I don’t have necessarily a better answer to that spe-
cific question, but I do think that as we ask those questions we 
need to ask why—we support Direct Lending, we think it is a real-
ly important program—why is it being attacked in states like New 
York and Oregon and California where you see Direct Lending Pro-
grams under attack? 

So I think we should be looking at how we can at least support 
the Direct Lending Program as we figure out where those monies 
are going and how to support both, possibly. 

Mr. MCKEON [presiding]. Thank you. Mr. Kildee? 
Mr. KILDEE. Thank you, Mr. Chairman. First of all, I would like 

to acknowledge the students who are in the back of the room for 
being here today. I know some of you have come at some expense 
to your academic needs and your other needs. I really appreciate 
it. Your presence itself today provides great testimony to this Com-
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mittee. So we deeply appreciate you being here. Your presence is 
effective, let me tell you. You are really the customers of education 
and we should be focusing on you. That is our primary responsi-
bility so thank you again. 

Mr. Boehner has said that the cost of keeping the fixed rate rath-
er than changing it to a variable rate would cost $21 billion over 
5 years, emphasizing that we should be budget-neutral. One of the 
reasons that I guess we have to be budget-neutral is that this ad-
ministration and Congress, not with my vote, gave up $2 trillion 
of revenue over the next 10 years, $2 trillion. That is $2,000 billion. 

We are talking about $21 billion. Now you can’t separate your 
votes on taxes and your votes on authorizations and appropria-
tions. I voted against those $2 trillion in tax cuts because I knew 
it would get ourselves in these types of situations where we now 
have to short change students. 

Now I didn’t go get a lot of applause back home when I voted 
against $2 trillion in tax cuts, but I think it was the right thing 
to do. I think our future is students. So the $21 billion, if that is 
the right figure which Mr. Boehner is using, is a small part of 
$2,000 billion, which we gave up in revenue. We could certainly use 
some of that revenue to fund these programs. 

So always bear in mind that how a person votes on taxation is 
just as important as how the person votes on authorizations and 
appropriations. You can’t separate the two. 

Ms. Wasserman, thank you very much for being here. This bill 
sets the maximum Pell Grant at $5,800 and freezes it there for the 
next 6 years. That figure, $5,800, Mr. McKeon and I put in place 
for this year and the reauthorization in 1998. 

That was a very pleasant reauthorization in 1998. President 
Clinton used that authorization room, to raise the maximum Pell 
Grant from about $2,300 to $3,750. That is what it was when he 
left office. President Bush has raised it during his last 3 years 50 
bucks, 50 bucks. That is almost an insult, 50 bucks, where Presi-
dent Clinton raised it from $2,300 to $3,750. We gave him room, 
and I think we need more room. We set policy, as the ranking 
Democrat of this Committee said, we set policy here. We look at 
the needs and then the appropriation Committee can say how 
much money we have left and how should we set our priorities. 

But can you expand upon the need to raise the maximum Pell 
Grant and the effects it could have over the next 6 years for stu-
dents? 

Ms. WASSERMAN. I think it is critical when we look at this reau-
thorization, students really do look at it as an opportunity, an op-
portunity to create real access. We all, I think when we went down 
the line, said the Pell Grant is one of the most important ways that 
we are going to create access. For this reauthorization to keep the 
maximum at the same level that it was set back in 1998 is ignoring 
all the realities we know to be true. We have more students going 
to school, more of them are low-income, tuition is rising, and we 
are going to be shutting doors to people from going to school if we 
don’t at least increase the maximum and create room for the Pell 
Grant in the appropriations process to get the full funding that it 
needs. 
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Mr. KILDEE. I think we asked all four witnesses, but didn’t get 
down to Mr. Grayer yet on raising the Pell Grant. Would you also 
agree that the Pell Grant cap should be raised? 

Mr. GRAYER. Say that again? 
Mr. KILDEE. Would you also agree with the other four witnesses 

that the Pell Grant cap should be raised? 
Mr. GRAYER. Yes, I think it should be raised. 
Mr. KILDEE. Thank you. 
Mr. GRAYER. But I would also like to state that earlier I mis-

understood the question, I do not have a problem paying my debts. 
Mr. BOYLE. May I add something on the Pell Grant? 
Mr. KILDEE. Yes, sure. 
Mr. BOYLE. I think it is important for families to recognize of 

course that the Pell Grant is a foundation grant for financial aid 
awards. And so the people that are receiving Pell Grants, when 
they receive their financial aid award, they are receiving institu-
tion-based aid and institutions have stepped up to the plate over 
the last 10 years and provided additional funds in order to make 
college costs more reasonable for families. 

And so if the focus is only on Pell Grants and the fact that they 
are stuck at a certain level, I think that that can help to create a 
misperception by the public that that is the only source of avail-
ability of financial aid. There are many sources of availability of fi-
nancial aid. 

Mr. KILDEE. But the Pell Grant is a basic fundamental help for 
those students so they will not be burdened with loan debt. 

Ms. WASSERMAN. Sadly, I think to respond to Mr. Boyle, instead 
of a focus only on the Pell Grant, what we are seeing is no focus 
on the Pell Grant, right? Because we are not increasing the max-
imum authorization at all. 

Dr. MARTIN. Mr. Kildee, could I also speak to this issue? Because 
I understand, as someone that has watched this program since its 
inception, I realize that we have always had a higher maximum 
than what we have ever funded. And I understand Mr. Boehner’s 
concern about having a mark out there that is unrealistic and gives 
false expectations. But I also think it is important that we have to 
recognize that this is a foundation program. And I do agree that 
we have shifted dramatically in this country over the last 20 years 
from reliance upon grants to student loans. And maybe that is the 
reality of what we have to deal with. 

But I would say to the Committee, and regardless of where we 
set the maximum and so on, and I have my own views on that, but 
let me suggest another policy decision that was a part of our rec-
ommendation that I think also addresses and goes to what the 
issue is with Pell Grants. Pell Grants is the foundation program for 
the neediest students in this country. And one of the recommenda-
tions that we had was is that at least fund the negative EFC. 

So if you have a student that their expected family contribution 
is in the negative, and we currently calculated down to $750, that 
student should be entitled to that difference on that negative 
amount. So if they had a negative EFC of $500, that means that 
that student in two semesters would get an additional $250 the 
first semester and $250 the other. That ensures that those limited 
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increases are going to the neediest students that are enrolled in 
our post-secondary educational institutions. 

Mr. KILDEE. Thank you. 
Mr. MCKEON. Let me just real quickly ask you each a real quick 

question. Would you all like a Cadillac? Mr. Boyle? 
Mr. BOYLE. No. 
Mr. MCKEON. What would you like? 
Mr. BOYLE. I would like a very nice Chrysler car. 
Mr. MCKEON. OK, we will give that to you. 
Dr. MARTIN. Whatever gets me to where I am going. 
Mr. MCKEON. Would you like one? 
Ms. WASSERMAN. Accessible education. 
Dr. REED. A Ford. 
Mr. GRAYER. A Cadillac. 
Mr. MCKEON. One very honest guy, thank you very much. I 

think we are all talking the same way. We all would like to have 
a whole lot of things. In fact, I guess if the human persona, if we 
ever get to the point where we have everything we want, then what 
are we here for then? What is our goal? What pushes us for more? 

We had a study done by the Student Financial Aid Commission 
and they showed that over the last 20 years the cost of education 
has been going up at four times the rate of people’s ability to pay 
for it. And that means that by the end of this decade, 2 million stu-
dents that we would like to provide education for are not going to 
be able to get that. So what we are trying to do, it would be nice 
to have unlimited funds, we do not have unlimited funds. And the 
Chairman that sits in this chair I think tried to address that situa-
tion very well. We are given a budget, we have a number that we 
can work with. And then we try to say if given that budget, where 
do we want to put our emphasis? And when the Higher Education 
Act was passed in 1965 the purpose was to provide access to as 
many people as possible. And that is what we are trying to do. 

So we are trying to put our resources on the front end rather 
than the back. 

Now there has been some things said about Pell Grants. You can 
do a lot of things with numbers. And that philosophy of trying to 
help more people have access, yes, the maximum has been $5,800. 
It has not changed for the last few years. But we have been able 
to give over a million kids more a Pell Grant. 

So you have got two things. You can increase the maximum and 
pay more to some students or you can keep the maximum the same 
and give more aid to more students. But it has gone up almost in 
the time I have been Chairman from $6 billion to $13 billion. That 
is the number. The money is there and it is helping more students. 

