This Week in Washington

March 19th
This week in Washington is all about health care and the back and forth of what methods will be used to pass the health care reform package.  The piece to the puzzle that has only begun to emerge as a key issue in its passage is student aid reform.  

As you recall, the U.S. House of Representatives passed the Student Aid and Fiscal Responsibility Act last fall.  The Senate has not moved the legislation because in the budget process last February, instructions were written for education to use reconciliation for financial aid reform.  There were only two budget lines that included the reconciliation instructions, education and health care reform.  Reconciliation is a process that is originated in the budget process at the beginning of each year instructing the Congressional Committees with oversight to use reconciliation to change budget priorities with legislative language.  Reconciliation has been used 22 times in the past 20 plus years and 3 of those times the bills were vetoed by the President, they all have had major overhaul on budgetary guidance.  Reconciliation can only be used once in a budgeting cycle which is why the Senate has held the SAFRA bill as long as it has – if the Senate used its reconciliation option to pass SAFRA, last fall – the option to use reconciliation for the health care reform legislation would not have been an option.  The legislators had to hold SAFRA in case reconciliation was needed to pass health care reform, which was predicted with the close vote in the House on health reform and the change of the Senate environment and votes for health reform after the election of Sen. Brown to fill Senator Kennedy’s seat.
So now we are that hour, Congress has not passed health care reform and has to enact reconciliation to do so.  Reconciliation will pull in the SAFRA bill and the provisions now included are ending the Federal Family Education Loan Program (FFELP), moving to Direct Lending, and the expansion of the Pell Grant program.   

When SAFRA passed the House of Representatives last fall, the savings by ending the FFELP program moving to Direct Loans through the Department of Education was scored by the CBO at providing a savings of $87 Billion.  That savings was to pay for SAFRA – including the American Graduation Initiative, move Pell to a mandatory spending program with an annual increase that matched CPI plus 1%, funding for minority serving institutions, and funding for early childhood education programs (some of the original SAFRA provisions attached).  Some of that savings was to also cover the growing shortfall for Pell.  

Top of Form

But in the months since the House of Representatives approved the Obama student loan plan as the Student Aid and Fiscal Responsibility Act last fall, increases in the number of colleges switching to the direct loan program (because of the pending legislation) had the effect of reducing the estimate of savings that would be produced by the full-blown abandonment of the lender-based program, to $67 billion over 11 years ($61 billion over 10 years), instead of the original $87 billion. 

As this has been developing, students have been flooding into higher education because of the economic downturn – as a result - the projected costs of the administration's plan to increase the maximum Pell Grant and tie future increases in it to changes in the Consumer Price Index plus 1 percentage point have dramatically increased. This has resulted in a huge shortfall in Pell for the 2010 fiscal year and next year.  That shortfall is close to $20 billion and Congress will have to pay for it somehow.  
It has been feared that combining student aid reform with health care reform would be risky for the funding proposed for higher education through student aid reform.  Some have also feared that combining the two would give those in opposition to the changes to student aid and the new loan provisions would drive support away from the health reform legislation.  
As health care reform was revised and scored, it became clear to Senate Democrats that the savings could not be found unless the savings from student loan reform was incorporated into the bill which could be done with reconciliation.  So we are now in a position that health care reform could not be budget neutral – a requirement of reconciliation – without the student aid reform savings.
Current Student Loan Provisions in the Reconciliation Bill
Extensive cuts had to be made to get the student loan measure's costs under the $61-billion-over-10-years ceiling. 
Provisions Cut:
*$8 billion for early childhood education, and $4 billion for school modernization 
*American Graduation Initiative, which provided $12 billion over 10 years into grants and construction funds for community colleges. Two-year institutions at the center of the administration’s higher education agenda, a major change from previous administrations, and the American Graduation Initiative was designed not just to provide more money to the colleges, but to link the money to a set of quality indicators aimed at increasing accountability demands on them.
*The Administration's goal of revamping the Perkins Loan Program
Provisions Included:

*Pell Grant - $50 billion directed to Pell covering some but not all shortfall for 2010. It will link the increases in the maximum Pell Grant to the Consumer Price Increase but not include the 1% point increase originally planned.   This means that by 2019, the maximum grant would now be $5975 in 2019 and NO increase for the next 4 of the next 10 years as opposed to $6800 by 2019 in the original plan. 

* $750 million toward College Access Challenge Grant Program

* $2 billion found from a program last year to fund the Community College and Career Training Grant Program – to help institutions create education or training programs of two years’ duration of less with the goal of producing workers.

$500 million would go to a Dept of Labor program – Trade Adjustment Assistance – grants will be competitive but each state would be assured of receiving at least .5% of the funds.

*$50 million in bill to help institutions switch to direct loan program

*1.5 billion to expand the income –based repayment options for student loan borrowers (IBR)

*$2.55 billion for historically black and other MSI colleges

The Administration and Democratic leaders are emphasizing that with this legislation passage this weekend and this week – their goal of transitioning to Direct Loans by July 1, 2010 will still be met.  The House Education and Labor Committee Press Release highlighted that under this bill, 100% of direct loans will be serviced by private lenders and that lenders will compete for contracts to service all federal student loans.  Sallie Mae is now one of four private banks servicing 4.4 million direct loans.  
Votes are expected on Sunday in the House and the Senate early next week.  As of Friday afternoon, the House still had 5-10 votes to reach their threshold of 216 for passage.

