





THE WHITE HOUSE

WASHINGTON

JUNE 30, 1994

RECOMMENDED TELEPHONE CALL

TO:

DATE:

RECOMMENDED BY:

PURPOSE:

BACKGROUND:

TOPICS OF DISCUSSION:

Chairman Sam Gibbons
June 30, 1994
Patrick J. Griffin

To congratulate and commend Chairman
Gibbons for reporting out a bill from
the House Ways & Means Committee today.
This should be a public call and open to
the media.

At approximately 2:00 PM today, the Ways
& Means Committee is expected to report
out its comprehensive health reform
bill.

This measure is significant because the
bill contains both of your goals:
Universal coverage and cost containment.

1. Congratulate Chairman Gibbons for
reporting out a health care bill
which achieves the goal of
universal coverage.

2. Thank the Chairman for his hard
work. Passage of this bill
represents significant progress
toward health care reform.

3. Discuss working with Speaker Foley
& Majority Leader Gephardt in order
to get a bill to the floor before
August recess.



CONTACT PERSON AND
TELEPHONE NUMBER(S) : White House Operator

DATE OF SUBMISSION: June 30, 1994

ACTION:










Contrary to the impression left by that article, the actual
policy differences between the administration and the higher
education were relatively narrow--questions of degree rather than
principle. Everyone agreed that under income-contingent
repayment plans, many borrowers will take longer to pay off their
loans, and some will not fully repay. The question was how long
and how many.

Accordingly, we went back to the negotiating table late last week
with a compromise proposal. By the close of business Friday we
had reached agreement on a plan that will achieve your objectives
in a manner that is fiscally sound and acceptable to most higher
education organizations that are worried about student
"overborrowing. "

This represents a major step forward for the middle class.
Effective July 1, all new borrowers under your direct lending
program will be eligible for income-contingent repayment. In
addition, up to 20 million current borrowers with about $50
billion in outstanding loans will be able to transfer to new
loans offering income-contingent repayments. Gene Sperling and I
are now working with the Department and with your communications
and political advisors to plan an effective announcement of this*
program, emphasizing two key points: new opportunities for the
middle class, and translating campaign promises into reality.



Within aays, the Clinton admmis-
tration will issue its fina} regulations
on its new student loan program de-
signed to make “college mare afford-
able,” as Bill Clinton pramised in his

campaign for the presidency.
The pian would-drasticaily redonce
monthly loan mil-

lions of low- and middle-income
Amerians and aims to reduce the
number of students who abandon
their school debt.

Curremly, rio matter how much
students eamn after gracuation, they
repay their government-backed
loans on a standxxd 10-yexr plan.

Under the-Clinton plan, some stu-
deats could have therr monthly loan
payments spread out over a much
longer period, thereby cutting their
munhly..paymmm by half or more.

House beralds this as a
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Joans for as long as 25 years.

Extra years of compounding inter-
est payments will mean peopie could
wind up doubling or tripling college
costs, said Laura McClintock, legisla-
tive director of the-United-States Stu-
dent Association.. Once students are
presented-with-the optiomof low
manthly payments; many will grab it,
even if it-makes-bittle-fmancial sense
forth!:n.shesmd."lt'cunh-begood
for some students.” she said, but for
others it {s “not a pro-stdent plan.”
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" SW¥ling also said the fme prmt is
not final and. that the higher educa-
tion‘cunmunity really has only “nar-
row disagreements we expect to
worl out over the next couple days.”

The adininistrafion’s new student
loan plan is to take effect on july 1

- for same jogna. Over the next few

years, millians of stndent borrowers

. could-be sffiected

by theplarc i the
academic-yenr-1992-1993 alone, 5.8
mitlion-students took ont—govem-
m:w
debt repuy-
ments o0 income marks 3 mxur de-
parare from thecurrent frmncai
aid symem.  Todsy;students—pey-a
fixed monthly amount detesmined
salely on the
does not matter if they land F
$50,000 job on Wall Street or a
$17.000 teaching job.