Chancellor? 
Dr. REED. Mr. Chairman, may I just say this. You have a most 

difficult job, and I want to recognize that, because you are trying 
to balance politics, reality, budgets, deficits, taxes. 

Mr. MCKEON. And a war. 
Dr. REED. And a war. OK, I don’t want to go there. 
Mr. MCKEON. Except that it was talked about— 
Dr. REED. But that is a part of your reality, OK. 
Mr. MCKEON. Right. 
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Dr. REED. Now what I want to say for America and America’s 
public policy, I am very concerned, as a person that has spent 
about 30 years in higher education and in politics, about what is 
happening in America. What I see is if you are middle class or bet-
ter, economically a little better off, and frankly not very smart, 
your chances of getting a college education are very good. If you are 
real bright and economically not very well off, you have an 80 per-
cent chance of not getting a college education, because you can’t af-
ford it. And there are more and more haves and have nots in this 
country. And so what your public policy debate really is is how do 
you balance this? 

Now, I don’t know. Maybe what the authorization ought to do is 
to continue knowing that you are not going to fully fund Pell at any 
time, but you ought to set the bar so that it continues to move, so 
that there is this obligation, hope, that you can do that. And then, 
as this country can afford it, you fund what you can for the largest 
number of the most needy students, because they are the ones that 
need access in this country. 

Mr. MCKEON. We have a markup going down at the other end 
of the building in the Armed Services Committee, which I also 
serve on, and in that Committee we are very careful to authorize 
what we think will be appropriated. We work very carefully. Here 
it has had a history of not doing that at all. I am sure at the end 
of the day we will probably be doing what you suggest. My time 
is out and the Chairman has returned, and I will give him back 
the chair. 

Before I do that, could I just make one quick little—for Ms. 
Wasserman, you made a comment about we are giving up our free-
dom of speech. I would like you to look at the bill and read pages 
19 and 20 and if you can, for the record, find anything in there that 
takes anything of freedom of speech, would you please insert that 
in the record, give me an answer in writing? 

Ms. WASSERMAN. You want an answer in writing? 
[Answer not received.] 
Ms. WASSERMAN. I can talk a little bit about it now. I think that 

the concern is that it creates this Federal oversight of our class-
rooms and our activities, both official and unofficial, and will re-
strict our ability—I have read the bill, and I think that it will re-
strict the options and things such as funding, who we are bringing 
to speak on our campuses. I think the oversight on this is very 
problematic. We are looking at the Federalization of higher edu-
cation on our campuses. 

Chairman BOEHNER. We have a series of votes on the floor. We 
are going to take questions from Ms. McCarthy, who is next on our 
list on the other side. And at the conclusion of her questioning, we 
will recess the Committee until approximately 1:15 for the series 
of votes that we have on the floor. 

The Chair recognizes the gentlelady from New York for 5 min-
utes. 

Mrs. MCCARTHY. Thank you, Mr. Chairman. I am hoping that as 
we go through this hearing and work together, that we will be able 
to accommodate an awful lot of the issues that have been brought 
up today. I also want to say hello to Mr. Goodling. It is good seeing 
you in the audience. 
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Chancellor Reed, I read your whole testimony, and with all the 
things that you were saying today, your recommending addressing 
the severe nursing strategy, my background is a nurse, so we have 
always had this shortage, but now it is at a crisis level we now 
face. By allowing mandatory loan forgiveness for nurses serving in 
the shortage areas, Mr. chancellor, I am going to be introducing a 
bill next week, H.R. 934, Teacher and Nurse Support Act, that en-
courages individuals to enter and continue in the teaching and 
nursing professions by amending the Higher Education Act to pro-
vide loan forgiveness and loan cancellations to teachers and nurses. 
To be eligible, the teachers must be employed full-time for teachers 
and teaching for five consecutive complete school years at a school 
that is at an under-served school district. Nurses must be full-time 
nurses for five consecutive complete years in a clinical setting or 
as a member of the nursing facility at an accredited school of nurs-
ing. I will be sending you that information. I would like your input 
on it. 

But in your testimony also you talked about Trio and GEAR-Up. 
I am very involved in those programs back at home, but I have also 
been working very hard on Project Grad, which basically is going 
into a school in my district that was taken over by the state and 
what we are doing is partnering with businesses. They are putting 
up the money for scholarships for these kids if they keep a 2.5 av-
erage in leadership skills and everything else like that. 

When we started the program in my district 3 years ago, we 
thought we would have a hard time getting these kids together to 
get into this program because they have been, the only thing I can 
say is they have given up hope most of the time. Now we are seeing 
overwhelmingly these kids studying, raising their marks, because 
they actually have a chance of thinking about going to college and 
that is our step on doing that. 

So I hope this Committee will also look at Project Grad. It is 
working. We have programs out there that are working and we are 
hoping to finally, we are starting at the high school but we are 
working our way down now. But with the Trio and the GEAR-Up 
programs that are already in the grade schools, we think that in 
the end we are going to save an awful lot of money, especially for 
the kids that need special services. 

So with that, you also talked about students to pursue course 
work in careers in the fields such as science, technology, engineer-
ing, and mathematics. And I am hoping that you might consider 
also having nurses in those programs. People don’t understand 
nursing is a lot of math and it is a lot of science. So I think they 
should be qualified. 

And with that, going with the Pell Grants, that is going to be a 
big debate and I know that. All of us here wish that we could have 
the money to make sure that every child that wants to go to col-
lege—but I agree with you on the digital divide. A lot of my schools 
in the minority area don’t even have computers in the school. Don’t 
even have computers. So with that— 

Dr. REED. Congresswoman McCarthy, I look forward to reviewing 
and reading and commenting on your legislation. One of the things 
that we have tried to do in the California State University in the 
nursing area is to build partnerships with our large hospitals who 
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are now providing in a partnership with us scholarships for nurses 
who will agree to work for that hospital for a period of 5 years and 
they will forgive their 4 year nursing scholarship to our institu-
tions. We have a $15 million agreement between Long Beach Me-
morial, which owns several hospitals in southern California, and 
the California State University/Long Beach. I would strongly rec-
ommend that if the Federal Government could also be a part of 
this, you could do it in a matching, partnership way. 

Mrs. MCCARTHY. Thank you. We will look into that. Does anyone 
have any comments? Great. 

Chairman BOEHNER. The Committee will stand in recess until 
approximately 1:15. 

[Recess.] 
Chairman BOEHNER. The Committee will resume its hearing on 

H.R. 4283. And the Chair recognizes the gentleman from Ne-
braska, Mr. Osborne. 

Mr. OSBORNE. Thank you, Mr. Chairman. And I would like to 
thank those of you for coming and thank you for sticking around 
while we had this lengthy series of votes. One thing that I would 
like to mention to you that has occurred to me is that there is a 
real world cost of money. So if somebody is out of school, maybe 
they are a doctor, maybe they are somebody who has gone into 
business, and they have got credit card debt where they are paying 
15 percent. They have got a car payment of 6 or 7 percent, house 
payment of 6 or 7 percent. And they also have a student loan pay-
ment of 3.4 percent or whatever. It doesn’t take a genius to figure 
out which one they are going to pay off and which one is going to 
ride. 

And so it just seems to me that there is a basic fairness issue 
here. And naturally we would like to give students a break forever 
and ever. And I guess one of the solutions that I keep hearing here 
is, ‘‘Well, we just need more money,’’ and certainly that would be 
great. 

But even if we doubled the amount of money, at some point it 
seems to me we would still be making a basic choice. We would be 
saying are we going to help those who have already graduated from 
school or are we going to begin to help more incoming students? At 
some point that is the fundamental choice that you have to make. 

And so I guess everybody on this Committee would like to have 
more money available, and yet I hear complaints all the time about 
the Federal deficit. And so it kind of depends on what you are in-
terested in. And so you want to maybe double the amount of money 
spent on education but you don’t want to see the Federal deficit go 
above $500 billion. As a matter of fact, you would like to see it 
down to zero. 

Same thing is true in the military spending. Same thing is true 
in Medicare. Whatever you talk about, it is the same deal. So there 
is a balancing act here that is going on. 

And I used to work with young people, most of whom were from 
lower socioeconomic situations. And many of them were walk-on 
football players. And they had to rely on Pell Grants and they had 
to rely on student loans. 

One of the concerns that I had that I would like to ask you 
about. Let’s say that you doubled the cost or the Pell Grant from 
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$4,000 to $8,000, do you feel that all of that would go to the stu-
dent or do you feel that it might result in higher cost of education 
to some degree? I realize it is not a one-to-one relationship, but it 
seems like the more the Federal Government spends, the more rap-
idly the costs accelerate. And that has been a concern. And I would 
like to have you comment on it. Maybe I am totally out of touch 
with reality, but maybe there is something to that. 

