
 

The need for increased college access and affordability has never been more magnified than by the rising unemployment numbers 
and the current state of our economy. President Obama set a national goal of graduating the most students in the world from post 
secondary institutions by 2020 to address the growing need for a larger educated workforce in America.  
 

The Student Aid and Fiscal Responsibility Act (SAFRA) is a great step toward reaching this important goal. It will expand quality early 
education opportunities that will put more children on the path to success. It will strengthen community colleges and training pro-
grams to help build a highly-skilled and innovative 21st century workforce ready for the rigors of a global economy. And it will boost 
the fiscal health of the country our children will inherit by paying down the deficit. 

The Student Aid and Fiscal Responsibility Act  
directly supports students by:  

 

• Investing $40 billion to increase the maximum annual Pell Grant award to $5,550 in 
2010 and to $6,900 by 2019. Since the 1970’s the Pell Grant program has helped 
low income students cover the cost of attending institutions of higher education. 
Starting in 2011, future increases to the Pell Grant will be linked to match rising 
costs-of-living by indexing it to the Consumer Price Index plus 1 percent.  

 

• Investing $3 billion to bolster college access and completion support programs for 
students. There is a severe college completion gap between high income and low 
income students. Among students with the highest test scores, 74 percent of high-
income students get four-year degrees compared to only 29 percent of students 
from lower incomes. This achievement gap can be attributed to inadequate reten-
tion and completion support for low income students and communities traditionally 
underrepresented at institutions of higher education.  

 

• H.R. 3221 will work to improve degree attainment, especially among low income 
families, by increasing funding for the College Access Challenge Grant program. It 
will also fund innovative programs and partnerships between federal and state 
governments and institutions that focus on increasing financial literacy and help 
retain and graduate students.  

 

• Infusing $10 billion in Community Colleges to support growing demand. Community 
Colleges educate the most students due to their low cost and easily accessible 
locations.  However, community colleges have lacked the resources to get students 
the training they need to move into the work force. Increased funding under SAFRA 
is designed to modernize Community College facilities and design a new national  
on-line curriculum program.  

 

• Creating Community College Challenge Grants, managed by the Department of 
Education, which will help under-funded community colleges with limited capacity to 
build and leverage partnerships with schools and businesses to ensure that stu-
dents are trained to fill jobs in their communities.  

 

Today almost 7 million students rely on funding 
from the Pell Grant program to offset the 

rising cost of college. 

A Holistic Approach to Education Reform 
Our country’s economic future hinges on the development of future generations to be an educated workforce. President Obama and Chair-
man Miller understand that for students to succeed in high school and college, a foundation of educational excellence must be set at the 
earliest stages. Currently there are no federal quality standards for child care and families are left with a patchwork system of child care with 
mediocre quality. To ensure more kids reach kindergarten ready to succeed, SAFRA invests $1 billion each year in competitive grants to 
challenge states to build a comprehensive, high quality early learning system for children birth to age 5. It transforms early learn-
ing programs by insisting upon real change in state standards and practices. 

FFEL v. DL: Support Students, not Banks  
There are two federal student loan programs - the 

Federal Family Education Loan (FFEL) and the Direct 
Loan (DL) program. FFEL loans are issued by private 

banks and guaranteed by the federal government. 
Direct Loans are originated through the Department of 
Education. The government pays FFEL lenders a sub-
sidy guaranteeing they will receive a 97% return of the 
student loan investment even if the borrower is unable 
to pay back the loan. The FFEL program is susceptible 
to negative effects of the credit crisis making it an un-
stable option for students. The Student Aid and Fis-
cal Responsibility Act proposes eliminating the 

costly FFEL program and originating all new loans 
under the Direct Loans program.  
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Continued Investment in  
Minority Student Success  

In 2007 Congress initiated, much needed, additional 
funding for programs encouraging student at Histori-
cally Black Colleges, and Universities, and other Mi-
nority Serving Institutions to enter fields in the areas of 
Science, Technology, Engineering and Mathematics. 
The Student Aid and Fiscal Responsibility Act in-
vests $2.55 billion in Historically Black Colleges 
and Universities and Minority-Serving Institutions 
to continue these efforts.  