Throughout the 1992 campaign,
Clinton pronmeed to make it eamer
for college graduates to take low-

paying comnmmity service jobs and
w&dhunmhghmm
beczuse of achoni debt.
. Many of those who defauit or:

mmadﬂnnewommllen-
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rowed $20,000 at an mterest rate of
7 percemt pay back about $230 a :
manth. Under the Chintan pian circu-
Iated in higher edication circles this
week, that psyment would drop to
about $100—less than bhalf—for
those eaming $20,000.

oA ) 1 N SRR
St Jhiiganon
nts Alarms Some College Officials

or she would pay $502 at an 8.2 per-
cent interest rate. Longanecker
said. The Clinton ptan would reduce
that amount to $362. It is especially
at the higher leveis of income that
the higher educauon commumnty be-
Leves the debt repayments should
be ncreased.

Robert H. Atwell, president of the
Amerzap Councait on Education, the
nation’s largest higher education
group, said that “the White House
scheme” extends from 6 to 20 per-
cent the amount of people who still

won't have repaid therr loams in 25 -

years.

Under the plan, 3 would
be Liable for the loans unpaid after a
quarter of a cennary.

Rep. Thamas E. Petri (R-Wis.)
has advocated income-contingent
loans for mare than a decade, but he
is not at all happy with the new plan.

Petri said he and others have put
- “therr reputations on the hne for this
new program” and don't want to see
it fail, One of the things he is wor-
ried about is that students will

The prowision to ad)uit repay-
ments according to incme is just

Cmmnzallm‘vhobor-‘

going overhaul of the entire stndent
aid program. Last year, Congress
.approved the admmistration’s plan
to begin serting up the federal gov-
emment as direct lender to stu-
dents, bypxxxing private banks.

As of July 1, 5 pexcent of the gov-
ernment-backed student loan vol-

ward as 3 peraon’s incEne increases.
People earning jess would pay less.
—David A. Longanecker, assistant
secretary of
beenuhenbrmm-byzhaewho

Barmak Nassirian, a loan ﬁnanc-\ say this is “Iarally baniaupt.”

ing expert at the AmeTican Assoqa-

.wedon’tthmkltxs. 5

ume will be directly lent to students
by the Education Department By
July 1995, that sum is to rise to 40
pervent, with the aim of evegrmlly
all private banks and lend-

ers such as Sallie Mae.
The option of basing loan repay-
roents on income will be availahle to

Obvicumiy
tlonofStateCollegesandUnmrsHheg,d_lnmematheadmzs- all those in the direct lendng pro-
ties, mlled the new plan “smoke and | tration and the higher education .

mirrors.”
___"This is not about making college '

“"  LOANS From Al

reaily.more affadable ” he sxid. “Tt
is abaat making college sarm Like it's
uxxe-zffrdable It's a cymcal ap-
promch, ot unitke a wed car dealer
-aifling a ‘68 Chevy to cash-strxpped
mmm

» 24t you dam't pay for todsy,
mmwﬂnutam

wiBRtill have the crent 10-year
Muﬂan:ydcgyhmodat

T%Nme, can even
gﬁmandmtoﬂbenewmyof
payment plans,

| oIty “are jess than $10 apart”
in what they think the new maothly

' payments should be. He said he

hoped to meet today with same of
the groups that sent an urgent letter
to Edncation Secretary Richard W.
Riley on Wedneaday: asking for “an
inonediate intervention” to change -
the plaa.

“Our interext is to belp students,

not to place them in greater dedt,” .

Longanexker sxid.

Even snudents earning as much as
$50,000 upon_gradmntion will be al-
lowed to reduce their monthly pay-
ments under the pew pian. If that
student owed $40,000, currently he

gram. Many colleges have already
jomed that program inchuding Amer-
ican Univermty and the Univetsity of
the District of Columbia. Linganeck-
er said in addition to those studernts,
the cmxxxre~amtingent plan could al-
S0 soan be availahle to amy andent
with existing joans who wamntedto
joim it..



