So any or all of you that would like to comment on that, I would 
appreciate hearing from you. 

Dr. MARTIN. Mr. Osborne, I have seen a couple of analyses pre-
viously that have asked the very question that you have just 
raised, and that is, if we increase grant aid, does it correspondingly 
result in an increase in the cost of education. And the studies I 
have looked at would suggest that it does not. And I think probably 
in large part because of what you said, that there is not a direct 
correlation because it doesn’t go to all students. 

I think what Mr. Boyle said earlier this morning in the testi-
mony is also important to note. And I think one of the things that 
we have observed, and I think he correctly pointed out, is that un-
fortunately in many of the states their policies toward low tuition, 
particularly in public institutions have shifted. And many of them 
have moved now to a policy of either modest or high tuition along 
with additional student aid to try to make up to keep access avail-
able for those students. And while there is certainly growth in 
many of the state programs, unfortunately states with the other 
pressures and so on, most of them have not been able to keep up. 
And so that probably has contributed as much as anything to part 
of the cost. 

In terms of the first part of what you were talking about, you are 
correct. All of us from time to time have to make very difficult 
choices because we have limited dollars. We will never have all of 
the money that all of us would like to have. 

And therefore if we are going to have to have limited dollars, the 
question is is what are the priorities? And I think the thing we 
have wrestled with this within my membership extensively. We are 
very, very concerned about the level of indebtedness that many of 
our graduates have when they leave our institutions. On the other 
hand, we also would like to believe, and strongly believe, and there 
is evidence to support this, that those students when they graduate 
are in a much stronger position and are able to earn more money 
over a lifetime without that education. 

And so it is a very positive investment. Our main concern is try-
ing to make certain that with the limited funds that we have the 
first priority ought to go to keep the doors open for future students 
who without those funds would not be able to enter those institu-
tions at all and even avail themselves of that opportunity. 

I recognize, I fully recognize that when you talk about changes 
or something and somebody says, ‘‘Hey, maybe I am going to have 
to pay an additional $5,000 on my loan,’’ we are talking about an 
amount there that is going to be amortized over about a 20-year 
period. And when I figured that out, it comes out to about $23 a 
month difference in terms of the payment for that person. 

Now I am sorry that that person has to do that, and all things 
being equal, I would rather they don’t have to. But that is about 
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what our average graduates were talking about in order to ensure 
that we have the money at the front end to do some of the improve-
ments, some of the enhancements to this bill of trying to make the 
loan programs fair and better, reducing the origination fees, giving 
students the amount of money so they don’t have to go out and bor-
row through private loan programs, through separate initiatives, 
giving students and addressing issues on repayment, when they 
are having problems with that so that they have got additional 
time. It takes money to do those things, too. And I think that has 
been the focus of the bill. I would like to see it expanded even fur-
ther. 

One of the things that I like very much about Mr. Andrews’ bill 
is also on the back end with the consolidation, he provides some 
sensitivity depending on the relationship of your student loan to 
your income as a debt, to kind of look at that, to try to be sensitive. 
But it also doesn’t allow for somebody that is making $100,000 to 
suddenly lock in at a very low rate. And so we have got to find a 
balance here, and I think you are exactly correct. 

Dr. REED. Congressman Osborne, I support what Dr. Martin 
says. In this country today if you are a high school graduate, your 
lifetime earnings are projected by the Department of Commerce 
and Labor to be about $1.2 million over your lifetime. If you are 
a college graduate with a baccalaureate degree, your earnings are 
going to be $2.1 million. So therefore those earnings are about a 
million dollars more. If you have to set priorities, which you do, our 
priority is to help those students that are in school or are going to 
come to school. If in the loan consolidation business, you are going 
to have some savings, then let’s put that into the students that are 
in school and help them. 

No. 2, back to what I said earlier, I would like to see this Com-
mittee talk a little bit more about how can we assure that Pell 
loans consolidation, whatever you are going to do, helps the lowest 
income students, the students whose families struggle the most. 
Now that is very difficult and ‘‘fair’’ has lots of different definitions 
as to where you draw that line. But I think that focus needs to be 
debated and talked about. 

No, I don’t think increasing Pell will drive the cost of higher edu-
cation up. There is a big spotlight on higher education. In Cali-
fornia I can tell you that we went almost 10 years and never in-
creased fees a penny, actually we reduced them 10 percent in 1997 
and 1998 when I first came to California. 

Now here is America’s problem: health care, corrections, all of 
these competing matters, transportation in the states are more 
competitive for the state revenue than they have ever been before. 
Therefore, higher education has a much harder time than they 
have ever had. So it has been maybe a little too easy to shift some 
of the state’s responsibility. It is really the state’s responsibility to 
pay for access to higher education and not shift as much in fees to 
students as the states have done in the last four or 5 years. 

Ms. WASSERMAN. Congressman, I have to say that I think that 
this talk about separate priorities, the students coming in the door 
or the students that have graduated, again, I will say that I don’t 
think that it makes sense, because I think then we are getting 
them in the door under false pretenses. If then they are saddled 
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with unmanageable debt when they leave, then that isn’t access. 
And pretending we are prioritizing the ability to get people in the 
door, it is just a false pretense. 

The reality is they won’t be able to come in the door because they 
are going to know that they cannot sustain those payments when 
they graduate. It will discourage the same students that are wor-
ried about applying now because of sticker shock from worrying 
about how they are going to make those payments, how they are 
going to get through school. And I think that any proposals we look 
at, we need to look at any of the needs analysis proposals to make 
sure that they are really going to work for low-income students. So 
that means that if you are making a salary of $23,000, that you 
are not going to be stuck with, again, huge unmanageable pay-
ments. 

Mr. OSBORNE. Well, my time is up and I will yield back, but I 
would like to say also that the argument is true, we are in a static 
economy but we are in a dynamic economy, so incomes rise and 
fall, taxes, interest rates rise and fall, and it doesn’t seem to be 
wise to me to lock in something in a dynamic economy. 

I yield back, Mr. Chairman. 
Chairman BOEHNER. The Chair recognizes the gentleman from 

New Jersey, Mr. Andrews. 
Mr. ANDREWS. Thank you, Mr. Chairman. I would also like to 

thank the panel of witnesses for an outstanding job and for your 
patience in waiting while we had a series of votes. 

I have never been involved in a legislative process that was 
worth doing that did not involve compromise. And I have never 
been involved in a compromise that didn’t make someone unhappy 
about something. And I think the choice that is in front of this 
Committee is whether we are going to leave the status quo in 
place, which I think is unacceptable because it is not dealing with 
the stress and anxiety of rising college costs and shrinking afford-
ability, or whether we are going to find the most equitable and in-
telligent way to reach a compromise. 

I think, and I think Chairman Greenspan agreed when he was 
here a couple of weeks ago, that a better choice would be for us to 
extend Pell Grants and pay for it by scaling back a part of the tax 
cut. Unfortunately—or fortunately, depending on how you look at 
it, that is not a decision within the purview of this Committee. 
What is within the purview of this Committee is what to do about 
the student loan law. And I do hear consensus on the panel today 
that reducing or abolishing origination fees is a worthy goal. I 
think I hear consensus that expanding options for student repay-
ment by income contingent repayment and other flexible repay-
ment mechanisms is a worthy goal. I think I hear a consensus that 
offering loan forgiveness to people who go into critical professions 
such as nursing and teaching is a worthy goal. All of those worthy 
goals, each of those worthy goals costs money, and it is our job to 
balance off how to do that. 

I agree with the very difficult and controversial proposition that 
switching from fixed rate consolidation to variable rate consolida-
tion is the right choice. I think it is the right choice. I only think 
it is the right choice if the $20 billion or so that is saved by making 
that switch is dedicated to helping students. And I would choose 

VerDate 0ct 09 2002 13:31 Oct 18, 2004 Jkt 000000 PO 00000 Frm 00057 Fmt 6633 Sfmt 6602 H:\DOCS\93631 EDUWK PsN: NNIXON



54

to dedicate it by abolishing origination fees on subsidized loans and 
I would choose to dramatically expand repayment flexibility. And 
I would also choose to means test the question of who gets a fixed 
rate and who doesn’t. I think a compromise that we need to look 
at is whether certain students who have high debt and low-income 
should still get a cap on the interest rate they pay, and I think we 
should also look at other methods of achieving that same goal. 