The Student Aid and Fiscal Responsibility Act provides relief to student loan borrowers by:  
 

• Expanding and strengthening the Perkins Loan program, a campus-based program that provides low-cost federal 
loans to students. Many schools choose  not to utilize this the Perkins Loan program to avoid the cost and responsi-
bility of servicing  loans in repayment. By infusing the program with $6 billion, the SAFRA will increase the number of 
schools able to participate in this affordable loan program. These changes to the Perkins Loan will help borrowers 
who have felt compelled to assume private loans to pay for college.  

 

• Keeping interest rates low on need-based – or subsidized – federal student loans. SAFRA will cap the interest rate 
for subsidized Stafford loans at 6.8% in 2012.  The interest rates on these loans will be variable beginning in 2012, 
which means interest could will be at 6.8% or lower.  

 

• Making it easier for families to apply for financial aid by simplifying the FAFSA form. Building on proposals recently 
put forth by the Obama administration, the legislation will dramatically cut down the number of questions on the form 
by allowing students and families to apply for aid using the information on their tax returns.  

 

• The Student Aid and Fiscal Responsibility Act proposes to further simplify  the FASFA form with the elimination of  
confusing questions about felony drug convictions or family assets. Theses questions do not apply to most borrow-
ers but often disqualifying needy students who may answer the question incorrectly.  
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The solution is to end bank subsides under the FFEL Program and originate all new loans under a more cost efficient program. 

Budget funds should go to the Department of Education to support schools making the transition from FFEL to Direct Loan Program, 

including efforts to educate students on the benefits of the Direct Loan Program. 

FFEL lenders receive  a 97% guarantee against default 
losses, meaning their risk is only 3%. If a borrower doesn’t 
repay, the government will pay the lender 97% of the out-
standing principal and the unpaid interest.  

FFEL is also good for lenders because the Special Allow-
ance Percentage (SAP) is structured so that a lender re-
ceives an interest rate payment on federal student loans 
equal to a specific, variable, short term market rate.  

Federal Family  
Education Loan (FFEL) 

Direct Loan  Program (DL) 

The Department of Education is equipped to handle in-
creased loan volumes. As more campuses are turning to the 
Direct Loans program, they are finding  their transitions to be 
smooth and user-friendly. The President has proposed in-
creased funding to the Department of Education to assist 

Direct loans programs are good for students because they are 
loans administered by the federal government and controlled 
by their campus’ financial aid office, not lending companies. 
Direct Loans and FFEL are very similar in that they offer Staf-
ford and PLUS Loans to students and families. However, the 
DL program offers beneficial repayment programs. 

While other lending programs have frozen during our current 
financial crisis, helping to cripple our economy, the Direct 
Loans program volume was reported at $20.2 billion at the 
end of February, providing 1.6 million more loans so far this 
year. 

In the fight for college affordability, 
FFEL weighs heavy on  

American Wallets.  

Millions upon millions of students 
and families have tapped into the 
federal Stafford student loan pro-
gram to help pay for college since 
its inception in the mid sixties.  But 
as the cost of attendance has risen 
dramatically over the past decade, 
so has the reliance on loans to pay 

for it.  In the early  nineties, less 
than one third of students graduat-
ing from four year public colleges 
had debt; now, close to 65% carry 

debt.   

Many students pass up jobs in   ar-
eas of national need, that interest 

them for fear that their debt payment 
will be too overwhelming 23% per-
cent of people who graduate from 
four-year public college have too 
much debt to start a career as a 

school teacher; 37%  have too much 
debt to start as a social worker. High 
debt can also lead to default, wage 
garnishment and  ruined credit for 

borrowers in the long term. 
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