Other News from the States
FL: Legislative panel proposes small increase to state higher education
The Florida Senate Higher Education Appropriations Committee has outlined a $7 billion state postsecondary education budget for next year, which includes a small increase for the Bright Futures scholarship program to cover additional student enrollment. The budget is a small increase over the current $6.7 billion budget. 

The Gainesville Sun (Date posted: March 17, 2010) 

LA: State higher Education Leaders Prepare for More Cuts 
Louisiana’s state college officials are preparing for an extra $85 million in state budget cuts, as February’s state revenue and sales tax collections were much lower than anticipated. The state's public colleges and universities have experienced budget cuts of 20 percent, or nearly $250 million, during the past 15 months. Higher education leaders are also concerned about the upcoming loss of $290 million in federal stimulus funds for colleges and universities. However, Gov. Bobby Jindal (R) has proposed a constitutional amendment that would allow the state’s schools and colleges greater use of the Louisiana Education Quality Trust Fund, a revenue source stemming from federal oil and gas settlements. 

 The Advocate (Date posted: March 19, 2010) 


AZ: Guns on campus bill passes Arizona legislative committee
This week an Arizona legislative panel approved a measure that would allow faculty members with concealed weapons permits to carry weapons at public college or university campuses. The bill will now proceed to another committee before going before the full House. University police officials have spoken out against the legislation. 

The Arizona Republic (Date posted: March 18, 2010) 

WV: Higher ed bill goes to the governor
Both houses of the West Virginia Legislature have approved a bill that would transfer some power from the governing boards of Marshall University and West Virginia University to the state higher education governing body. This would retract legislation passed in 2005, which allowed the two universities autonomy to create new academic programs; raise tuition and fees up to 9.5 percent per year but less than 7.5 percent over a four-year period; and approve capital and operating budgets. The agreed-upon bill would strip the campuses of the authority to approve academic programs while allowing them to raise tuition by up to five percent annually and approve capital and operating projects. Finally, the legislation would require that 50 percent of an institution’s research corporation board must represent the private sector, and of those that represent the college or university, at least 50 percent must be involved in research. 

 The Herald-Dispatch (Date posted: March 14, 2010) 

GA: State to use reserve funds to pay for HOPE scholarship 
Georgia officials are using reserve funds for the first time in a decade to pay for the state’s popular HOPE scholarship program. The merit-based scholarship program is funded by the Georgia Lottery, which has run into a shortfall due to lagging lottery ticket sales. Analysts have projected the state’s lottery-funded programs will cost $100 million more than ticket sales can fund next year. Legislative leaders also have proposed attaching a $30 million need-based program to the existing HOPE scholarship, which would distribute up to $700 annually for nearly 50,000 low-income Georgia students. 

 The Atlanta Journal-Constitution (Date posted: March 18, 2010) 

IL: Scholarship reform bill sent to governor
The Illinois Legislature has approved a measure that would reform the process of distributing legislative tuition waivers, but not end the program. Currently, state legislators are allowed to grant tuition waivers to students attending Illinois public colleges and universities. However, an investigation last year by the Chicago Tribune revealed that some legislators used the waiver to sway college admissions decisions. The investigation also highlighted that some lawmakers distributed scholarships to relatives and political donors. Under the reform legislation, legislators would be banned from giving a scholarship to someone whose immediate family could be linked to a political contribution within the previous five years. Further, family members of scholarship recipients also could not give a campaign contribution for five years to a lawmaker who distributed the award. 

The Chicago Tribune (Date posted: March 12, 2010) 

MO: Governor seeks to eliminate state scholarships for students attending private colleges
Missouri Gov. Jay Nixon (D) has proposed excluding students attending Missouri’s private colleges from the state’s Access Missouri and Bright Flight scholarship programs. The governor claims the state cannot continue to pay the $50 million annual cost for students to attend Missouri's private colleges. Nixon’s move is unlikely to pass the legislature, but may impact the current proposal that would equalize scholarship payments to public and private colleges. Currently, the maximum state scholarship payment for students at four-year public colleges is $2,150, but students at private colleges can receive as much as $4,600.   

The Columbia Daily Tribune (Date posted: March 12, 2010) 

NJ: NJSTARS may turn back additional students next fall
New Jersey Gov. Chris Christie’s (R) proposed state budget includes a suggestion that the New Jersey Student Tuition Assistance Reward Scholarship (NJSTARS) not accept additional students for the upcoming academic year. The program, designed to keep high-achieving students from leaving the state, provides full in-state community college tuition to applicants who graduate in the top 15 percent of their high school class and maintain a 3.5 grade point average. 

DailyRecord.com (Date posted: March 17, 2010) 


VA: McDonnell signs legislation establishing college lab schools 
Virginia Gov. Bob McDonnell (R) signed legislation this week that would create college partnership laboratory schools. The schools are public, nonsectarian schools established by state colleges and universities and operating a teacher education program approved by the state’s board of education. The schools are designed to provide more flexibility, innovation and autonomy outside of the traditional K-12 public school system while benefiting from the resources available to higher education institutions. 

 WHSV.com (Date posted: March 17, 2010)
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