One of the areas that I did hear some division of opinion from 
our students or student and recent graduate I wanted to ask them 
about, because I think your groups are ultimately the ones who 
matter most. I think I heard Ms. Wasserman say that she and her 
group are very concerned about raising borrowing limits because it 
could put people further into debt. And I heard Mr. Grayer say 
that he supports higher loan limits so a student can choose to bor-
row more, and I assume he has to. I think I also heard Mr. Grayer 
say he would rather there be more grants but if a student has to 
borrow, the student has the right to borrow. 

Ms. Wasserman, why is Mr. Grayer wrong? 
Ms. WASSERMAN. I think that we are working within a political 

climate right now where we are seeing a bill right now that has 
no increases in the Pell maximum, right? And under this bill, I am 
looking at the prospect of raising loan limits is really frightening 
at the idea of adding to the -- we are talking an average student 
debt of $18,900. 

Mr. ANDREWS. Can I give Mr. Grayer a chance to -- Mr. Grayer, 
do you think that you should make the choice as to whether to bor-
row more money or someone else should? Do you think that you 
should make that decision for yourself or do you think that we 
should do so by putting limits in the law? 

Mr. GRAYER. I think it depends personally on the individual’s 
personal financial situation, because the decision that I will make 
based on my finances is not necessarily the decision that another 
student may make based on their finances. So I think then, too, 
when you have a difference in markets, depending on where you 
are located, I think that personally I would not give a definite an-
swer to that question but say the issue should be a case by case. 

Mr. ANDREWS. Mr. Grayer also testified that he believes that the 
repeal of the 90/10 rule would permit more schools to open their 
doors to low-income students. And, Ms. Wasserman, you oppose re-
peal of the 90/10 rule. Who is right, you or Mr. Grayer? 

Ms. WASSERMAN. I think it is important not to pit myself against 
Mr. Grayer. Mr. Grayer has— 

Mr. ANDREWS. But, ma’am, you took two different positions. You 
pit yourself against him. Is he right or are you right? 

Ms. WASSERMAN. I think that his story is very important when 
we look at the reality; this is an important story, to look at how 
someone was able to get through this college process, which is dif-
ficult and hard to finance. And I think we heard that. I think the 
repealing of the 90/10 rule, when you look at the abuses of the past 
and the scams of the past, is a dangerous step. And that we do not 
want our for-profit schools entirely financed by Federal funding. I 
think that is what we are saying. 

Mr. ANDREWS. Are the students at Mr. Grayer’s school members 
of your association? 
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Ms. WASSERMAN. They are not. 
Mr. ANDREWS. Did you poll the members of your association for 

their position on this issue? 
Ms. WASSERMAN. Excuse me? 
Mr. ANDREWS. Did you poll the members, the million members 

of your association, for their position on this issue? 
Ms. WASSERMAN. We don’t poll them. They vote and give their 

opinion on how they feel about for-profits being federally funded 
completely. And we are very worried about the abuses and scams 
in the past and figuring out how to create opportunities now. 

Mr. ANDREWS. Right. 
Ms. WASSERMAN. And create real access. 
Mr. ANDREWS. Are there members of your association who are 

students at proprietary schools? 
Ms. WASSERMAN. No. 
Mr. ANDREWS. OK, thank you very much. 
Mr. MCKEON [presiding]. Thank you. Mr. Ehlers? 
Mr. EHLERS. Thank you, Mr. Chairman. And let me just briefly 

before I get into my questions yield for a moment to the gentleman 
from Georgia for a unanimous consent request. 

Mr. GINGREY. I thank the gentleman and apologize for not being 
here for most of this very, very important hearing, which I am in-
tensely interested in. Of course we are in the process of marking 
up the 2005 Defense Authorization Bill, and so you guys know how 
busy we are there. 

Mr. Chairman, I would like to ask unanimous consent to have a 
statement from the American Medical Association in support of 
H.R. 4283 submitted for the record, if there is no objection. 

Mr. MCKEON. No objection, so ordered. 
[The provided material follows:]
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Statement of the American Medical Association, Submitted for the Record
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Mr. GINGREY. Thank you, Mr. Chairman. 
Mr. EHLERS. Reclaiming my time, I would like to just ask about 

a feature that there has been some discussion on, and that is the 
benefit for the 2 year interest only repayment option for borrowers 
if they request it. And I want to evaluate whether this is a positive 
or a negative thing. I will start out with Dr. Dallas Martin, and 
anyone else that wishes to answer may do so. 

Dr. MARTIN. Mr. Ehlers, let me say that I think we find that 
many times students when they first leave school are moving to a 
new location, establishing a new career, there is obviously cost as-
sociated with that of getting an apartment, maybe buying a new 
wardrobe that is a little more appropriate for your new career than 
what we were able to wear in college. In many cases, students may 
be buying a new automobile or something for transportation, et 
cetera. And then on top of that they also have their loan payments, 
not to mention the deposits that they put down for utilities and so 
on and moving into a new place. 

And so it is very difficult sometimes getting off to that start. But 
we have found that if you give students, and technically in the law 
currently there is a provision that if you are behind you can go to 
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the whole of your loan and talk about forbearance. The problem is 
many students don’t realize that that option is available to them 
and so subsequently they get into trouble, begin to default before 
they learn that there was an option to help them out of this. Now 
they are not trying to be irresponsible of not repaying their debt. 
They just don’t have the means. 

And so we think that by making this up-front, making certain 
that every student knows that he or she is available for this option, 
doing it in a way so that they are least paying the interest on the 
loan so we are not going to end up with negative amortization, we 
think that that will be a positive benefit to assist students as they 
are coming out, getting established and then having the means to 
take over their credit responsibilities in a reasonable way. 

Mr. EHLERS. Thank you. Does anyone else wish to comment on 
that? 

Dr. REED. I would say to use that very sparingly, to be very care-
ful, because that is just going to add additional debt later on for 
the students, and so being very careful I think is best. 

Mr. BOYLE. I would agree, and I think it speaks to the issue of 
financial literacy, which all the studies show that there is a tre-
mendous degree of financial illiteracy among college students and 
graduates. And so without proper information about what interest 
only repayment means and advice on that, people get themselves 
into trouble. And with credit card marketing on campus, students 
may be doing interest only repayment and not know it by paying 
just the minimum payment on sometimes multiple credit cards 
that they take out and be digging themselves into a financial hole. 

Mr. EHLERS. I would just have two responses to that. First of all, 
once again, to illustrate the need for some improvement in our ele-
mentary and secondary education programs to increase financial 
literacy. Second, I would be very interested to find out whether the 
students’ financial illiteracy is any greater than that of the popu-
lation at large. And I suspect that it is not. That they are probably 
better off than many of their parents on that score. 

Dr. MARTIN. I would suggest, Mr. Ehlers, that if you looked at 
all of the students that have taken advantage of the current cli-
mate to consolidate their loans with such low interest rates, it sug-
gests to me that they are pretty savvy when it comes to financial 
literacy, maybe more so than most of our parents—not our parents, 
but we as parents. 

Mr. EHLERS. I suspect you are right. One other comment that I 
would like to enter into the record at this point on the previous dis-
cussion. And I have served as a professor for some 22 years and 
frequently would have students come to me and say, ‘‘Well, I am 
not sure I can continue in school.’’ And I would say, ‘‘Why not?’’ 
‘‘Well, my debt is getting too large.’’ 

And I proceeded to give them a short sermonette to the effect 
that I always encouraged them to continue in school, I encouraged 
them to borrow whatever they were able to borrow under the stu-
dent loan program. I said it is the lowest interest rate you are ever 
going to have and it is the best investment you can make of any 
money you are ever going to have. And once you get out of school 
and graduate you may have $10,000, $20,000 in loans. That is 
probably the lowest debt level that you will have for 20 or 30 years 
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because you are going to buy a car and you will probably owe 
$10,000 at least on that, mortgage for a house, $100,000 to 
$300,000. It is going to make your student loan look so minuscule 
by comparison and particularly the interest rate. And it is the only 
investment you can make that is going to help you pay off all your 
other loans. 

And I think we just have to keep that perspective here. The stu-
dent loan is the best deal that anyone can ever have because it in-
creases their learning power and it is a lower rate than almost any-
thing else. And let’s not lose sight of that as we discuss the loan 
picture. 

Thank you, Mr. Chairman. I yield back. 
Mr. MCKEON. Thank you. Mr. Bishop? 
Mr. BISHOP. Thank you, Mr. Chairman. And let me thank the 

panel for your comments here today. 
I have a rather broad question, and I should say that I come at 

this issue from the perspective of someone who spent 29 years as 
a college administrator before I came to the Congress and I spent 
seven or eight of those years as the director of financial aid. And 
my question is this, the fundamental premise of this bill is that it 
is a revenue-neutral bill. So my question is primarily to Mr. Boyle 
and to Dr. Martin and to Dr. Reed is in terms of how we order our 
national priorities, do you accept that fundamental premise? And 
if you don’t, why have you not come to us telling us that this is 
simply unacceptable? Why have you not come to us and tell us that 
higher education deserves to be a much higher priority than a rev-
enue neutral proposition? 

And then I guess my more specific question is we have heard two 
statistics. Dr. Reed talked about a well-qualified student of limited 
means has an 80 percent chance of not going to college. And a Fed-
eral commission estimated that because of financial considerations, 
over four million people will not have access to higher education 
over the next decade. And so my specific question is do you believe 
that this bill as currently written is going to appreciably cut into 
either of those numbers? Start with Dr. Martin? 

Dr. MARTIN. Mr. Bishop, if you take the assumption that this bill 
as written being revenue neutral, does it move the bar up to help 
students? The answer is, at least in looking at the Title IV pro-
grams, the answer is yes, I think there are some improvements. 
Does it go to where we would like to see it go? Absolutely not. Do 
we believe that education ought to be a higher priority in this coun-
try? Absolutely. No doubt about it. We have talked about this for 
years in terms of trying to deal with this and so on. But you and 
I live also in a realistic world where there are changes in budgets 
and deficits and politics and all the other kind of things that deal 
with it. 

Let me say, though, that this Committee, which is an authorizing 
Committee, and this is an authorization bill, in my opinion there 
are two areas in this bill that this Committee, if it wishes to direct 
more money to education, you can either make changes along the 
lines of some of the other things that we have talked about and ex-
pansion, including Mr. Andrews’ bill, on the loan programs because 
they are entitlements and will be funded. You can add real benefits 
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to students, both in terms, conditions, limits, all the other things 
that you want to debate. 

You also in my opinion, while you can set a Pell Grant authoriza-
tion level at a certain level, we still have to go to appropriations 
and get it. The proposal that we put forward on the negative ex-
pected family contribution however if it was enacted would take 
that money from the current appropriations that are out there and 
it would least direct that to the poorest of the poor. Those are two 
areas where I think this Committee can make a difference. 

Mr. BISHOP. May I interrupt for a second? 
Dr. MARTIN. Yes, you may. 
Mr. BISHOP. With reference to assisting the poorest of the poor, 

which I would wholeheartedly endorse, how would you characterize 
or what is your position on the proposal in the bill to make at least 
a portion of Pell merit-based? 

Dr. MARTIN. My association has not taken a formal position on 
this, but let me give you a personal opinion, if I may. 

I think all of us want to try to ensure that students in high 
schools today are taking a rigorous curriculum to make certain that 
they are properly prepared to pursue post-secondary education. I 
think the idea of trying to recognize or provide some benefit to 
those students that do that is fine. 

My objection is, and while I understand that probably if this is 
enacted the state Scholars Programs will grow in the other states, 
but currently it is only in effect in 13 states. 

If I had my choice, what I would do is I would say this is that 
rigorous curriculum, which the state scholars support, and I would 
say to children in high schools across this country that if you 
achieve that curriculum and come out of it regardless of what pub-
lic school districts you are in or what state or whatever, you are 
entitled to that additional bonus just like everybody else. And right 
now it will be limited and also you can have somebody with a min-
imum Pell Grant that would be eligible for a maximum $1,000. 
Even under the proposal that I have proposed of the negative EFC, 
the maximum that any student could get, which are the poorest of 
the poor, would only be $750, because that is where we have the 
negative EFC. 

Dr. REED. Congressman Bishop, one, there are many, many good 
things in this bill, and so we do support this bill. And I hope that 
you do that in your way of compromise. So it is a good bill for the 
many good things that are in there. 

No. 2, in part of my work life I was the chief of staff to the Gov-
ernor of Florida for 8 years, and that was probably the single best 
education I ever received. What you are asking us who are biased, 
yes, I want you to put everything that you can in higher education. 
But as elected officials representative of this nation, I also know 
that you have to balance that because there are a lot of people who 
need health care. There are a lot of children who need services, a 
lot of elderly. I want to ride on good highways. I live in Los Angeles 
and you know what that is like. 

So it is a balance. What I worry about a lot is that higher edu-
cation is about second or third on everybody’s list and it is not first. 
Yes, I would like to see it be first because of what I think it can 
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do for the citizenship of this country. But I realize that you have 
got to balance that and I trust you all in that balance. 

No. 2, the merit part I would oppose. The merit-based financial 
aid programs in this country have grown in the last 10 years at an 
enormous rate. I have a record, if you want to go back and look 
at it, I opposed the merit-based financial aid program in Florida 
when I was chancellor. The only thing that I can say today is all 
of my friends now are calling me up saying, ‘‘You said so, you were 
right. What a mistake.’’ And what it has done it has tied the hands 
of the legislature. And I don’t want to see you tying your hands the 
way those programs were tied. 

Now, coming back, figuring out what the gentleman said earlier 
about how we can help the most needy students is the most impor-
tant thing that you can do because if we can help them and help 
them get an opportunity to get a baccalaureate degree, then they 
will help this country by paying more taxes and contributing more 
to their communities. 

Mr. BOYLE. On the issue of merit-based versus aid based on 
need, this week’s Chronicle of Higher Education has a survey of a 
1,000 parents and 34 percent right now are claiming that their 
families are receiving merit-based scholarships. But of those par-
ents who are on their way to college, doing my math here, 72 per-
cent expect that their son or daughter will be getting an academic-
based scholarship. And so part of I think our collective role is to 
educate families that we all have very special children but they 
may not be eligible for academic-based scholarships. 

And I think that returning to the system of 20 years ago where 
aid is based on need and it is much cleaner and it is a much more 
understandable system and if someone is able to meet the entrance 
requirements of a university, then they should be able to get the 
aid that they need. 

Mr. BISHOP. Thank you, Mr. Chairman. 
Chairman BOEHNER. The Chair recognizes the gentlelady from 

Minnesota, Ms. McCollum. 
Ms. MCCOLLUM. Thank you, Mr. Chair. I have been reading the 

bill so I have a couple of questions, but I think I am going to basi-
cally direct them to the Chair to get me some information. But I 
think you also might have some light to shed on these issues. 

So, Mr. Chair, I have been going through here and I have noticed 
numerous, numerous reports that the colleges have to be filling out 
to comply with, academic achievement, information to the public, 
and there are consequences to them for not fulfilling these reports. 
Many of these reports are in statute. Some of these are an expan-
sion to statute. And I am wondering if we ran any kind of cost 
analysis on average what it is going to cost the higher education 
institutions to comply with this law? 

Chairman BOEHNER. There are no new reporting requirements 
for institutions of higher education until 2008 and only for those 
institutions who have increased their tuition at more than twice 
the rate of inflation for the 3 years leading up to that. 

Ms. MCCOLLUM. Thank you, Mr. Chair. Reclaiming my time, 
2008, so because it is a projected increase to the colleges for doing 
these reports in 2008, I am just to ignore and not have any infor-
mation on what it is going to cost the colleges? 
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Chairman BOEHNER. These are for only institutions who raise 
their tuition and fees at more than twice the rate of inflation. 

Ms. MCCOLLUM. Thank you, Mr. Chair. On the GAO study, be-
cause I wasn’t part of the working group that put this bill to-
gether—it is on page 29 of the bill—it says that ‘‘They shall con-
duct a study of policies and procedures of institutions increasing 
their costs.’’ That is one of the studies I referred to. There is noth-
ing in here I see that asks GAO to state what the individual states 
have done where the colleges are located, if they have cut their 
support for financial aid or their support to the institution. And I 
have a question as to whether or not under—well, are books in-
cluded in here with what is going on with textbooks? Because I 
hear that from students all the time with what is going on with 
their textbooks. Is that considered part of the total cost of the edu-
cation under the report? 

Chairman BOEHNER. I think we are only looking at tuition and 
fees. 

Ms. MCCOLLUM. Well, you need the books to take the class. I 
think maybe we need to take a look at that. And if we are really 
going to be holding the colleges accountable for what is happening 
or the technical schools accountable for what is happening to their 
tuition, I think we have to look at what the states are doing. 

The states have been negligent for the large part, and maybe Dr. 
Martin would like to expand on this some more, for being involved. 
I know in my state 20 years ago, when the Federal Government 
was on hard times and the state was on hard times, we cut higher 
education. And they talk about all the increases on higher edu-
cation. Well, folks, all the increased on higher education don’t 
match what has happened in the last 20 years with inflation to 
higher education. 

So we are not talking about where the base should be had it 
never been cut. And I think that holding schools accountable for 
fees that they can control is legitimate. When the state of Min-
nesota cuts higher education 14 percent, the U of M is opening its 
doors to the freshmen class and for those returning 6 months later, 
it is kind of stuck. And I don’t think that that is fair not to include 
that, and maybe someone from the panel would like to elaborate 
on that. 

Chairman BOEHNER. Well, if the gentlelady would yield, and I 
won’t take this off your time, but I agree with you entirely. The 
states for the last 25 years have systematically shifted their re-
sponsibility in higher education from themselves onto the backs of 
the Federal taxpayers. And if you look at the explosive growth both 
of Pell Grants and of student loans, you will see that we are pick-
ing up a far greater share and it hasn’t slowed down at all, espe-
cially over the last 10 years. And if you look out over the next 10 
years, you will see that the Federal Government’s share of the cost 
of higher education will continue to explode exponentially. 

Anyone on the— 
Ms. MCCOLLUM. Mr. Chair, you made my point why we need to 

include it. Dr. Martin? 
Dr. MARTIN. I think Dr. Reed made this point earlier in terms 

of doing it, and he probably has more experience about this than 
I do because of his position, but we have seen a shift in terms of 
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many states adopting policy positions that have moved from a phi-
losophy of several years ago of low tuition, particularly in state-
supported colleges and universities, to modest to middle to even 
high tuition with the idea that we will make the difference so that 
we still have access by increasing out state aid programs. The un-
fortunate part of that is is as we have gone into that policy, in 
many cases the state aid has not kept up proportionately to the 
other costs. 

And you are right, when we cut back on that and change that, 
I agree with Dr. Reed that there are a lot of competing priorities 
out there in statehouses across the board. And quite honestly high-
er education frequently is on the tail end of those priorities, unfor-
tunately. And the reason is because they still recognize that many 
people will still pay the price because of the benefits and so they 
can get away with raising tuition and fees in public institutions 
easier than they can in not addressing other kinds of priorities that 
the state has, including many of the unfunded Federal mandates 
that have been imposed on them even by the Federal Government. 

So it is a balancing act. It is very, very difficult. And we recog-
nize it. But I would agree with you on this that if we don’t begin 
to pay some attention to doing this, as we keep going in this kind 
of imbalanced direction, and we keep depending only upon credit 
financing to do this, to finance higher education, we are going to 
do a terrible disservice to this country, and particularly when you 
look at the changing demographics and the wave of people coming 
forward. And if we do not spend the resources to provide education 
and skills to those people, this country will lose the prominence 
and the richness and many of the virtues that we have today. 

Chairman BOEHNER. The Chair recognizes the gentleman from 
Georgia, Mr. Isakson. 

Mr. ISAKSON. Thank you, Mr. Chairman. Dr. Reed, I apologize 
that I was not here to hear personally your testimony or that of 
the other panelists; however, I read your testimony and I wanted 
to particularly thank you for your comments with regard to dis-
tance education. I thought you put it very succinctly about the en-
vironment we were in in 1998 and the one we find ourselves in 
today, which is a sea change. 

I would like to ask you, however, are you comfortable with the 
accountability and administrative procedures governing distance 
education today as it now exists? 

Dr. REED. Well, if I said no I would be indicting myself. And I 
don’t want to do that. Yes, I am. It can get better. It will get better, 
because we are kind of learning as we are doing, and I think that 
that is what we will need to continue to do. And I think, back to 
Congressman McCollum’s first statement, this Committee could 
look at all of the reporting that is required by those of us in higher 
education and help lower some of the administrative cost burdens 
but also keep in place the kinds of accountability that we really 
need to have and report to you so that we are responsible and ac-
countable for your resources. 

Mr. ISAKSON. Thank you. I noted your comment about the accred-
iting agencies, too, and although you included them in the same 
statement with yourself, my observation is they have come light 
years in the past two or 3 years in terms of accreditation of dis-
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tance learning and are really up to speed now I think compared to 
where there was some reluctance to even address it five or 6 years 
ago. Is that correct? 

Dr. REED. That is correct, and we will see that get better. I am 
proud that the Western Association of Schools and Colleges has led 
that effort but so have all the other regional accrediting organiza-
tions really improved in the last couple of years. 

Mr. ISAKSON. And my last question, and pardon me for concen-
trating just on that subject but it is one I have had a great interest 
in for some time, I have felt three or 4 years ago when we really 
started investigating this that this would allow us to reach so 
many of what I call non-traditional students and also had the dis-
tance learning and also had the promise of alleviating some of the 
enrollment and some of the overcrowding problems experienced in 
some of our colleges and universities. Is that in fact now a reality? 

Dr. REED. That is in fact a reality. I have pushed as hard as I 
can as the chancellor of the university system to see our faculty 
maybe only have to have their students come to class instead of 3 
days a week, 2 days. And that other day through the use of tech-
nology, through the lab, through video, that they could then use 
that to be a part of their learning experience and enrich what they 
have done. This morning I was sharing another story about dis-
tance education. The movie industry in California is desperate for 
animators. And not to make cartoons but that is the way movies 
are being made. Well, all of the industry came together and asked 
the California State University to help them out and if they would 
contribute money, but what they have ended up doing is contrib-
uting staff. 

And so the folks at Disney, the Spielbergs, have donated their 
staff, who by television, by computer, by the Web are teaching stu-
dents in San Jose today how to be animators. And they are very 
successful. They are producing more animators than some of the 
institutions in the LA Basin and are very proud just because of the 
kinds of students that San Jose has. 

So it is working and it can get better. 
Mr. ISAKSON. Well, my last, and this is really a comment, we 

were doing a lot of the stuff on the 15 percent rule and the 12-Hour 
rule and some of the other things that were impediments really for 
distance learning. We had a lot of faculty members at universities 
who were very reluctant to embrace it because of the relationship 
with a student and not having the face to face time. I recently had 
a professor at a university in Georgia comment that he had fought 
it for so long because he felt like it deprived students of access 
until he remembered that when he got home at night he would just 
take his phone off the hook and his students couldn’t get him but 
he cannot deny his e-mail, they can get him any time they want 
to. 

So I thought that was an interesting comment in terms of the 
faculty and student relationship. 

Thank you, Mr. Chairman. 
Chairman BOEHNER. The Chair recognizes the gentleman from 

Massachusetts, Mr. Tierney. 
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Mr. TIERNEY. Thank you, Mr. Chairman. I thank all of you wit-
nesses for your testimony today. I apologize for missing some of it, 
but I found it to be very forthcoming and direct and helpful. 

Dr. Reed, because you are involved in managing a campus I 
wanted to ask you a question. We talk in this bill about tuition 
hikes compared to the Consumer Price Index. I have a little experi-
ence with higher education situations and it strikes me that the 
Consumer Price Index and what it measures in terms of products 
in the basket might not even be close to what institutions experi-
ence, energy costs, security, technology, and facilities. 

I had an alternative with other members here, Ms. McCollum 
and others, that would have asked the Department of Education to 
establish a higher education price index that we hoped would be 
more reflective of the kinds of costs that colleges and universities 
experience. Do you think that is worth pursuing? Do you think 
there is in fact a disparity between the CPI and the real index that 
would affect colleges and universities? 

Dr. REED. I do think it is worth pursuing. I don’t know what all 
is included in the price index of higher education. 

Mr. TIERNEY. But do you think it is different than the regular— 
Dr. REED. But I do want you to know that I entered into an 

agreement yesterday with the Governor of California, as my col-
league at the University of California did, where we have agreed 
to tie our future fee increases to a personal income increase of the 
citizens of California. 

Mr. TIERNEY. So if I am correct, your tuition can’t increase any 
more than the rate of income? 

Dr. REED. Personal income. 
Mr. TIERNEY. That was at a mean rate of income or an average? 
Dr. REED. It is an average. 
Mr. TIERNEY. So when Mr. Schwarzenegger makes another 

movie, that thing can go up like crazy? 
Dr. REED. Yes, that is right. 
Mr. TIERNEY. I think you got taken there. I don’t want to say 

anything, Dr. Reed, but you were taken to school on that one. 
Dr. REED. And there was a provision in there if there is some 

huge emergency we can increase fees up to 10 percent but it is 
capped at that. But the real focus was back on the tie to the per-
sonal income. 

Mr. TIERNEY. Thank you. The campus-based aid issue, and I 
open this up for anybody who wants to address it or whatever, does 
anybody have any evidence that institutions are currently getting 
any part of the campus-based aid to students who do not have an 
unmet need? 

Dr. MARTIN. No, the students that receive the campus-based aid 
have to be eligible to meet the criteria, Mr. Tierney. So, no, there 
is no student getting money now that is not eligible. 

Mr. TIERNEY. That is my point. So when I read this bill I have 
the real concern that it is going to result in some students not get-
ting the aid they need and others getting aid that they need. And 
it seems like we are getting into a beg your neighbor type of situa-
tion on that. So I just wanted to clarify that point and make sure 
that we are all on the same page. 
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The proprietary schools issue. There is a lot of concern that we 
put in protections against fraud and abuse some time in the 1980’s 
because of the scandals that were out there and now there is some 
indication in the National Student Loan Data System that in 2001 
reports that proprietary schools for that year, 2001, had an overall 
default rate on student loans of 9 percent contrasted with a 5.3 
percent for public colleges and 3.5 percent for private colleges. 
Should we still have a concern about the possibility of a fraud and 
abuse in proprietary schools if we abolish the 90/10 rule? And if we 
do still have that concern and if we still do abolish the 90/10 rule, 
what other protections might you recommend we put in place to al-
leviate any concern about fraud and abuse? 

Dr. MARTIN. Mr. Tierney, I don’t know about the 90/10 thing, let 
me make a comment about the differences I think on the default 
rates. If you look at everything I have ever read about default rates 
is there is a tendency of people who have higher incomes are more 
likely to be able to pay their loans off more rapidly and are less 
likely to default than people that have modest means. If you look 
at the economic make-up of students who are enrolled in different 
sectors of higher education, there is a relationship if you looked at 
community colleges or say proprietary institutions and that they 
probably have a higher proportion of lower income students in their 
institutions than would certain other sectors. 

This doesn’t mean, this doesn’t mean that people that have mod-
est economic means are not serious or responsible about paying 
back their debts. It is not an unwillingness to repay. In many cases 
they find themselves after they are out with lower paying jobs or 
whatever, that they don’t have the ability. And so there is a higher 
propensity of some of those people not to be able to manage their 
debt. 

Mr. TIERNEY. May I interject something, Mr. Chairman. Do I 
have your allowance to do that? I know I am a little over my time. 
But aren’t we talking about the whole universe of these students 
all being financially eligible to get these loans so they are all pretty 
much in that financial category? So a lot of the institutions may 
have more of a student, these students we are talking about whose 
payment rates are being judged are pretty much the same kettle 
of fish here. They are all eligible financially for these loans so they 
are all pretty much in the same circumstance. So I am not sure I 
follow your logic when you compare the institutions. 

Dr. MARTIN. I was just trying to compare, maybe I misunder-
stood you, Mr. Tierney, but I understood that you were talking 
about differences of what are the default rates by sectors in post-
secondary education? 

Mr. TIERNEY. I did, but basically I think I don’t draw that to be 
that because a school might have a lot of wealthier kids and than 
some poorer kids that that somehow leads to them not having a 
payment schedule because all the kids getting the loans are in the 
same economic area. It seems to me that those protections work 
and even with those protections in place, we are finding a higher 
default rate on these proprietary schools because of the way they 
are structured than we do in the public and the private institutions 
on that. And I see Dr. Reed nodding a little bit there. You might 
want to help me out here if I am not explaining it clearly enough. 
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Dr. REED. Yes, I think you are correct. I think it is a part of the 
due diligence and the responsibility of these institutions and I 
think the more you make the information you have public, the bet-
ter. California State University, we are mostly poor students. Our 
default rate is 3.7 percent. I want it to get better. But it is some-
thing that my board pays attention to and makes us report pub-
licly. And I think the more we can do that, the better. 

Mr. TIERNEY. And do you have a comment on how we would, if 
we were going to remove the 90/10 rule of proprietary schools, how 
would we then ensure against fraud and abuse if they are already 
higher than your institution and others like it? 

Dr. REED. I don’t know. 
Mr. TIERNEY. OK. 
Chairman BOEHNER. If the gentleman would yield? 
Mr. TIERNEY. Mr. Chairman wants to be a witness? 
Chairman BOEHNER. Well, I want to be helpful. When there were 

serious problems in the 1980’s with certain types of institutions, 
Congress slapped multiple layers of accountability on these institu-
tions where the abuse was coming from. And many of us believe 
that 90/10 is inhibiting schools from going into very poor neighbor-
hoods and offering students a chance in those neighborhoods. 

And if you look around the country, you will see a lot of institu-
tions that were once there, in large urban centers especially, are 
no longer there. And I believe and others believe that the account-
ability provisions still in the law are more than sufficient to pre-
vent the abuse that we saw back in the 1980’s and early 1990’s in 
that 90/10 is in fact overlapping and redundant and frankly unnec-
essary. 

Mr. TIERNEY. Reclaiming my time, and I appreciate that. I pretty 
much knew what your theory was and I was sort of giving you that 
in my question just for argument sake. Assuming that you get rid 
of the 90/10 rule and looking at the facts of saying either with the 
90/10 rule proprietary schools aren’t doing anywhere near as well 
as public colleges and private colleges, my real question what other 
protections do we put in place because in my estimation the exist-
ing ones aren’t enough if the ones we put in the 1980’s still aren’t 
doing the job, the existing ones aren’t enough, what would you sub-
stitute for the 90/10 if you wanted to get rid of the 90/10 and that 
was really where I was going. 

So I was almost willing to give you your argument that you think 
that those might be the wrong set of situations there but clearly 
something is needed to do a better job than we are doing now. And 
if you take away the 90/10, I didn’t know if anybody had any sug-
gestions of what they thought we might replace it with in order to 
try to bring those numbers down. Ms. Wasserman, you do. 

Ms. WASSERMAN. Yes, I think I know that there has been work 
by the National Consumer Law Center and the Workforce Alliance 
to look at things like doing a non-partisan study to figure out 
where the fraud and abuse lies because some statistics are that 
just in 2003 the Department of Education’s Inspector General made 
public seven audits documenting serious fraud and abuse in school 
administration of Federal aid. Those schools had to return over $50 
million to the Department, lenders and students. 
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So there is fraud and there is abuse. And we do need to find out 
more about that. I think keeping the rules that we have, keeping 
the protections that we have and then doing the research to figure 
out what are those other things that we can do, are positive steps 
that we should look at in this reauthorization. There are still 
schools that are closing. In 2002, over 100 computer training 
schools closed in 23 states. Of those schools, only 25 provided ad-
vance notice. So there are real issues, and I think we do have to 
make sure that students are protected. 

Mr. TIERNEY. I thank the witness. Mr. Chairman, I thank you for 
your indulgence. 

Chairman BOEHNER. The Chair recognizes the gentleman from 
Texas. I am sorry, Dr. Reed has got to catch a plane and so, Dr. 
Reed, you are excused. We don’t have to go through all the reasons, 
but the Chair recognizes the gentleman from Texas, Mr. Hinojosa. 

Mr. HINOJOSA. Thank you, Mr. Chairman. I ask for unanimous 
consent that my opening statement be allowed to be entered into 
the record. 

Chairman BOEHNER. Without objection. 
[The prepared statement of Mr. Hinojosa follows:]

VerDate 0ct 09 2002 13:31 Oct 18, 2004 Jkt 000000 PO 00000 Frm 00072 Fmt 6633 Sfmt 6602 H:\DOCS\93631 EDUWK PsN: NNIXON



69

Statement of Hon. Ruben Hinojosa, a Representative in Congress from the 
State of Texas

VerDate 0ct 09 2002 13:31 Oct 18, 2004 Jkt 000000 PO 00000 Frm 00073 Fmt 6633 Sfmt 6602 H:\DOCS\93631 EDUWK PsN: NNIXON 93
63

1.
03

0



70

Mr. HINOJOSA. Thank you. I am sorry to see Chancellor Reed 
have to leave but I will ask my questions then to possibly Dr. Mar-
tin and the other gentleman. 

I thank you all for coming to testify today. Your testimony in 
support of strengthening, actually it was Chancellor Reed who gave 
testimony in support of strengthening Hispanic-serving institu-
tions, HSI’s, establishing a graduate program for HSI’s is one of 
the top priorities for the Congressional Hispanic Caucus and to the 
Hispanic community from West Coast to East Coast and some of 
the territories. 

Could you please discuss the implications for higher education 
research and industry if we do not raise the level of advanced de-
gree attainment in the Hispanic community, Dr. Martin? 

Dr. MARTIN. Mr. Hinojosa, I fully support obviously trying to 
make certain that we do what we can to ensure that we have equal 
participation in our society from all people. And I think to the de-
gree, if you look at who goes on to obtain higher education grad-
uate professional degrees, obviously we have a lot of under rep-
resentation not only in the Hispanic community but within some 
of our other minority communities in this country. 

I have long believed that anything that we can do to strengthen 
that and recognize maybe some additional need-based aid in the 
graduate and professional areas is important. While this particular 
provision is not the topic that necessarily falls under our associa-
tion directly, I think that it is a good idea to address this issue, 
to see what we can do to strengthen those institutions and to pro-
vide that kind of support for those individuals. 

Mr. BOYLE. I agree. At the suggestion of the GEAR-Up group, we 
participated in Feria Educativa Fair in South Florida in December 
and were literally besieged by hundreds of Latino parents who 
were wanting more information about how they could better under-
stand the process of preparing, applying to, and financing of col-
lege. And we at our group of College Parents of America are ac-
tively hoping that we can secure necessary funding to put our Web 
site into Spanish and to work with partners to create a greater dis-
tribution of Spanish language material. 

Mr. HINOJOSA. Well, I want to say that in the 8 years that I have 
been in Congress I have seen the increases that have occurred in 
trying to get more HSI’s to be able to get designated and monies 
so that they can do the recruitment and tutoring and mentoring 
and retention and seeing how this bill only increases the minimum 
grants for the HBCUs from $500,000 to $750,000, it seems like the 
experience I have had two or 3 years where we have been getting 
crumbs increases for the HSIs that we are getting right back to 
where we were 10 years ago where there was a great deal of ne-
glect for the Latino community, and I think that that is a serious 
mistake in this legislation. 

Also, I see that the question that I asked is not being addressed 
in ways that will give us more professors at the universities where 
we have an acute shortage of professors, and especially Latino pro-
fessors. And if we are to be able to take care of the needs of this 
very fast-growing ethnic group, I think that this legislation is lack-
ing in order to meet the needs of what we need for higher edu-
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cation and would like to have this young lady’s—sorry, I can’t see 
your name from here, but I would like to have your comments. 

Ms. WASSERMAN. I think that that is a critical point and in a bill 
that has this Bill of Academic Rights talking about diverse view-
points and intellectual pluralism being important, for us, when we 
look at the bill, we are looking are what are the ways we are going 
to have real increased diversity points in our campus and that is 
going to be to support the increase of Latino students on campus 
and that is what is attracts those students is becoming the profes-
sors of the future. And it is supporting HSIs, it is supporting 
HBCU’s, it is finding ways to support other programs that our out-
side of this reauthorization process like affirmative action, that we 
support those programs that we think will make the difference in 
who is in our classrooms and who goes on to reach higher level de-
grees. 

Mr. HINOJOSA. Well, it seems like all of you agree but I don’t 
hear that you all are making a strong statement that this bill is 
short of what we need for the next 6 years. And unless you speak 
up, I don’t see that Congress is going to wake up to the fact that 
there are over 2.5 million Latino students and another 2.5 who 
would like to get into college simply because we don’t have enough 
professors. Classes close like this once they open them for registra-
tion because we don’t have enough professors and we have got to 
have Master’s and Ph.D.’s to be able to teach at the university 
level. So I need to hear your community to really rise and speak 
up so that the shortfall that occurs in the new reauthorization act 
that that gap is closed so that we can indeed serve all those who 
are qualified and wanting to go to college. 

So with that, I yield back the balance of my time. 
Chairman BOEHNER. I want to thank all of our witnesses for 

your patience and our audience for your patience during our inter-
ruption today. We appreciate your valued testimony, and I expect 
that the Committee will have another hearing probably after mem-
bers return from the Memorial Day district work period and begin 
to delve a little more deeply into some of these subjects that were 
talked about today. 

Ms. MCCOLLUM. Mr. Chair? 
Chairman BOEHNER. Ms. McCollum. 
Ms. MCCOLLUM. I would like to add in an editorial from the Min-

neapolis Tribune which talks about access to higher education. 
Chairman BOEHNER. Without objection, so ordered. 
[The provided material follows:]
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Editorial from the Minneapolis Star Tribune, Submitted for the Record by 
Hon. Betty McCollum

VerDate 0ct 09 2002 13:31 Oct 18, 2004 Jkt 000000 PO 00000 Frm 00076 Fmt 6633 Sfmt 6602 H:\DOCS\93631 EDUWK PsN: NNIXON 93
63

1.
02

3



73

Chairman BOEHNER. Mr. Kildee? 
Mr. KILDEE. I just want to thank all the witnesses. We have had 

a very good panel today. You have responded to our questions very 
well. All of you have done well. I do think, Ms. Wasserman, you 
responded and reacted well to tough and hard questions on both 
sides of the aisle, and I commend you for that. 

Ms. WASSERMAN. Thank you. 
Chairman BOEHNER. This hearing is now adjourned. 
[Whereupon, at 2:30 p.m., the Committee was adjourned.] 
[Additional material submitted for the record follows:]
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Statement of Hon. Pete Hoekstra, a Representative in Congress from the 
State of Michigan
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Statement of Hon. Charlie Norwood, a Representative in Congress from the 
State of Georgia

Statement of Hon. Raul M. Grijalva, a Representative in Congress from the 
State of Arizona
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Statement of Hon. Jon Porter, a Representative in Congress from the State 
of Nevada

Question from Hon. Pete Hoekstra, Submitted for the Record 

Please explain the primary sources of revenue and funding for your organization. 
What percentage of your budget is composed member dues? Please also include 

other sources that comprise more than 10 percent of your annual operating budget, 
including the approximate percentage contribution made by each alternative source. 

Response of Jim Boyle, President, College Parents of America, Submitted 
for the Record 

College Parents of America’s primary sources of revenue and funding are member 
dues and partner fees. 

Member dues are comprised of both individual and institutional monies. Indi-
vidual members, generally parents of current or future college parents, pay an an-
nual fee of $36.50, or may join for up to five years at a discounted price of $109. 
There are currently more than 1300 active individual members. Institutional mem-
bers, generally comprised of colleges and universities (with a handful of school dis-
tricts and/or independent secondary schools), pay an annual fee of $495. There are 
currently 68 active institutional members. 

Partner fees are negotiated with companies who wish to serve the current and fu-
ture college parent market, and who see College Parents of America as a viable 
partner for accomplishing their objectives. Current partner fees range as high as 
$90,000 per year to as low as $495, with a share of revenue gained through the 
partnership always part of the equation. There are currently 10 signed corporate 
partners, with several others in negotiation. 

As of June 2004, approximately 40 % of total revenues this year have been de-
rived from member dues, with slightly more than 60 % of that figure coming from 
individuals and the remainder from institutions. During this year to date, therefore, 
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approximately 60 of total revenues have been derived from fees paid by corporate 
partners. 

Response of Dr. A. Dallas Martin, President, National Association of 
Student Financial Aid Administrators, Submitted for the Record 

In response to Congressman Hoekstra’s question, NASFAA Operating Budget for 
the 2003–04 fiscal year is $6,103,000. 

The Association has seven primary sources of revenue and funding which are list-
ed below with the percentage derived from each.

Association Membership Dues–50%
Association Conference Registrations–12%
External Advertising, Exhibitors, Sponsors–18%
Association Publications and Subscription–6%
Association Training Sessions and Materials–5%
Association Investment Income–5%
Association Development Activities–4%
If you need further information, please let me know.

Sincerely,
Dr. A. Dallas Martin 

Response of Rebecca J. Wasserman, President, United States Student 
Association, Submitted for the Record 

The Honorable Pete Hoekstra 
United States House of Representatives 
2234 Rayburn House Office Building 
Washington, DC 20515
06/04/2004
Dear Representative Hoekstra,

The United States Student Association (USSA) is almost entirely funded by dues 
from membership campuses through their student governments. 59% of this year’s 
operating budget comes directly from campus and state student association dues. 
The only other income item that is over 10% of our budget is the income received 
from our two annual conferences, our National Legislative Conference in Wash-
ington, DC and our National Student Congress held on a different college campus 
each year. These two conferences’’ combined revenue accounts for 24% of our in-
come. Overall, membership dues and conferences account for 83% of our income. 

I hope this gives some insight to the budget of our organization.
Thank you,
Rebecca J. Wasserman 
President, USSA 
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Additional Statement of Dr. Dallas Martin, President, National Association 
of Student Financial Aid Administrators, Washington, DC, Submitted for 
the Record
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Letter from Michael Grayer, Recent Graduate, Virginia College, Jackson, 
Mississippi, Submitted for the Record

Æ
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